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SOCIAL SECURITY ACT DISABILITY PROGRAM
AMENDMENTS

TUESDAY, OCTOBER 9, 1979

U.S. SENATE,
COMMITTEE ON FINANCE,

Washington, D.C.
The committee met at 2:40 p.m., pursuant to call, in room 2221,

Dirksen Senate Office Building, Senator Russell Long (chairman of
the committee) presiding.

Present: Senators Long, Baucus, Bradley, Dole, Danforth,
Chafee, Heinz, and Durenberger.

[The press release announcing this hearing and the bills H.R.
3236 and H.R. 3464 follows:]

IPress Release]

FINANCE COMMITrEE To HOLD HEARINGS ON SOCIAL SECURITY AcT DISABIUTY
PROGRAM AMENDMENTS

Senator Russell B. Long (D., La.), Chairman of the Senate Committee on Finance,
today announced that the Committee will hold hearings on H.R. 3464 and H.R. 3236
and other proposals related to the Social Security Disability Insurance and Supple-
mental Security Income Disability programs.

The hearings will be held starting at 10:00 a.m. on Tuesday, October 9, 1979 in
Room 2221 Dirksen Senate Office Building.

Requests to testify.--Chairman Long stated that witnesses desiring to testify at
the hearing must make their requests to testify to Michael Stern, Staff Director,
Committee on Finance, Room 2227, Dirksen Senate Office Building, Washington,
D.C. 20510, not later than the close of business on Thursday, September 27, 1979.
Witnesses who are scheduled to testify will be notified as soon as possible after this
date as to.when they will appear. If for some reason the witness is unable to appear
at the time scheduled, he may file a written statement for the record in lieu of the
personal appearance. Chairman Long also stated that the Committee strongly urges
all witnesses who have a common position or the same general interest to consoli-
date their testimony and to designate a single spokesman to present their common
viewpoint to the Committee. This procedure will enable the Committee to receive a
wider expression of views than it might otherwise obtain.

Legislative Reorganization Act.-Chairman Long stated that the Legislative Reor-
ganization Act of 1946 requires all witnesses appearing before the Committees of
Congress to "file in advance written statements of their proposed testimony and to
limit their oral presentation to brief summaries of their argument." Senator Long
state that, in light of this statute, the number of witnesses who desire to appear
before the Committee, and the limited time available for the hearings, all witnesses
who are scheduled to testify must comply with the following rules:

(1) A copy of the statement must be delivered to Room 2227 Dirksen Senate Office
Building, not later than 5:00 p.m. on October 5, 1979.

(2) All witnesses must include with their written statements a summary of the
principal points included in the statement.

(3) The written statements must be typed on letter-sized paper (not legal size) and
at least 100 copies must be delivered to Room 2227, Dirksen Senate Office Building,
not later than noon of the day preceding the hearing.

(1)
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(4) Witnesses are not to read their written statements to the Committee, but are
to confine their oral presentations to a summary of the points included in the
statemenL

(6) All witnesses will be limited in the amount of time for their oral summary
before the Committee. Witnesses will be informed as to the time limitation before
their appearance.

Witnesses who fail to comply with these rules will forfeit their privilege to testify.
Written statements.-Persons not scheduled to make an oral presentation, and

others who desire to present their views to the Committee, are urged to prepare a
written statement for submission and inclusion in the printed record of the hearing.
Written testimony for inclusion in the record should be typewritten, not more than
25 double-spaced pages in length and mailed with 5 copies to Michael Stern, Staff
Director, Senate Committee on Finance, Room 2227, Dirksen Senate Office Building,
Washington, D.C. 20510, not later than October 10, 1979.

[Prees ReleaaeJ

CHANGE OF TIME ANNOUNCED FOR FINANCE CoMMsr'ru HLCAR No* ON DISABILITY
PROPOSALS

The Honorable Russell B. Long (D., La.), Chairman of the Senate Committee on
Finance, today announced that the time has been changed for the hearings to be
held on proposals related to Social Security Act Disability programs. The hearings
will be held starting at 2:30-p.m. on Tuesday October 9, and 2:30p.m. on Wednesday
October 10, 1979 in room 2221 Dirksen Senate Office Building. These hearings were
described in Finance Committee press release No. H-60, issued on September 18,
1979. Copies of that press release are available in the Committee office.
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96TH CONGRESS
IST SESSION HeRe 3236

IN THE SENATE OF THE UNITED STATES

Sz P mBiB 10 (legislative day, JuNz 21), 1979
Read twice and referred to the Committee on Finance

AN ACT
To amend title II of the Social Security Act to provide better

work incentives and improved accountability in the disability
insurance program, and for other purposes.

I Be it enacted by the Senate and House of Repmenta-

2 tives of the United States of America in Congress assembled,

3 That this Act, with the following table of contents, may be

4 cited as the "Disability Insurance Amendments of 1979".

TABLE OF CONTENTS

See. 1. Short title.
See. 2. Limitation on total family benefits in disability cases.
See. 3. Reduction in number of drop-out years for younger disabled workers.
Sec. 4. Work incentive-80A demonstration project.
Sec. 5. Extraordinary work expenses due to severe disability.
Sec. 6. Provision of trial work period for disabled widows and widowers; extension

of entitlement to disability'inmance and related benefits.
Sec. 7. Elimination of requirement that months in medicare waiting period be

consecutive.
Se. 8. Disability determinations; Federal review of State agency allowances.
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2
Sec. 9. Information to companyy Secretary' decisions as to claimant's rights.
8ec. 10. Limitation on prospective effect o application.
8cc. i1. Limittion on comt remands.
Sec. i2. Time limitations for decisions on benefit claims.
Sc. 13. Vocational rehabilitation services for disabled individuals.
8c. 14. Continued payment ot benefits to individuals under vocational rehabiita-

tion plans.
8ec. 15. Payment for existing medical evidence.
Sec. 16. Payment of certain travel expenses.
8c. 17. Periodic review of disability determinations.

1 LIMITATION ON TOTAL FAMILY BENEFITS IN DISABILITY

2 CASES

3 SEC. 2. (a) Section 203(a) of the Social Security Act is

4 amended-

5 (1) by striking out "except as provided by para-

6 graph (3)" in paragraph (1) (in the matter preceding

7 subparagraph (A)) and inserting in lieu thereof "except

8 as provided by paragraphs (3) and (6)";

9 (2) by redesignating paragraphs (6), (7), and (8) as

10 paragraphs (7), (8), and (9), respectively; and

11 (3) by inserting after paragraph (5) the following

12 new paragraph:

13 "(6) Notwithstanding any of the preceding provisions of

14 this subsection other than paragraphs (3XA), (3)(0), and (5)

15 (but subject to section 215(iX2X)(AXii)), the total monthly

16 benefits to which beneficiaries may be entitled under sections

17 202 and 223 for any month on the basis of the wages and

18 self-employment income of an individual entitled to disability

19 insurance benefits (whether or not such total benefits are oth-

20 erwise subject to reduction under this subsection but in lieu
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1 of any reduction under this subsection which would otherwise

2 be applicable) shall be reduced (before the application of sec-

3 tion 224) to the smaller of-

4 "(A) 80 percent of such individual's average in-

5 dexed monthly earnings (or 100 percent of his primary

6 insurance amount, if larger), or

7 "(B) 150 percent of such individual's primary in-

8 surance amount.".

9 (b)(1) Section 203(aX2)(D) of such Act is amended by

10 striking out "paragraph (7)" and inserting in lieu thereof

11 "paragraph (8)".

12 (2) Section 203(a)(8) of such Act, as redesignated by

13 subsection (a)(2) of this section, is amended by striking out

14 "paragraph (6)" and inserting in lieu thereof "paragraph

15 (7)".

16 (3) Section 215(i)(2)(A)(ii)(II1) of such Act is amended

17 by striking out "section 203(a) (6) and (7)" and inserting in

18 lieu thereof "section 203(a) (7) and (8)".

19 (4) Section 215(i)(2)(D) of such Act is amended by

20 adding at the end thereof the following new sentence: "Not-

21 withstanding the preceding sentence, such revision of maxi-

22 mum family benefits shall be subject to paragraph (6) of sec-

23 tion 203(a) (as added by section 2(a)(3) of the Disability In-

24 surance Amendments of 1979).".
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1 (c) The amendments made by this section shall apply

2 only with respect to monthly benefits payable on the basis of

3 the wages and self-employment income of an individual

4 whose initial eligibility for benefits (determined under sec-

5 tions 215(aX3)(B) and 215(a)(2XA) of the Social Security

6 Act, as applied for this purpose) begins after 1978, and

7 whose initial entitlement to disability insurance benefits (with

8 respect to the period of disability involved) begins after 1979.

9 REDUCTION IN NUMBER OF DROPOUT YEARS FOR

10 YOUNGER DISABLED WORKERS

11 SEC. 3. (a) Section 215(b)(2)(A) of the Social Security

12 Act is amended to read as follows:

13 "(2XA) The number of an individual's benefit computa-

14 tion years equals the number of elapsed years reduced-

15 "(i) in the 'case of an individual who is entitled to

16 old-age insurance benefits (except as provided in the

17 second sentence of this subparagraph), or who has

18 died, by 5 years, and

19 "(ii) in the case of an individual who is entitled to

20 disability insurance benefits, by the number of years

21 equal to one-fifth of such individual's elapsed years

22 (disregarding any resulting fractional part of a year),

23 but not by more than 5 years.

24 Clause (ii), once applicable with respect to any individual,

25 shall continue to apply for purposes of determining such indi-
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1 vidual's primary insurance amount after his attainment of age

2 65 or any subsequent eligibility for disability insurance bene-

3 fits unless prior to the month in which he attains such age or

4 becomes so eligible there occurs a period of at least 12 con-

5 secutive months for which he was not entitled to a disability

6 insurance benefit. If an individual described in clause (ii) is

7 determined in accordance with regulations of the Secretary to

8 have been responsible for providing (and to have provided)

9 the principal care of a child (of such individual or his or her

10 spouse) under the age of 6 throughout more than 6 full

11 months in any calendar year which is included in such indi.

12 vidual's elapsed years, but which is not disregarded pursuant

13 to clause (ii) or to subparagraph (B) (in determining such indi-

14 vidual's benefit computation years) by reason of the reduction

15 in the number of such individual's elapsed years under clause

16 (ii), the number by which such elapsed years are reduced

17 under this subparagraph pursuant to clause (ii) shall be in-

18 creased by one (up to a combined total not exceeding 5) for

19 each such calendar year; except that (1) no calendar year

20 shall be disregarded by reason of this sentence (in determin-

21 ing such individual's benefit computation years) unless the

22 individual provided such care throughout more than 6 full

23 months in such year, (IH) the particular calendar years to be

24 disregarded under this sentence (in determining such benefit

25 computation years) shall be those years (not otherwise disre-
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1 garded under clause (ii)) for which the total of such individ-

2 ual's wages and self-employment income, after adjustment

3 under paragraph (3), is the smallest, and (II) this sentence

4 shall apply only to the extent that its application would result

5 in a higher primary insurance amount. The number of an

6 individual's benefit computation years as determined under

7 this subparagraph shall in no case be less than 2.".

8 (b) Section 223(aX2) of such Act is amended by insert-

9 ing "and section 215(b)(2)(A)(ii)" after "section 202(q)" in

10 the first sentence.

11 (c) The amendments made by this section shall apply

12 only with respect to monthly benefits payable on the basis of

13 the wages and self-employment income of an individual

14 whose initial entitlement to disability insurance benefits (with

15 respect to the period of disability involved) begins on or after

16 January 1, 1980; except that the third sentence of section

17 215(b)(2)(A) of the Social Security Act (as added by such

18 amendments) shall apply only with respect to monthly bene-

19 fits payable for months after December 1980.

20 WORK INCENTIVE-SOA DEMONSTRATION PROJECT

21 SEC. 4. (a) The Commissioner of Social Security shall

22 develop and carry out experiments and demonstration proj-

23 ects designed to determine the relative advantages and disad-

24 vantages of various alternative methods of treating the work

25 activity of disabled beneficiaries under the old-age, survivors,
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1 and disability insurance program, iiinhindg such methods as

2 a reduction in benefits based on earnings, designed to encour-

3 age the return to work of disabled beneficiaries to the end

4 that savings will accrue to the Trust Funds.

5 (b) The experiments and demonstration projects devel-

6 oped under subsection (a) shall be of sufficient scope and shall

7 be carried out on a wide enough scale to permit a thorough

8 evaluation of the alternative methods under consideration

9 while giving assurance that the results derived from the ex-

10 periments and projects will obtain generally in the operation

11 of the disability insurance program without committing such

12 program to the adoption of any prospective system either lo-

13 cally or nationally.

14 (c) In the case of any experiment or demonstration proj-

15 ect under subsection (a), the Secretary may waive compliance

16 with the benefit requirements of titles H and XVIII of the

17 Social Security Act insofar as is necessary for a thorough

18 evaluation of the alternative methods under consideration. No

19 such experiment or project shall be actually placed in oper-

20 ation unless at least ninety days prior thereto a written

21 report, prepared for purposes of notification and information

22 only and containing a full and complete description thereof,

23 has been transmitted by the Commissioner of Social Security

24 to. the Committee on Ways and Means 6f the House of Rep-

25 resentatives and to the Committee on Finance of the Senate.



10

8

1 Periodic reports on the progress of such experiments and

2 demonstration projects shall be submitted by the Commis-

3 sioner to such committees. When appropriate, such reports

4 shall include detailed recommendations for changes in admin-

5 istration or law, or both, to carry out the objectives stated in

6 subsection (a).

7 (d) The Commissioner of Social Security shall submit to

8 the Congress no later than January 1, 1983, a final report on

9 the experiments and demonstration projects carried out under

10 this section together with any related data and materials

11 which he may consider appropriate.

12 (e) Section 201 of the Social Security Act is amended by

13 adding at the end thereof the following new subsection:

14 "(j) Expenditures made for experiments and demonstra-

15 tion projects under section 4 of the Disability Insurance

16 Amendments of 1979 shall be made from the Federal Dis-

17 ability Insurance Trust Fund and the Federal. Old-Age and

18 Survivors Insurance Trust Fund, as determined appropriate

19 by the Secretary.".

20 EXTRAORDINARY WORK EXPENSES DUE TO SEVERE

21 DISABILITY

22 SEC. 5. Section 223(dX4) of the Social Security Act is

23 amended by inserting after the third sentence the following

24 new sentence: "In determining whether an individual is able

25 to engage in substantial gainful activity by reason of his earn-
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1 ings, where his disability is sufficiently severe to result in a

2 functional limitation requiring assistance in order for him to

3 work, there shall be excluded from such earnings an amount

4 equal to the cost (to the individual) of any attendant care

5 services, medical devices, equipment, prostheses, and similar

6 items and services (not including routine drugs or routine

7 medical services unless such drugs or services are necessary

8 for the control of the disabling condition) which are necessary

9 for that purpose, whether or not such assistance is also

10 needed to enable him to carry out his normal daily

11 functions.".

12 PROVISION OF TRIAL WORK PERIOD FOR DISABLED

13 WIDOWS AND WIDOWERS; EXTENSION OF ENTITLE-

14 MENT TO DISABILITY INSURANCE AND RELATED

15 BENEFITS

16 SEC. 6. (a) Section 222(cX1) of the Social Security

17 Act is amended by striking out "section 223 or 202(d)" and

18 inserting in lieu thereof "section 223, 202(d), 202(e), or

19 202(f)".

20 (2) Section 222(c)(3) of such Act is amended by striking

21 out the period at the end of the first sentence and inserting in

22 lieu thereof ", or, in the case of an individual entitled to

23 widow's or widower's insurance benefits under section 202

24 (e) or (fM who became entitled to such benefits prior to att~in-
H.R.3236---2
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1 ing age 60, with the month in which such individual becomes

2 so entitled.".

3 (3) The amendments made by this subsection shall apply

4 with respect to individuals whose disability has not been de-

5 termined to have ceased prior to the date of the enactment of

6 this Act.

7 (b)(1XA) Section 223(aX1) of such Act is amended by

8 striking out the period at the end of the first sentence and

9 inserting in lieu thereof "or, if later (and subject to subsection

10 (e)), the fifteenth month following the end of such individual's

11 trial work period determined by application of section

12 222(cX4)(A).".

13 (B) Section 202(dX1XG) of such Act is amended by-

14 (i) by redesignating clauses (i) and (ii) as clauses

15 (1) and (IM, respectively,

16 (ii) by inserting "the later of (i)" immediately

17 before "the third month", and

18 (iii) by striking out "or (if later)" and inserting in

19 lieu thereof the following: "(or, if later, and subject to

20 section 223(e), the fifteenth month following the end of

21 such individual's trial work period determined by appli.

22 cation of section 222(cX4XA)), or (ii)".

23 (C) Section 202(eXl) of such Act is amended by striking

24 out the period at the end and inserting in lieu thereof the

25 following: "or, if later (and subject to section 223(e)), the
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1 fifteenth month following the end of such individual's trial

2 work period determined by application of section

3 222(cX4XA).".

4 (D) Section 202(0(1) of such Act is amended by striking

5 out the period at the end and inserting in lieu thereof the

6 following: "or, if later (and subject to section 223(e)), the

7 fifteenth month following the end of such individual's trial

8 work period determined by application of section

9 222(c)(4)A).".

10 (2) Section 223 of such Act is amended by adding at the

11 end thereof the following new subsection:

12 "(e).No benefit shall be payable under subsection (d), (e),

13 or (0 of section 202 or under subsection (a1) to an individual

14 for any month after the third month in which he engages in

15 substantial gainful activity during the 15-month period fol-

16 lowing the end of his trial work period determined by applica-

17 tion of section 222(cX4XA).".

18 (3) Section 226(b) of such Act is amended-

19 (A) by striking out "ending with the month" in

20 the matter following paragraph (2) and inserting in lieu

21 thereof "ending (subject to the last sentence of this

22 subsection) with the month" and

23 (B) by adding at the end thereof the following

24 new sentence: "For purposes of this subsection, an in-

25 dividual who has had a period of trial work which

54-198 0 - 79 - 2
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1 ended as provided in section 222(c)(4XA), and whose

2 entitlement to benefits or status as a qualified railroad

3 retirement beneficiary as described in paragraph (2) has

4 subsequently terminated, shall be deemed to be entitled

5 to such benefits or to occupy such status (notwith-

6 standing the termination of such entitlement or status)

7 for the period of consecutive months throughout all of

8 which the physical or mental impairment, on which

9 such entitlement or status was based, continues, but

10 not in excess of 24 such months.".'

11 (4) The amendments made by this subsection shall apply

12 with respect to individuals whose disability or blindness

13 (whichever may be applicable) has not been determined to

14 have ceased prior to the date of the enactment of this Act.

15 ELIMINATION OF REQUIREMENT THAT MONTHS IN

16 MEDICARE WAITING PERIOD BE CONSECUTIVE

17 SEC. 7. (aXiXA) Section 226(bX2) of the Social Security

18 Act is amended by striking out "consecutive" in clauses (A)

19 and(B).

20 (B) Section 226(b) of such Act is further amended by

21 striking out "consecutive" in the matter following paragraph

22 (2)..

23 (2) Section 1811 of such Act is amended by striking out

24 "consecutive".
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1 (3) Section 1837(gXl) of such Act is amended by strik-

2 ing out "consecutive".

3 (4) Section 7(dK2)(ii) of the Railroad Retirement Act of

4 1974 is amended by striking out "consecutive" each place it

5 appears.

6 (b) Section 226 of the Social Security Act is amended

7 by redesignating subsection (f) as subsection (g), and by in-

8 serting after subsection (e) the following new subsection:

9 "(f) For purposes of subsection (b) (and for purposes of

10 section 1837(gXl) of this Act and section 7(d)(2Xii) of the

11 Railroad Retirement Act of 1974), the 24 months for which

12 an individual has to have been entitled to specified monthly

13 benefits on the basis of disability in order to become entitled

14 to hospital insurance benefits on such basis effective with any

15 particular month (or to be deemed to have enrolled in the

16 supplementary medical insurance program, on the basis of

17 such entitlement, by reason of section 1837(0), where such

18 individual had been entitled to specified monthly benefits of

19 the same type during a previous period which terminated-

20 "(1) more than 60 months before that particular

21 month in any case where such monthly benefits were

22 of the type specified in clause (AXi) or (B) of subsection

23 (bX2), or

24 "(2) more than 84 months before that particular

25 month in any case where such monthly benefits were
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1 of the type specified in clause (AXii) or (AXiii) of such

2 subsection,

3 shall not include any month which occurred during such pre-

4 vious period.". a

5o (c) The amendments made by this section shall apply

6 with respect to hospital insurance or supplementary medical

7 insurance benefits for months after the month in which this

8 Act is enacted.

9 DISABILITY DETERMINATIONS; FEDERAL REVIEW OF

10 STATE AGENCY ALLOWANCES

11 SEC. 8. (a) Section 221(a) of the Social Security Act is

12 amended to read as follows:

13 "(aX1) In the case of any individual, the determination

14 of whether or not he is under a disability (as defined in sec-

15 tion 216(i) or 223(d)) and of the day such disability began,

16 and the determination of the day on which such disability

17 ceases, shall be made by a State agency in any State that

18 notifies the Secretary in writing that it wishes to make such

19 disability determinations commencing with such month as the

20 Secretary and the State agree upon, but only if (A) the Sec-

21 retary has not found, under subsection (bX1), that the State

22 agency has substantially failed to make disability determina-

23 tions in accordance with the applicable provisions of this sec-

24 tion or rules issued thereunder, and (B) the State has not

25 notified the Secretary, under subsection (bX2), that it does
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1 not wish to make such determinations. If the Secretary once

2 makes the finding described in clause (A) of the preceding

3 sentence, or the State gives the notice referred to in clause

4 (B) of such sentence, the Secretary may thereafter determine

5 whether (and, if so, beginning with which month and under

6 what conditions) the State may make again disability deter-

7 minations under this paragraph.

8 "(2) The disability determinations described in para-

9 graph (1) made by a State agency shall be made in accord-

10 ance with the pertinent provisions of this title and the stand-

11 ards and criteria contained in regulations or other written

12 guidelines of the Secretary pertaining to matters such as dis-

13 ability determinations, the class or classes of individuals with

14 respect to which a State may make disability determinations

15 (if it does not wish to do so with respect to all individuals in

16 the State), and the conditions under which it may choose not

17 to make all such determinations. In addition, the Secretary

18 shall promulgate regulations specifying, in such detail as he

19 deems appropriate, performance standards and administrative

20 requirements and procedures to be followed in performing the

21 disability determination function in order to assure effective

22 and uniform administration of the disability insurance pro-

23 gram throughout the United States. The regulations may, for

24 .example, specify matters such as-
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1 "(A) the administrative structure and the relation-

2 ship between various units of the State agency respon-

3 sible for disability determinations,

4 "(B) the physical location of and relationship

5 among agency staff units, and other individuals or or-

6 ganizations performing tasks for the State agency, and

7 standards for the availability to applicants and benefi-

8 ciaries of facilities for making disability determinations,

9 "(C) State agency performance criteria, including

10 the rate of accuracy of decisions, the time periods

11 within which determinations must be made, the proce-

12 dures for and the scope of review by the Secretary,

13 and, as he finds appropriate, by the State, of.its per-

14 formance in individual cases and in classes of cases,

15 and rules governing access of appropriate Federal offi-

16 cials to State offices and to State records relating to its

17 administration of the disability determination function,

18 "(D) fiscal control procedures tbt the State

19 agency may be required to adopt,

20 "(E) the submission of reports and other data, in

21 such form and at such time s. the Secretiry- pay re-

22 quire, concerning the State agency's activities relating

23 to the disability determination process,,and
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1 "(F) any other rules designed to facilitate, or con-

2 trol, or assure the equity and uniformity of the State's

8 disability determinations.".

4 (b) Section 221(b) of such Act is amended to re"d as

5 follows:

6 "(bXl) If the Secretary finds, after notice and oppor-

7 tunity for a hearing, that a State agency is substantially fail-

8 ing to make disability determinations in a manner consistent

9 with his regulations and other written guidelines, the Secre-

10 tary shall, not earlier than 180 days following his finding,

11 make the disability determinations referred to in subsection

12 (aXi).

13 "(2) If a State, having notified the Secretary of its

14 intent to make disability determinations under subsection

15 (aXi), no longer wishes to make such determinations, it shall

16 notify the Secretary in writing of that fact, and, if an agency

17 of the State is making disability determinations at the time

18 such notice is given, it shall continue to do so for not less

19 than 180 days. Thereafter, the Secretary shall make the dis-

20 ability determinations referred to in subsection (aXI).".

21 (c) Section 221(c) of such Act is amended to read as

22 follows:

28 "(cX1) The Secretary (in accordance with paragraph (2))

24 shall review determinations, made by State agencies pursu-

25 ant to this section, that individuals are under disabilities (as
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1 defined in section 216(i) or 223(d)). As a result of any such

2 review, the Secretary may determine that an individual is not

3 under a disability (as so defined) or that such individual's

4 disability began on a day later than that determined by such

5 agency, or that such disability ceased on a day earlier than

6 that determined by such agency. Any review by the Secre-

7 tary of a State agency determination under the preceding

8 provisions of this paragraph shall be made before any action

9 is taken to implement such determination and before any

10 benefits are paid on the basis thereof.

11 "(2) In carrying out the provisions of paragraph (1) with

12 respect to the review of determinations, made by State agen-

13 cies pursuant to this section, that individuals are under dis-

14 abilities (as defined in section 216(i) or 223(d)), the Secretary

15 shall review-

16 "(A) at least 15 percent of all such determinations

17 made by State agencies in the fiscal year 1980,

18 "(B) at least 35 percent of all such determinations

19 made by State agencies in the fiscal year 1981, and

20 "(C) at least 65 percent of all such determinations

21 made by State agencies in any fiscal year after the

22 fiscal year 1981.".

23 (d) Section 221(d) of such Act is amended by striking

24 out "(a)" and inserting in lieu thereof "(a), (b)".
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1 (e) The first sentence of section 221(e) of such Act is

2 amended-

3 (1) by striking out "which has an agreement with

4 the Secretary" and inserting in lieu thereof "which is

5 making disability ,determinations under subsection

6 (a )(1 ) " ,

7 (2) by striking out "as may be mutually agreed

8 upon" and inserting in lieu thereof "as determined by

9 the Secretary", and

10 (3) by striking out "carrying out the agreement

11 under this section" and inserting in lieu thereof

12 "making disability determinations under subsection

13 (aX1)".

14 () Section 221(g) of such Act is amended-

15 (1) by striking out "has no agreement under sub-.

16 section (b)" and inserting in lieu thereof "does not un-

17 dertake to perform disability determinations under sub-

18 section (aXI), or which has been found by the Secre-

19 tary to have substantially failed to make disability de-

20 terminations in a manner consistent with his regula-

21 tions and guidelines", and

22 (2) by striking out "not included in an agreement

23 under subsection (b)" and inserting in lieu thereof "for

24 whom no State undertakes to make disability determi-

25 nations".
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1 (g) The amendments made by this section shall be effec-

2 tive beginning with the twelfth month following the month in

3 which this Act is enacted. Any State that, on the effective

4 date of the amendments made by this section,-as in effect an

5 agreement with the Secretary of Health, Education, and

6 Welfare under section 221(a) of the Social Security Act (as in

7 effect prior to such amendments) will be deemed to have

8 given to the Secretary the notice specified in section

9 221(a)(1) of such Act as amended by this section, in lieu of

10. continuing such agreement in effect after the effective date of

11 such amendments. Thereafter, a State may notify the Secre-

12 tary in writing that it no longer wishes to make disability

13 determinations, effective not less than 180 days after it is

14 given.

15 (h) The Secretary of Health, Education, and Welfare

16 shall submit to the Committee on Ways and Means of the

17 House of Representatives and to the Committee on Finance

18 of the Senate by January 1, 1980, a detailed plan on how he

19 expects to assume the functions and operations of a State

20 disability determination unit when this becomes necessary

21 under the amendments made by this section. Such plan

22 should assume the uninterrupted operation of the disability

23 determination function and the utilization of the best qualified

24 personnel to carry out such function. If any amendment of

25 Federal law or regulation is required to carry out such plan,
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1 recommendations for such amendment should be included in

2 the plan for action by such committees, or for submittal by

3 such committees with appropriate recommendations to the

4 committees having jurisdiction over the Federal civil service

5 and retirement laws.

6 INFORMATION TO ACCOMPANY SECBBTARY'S DECISIONS

7 AS TO CLAIMANT IS RIGHTS

8 SEC. 9. (a) Section 205(b) of the Social Security Act is

9 amended by inserting after the first sentence the following

10 new sentences: "Any such decision by the Secretary shall

11 contain a statement of the case setting forth (1) a citation and

12 discussion of the pertinent law and regulation, (2) a list of the

13 evidence of record and a summary of the evidence, and (8)

14 the Secretary's determination and the reason or reasons upon

15 which it is based.

16 (b) The amendment made by subsection (a) shall apply

17 with respect to decisions made on and after the first day of

18 the second month following the month in which this Act is

19 enacted.

20 LIMITATION ON PROSPBCTIVB EFFECT OF APPLICATION

21 SEC. 10. (a) Section 202(j2) of the Social Security Act

22 is amended to read as follows:

28 "(2) An application for any monthly benefits under this

24 section filed before the first month in which the applicant

25 satisfies the requirements for such benefits shall be deemed a
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I valid application (and shall be deemed to have been filed in

2 such first month) only if the applicant satisfies the require-

3 ments for such benefits before the Secretary makes a final

4 decision on the application and no request under section

5 205(b) for notice and opportunity for a hearing thereon is

6 made or, if such a request is made, before a decision based

7 upon the evidence adduced at the hearing is made (regardless

8 of whether such decision iAcomes the final decision of the

9 Secretary).".

10 (b) Section 216(iX2XG) of such Act is amended-

11 (1) by inserting "(and shall be deemed to have

12 been filed on such first day)" immediately after "shall

13 be deemed a valid application" in the first sentence,

14 (2) by striking out the period at the end of the

15 first sentence and inserting in lieu thereof "and no re-

16 quest under section 205(b) for notice and opportunity

17 for a hearing thereon is made or, if such a request is

18 made, before a decision based upon the evidence ad-

19 duced at the hearing is made (regardless of whether

20 such decision becomes the final decision of the Secre-

21 tary).", and

22 (3) by striking out the second sentence.

23 (c), Section 223(b) of such Act is amended-

24 (1) by inserting "(and shall be deemed to have

25 been filed in such first month)" immediately after
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"shall be deemed & valid application" in the first sen-

2 tence,

3 (2) by striking out the period at the end of the

4 first sentece and inserting in lieu thereof "and no re-

5 quest under section 205(b) for notice and opportunity

6 for a hearing, thereon is made, or if such a request is

7 made, before a decion based upon the evidence ad-

8 duced at the hearing is made (regardless of whether

9 such decision becomes the final decision of the Secre-

10 tary).', and

11 (3) by striking out the second sentence.

12 (d) The amendments made by this section shall apply to

13 applications filed after the month in which this Act is

14 enacted.

15. LIMITATION ON COURT BEMAND8

16 Szc. 11. The sixth sentence of section 205(g) of the

17 Social Security Act is amended by striking out all that pre-

18 codes "and the Secretary shall" and inserting in lieu thereof

19 the following-. "The court may, on motion of the Secretary

20. made forgood.cause shown before he files his answer,

21. rems; the cas.to the Secretary for further action by the

2, Soretary,:awd it myat any time order additional evidence

23 to be 4 beforethe Secretary, but only upon a showing

24 that tba. i# new evidence which is material and that there is
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1 good cause for the failure to incorporate such evidence into

2 the record in a prior proceeding;".

3 TIME LIMITATIONS FOR DECISIONS ON BENEFIT CLAIMS

4 SEC. 12. The Secretary of Health, Education, and Wel-

5 fare shall submit to the Congress, no later than January 1,

6 1980, a report recommending the establishment of appropri-

7 ate time limitations governing decisions on claims for benefits

8 under title H of the Social Security Act. Such report shall

9 specifically recommend-

10 (1) the maximum period of time (after application

11 for a payment under such title is filed) within which

12 the initial decision of the Secretary as to the rights of

13 the applicant should be made;

14 (2) the maximum period of time (after application

15 for reconsideration of any decision described in para-

16 graph (1) is filed) within which a decision of the Secre-

17 tary on such reconsideration should be made;

18 (3) the maximum period of time (after a request

19 for a hearing with respect to any decision described in

20 paragraph (1) is filed) within which a decision of the

21 Secretary upon such hearing (whether affirming, modi-

22 fying, or reversing such decision) should be made; and

23 (4) the maximum period of time (after a request

24 for review by the Appeals Council with respect to any

25 decision described in paragraph (1) is made) within
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1 which the decision of the Secretary upon such review

2 (whether affirming, modifying, or reversing such deci-

3 sion) should be made.

4 In determining the time limitations to be recommended, the

5 Secretary shall take into account both the need for expedi-

6 tious processing of claims for benefits and. the need to assure

7 that all such claims will be thoroughly considered and accu-

8 rarely determined.

9 VOCATIONAL REHABILITATION SERVICES FOR DISABLED

10 INDIVIDUAL

11 SEC. 13. (a) Section 222(d) of the Social Security Act is

12 amended to read as follows:

18 "Costs of Rehabilitation Services From Trust Funds

14 "(dl) For the purpose of making vocational rehabilita-

15 tion services more readily available to disabled individuals

16' who are-

17 "(A) entitled to disability insurance benefits under

18 section 223,

19 "(B) entitled to child's insurance benefits under

20 section 202(d) after having attained age 18 (and are

21 under a disability),

22 "(C) entitled to widow's insurance benefits under

28 section 202(e) prior to attaining age 60, or

24 "(D) entitled to widower's insurance benefits

25 under section 202(f) prior to attaining age 60,
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1 to the end that savings will accrue to the Trust Funds as a

2 result of rehabilitating such individuals into substantial gain-

3 ful activity, there are authorized to be transferred from the

4 Federal Old-Age and Survivors Insurance Trust Fund and

5 the Federal Disability Insurance Trust Fund each fiscal year

6 such sums as may be necessary to enable the Secretary to

7 reimburse-

8 "(i) the general fund in the Treasury of the

9 United States for the Federal share, and

10 "(ii) the State for twice the State share,

11 of the reasonable and necessary costs of vocational rehabiita-

12 tion services furnished such individuals (including services

13 during their waiting periods), under a State plan for vocation-

14 al rehabilitation services approved under title I of the Reha-

15 bilitation Act of 1973 (29 U.S.C. 70.1 et seq.), which result in

16 their performance of substantial gainful activity which lasts

17 for a continuous period of 12 months, or which result in their

18 employment for a continuous period of 12 months in a shel-

19 tered workshop meeting the requirements applicable to a

20 nonprofit rehabilitation facility under paragraphs (8) and

21 (10)(L) of section 7 of such Act (29 U.S.C. 706 (8) and

22 (10)(L)). The determination that the vocational rehabilitation

23 services contributed to the successful return of such individ-

24 uals to substantial gainful activity or their employment in

25 sheltered workshops, and the determination of the amount of
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1 costs to be reimbursed under this subsection, shall be made

2 by the Commissioner of Social Security in accordance with

3 criteria formulated by him.

4 "(2) Payments under this subsection shall be made in

5 advance or by way of reimbursement, with necessary adjust-

6 ments for overpayments and underpayments.

7 "(3) Money paid from the Trust Funds under this sub-

8 section for the reimbursement of the costs of providing serv-

9 ices to individuals who are entitled to benefits under section

10 223 (including services during their waiting periods), or who

11 are entitled to benefits under section 202(d) on the basis of

12 the wages and self-employment income of such individuals,

13 shall be charged to the Federal. Disability Insurance Trust

14 Fund, and all other money paid from the Trust Funds under

15 this subsection shall be charged to the Federal Old-Age and

16 Survivors Insurance Trust Fund. The Secretary shall deter-

17 mine according to such methods and procedures as he may

18 deem appropriate--

19 "(A) the total amount to be reimbursed for the

20 cost of services under this subsection, and

21 "(B) subject to the provisions of the preceding

22 sentence, the amount which should be charged to each

23 of the Trust Funds.

24 "(4) For the purposes of this subsection the term 'voca-

25 tional rehabilitation services' shall have the meaning assigned

54-198 0 - 79 - 3
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1 it in title I of the Rehabilitation Act of 1973 (29 U.S.C. 701

2 et seq.), except that such services may be limited in type,

3 scope, or amount in accordance with regulations of the Sec-

4 retary designed to achieve the purpose of this subsection.

5 "(5) The Secretary is authorized and directed to study

6 alternative methods of providing and financing the costs of

7 vocational rehabilitation services to disabled beneficiaries

8 under this title to the end that maximum savings will result

9 to the Trust Funds. On or before January 1, 1980, the Sec-

10 retary shall transmit to the President and the Congress a

11 report which shall contain his findings and any conclusions

12 and recommendations he may have.".

13 (b) The amendment made by subsection (a) shall apply

14 with respect to fiscal years beginning after September 30,

15 1981.

16 CONTINUED PAYMENT OF BENEFITS TO INDIVIDUALS

17 UNDER VOCATIONAL REHABILITATION PLANS

18 SEC. 14. (a) Section 225 of the Social Security Act is

19 amended by inserting "(a)" after "SEC. 225.", and by adding

20 at the end thereof the following new subsection:

21 "(b) Notwithstanding any other provision of this title,

22 payment to an individual of benefits based on disability (as

23 described in the first sentence of subsection (a)) shall not be

24 terminated or suspended because the physical or mental im-
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1 pairment on which the individual's entitlement to such bene-

2 fits is based has or may have ceased if-

3 "(1) such individual is participating in an ap-

4 proved vocational rehabilitation program under a State

5 plan approved under title I of the Rehabilitation Act of

6 1973, and

7 "(2) the Commissioner of Social Security deter-

8 mines that the completion of such program, or its con-

9 tinuation for a specified period of time, will increase

10 the likelihood that such individual may (following his

11 participation in such program) be permanently removed

12 from the disability benefit rolls.".

13 (b) Section 225(a) of such Act (as designated under sub-

14 section (a) of this section) is amended by striking out "this

15 section" each place it appears and inserting in lieu thereof

16 "this subsection".

17 PAYMENT FOR EXISTING MEDICAL EVIDENCE

18 SEC. 15. (a) Section 223(d)(5) of the Social Security Act

19 is amended by adding at the end thereof the following new

20 sentence: "Any non-Federal hospital, clinic, laboratory, or

21 other provider of medical services, or physician not in the

22 employ of the Federal Government, which supplies medical

23 evidence required by the Secretary under this paragraph

24 shall be entitled to payment from the Secretary for the rea-

25 sonable cost of providing such evidence.".



32

80

1 (b) The amendment made by subsection (a) shall apply

2 with respect to evidence supplied on or after the date of the

3 enactment of this Act. 1

4 PAYMENT OF CERTAIN TRAVEL EXPENSES

5 SEC. 16. Section 201 of the Social Security Act (as

6 amended by section 4(e) of this Act) is amended by adding at

7 the end thereof the following new subsection:

8 "(k) There are authorized to be made available for ex-

9 penditure, out of the Federal Old-Age and Survivors Insur-

10 ance Trust Fund and the Federal Disability Insurance Trust

11 Fund (as determined appropriate by the Secretary), such

12 amounts as are required to pay travel expenses, either on an

13 actual cost or commuted basis, to individuals for travel inci-

14 dent to medical examinations requested by the Secretary in

15 connection with disability determinations under section 221,

16 and to parties, their representatives, and all reasonably nec-

17 essary witnesses for travel within the United States (as de-

18 fined in section 210(i)) to attend reconsideration interviews

19 and proceedings before administrative law judges with re-

20 spect to such determinations. The amount available under the

21 preceding sentence for payment for air travel by any person

22 shall not exceed the coach fare for air travel between the

28 points involved unless the use of first-class accommodations

24 is required (as determined under regulations of the Secretary)

25 because of such person's health condition or the unavailabil-
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1 ity of alternative accommodations; and the amount available

2 for payment for other travel by any person shall not exceed

3 the cost of travel (between the points involved) by the most

4 economical and expeditious means of transportation appropri-

5 ate to such person's health condition, as specified in such*

6 regulations.".

7 PERIODIC REVIEW OF DISABILITY DETERMINATIONS

8 SEC. 17. Section 221 of the Social Security Act is

9 amended by adding at the end thereof the following ne* sub-

10 section:

11 "() In any case where an individual is or has been

12 determined to be under a disability, unless a finding is or has

13 been made that such disability is permanent, the case shall be

14 reviewed by the applicable State agency or the Secretary (as

15 may be appropriate), for purposes of continuing eligibility, at

16 least once every 3 years. Reviews of cases under the preced-

17 ing sentence shall be in addition to, and shall not be consid-

18 ered as a substitute for, any other reviews which are required

19 or provided for under or in the administration of this title.".

Passed the House of Representatives September 6,
1979.

Attest: EDMUND L. HENSHAW, JR.,
Clerk.
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IN THE SENATE OF THE UNITED STATES

JuwN 11 (legislative day, MAY 21), 1979
Read twice and referred to the Committee on Finance

AN ACT
To amend title XVI of the Social Security Act to remove

certain work disincentives for the disabled under the supple-
mental security income benefits program, and for other
purposes.

1 Be it enacted by the Senate and House of Representa-

2 tites of the United States of America in Congrss assembled,

3 That this Act may be cited as the "Supplemental Security

4 Income Disability Amendments of 1979".
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1 EARNINGS LEVEL FOR DETERMINING SUBSTANTIAL

2 GAINFUL ACTIVITY

3 SEC. 2. (a) Section 1614(aX3)(D) of the Social Security

4 Act is amended by inserting immediately after the first sen-

5 tence thereof the following new sentence: "Such criteria

6 must in any event provide that an individual engaged in gain-

7 ful activity shall not, by reason of his or her earnings from

8 such activity, be considered able to engage in substantial

9 gainful activity unless the total amount of such earnings for

10 the period involved exceeds the level at which the portion

11 thereof not excluded (in determining such individual's income)

12 under clauses (i) and (iv) of section 1612(b)(4)(B), reduced by

13 the sum of the amounts (if any) excluded for such period

14 under clause (iii) of such section 1612(b)(4)(B), equals the

15 amount of the benefit or benefits that would be payable to

16 such individual for such period under section 1611(b)(1) or

17 1611(b2) (whichever is applicable to such individual) if he or

18 she had no income of any kind. For purposes of the preceding

19 sentence, the term 'amounts (if any) excluded for such period

20 under clause (iii) of such section 1612(b)(4)(B)' shall include,

21 as amounts so excluded with respect to any of the care, serv-

22 ices, or items referred to in clause (iii) of such section

23 1612(b)(4)(B) which were furnished without cost to the indi-

24 vidual, such amounts as the Secretary may prescribe.".
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1 (b) The amendment made by subsection (a) shall apply

2 with respect to activities in which individuals engage on and

3 after July 1, 1980.

4 EXCLUSION OF WORK-BELATED EXPENSES, AND CERTAIN

5 COSTS OF IMPAIRMENT-RELATED WORK EXPENSES,

6 FOR THE DISABLED f

7 SEC. 3. (a) Section 1612(b4B) of the Social Security

8 Act is amended by striking out "plus one-half of the remain-

9 der thereof, and (ii)" and inserting in lieu thereof the follow-

10 ing: "(ii) an amount equal to 20 percent of such individual's

11 gross earned income for the period involved, representing ex-

12 penses attributable to the earning of such income, (iii) such

13 additional amounts of earned income of such individual, if

14 such individual's disability is sufficiently severe to result in a

15 functional limitation requiring assistance in order for him to

16 work, as may be necessary to pay the costs (to such individu-

17 al) of attendant care services, medical devices, equipment,

18 prostheses, and similar items and services (not including rou-

19 tine drugs or routine medical services unless such drugs or

20 services are necessary for the control of the disabling condi-

21 tion) which are necessary for that purpose, whether or not

22 such assistance is also needed to enable him to carry out his

23 normal daily functions, (iv) one-half of the amount of earned

24 income not excluded after the application of the preceding

25 provisions of this subparagraph, and (v)".
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1 (b) The amendment made by subsection (a) shall apply

2 with respect to expenses incurred on and after July 1, 1980.

3 EXTENSION OF TRIAL WORK PERIOD; PRESUMPTIVE

4 DISABILITY

5 SEC. 4. (aXIXA) Section 1614(aX3) of the Social Secu-

6 rity Act is amended by adding at the end thereof the follow-

7 ing new subparagraph:

8 "(F) For purposes of this title, an individual whose trial

9 work period has ended by application of paragraph (4)(DXi)

10 shall nonetheless be considered to be disabled through the

11 end of the montu preceding the month in which such individ-

12 ual's disability ceases or, if later (and subject to section

13- 1611(eX4)), the fifteenth month following the end of such in-

14 dividual's trial work period.".

15 (B) Section 1614(aX3)(D) of such Act is amended by

16 striking out "paragraph (4)" and inserting in lieu thereof

17 "subparagraph (F) or paragraph (4)".

18 (2) Section 1611(e) of such Act is amended by adding at

19 the end thereof the following new paragraph:

20 "(4) No benefit shall be payable under this title with

21 respect to an eligible individual or his eligible spouse who is

22 an aged, blind, or disabled individual solely by application of

23 section 1614(aX3)(F) for any month after the third month in

24 which he engages in substantial gainful activity during the
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1 fifteen-month period following the end of his trial work period

2 determined by application of section 1614(aX4)(DXi).".

3 (b) Section 1614(aX3) of such Act (as amended by sub-

4 section (aXIXA) of this section) is further amended by adding

5 at the end thereof the following new subparagraph:

6 "(0) An individual applying for benefits under this title

7 as a disabled individual (or as an eligible spouse on the basis

8 of disability) shall be considered presumptively disabled if,

9 within the four years preceding the date of the application, he

10 was treated for purposes of this title or title I1 as a disabled

11 individual but ceased to be so treated because of his perform-

12 ance of substantial gainful activity; but nothing in this para-

13 graph shall prevent his performance of such gainful activity

14 from being taken into account in determining whether he is

15 currently disabled in fact.".

16 (c) The amendments made by this section shall be effec-

17 tive July 1, 1980, and shall apply with respect to individuals

18 whose disability has not been determined to have ceased

19 prior to that date.

20 RESEARCH AND DEMONSTRATION PROJECTS PEBTAINING

21 TO SUPPLEMENTAL SECURITY INCOME PROGRAM

22 SEC. 5. Section 1110 of the Social Security Act is

23 amended--

24 (1) by inserting "(1)" after "Sec. 1110. (a)";
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1 (2) by striking out "for (1)" and "(2)" and insert-

2 ing in lieu. thereof "for (A)" and "(B)", respectively;

3 (3) by redesignating subsections (b) and (c) as

4 paragraphs (2) and (3), respectively;

5 (4) by striking out "under subsection (a)" each

6 place it appears and inserting in lieu thereof "under

7 paragraph (1)";

8 (5) by striking out "purposes of this section" and

9 inserting in lieu thereof "purposes of this subsection";

10 and

11 (6) by adding at the end thereof the following new

12 subsection:

13 "Mb)(l) The Secretary is authorized to waive any of the

14 requirements, conditions, or limitations of title XVI (or to

15 waive them only for specified purposes, or to impose addi-

16 tonal requirements, conditions, or limitations) to such extent

17 and for such period as he finds necessary to carry out one or

18 more experimental, pilot, or demonstration projects which, in

19 his judgment, are likely to assist in promoting the objectives

20 or facilitate the administration of sucL title. Any costs for

21 benefits under or administration of any such project (includ-

22 ing planning for the project and the review and evaluation of

23 the project and its results), in excess of those that would have

24 been incurred without regard to the project, shall be met by

25 the Secretary from amounts available to him for this purpose
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from appropriations made to carry out such title. The costs of

any such project which is carried out in coordination with one

or more related projects under other titles of this Act shall be

allocated among the appropriations available for such proj-

ects and any Trust Funds involved, in a manner determined

by the Secretary, taking into consideration the programs (or

types of benefit) to which the project (or part of a project) is

most closely related or which the project (or part of a project)

is intended to benefit. If, in order to carry out a project under

this subsection, the Secretary requests a State to make sup-

plementary payments (or makes them himself pursuant to an

agreement under section 1616), or to provide medical assist-

ance under its plan approved under title XIX, to individuals

who are not eligible therefor, or in amounts or under circum-

stances in which the State does not make such payments or

provide such medical assistance, the Secretary shall reim-

burse such State for the non-Federal share of such payments

or assistance from amounts appropriated to carry out title

XVL

"(2) With respect to the participation of recipients of

supplemental security income benefits in experimental, pilot,

or demonstration projects under this subsection-

"(A) the Secretary is not authorized to carry out

any project that would result in a substantial reduction
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1 in any individual's total income and resources as a

2 result of his or her participation in the project;

3 "(B) the Secretary may not require any individual

4 to participate in a project; and he shall assure (i) that

5 the voluntary participation of individuals in any project

6 is obtained through informed written consent which

7 satisfies the requirements for informed consent estab-

8 lished by the Secretary for use in any experimental,

9 pilot, or demonstration project in which human subjects

10 are at risk, and (ii) that any individual's voluntary

11 agreement to participate in any project may be revoked

12 by such individual at any time;

13 "(C) the Secretary shall, to the extent feasible

14 and appropriate, include recipients who are under age

15 18 as well as adult recipients; and

16 "(D) the Secretary shall include in the projects

17 carried out under this section such experimental, pilot,

18 or demonstration projects as may be necessary to as-

19 certain the feasibility of treating alcoholics and drug

20 addicts to prevent the onset of irreversible medical

21 conditions which may result in permanent disability,

22 including programs in residential care treatment

23 centers.".
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1 TERMINATION OF ATTRIBUTION OF PARENTS' INCOME

2 AND RESOURCES WHEN CHILD ATTAINS AGE 18

3 SEC. 6. (a) Section 1614(f)(2) of the Social Security Act

4 is amended by striking out "under age 21" and inserting in

5 lieu thereof "under age 18".

6 (b) The amendment made by subsection (a) shall be ef-

7 fective July 1, 1980; except that the amendment made by

8 such subsection shall not apply, in the case of any child age

9 18 or over who receives a supplemental security income

10 benefit for June 1980, during any period for which such

11 benefit would be greater without the application of such

12 amendment.

13 INFORMATION TO ACCOMPANY SECRETARY'S DECISIONS

14 AS TO CLAIMANT'S RIGHTS

15 SEC. 7. (a) Section 1631(c)() of the Social Security Act

16 is amended by inserting after the first sentence the following

17 new sentences: "Any such decision by the Secretary shall

18 contain a statement of the case setting forth (A) a citation

19 and discussion of the pertinent law and regulation, (B) a list

20 of the evidence of record and a summary of the evidence, and

21 (0) the Secretary's determination and the reason or reasons

22 upon which it is based.

23 (b) The amendment made by subsection (a) shall apply

24 with respect to decisions made on and after July 1, 1980.
.1
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1 CONTINUED PAYMENT OF BENEFITS TO INDIVIDUALS

2 UNDER VOCATIONAL REHABILITATION PLANS

3 SEC. 8. (a) Section 1631(a) of the Social Security Act is

4 amended by adding at the end thereof the following new

5 paragraph:

6 "(6) Notwithstanding any other provision of this title,

7 payment of the benefit of any individual who is an aged,

8 blind, or disabled individual solely by reason of disability (as

9 determined under section 1614(aX3)) shall not be terminated

10 or suspended because the physical or mental impairment on

11 which the individual's eligibility for such benefit is based has

12 or may have ceased if-

13 "(A) such individual is participating in an ap-

14 proved vocational rehabilitation program under a State

15 plan approved under title I of the Rehabilitation Act of

16 1973, and

17 "(1) the Commissioner of Social Security deter-

18 mines that the completion of such program, or its con-

19 tinuation for a specified period of time, will increase

20 the likelihood that such individual may (following his

21 participation in such program) be permanently removed

22 from the disability benefit rolls.".

23 (b) The amendment made by subsection (a) shall be ef-

24 fective July 1, 1980, and-shall apply with respect to individ-
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1 uals whose disability has not been determined to have ceased

2 prior to that date.

Passed the House of Representatives June 6, 1979.

Attest: EDMUND L. HENSHAW, JR.,
I Clerk.
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The CHAIRMAN. First, because he is due elsewhere, I would like
to call on Senator Jackson. As I understand it, Senator Magnuson
is tied up over in the Capitol Building, and he will not be here this
afternoon. We will include his statement in the record.

We will be pleased to hear from our distinguished colleague from
Washington, Mr. Jackson.

STATEMENT OF HON. HENRY JACKSON, U.S. SENATOR FROM
WASHINGTON

Senator JACKSON. Thank you very much, Mr. Chairman.
I am appearing here on behalf of Senator Magnuson and myself.

As you mentioned, he is chairing an Appropriations Committee
hearing this afternoon, and regrets that he is unable to be present.

I would just like to take a moment, Mr. Chairman, of the com-
mittee's time on behalf of Senator Magnuson and myself to intro-
duce Mr. Howard Dalton, on my left. Mr. Dalton comes from my
hometown of Everett, Wash., and he will be speaking to you this
afternoon on the merits of S. 1203, which will eliminate the 5-
month waiting period for the terminally ill, so that they may
become immediately eligible to receive social security disability
benefits.

Mr. Dalton is himself a victim of cancer, and like many other
Americans he has faced the prospect of terminal illness and has
had to fight the odds which stand against him. However, unlike
others who suffer this fate, Mr. Dalton has lead a crusade which, if
successful, will help to ease the burden which so many terminally
ill persons must bear. He has championed a cause which will bring
immediate help to those who are most in need of assistance. I
commend him to the committee for his brave and worthwhile
efforts on behalf of all who must face and live with a terminal
illness.

In this regard, Mr. Chairman, I appreciate your consideration in
allowing Mr. Dalton to appear here out of order, and I would like
to include at this point the statement of Senator Magnuson as well
as my own.

The CHAIRMAN. They will be included in the record.
[The prepared statements of Senators Jackson and Magnuson

follow:]

TESTiMONY OF SENATOR HENRY M. JACKSON Bzomz THZ SENATE FINANCE
COMMrrrEE ON S. 1203 AS AN AMENDMENT TO H.R. 3236

Mr. Chairman, I appreciate the opportunity to address the Committee on behalf of
S. 1203-a measure sponsored by Senator bfagnuson and myself, and cosponsored by
seventeen other Senators.

The bill is designed to eliminate the five month waiting period for the terminally
ill so that they may become immediately eligible for Social Security disability
benefits. Rather than go into the merits of the measure myself, I would like to
introduce Mr. Howard Dalton who has traveled here from my home town of Ever-
ett, Washington, to testify on S. 1203.

Mr. Dalton is himself a victim of cancer, and like many other Americans, he has
faced the prospect of terminal illness and has had to fight the odds which stand
against him. However, unlike others who suffer this fate, Mr. Dalton has lead a
crusade which, if successful, will help to ease the burdens which so many persons
like him must bear. He has championed a cause which will bring immediate help to
those who are most in need of assistance. I commend him for his brave and
worthwhile efforts on behalf of all who must face and live with a terminal illness.

54-198 0 - 79 - 4
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In this regard, Mr. Chairman, I appreciate your consideration in allowing me to
take these few moments to introduce Mr. Dalton to the Committee.

STATEMENT OF HoN. WARREN G. MAGNUSON

Mr. Chairman, Members of the Committee, thank you for giving me this opportu-
nity to introduce Mr. Howard Dalton of Everett, Washington to the Committee. I
am particularly happy to be able to introduce him today because a few months ago
no doctor would have vouched that he would be alive to testify here.

Mr. Dalton learned that he had cancer late last year. Shortly thereafter he also
found out that Social Security disability benefits were not immediately available for
his medical bills. He learned that the law required a five-month waiting period for
these benefits. Mr. Dalton's doctors were not sure he would live long enough for him
or his family to receive any benefits. Mr. Dalton then began the two campaigns he
is now struggling for: One for his life, the other for equity in the Social Security
law.

I have the honor of co-sponsoring with Senator Jackson and Senator Bayh legisla-
tion to eliminate the five-month waiting period for disability benefits for terminally
ill persons. Mr. Dalton is here today to testify on behalf of that bill. He can outline
for you far better than I the impact of present law on the terminally ill and their
families, and the importance of extending disability benefits to these people when
they most need them; when they're alive.

Mr. Dalton is not only battling his own illness with vigor, but is also working on
behalf of many others who suffer from terminal illnesses. I thank you again, Mr.
Chairman, for giving me time to introduce this remarkable man to the Committee.

Senator JACKSON. I present Mr. Howard Dalton of Everett, Wash.
The CHAIRMAN. We will hear you right now. Go ahead and make

your statement.

STATEMENT OF HOWARD DALTON, EVERETT, WASH.
Mr. DALTON. Thank you, Senator Jackson.
Gentlemen, as you know, my name is Howard Dalton. I am a

lawfully registered alien, currently residing in Everett, Wash.
Today, gentlemen, 1,600 people will contract a devastating dis-

ease, 1,000 of whom will die. Those 1,000 souls will all have one
thing in common, cancer.

As I sit here and address the most powerful people in the United
States, you might consider the fact that at the height of the Kore-
an conflict and Vietnam war our battle casualties were never that
high.

Cancer, such an ugly word, but such a terrible reality, recently
reached out and included myself in the above statistic. My family
is no stranger to this most dreaded of all diseases. My mother
recently had her voice box removed with cancer. My father died an
agonizing death with melanosa carcinoma, and most recently my
stepfather died with cancer of the lung, liver, and spleen.

Perhaps I can illustrate to this committee another way just how
insidious and invasive this most dreaded of all diseases really is.
Each of us here today either has already or will in the future be
touched by this debilitating deadly disease. Cancer is no respecter
of persons. Soon, too soon, someone you know personally, a friend,
a loved one, or perhaps even yourselves will be stricken, hopefully
it will be one of the cancers that we can conquer today.

If it is one of the 360,000 which will result in death, we should
ask ourselves in what fashion can we help these people die with
dignity.

Y ou mayr not know when the surgeon tells you the news you
really don t want to hear that several things will happen simulta-
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neously. First of all, your career and ability to continue as the
breadwinner come to an immediate halt, since it is almost a surety
you will be attending hospitals for daily treatments. In my case I
drive 60 miles a day. The therapy sometimes causes severe nausea,
affects your taste buds and appetite so adversely that even your
most favorite foods become nauseating to you. For many the rapid
cosmetic changes as a result of radiation and chemotherapy, such
as total hair loss, loss of body weight, are terribly traumatic and
are terrible to behold.

Financially, the majority of cancer patients are quite suddenly
placed under great hardships, at a time when their whole world is
collapsing around them and they can least afford it.

If the recent happenings at Three Mile Island had resulted in
even one death, this great country would have mobilized all of its
great resources to prevent any further tragedy.

Gentlemen, as we sit here in these great chambers, discussing
this terrible killing disease, which will eventually touch all of us in
some tragic way, I urge you to vote affirmatively and eliminate the
present 5-month waiting period for social security disability bene-
fits. There are many, too many cases of which I have personal
knowledge where the disability checks arrived on the day of death,
or where the patient died just a few days too soon to collect any
benefits, and these checks had to be returned to social security.

I understand that at this time having to subjugate humanitarian
feelings and be really objective is going to be difficult, however,
money was paid faithfully year after year by countless millions and
it appears heartless to impose this 5-month waiting period on peo-
ple who need that benefit now. With cancer patient this 5-month
wait could be most, if not all of the rest of their lives.

Today, gentlemen, countless thousands are looking to you with
hope in their hearts. I hope with all my heart that you wilnot fail
them. Cancer patients need not necessarily be cancer victims, with
a little help from social security those benefits would perhaps
mean the difference between eating dinner tonight, and paying a
few bills.

In the Washington Post, dated October 6, the Pope said:
The worker, who by the sweat of his brow waters his affliction, must hope that his

dignity be recognized fully. He has the right not to be deprived, through manipula-
tions that at times amount to real thefts, of the little that he has; he has the right
for his hopes to govern his growth and not be thwarted; the right to that fulfillment
which is human dignity and his sonship of God claim.

At this time, gentlemen, I would like to introduce also the state-
ment of the American Cancer Society for the record.

The CHARMAN. That will also be included in the record.
[The material submitted by the American Cancer Society fol-

lows:]
[From the Washington Po=t, Oct. 6, 1979]

WHAT is Hx RALLv SANG?

(By Timothy S. Healy, S.J.)
The Roman Catholic Church, for all its extent and density, is extraordinarily

sensitive to papal leadership. We talk easily of dominance by papal staffs (more
menacing in Latin as the Curia); but the styles of Pius XII John XXXIII and Paul
VI have all shaped the church. Even John Paul I, the "September Pope" as the



48

Romans called him, rid us blessedly of coronations and enthronements. There is
little reason to expect that the vigorous and pastoral John Paul II, in what promises
to be a long sit on Peter's chair, will have any less impact on the church he loves
and heads.

Any effort to spell out Pope John Paul II's agenda, either for the long run of his
papacy or his immediate visit to the United States, must take into account his
background. Polish Catholicism marks almost everything he says and does. Its
proud nationalism, its discipline in the face of a deadly and powerful adversary, its
long and intense suffering and its devotion to the Blessed Virgin-all are clear in
the deeds and words of the new pope. He has survived the two tyrannical systems of
the 20th century, communism and Nazism, so unlike each other an ideology and so
very like in practice.

He is also a scholar and a poet. His philosophical studies took him deep into
Husserl's world of phenomenology. If this gave him a reverence for facts, and a
distrust of any effort to fit them into straitjackets of preconceptions, it will have
direct import for his conduct of the papacy. Finally, as bishop and cardinal he is
both architect and sharer in the post-conciliar church.

His personal gifts have had their fair share of coverage. Vigor is part of his
charm, and an enormous reassurance to the church. Here is no effete figure, but a
strong man whose body is very much a part of both his thinking and his loving. He
has an extraordinary eel for people in crowds. It is too early to tell the constraints
his struggles against tyranny have locked into his soul. He has however, in his talks
in Mexico, clearly indicated one freedom tyranny gave him-a distrust of systems,
and a refusal to allow the church to be tied into any political or economic ortho-
doxy. He seems to have a touch for the youaig, is not afraid of them, cares for them
and can talk to them. Of all his gifts, this may in time prove the richest.

John Paul II will read the Universal Church strong in the experience of Eastern
and not Western Europe. Our easy assumptions of freedom he has seldom been able
to share. The want lists of highly developed societies are not familiar to him. His
eastward look will show him a church in captivity. His demographic judgment will
be as sound as his theology, and he will read right the numbers at pluck the
hearts from lesser men. He has already heard the voice of 300 million Latin
American Catholics who will, by the turn of the century, be 600 million.

His agenda will thus hardly be that advanced by Time magazine with such
perspicacity and zeal for the reform of the Roman Catholic Church. No one can
deny serious church concern for the five media top ics (abortion, divorce, birth
control, the ordination of women and the marriage of priests). This pope must ask
whether or not the church is free to exist, or whether its people are murdered in the
streets for believing in it, or whether its bishops are in or out of jail, or whether
millions of its faithful are starving.

He is likely to find that expanding the agenda of the developed nations to the
Universal Church would trivialize the pain and the anguish that must be his daily
fare as he looks out on the world the church labors to save.

In the documents he has written one can sense the shape of his philosophical
training. His focus is on man, on human worth, on human dignity, on man's rights
to work, to education, to culture and to freedom. The word "dignity" must occur 30
times in the speeches and homilies he gave in Mexico. But John Paul II will never
settle for the humanist agenda. He will work across to the second step-that is, man.
reborn in Christ. The church must bring wholeness even to the most beautiful
reaches of the humanist vision of human society. The pope is a pastor, not a
philosopher.

Mexico gave us the first serious soundings in his speech to the Third General
Assembly of Latin American Bishops in Puebla. Most of it was written at home, and
it is balanced, central and kind. It marches easily in the footsteps of Paul VI at
Medellin 10 years before, far more than it was given credit for doing in the world's
press. Again and again human dignity as "a gospel value that cannot be despised
without greatly offending the Creator" is proclaimed. He talks of his own and
Christ's identity with the "disinherited, the sick, the imprisoned, the hungry, the
lonely," and speaks with horror of the "growing wealth of the few running parallel
to the growing poverty of the masses." He then goes on to say that "we shall reach
man, we shall reach justice, through evangelization."

The next day at Oaxaca, and two days later at Monterrey, he gave brief talks to
workers in which a different spirit, almost a different man, emerges. In the seven
days of his travels, the facts of life of the church in Latin America had had a chance
to hit him head on. His focus is still on man, and as always on man reborn in
Christ: '"The dignity of the human person must prevail above all other things, which
in turn must be subservient to man." The church is "not afraid to vigorously
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denounce all attacks against human dignity." "If humankind wants to get hold of a
revolution which is getting out of hand.., if it wants to insure true development
of individuals and peoples, then it must revise in a radical form the concept of
progress which under various names has left spiritual values behind it."

But the tone is different. We can feel him reach toward his hearers: "The worker,
who by the sweat of his brow waters his affliction, must hope that his dignity...
be recognized fully. He has the right not to be deprived, through manipulatons that
at times amount to real thefts, of the little that he has; he has the right for his
hopes to govern his growth and not be thwarted- the right to that fulfillment which
his human dignity and his sonship of God claim.'

And finally almost with menace: "For those of you who are responsible for the
welfare of nations, powerful class which at time keep the land unproductive and
hide the bread which so many families lack, human conscience, the conscience of
the nations, the cry of the deprived an, above all the voice of God, the voice of the
church repeats with me, 'It is not just, it is not human, it is not Christian."'

The words in their sincerity fall like hammer blows, and the love behind them is
clear. We do not know yet how much this pope will learn and how quickly he will
learn it. He has already told us one thing that he, as the Vicar of Christ, wants-
that the church address everything in its own house which "is not just, is not
human, is not Christian."

One last word: anyone who thinks he comprehends the breadth and depth and
length and height of this man's love--had best think again.

WRIrrEN STATEMENT OF AMERICAN CANCER SOCIETY, INC.

Mr. Chairman, the American Cancer Society is deeply interested in enactment of
S. 1203 which would remove the waiting period for Social Security disability bene-
fits applicants where the disability is expected to result in death within 12 months.

The American Cancer Society asks no exclusive benefits for cancer patients but
advocates the same relief for all patients in the category defined in the bill.

In this country 2% million Americans devote themselves to educating persons to
discover cancer as early as possible, supporting research to enhance today's ther-
apies for the cancer patient, bring research advances to physicians so that they
can maintain top capability in fighting this disease, and performing numerous tasks
which help reduce the impact of the many cancers on patients and their families.

The American Cancer Society is proud of the fact that today's treatments can
save over 40 percent of all cancer patients. More and more persons are seeing the
practical benefits of the Conquest of Cancer Program mounted by this government
in 1971. Attached to this testimony is a recent Parade Magazine article telling this
statistical story in very human terms, indeed.

This progress quite tragically is not enough. The other 60 percent of cancer
patients in many cases have their useful lives extended by months or years, but the
Cognosis for them is still so bad that cancer is still the nation's most feared disease,

othbecause of its incidence and because of the peculiar agony which accompanies
it.

While the American Cancer Society's volunteers contribute immensely to showing
people why it is necessary to detect cancer early, and how to do it, and therefore
serve to eliminate billions of dollars of medical costs by reducing the needed care,
the disease is still extremely costly to patients and their families.

S. 1203 would require the Social Security Administration, whenever a person
applies for disability benefits to pay those benefits as soon as entitlement is estab-
lished rather than wait for five months, as under present law; but this practice
would be followed only where a physician says the patient has an illness with no
prognosis of improvement and the illness is expected to be fatal within 12 months.

Physicians are most reluctant to make such a prognosis for two reasons. First,
practically every physician with cancer experience has had patients in some in-
stances who live far longer than expected, or even fight their ways to unexpected
cures. Second, even if the physician is nearly 100 percent sure that a patient won't
survive, short of a miracle, or a year, he might be reluctant to share that belief with
the patient. For if there is even the remotest chance of a cure every bit of opimism
and psychological strength should be mustered. Hopeful patients who fight for their
lives do better, most physicians are convinced, even if we do not have incontrovert-
ible statistics to support that conviction.

As for the first of these points, the physicians' possible reluctance to make a
prediction, even to himself, of a patients death within 12 months, it is critically
important, extremely important to remember that S. 1203 deals exclusively with the
disabled. And as physicians, researchers, teachers, and long-term participants in
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community cancer programs, American Cancer Society volunteers and staff can say
authoritatively that, by the time a patient is disabled with cancer the physician in
most cases is quite convinced his patient will not outlive the year. This refers to
medically demonstrable cancer.

This is not true in all types of cancer. There are more than 100 types of this
disease. But in most of the types, the physician seeing the disabled patient can, with
a great deal of statistical confidence, reach a conclusion on the approximate life
expectancy. Of course, there is National Cancer Institute data on life expectancy.
The physician will be informed by these data, but will not abandoned his own
judgent about a given patient's condition, the course of the disease, the patient's
outlook. The physician can speak with conviction, from experience, in many cases.

As to the second point, outlook comes to the fore. Medical and mental health
experts have devoted a great deal of research in recent years to the process of
human dying. The study has been called thanatology. One of the benefits of recent
advances in cancer therapy is that life has been extended and the patient has more
time to put his affairs in order if he expects an early death-insurance, legacies,
will, sale of houses, early retirement, and other benefits. Many physicians, as good
thanatological practice, are already telling patients to prepare for death. No compe-
tent physicians, however, would want to prepare each and every patient that way.
Some patients don't have the psychological make-up which makes this preparation
desirable. Some very commendable people simply cannot bear to hear such news. So
the American Cancer Society is not eager to support legislation where the physician
would be required to predict death. S. 1203 forces nothing upon the physician. The
decision is still his under the bill.

For these two reasons the American Cancer Society is comfortable in supporting
this bill and advocates that its benefits be enacted so that appropriate patients can
be saved some anguish.

The view has been expressed by some that this bill isn't needed because most
disabled persons have enough money to carry them through the firest five months
of their disability. There is strong reason to spare the taxpayer's money for those
cases where a deeper need of disability benefits exists, the argument goes.

The basic premise is correct. That is, after an automobile accident, an industrial
injury, or even a heart attack, a patient might be out of the hospital fairly soon. To
rush him disability benefits when he might go back to work creates a federal
administrative burden, involves a good bit of applicant time, and the need might not
necessarily be drastic or urgent, as the basic premise indicates. But this basic
premise is not what this bill is all about. S. 1203 addresses not simply the disabled,
but only those among the disabled who are expected to die shortly.

In addition to cancer, the heart attack, a myocardial infarction, severe arterioscle-
rosis and possibly other heart ailments afflict patients who, in some cases, face
predictable, early deaths, according to the National Institute of Health. For such
patients, too, the 5-month waiting period is a real burden, as it is for some lung
patients.

In the case of cancer the disability and reliable prediction of death quite frequent-
ly come after weeks, months, maybe years of treatment of various sorts-surgery,
radiation therapy, chemotherapy, immunotherapy-and the patient's family has
been spending huge sums on care. A Missouri study about five years ago showed the
average case of cancer moving through the Ellis Fischel Cancer Center at Columbia
cost just above $20,000. Other data from the National Center for Health Statistics
substantiate this. The cost must be about $25,000 now, at least. In contrast to the
person disabled by an industrial or traffice injury, the cancer patient's fate wasn't
resolved in an instant, but took shape over time, a very expensive time in most
cases. This bill is urgently required to help families meet such financial catastro-
phes. There is no reason to confuse it with the other situation.

Some say that the bill doesn't provide enough money to help a family significant-
ly; that it would be a drain on the public purse to no avail. With cancer costing
$25,000 for an average hospital case, there appears some logic in this conjecture.
But the medical care needed for cancer simply doesn't always unload catastrophic
financial burdens on a family in one great blow. There is often health insurance.
Hospitalization benefits frequently are part of collective bargaining agreements.
Care providers in such cases often wait many months for payment. The family can
start a process of liquidating assets if the insurance is insufficient. Mr. Dalton,
another witness at this hearing, sold his house and moved to a smaller one. As a
family struggles to adjust to pressing needs, the $320 average monthly payment this
bill would provide could go a long way toward meeting house mortgage payments
where a home was bought several years ago. This money could make the difference
between a family's ability to keep the home after the patient's death with the help
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of his insurance benefits and, on the other hand, losing the home because of too
small a cash flow just prior to the patient's death.

There has been the suggestion that the vagaries of the course of human disease
would lead to a great deal of fraud in the administration of the proposed disability
provision. How can a physician be so confident about predicting the course of
disease? Part of the answer has already been covered here. It should be added that
the actuary's office of the Social Security Administration looked into its sources of
information on cancer disability and, in drawing up estimates of the cost of this bill
decided to use 2 months to three months as the additional payment base because,
the staff said, experience shows that is a realistic average if five months entitlement
were added, considering how fast cancer patients die. This certainly indicates that
the 12-month limit would rarely be exceeded, and the opportunity for fraud would
be small, indeed.

The cost of this bill has been estimated by the Social Security Administration, the
American Cancer Society and others. The Society believes the cost is about $82
million annually. Since benefits are related to income, and since wage increases in
recent years will entitle beneficiaries to higher benefits, an estimated 10% per year
increase in the cost of the bill could take place in the next five years, though the
first, written estimate of the Social Security Administration indicates a bit higher
annual increase. If inflation comes under control, however, the cost of the bill
would, likewise level off.

A word about the basis for the $82 million estimate: It relates to a Social Security
estimate of $100 million annually for all involved disease. That $100 million is
adjusted downward in this testimony, and the American Cancer Society believes
Social Security would concur, by reason of other benefits conceivably available to
the beneficiaries S. 1203 attempts to help.

The other benefits are emergency welfare payments available to persons with no
income. This was discussed at a national meeting of American Cancer Society
volunteers and staff in the midwest some months ago with persons attending from a
number of states. Among the volunteers were several social workers. Only one had
heard of this special, emergency provision, illustrating how rare it is used and how
unlikely it has been of true help to patients. On further investigation the Society
learned that the average amount available under such provision is smaller than S.
1203 woil! i provide, about $234/month on the average compared to $320/month.
The inquiries &)so Phowed that the provision varies widely from state to state, is
exceedingly complex to administer, and difficult to apply for. The potential entitle-
ment under emergency provisions, however, would cost states and the federal gover-
nent about $17,650,000 for an estimated 75,000 recipients. The new money, or new
entitlement, resulting from enactment of S. 1203 would, therefore, be about $82
million.

The Social Security Administration gave two estimates, one related to a possible
bill, not one introduced, to pay for the five months only after the patient had died
within a year, thus eliminating any possibility of error or fraud in the estimate. The
Social Security Administration's assessment of cost in this fashion removed -$0
million from the cost in the first year. The American Cancer Society testimony uses
the $100 million estimate because of our view of the unlikeliness of fraud and error.
However, so long as benefits were forthcoming only where medically demonstrable
cancer existed, the potential for error or fraud would be very small, indeed. Regula-
tions could so specify.

Mr. Chairman, this is not a proposal designed to manifest the American Cancer
Society's acuity in recognizing public issues nor the Society's strenuous efforts on
the part of cancer patients everywhere. Rather, it is a proposal which initiated in
the mind of a Society volunteer. It grew out of a cancer patient's experience. That
patient had no need for S. 1203. But fellow patients all around him desperately
needed it and need it now.

The initiator of this bill has, since he began advocating S. 1203, been approached
by families in his own, upper-middle-income neighborhood who were so desperate.
for aid that some members of the families faced going without food so that taxi fare
could be spared for the cancer patient to get his periodical chemotherapy or radi-
ation treatments.

Medical advances have vastly cut costs by providing therapy on an outpatient
basis, rather than the expensive, hospitalization way. Cost-conscious physicians are
saving from $700 to $1,400 per week in hospital costs by treating these patients on
an outpatient basis. Isn't it then tragic that some of these patients from relatively
well-off neighborhoods must give up food in order to afford the transportation to the
hospital for treatment?
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And it is surely doubly and triply tragic for the patient in an urban poverty area,
or a medically underserved rura area, and there are many of them from Maine to
Louisiana, who cannot meet the transportation costs of his disease, or the food
supplement cost of his disease.

There is a critical, human need for S. 1203.

VICTORY OVER A DEADLY FOE

(By Rita Rooney)
The Philadelphia chapter of the American Cancer Society recently gave its annu-

al award for courage to Eva Minetti Ball.
"It was the first thing I had ever won in my life, and I felt like a fraud accepting

it," says the 24-year-old cancer survivor.
Eva was struck with osteogenic sarcoma, a form of bone cancer, five years ago-

shortly before she was to get married. At the time, she stood a 95 percent risk of
losing her leg, with not much hope that the malignancy itself could be arrested.

Her fight and ultimate victory over the disease represent one of a growing
number of happy endings. Dr. Gerald Rosen, Eva's chemotherapist at Memorial
Sloan-Kettering Cancer Center in New York, say: 'Less than 10 years ago, it would
have been unreasonable to think you could make osteogenic sarcoma melt away
with a drug treatment. Today we get 70 percent of the patients free of the disease
after four years."

More significant than isolated progress in treating osteogenic sarcoma itself is the
fact that, while cancer survival generally treads a slow uphill course, statistics show
rapid gains have been made in combating malignancies affecting children and
young adults.

According to the National Cancer Institute (NCI), half the young people treated
for acute leukemia today can be cured with a drug therapy developed at St Jude's
Hospital in Memphis, Tenn. That compares with only 5 percent who achieved a five-
year survival rate in 1960's.

NCI puts the cure for osteogenic sarcoma at approximately 50 percent in major
centers, compared with less than 20 percent in 1972. Just 10 years ago, Hodgkin's
disease, a cancer of the lymph system that often attacks children, was considered
invariably fatal. Today, 50 to 70 percent of Hodgkin's patients (depending on the
advanced stage of the tumor) are surviving a 10-year follow-up.

Some think the young may fare better than the old in cancer care because money
is more readily available for research affecting children.

Dr. Joseph Simone, associate director for clinical research at St. Jude's, says that
young people are more likely to have the kinds of tumors that respond to treatment.
e notes, too, that cancers which strike young people are usually systemic. Until

advances in chemotherapy, there was no way to treat them, since it's impossible to
surgically remove a malignancy that affects an entire system.

Dr. Rosen points out that children tend to be more optimistic than adults, and the
patients who do best on chemotherapy are those who can concentrate more on life
than death.

There is no doubt cancer treatment is painful, even abusive-and to survive, a
person has to find an inner resource that holds stubbornly to life.

Frequently, as in Eva Ball's case, courage is clouded by self-pity. Shortly after the
discovery of her cancer. Eva was told of an experimental operation in which the
cancerous bone might be replaced with a steel bone. During the diagnostic proce-
dures, she was in constant pain. Finally, she was told surgery could be performed,
but there were no guarantees. Before going to the operating room, she signed a
release authorizing amputation of her leg if necessary. It wasn't. The surgery was
successful, but it was months before she could resume her life or even walk.
Meanwhile, she continued chemotherapy treatments.

One of Eva's first decisions after the surgery was to cancel her wedding plans.
Her fiance, Ron Ball, accepted no more than a postponement. "He tried to convince
me it was me he loved, not my legs. Then he tried to make me laugh by telling me I
had skinny legs anyway," she remembers.

But Eva wasn't laughing much in those days. Instead, she demanded constant
sympathy from her family-but when she got it, she rejected it.

"We made it hard on each other. If I wasn't smiling, my mother wanted to know
if I was in pain. Everyone hovered over me so. But, of course, I was responsible for
that. I wanted people to suffer because life had cheated me."

During a scheduled break in her therapy, Eva accepted her older brother's invita-
tion to visit him and his wife in California.
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"It was during that time I was cured-mentally anyway," she admits. "My broth-
er gave me no sympathy. No one in the house mentioned the word 'cancer.' My
sister-in-law had to have a tooth pulled, and I found myyjelf feeling sorry for her."

Eva returned home to Philadelphia, and she and Roi moved up their wedding
plans. Today, three years after the completion of her chemotherapy, the Balls lead a
normal and happy married life.

Mike Finamore of Glen Ridge, N.J., is a young cancer patient who wasn't afraid
to accept responsibility for his own fate. A victim of leukemia when he was 13, Mike
received chemothapy for nine years. Then, five years ago, when he was 22, he made
the decision to discontinue the drugs that were keeping him alive.

His physician, Dr. Monroe Dowling, then of Sloan-Kettering and now in private
practice in Lincoln, Neb., explains the unusual circumstances surrounding Mike's
decision. "Mike Finamore represents the history of the disease," he said "As our
knowledge of therapy progressed, we applied that knowledge to him and to others of
his generation.

"Quite frankly, we didn't know when to stop treatment. There were no precedents
established at that time. I'm sure that if we had felt strongly about Mike's continu-
ing therapy, he would have cooperated. But he understood the experimental nature
of treatment, and he had learned a great deal about it during the years. He wanted
to get on with his life, and so we agreed."

Married four years, Mike now says: "I was either being cured or kept alive by the
medicine. I didn't know what my future held, but I was determined to find out.
When I was off therapy for six months, I asked Ann to marry me."

When Hodgkin's disease struck Sandy Buchanan, of Salem, Mass., she was 21 and
a senior in nursing school.

"I couldn't believe it," she says now. "I ran to medical texts and tried desperately
to find something to cling to, some hope. But the books all gave me the same
verdict-fatal."

Surgeons at Beth Israel Hospital in Boston, were not so willing to accept that
verdict. In one of the first such operations performed in the state, they removed
Sandy's spleen. Surgery was followed by two months of radiation treatment. That
was nine years ago. Sandy has since married.

"One doctor told me I would never become pregnant," says Sandy. "Another said I
might. I chose to believe I would.

"But when I learned I was going to have our first baby, I began to have fears I
hadn't anticipated. I worried about the effects of the radiation. I worried about
every conceivable problem. Sometimes I found it difficult to maintain a sense of
balance. All I could think of was that I wanted children-and yet if my baby wasn't
healthy, I would never be able to live with myself."

With three healthy children, a husband and her studies toward a graduate degree
in nursing, Sandy Buchanan no longer has time to worry about the cancer that once
threatened her happiness and her life.

Sandy's fears about her pregnancy weren't completely groundless, however. Dr.
Anthony J. Piro, who heads the department of therapeutic radiology at Tufts New
England Medical Center, reports that chemotherapy or radiation therapy can cause
sterility in both men and women. Under certain conditions, it might also be harmful
to an unborn child. The danger is considered small, though, and in the case of
young men, the sterility may be temporary.

Sterility may not be considereed one of the major complications of therapy. But
considerable research now centers on refining treatment so that many of the side
effects of therapy, including retarded growth, can be avoided.

Dr. Sidney L. Arje, American Cancer Society vice president, says: "It hasn't been
many years since a diagnosis of cancer was equated with a death sentence. There
was no need for rehabilitation because the patient didn't survive. That's not true
anymore. The more we talk of cures, the more we must deal with the importance of
the quality of life, and the impact of the disease on the patient and his family."

Dr. Arje cites recent programs to educate teachers as part of rehabilitation
efforts. He says emphasis is being placed on helping school administrators under-
stand the emotional and physical complications of therapy so they can assist the
young cancer patient in readjusting to school and environment. This kind of beyond-
cure effort indicates optimism in the medical community-an optimism spreading
across the country to homes where young people like Eva Ball, Mike Finamore and
Sandy Buchanan live out their young lives and plan for the future.
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ADDITIONAL TESTIMONY BY HOWARD DALTON, EVERETT, WASH.

Attached to my main statement are reproductions of several of the 2,380 letters I
have personally received in response to news articles mentioning the need for S.
1203. The originals of these reproduced letters were turned over to the House Ways
and Means Committee, which reproduced them in, Hearings Before the Subcommit-
tee on Social Security of the Committee on Ways and Means, Serial 96-14. They are
attached along with typescripts of several more recently received letters.

I would like to say at this point that I have made no effort to inundate this
Committee with the flood of mail I have received and have brought only a few with
me.

Because of the news articles, I have been asked by the American Cancer Society
and others to give counsel to other afflicted persons. Just last Saturday evening, for
instance, I talked with Mr. Rein Pello, Snohomish, Washington. He was diagnosed
with oat cell carcinoma of the lung about two weeks ago. He has a 44 acre plot in
Snohomish which he has kept as an investment for 15 years. He will be forced to
liquidate this investment in order to gain immediate funds to support his medical
care. He is in such urgent need of the money that he faces a loss because of a ouick
sale in a market difficult for a buyer wanting a mortgage loan.

A prime example of the family dislocation causedby cash shortage among cancer
patients is Mr. Bern Berry, Everett, Wash., who reached me through an American
Cancer Society staff person. I drove him to and from the hospital several times
before he died 2 months ago. He had lung cancer. His wife was employed by the
Snohomish Public Utility Department. Before becoming ill he had been employed by
Standard Oil Co. He told me, "We need that Social Security disability benefit."
First, he sold his automobile. Then he put his house on the market. He received one
Social Security disability payment before he died after living through the 5-month
waiting period.

Mrs. Idell M. Johnson, Box 2965, Everett, Washington, 98203, wrote me, "I am in
complete agreement in your battle with Social Security. I too am on disability, due
to heart and rheumatoid arthritis...."

Mrs. Marion N. MacMunn wrote to me, "I see in the Times February 16 of this
trouble with the Social Security and I can very well see this terrible business after a
person has worked to support our Big Government and gone to war and not
complained and then get left out as was the case with my husband ...

"My husband needed help, too, 21 years ago! I feel bad about the sick, helpless
people in our world ... "

Mr. Chairman, if there is any interest on the Committee's part to see how your
constituents get the impression that the money-in/late-money-out system is widely
viewed as an unfair government mechanism I should, of course, be happy to show
you all of the mail I have received.

I am just one person who happened to get his name in the papers. I am convinced
that all across this country in each of your States there are tens of thousands who
view Social Se urity as unfair in many ways. This impression needs correction via
substantial change. I am suggesting one humane, urgently needed, way to eliminate
some of the unfairness.

SAMPLING OF Lemv its SUBMITTED TO THE U.S. HOUSE OF REPRESENTATIVES

STANWOOD, WASH., February 24, 1979.
Mr. HOWARD DALTON,
Everett, Wash.

DEAR SIR: We would like to add our support to your fight for a better system than
we now have for social security disability regulations. Our sister-in-law was in the
same situation as you now find yourself. She had worked all her life and then found
she had terminal cancer. She applied for her disability and was told she would have
to wait 5 months before the payments would start. Her first check came: The Day
After She Was Buried.

We wish you good luck on your testimony in Washington.
Respectfully,

ARTHUR E. FLATRAY.

FEDERAL WAY, WASH., February 18, 1979.
DEAR MR. DALTON: I have been following with interest your battle with cancer

and the Social Security system. How I'd love to hear you are winning both
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My husband became ill-completely unable to work-last spring. We contacted
the local Social Security Office and filed for disability effective March 15 (my 56th
birthday) hoping he might realize some benefit from these funds he has donated to
for so many years. Herm passed away from cancer on August 2, just 13 days too
soon to qualify for any disability. How naive the majority of us are, feeling secure
with this so called social security. I am not eligible for any relief, other than the
modest death payment, for four more years. Herm contributed to the fund since he
was 15 years old. A homemaker for 35 years-I have had to find part time work to
carry on. Those five months of disability would not have solved my problems, but
they would have helped. Keep up your good work.

Ifl can help your battle in any way-let me know. I need a cause! If you should
happen to meet Herm, some time in the future, please tell him I love him and miss
him with all my heart.

Sincerely,
Mrs. HERMAN C. DEANE.

FEDERAL WAY, WASH., February 16, 1979.
DEAR SIR: We are writing to send you our support concerning the five-month

waiting period on disability payments and no retroactivity.
We lost a dear friend last May, 1978 who had cancer also. He received the same

treatment that you have. After 25 years of paying social security he was told he had
to wait until the five months were up. He died from cancer just a few days short of
his five months. His family received nothing for his disability and they needed the
money badly as his wife worked only part time. Because he could not receive any
help from social security he went back to work and spent his last days-not with his
family-but in exhaustion, extreme fatigue, falling asleep at the wheel on the way
home.

I resent that he had money taken out each month for Social Security, yet when
he needed it, he was told by a regulatory board-NO, not now-wait 5 months. Keep
up the fight-It won't help him but maybe someone out there in the same circum-
stances can receive that which they have already paid in when needed.

Mr. and Mrs. VIRGIL K. Hicys.

SErATLE, WASH., February 17, 1979.
DEAR SIR: Your appeal for no delay in disability social security hits home. In 1964

my husband's youngest sister, Melba Smitherman, lost both legs six inches below
her hips due to surgery. An artificial aorta failed to take her lower extremities. She
was 39 years old.

Due to various problems, such as infection, Melba was unable to apply for disabil.
ity social security for 3 or 4 months-and when she did, had to wait for six months
more before "qualifying." There was no way she could have been physically capable
of working wit in a year of her disability, yet she had to wait.

Melba lived with her widowed mother, who herself (the mother) is on a widow's
pension. My mother-in-law supported Melba until Melba finally received her social
security benefits. Melba worked all of her life, so she had earned her benefits.

You would be doing all people who find themselves physically disabled a great
service if the waiting period could be less, or done away with completely. Even if
one has some financial security, not all are so fortunate. Social security is not
charity-we have paid into it. To have arbitrary decisions made with our own
money is a little hard to take.

Good luck to you.
Sincerely,

Mrs. D. E. (ABELINE M.) LEMON.

SEArrz, WASH., February 15, 1979.
DEAR MR. DALTON: I am glad to know you are making a strong effort to change

the waiting period for disability payments by the Social Security system. It is
shocking to learn there is a waiting period of five months when rationally there
should be no waiting period once disability is declared.

Good luck to your efforts!
Sincerely,

IMOGENE ROUSSEAU.
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KIRKLAND, WASH., February 21, 1979.
DEAR MR. DALTON: I am extremely sorry of your plight, prognosis, and all aspects

of your situation. Please continue to hope because more and more of my friends are
surviving against anticipated odds that were horrendous. I hope it is likewise with
you.

I admire your effort to alter laws that thwart the humanity they are supposed to
espouse.

In my own case, my husband's August death was eased financially throughout the
year and through operation after operation for cumulative circulatory problems-by
VA and SS pensions, which happened to fit into the age/time scheme of these
agencies. I am forever grateful.

Prior to this, we paid $5,000+, when it meant more, and could have been brutal-
ized by the struggle to exist if we had not "fitted" thusly.

In no way, in no time, do I feel that terminal patients should be made to fight or
to justify their condition. Diagnosis should equal immediate help. I deplore the
rejection of your claim-humanely as well as practically; for it seems to me that the
word "terminal" denotes automatically an unemployable status and that this should
justify immediate reception of funds. No other argument makes sense.

If I can help in any way, please let me know. I've had my share of help and feel
that an arbitrary time lapse for benefits obviously due, is a cruel power play.

The best to you and your family and my admiration for your fight in all senses of
the word.

Yours truly,
(Mrs.) RENEE McIVER.

SEATTLE, WASH., February 24, 1979.
MR. HOWARD DALTON: I can understand your case as my sister had the same

problem with the Social Security, but thank God she was able to get hers before she
passed. The Drs. in Baltimore fought for her but I am praying things will change
and this state will fight to help sick people and change the law for all persons with
terminal illness.

Don't give up. All sickness is not death. Keep fighting and praying as I say a
prayer for you to overcome your illness and things change for the better with the
Social Security.

Sincerely,
LuciLuz SMITH.

SEATrT, WASH., February 15, 1979.
DEAR MR. DALTON: I read of your plight with the Social Security rules. Your

Social Security came out of your pay check, its unfair when you have been given 8
to 10 months to live and they still hold out. I know-rules are rules-but in your
case something should be done. Mr. Dalton, I agree with you. I, too, believe as you.
"I don't believe any rule, law or regulation can't be changed"!

I too, am a cancer victim, but I did not get an ultimatum like you did. I have been
told my chances are very good, with radiology treatments and chemotherapy.

I too, asked for temporary disability from Social Security, as I had not been on my
new job long enough to collect and I was told-as you-there was a five month
waiting period. I am lucky. I have returned to work as of last Monday, but because I
couldn t get any help my bills have piled up. As I told you earlier, that Social
Security was taken out of my check, but no deal.

I am able to work, but in your case something should be done, NOW.
I just reread the article in the paper. This gets to me. "Changing the law for

persons with terminal illness would be difficult to administer because of the uncer-
tainty of medical prognosis." It seems he has never had the trauma that goes with
the words-'"you have cancer" and the scars prove it.

Mr. Dalton-I hope my letter-with others-will help you and that you get an"avalanche of letters."
I will close now, with a personal touch. Howard, may God be with you and my

best wishes to you and your wife Joy.
Very sincerely,

NORMA IVAN.
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FBRUARY 20, 1979.
DER HowAD: Because my husband was caught up into this same situation as

you now are I am writing to add any support I might give.
At age 50-with 3 children in school 2 out barely self-supporting, he learned he

had leukemia and 3 to 6 months to live. Our eldest son immediately came home and
worked for his father's partner. Our 16 year old started when school year ended.
Had we not been able to do this and keep money coming in-it would have been
pretty bad. But nothing compared to people who have no means of support when
t4s tragedy hits. I thought many times how terrible this must be for some one with
no income. To face death and whatever else comes with no financial help. Please
add our names as your supporters. Our husband and father lived 5 months and at
that time the waiting period was 6 months-how ironic.

God bless you for your concern for others.
Sincerely, DoRoTHY SEoL.

STZVZN STcHER.
SHELLY STEcHER.
SCOTT Scr m.
SHARnN STWHcR.

Mr. DALTON. Once again, gentlemen, I urge you to vote for
immediate passage, and thank you for giving me this opportunity
to testify here today.

The CHAIRMAN. Thank you very much.
Any questions?
Senator DoL. Let me say, I appreciate very much your state-

ment, Mr. Dalton, and also yours, Senator Jackson.
Do I understand correctly that this would apply to only those

who are terminally ill, where you would waive the 5-month waiting
period?

Mr. DALTON. I think, Senator, this would apply mainly to cancer
patients, although it could very well apply to others who have a
prognosis of a life-threatening illness which is going to result in
death within a 12-month period. In my case, last November, doctors
gave me 6 to 8 months to live. I am ahead of that prognosis, and
my cancer is in remission. However, many that I have met were
not so fortunate.

Did that answer your question?
Senator DoL. The only reason I raised the question, maybe in

your case it is not even fair to raise the question, but there is a 5-
month waiting period, and unless we somehow limit it, and ade-
quately define it, there could be efforts to eliminate the 5-month
waiting period for all beneficiaries.

Mr. DALTON. I think that any doctor who would certify an illness
as being terminal-We refer to the 5-month waiting period, Sena-
tor, but in fact the first social security checks do not arrive until
the 7th month.

Senator DoLS. Thank you.
The CHAmIMAN. Any further questions?
Senator DoLs. No. Thank you.
The CHAIRMAN. Thank you very much, sir.
We will revert to our original order, and we will call on the

Honorable Stanford G. Ross, Commissioner of Social Security.
I would hope, Mr. Ross, that you could abbreviate your state-

ment, which is a very useful and extensive statement, and vie will
print it in its entirety in the record.

Senator Dole?
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Senator DoLE. Mr. Chairman, before we start, I am not going to
read my statement, but I would like to include it in the record. I
would like to point out that it is a discussion of S. 591, which Mr.
Ross discusses also, and I would like to point out that it is spon-
sored by myself, and Senators Moynihan, Bentsen, Ribicoff, Cran-
ston, Danforth, Schweiker, Javits, and Bayh.

The purpose of that legislation is to make improvements in the
supplemental security income program for handicapped persons.
We tried to meet the needs of those who have severe medical
disabilities, but who can still hold full-time or part-time employ-
ment. It contains five provisions. I would just highlight those:
Presumptive disability; income from sheltered workshops; extend-
ing cash benefits, extending medicaid; and attendant care.

I am sure that these will be discussed more at length, and I will
be happy to discuss them more at length later. I would ask that my
entire statement be made a part of the record.

The CHAIRMAN. Without objection, agreed.
[The prepared statement of Senator Dole follows:]

OPENING STATEMENT OF SENATOR DOLE

Mr. Chairman, I am very pleased that the committee is taking time to hold
hearings on legislation to remove work disincentives from the two disability pro-
grams under the Social Security Act. This is an extremely important issue and one
which is very close to my heart. I appreciate the opportunity to hear from witnesses
on these bills, including the measure which I introduced to provide severely disabled
individuals the means to work if they are able.

I am aware of the concerns of administration officials and others over the growth
of disability programs and their fear that the recent leveling-off of program growth
could be temporary if proper measures are not taken to contain such growth.
However, I am very concerned about the effects of the provisions in H.R. 3236 which
will cap family benefits and reduce the number of years of low earnings which can
be excluded by younger workers. While I do not want to provide compensation
which will keep individuals from going back to work if they are able to do so, I
certainly do not want to resign those who will never again have the ability to work
to a life of poverty by limiting benefits arbitrarily. I hope the witnesses here today
will enlighten us on this issue so that we might find a more suitable way to
rehabilitate disabled workers.

I would like to take just a few minutes to discuss S. 591, the bill which I
introduced earlier this year along with Senators Moynihan, Bentsen, Ribicoff, Cran-
ston, Schweiker, Javits, and Bayh, to make various improvements in the supplemen-
tal security income program for handicapped persons.

After studying various SSI provisions, it is obvious that the program is built on
the misconception that disabled individuals don't and can't work. While at one time
there might have been reason to believe this, we know now that it is simply not
true. Society is beginning to realize that there are options to a life of confinement
for disabled individuals, and tht with a little imagination and creative thought
handicapped persons can lead active lives and find employment suitable to their
skills.

Under current law, theere is no middle ground for handicap persons--one
must be either completely dependent on public welfare or totally self-sufficient.
There is no recognition that a handicapped person can have severe disabilities,
monthly medical bills, and attendant care expenses, yet still have work potential.

Unfortunately, it is difficult for many disabled persons to hold low paying jobs
and at the same time finance their heavy medical expenses. It is unrealistic to
expect that a handicapped worker entering the labor force for the first time can
demand an entry level position at a salary high enough to cover their attendant
care and medical expenses. It is feasible, though, that this person could eventually
be promoted into a position where the salary would cover these expenses, but it
must be done one step at a time. Until now, we have not given the handicapped
access to the first step.

My bill is designed to meet the needs of those who have severe medical disabilities
but who can still hold full-time or part-time employment. The legislation contains
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five provisions which will allow handicapped persons to move into the job market
without a total loss of SSI benefits, medicaid and social services.

1. Presumptive disability.-If a person leaves SSI to take a job and finds he is
unable to continue working, he may return to the SSI rolls without first going
through the lengthy process of re-establishing disability.

2. Income from sheltered workshops. -Income from sheltered workshops shall be
considered as earned rather than unearned. This means that the first $65 is exempt
under SSI rather than only the first $20 as is now the case.

3. Extending cash benefits.-Handicapped persons will continue to receive cash
payments under SSI even after they reach the substantial gainful activity level
($280 a month). These special payments will be equal to those the blind now receive.

4. Extending medicaid.-After the break-even point is reached where benefits are
phased out ($443), the Secretary of HEW may continue medicaid benefits if it can be
shown that without the medical assistance the person would be unable to continue
working.

5. Attendant care.-In determining substantial gainful activity, the cost of attend-
ant care is disregarded.

I believe this legislation is preferable to H.R. 3464, which was passed by the
House of Representatives, because it does not change the definition of disability in
the law and it is clearly targeted just to those individuals with severe handicaps. It
is also much less costly than the House bill, particularly in future years.

The current program of SSI benefits places an unrealistic burden on those handi-
capped who wish to become more financially independent. S. 591 provides a gradual
phasing out of Government assistance, yet respects the problems facing the disabled
as they strive to lessen their dependence on that assistance. With this legislation,
we are removing employment disincentives and giving a boost to disabled individ-
uals striving to enter the job market. However, we are not providing the incentive
or the opportunity for minimally disabled individuals to take advantage of programs
which are designed to aid the permanently and totally disabled.

Thank you, Mr. Chairman.

The CHAIRMAN. Mr. Ross, please abbreviate that statement.
Every Senator can read it in its entirety, and also the attachments,
because it contains a lot of information that we ought to have. We
ought to study every bit of it.

STATEMENT OF HON. STANFORD G. ROSS, COMMISSIONER OF
SOCIAL SECURITY

Mr. Ross. Anticipating your request, I have reduced the substan-
tial elements of my testimony to just a few charts, which I would
go through, and then take any questions that you might have.

First of all, I do want to thank you for the opportunity to testify
on these bills. I think that they are very important legislation. The
two House bills that you have before you represent a very construc-
tive approach in social security disability reform. There are some
changes that we are going to propose, but in basic respects it
reflects a Iong period of work by the House subcommittees, and
indeed an HEW task force that was stimulated by your remarks to
Secretary Califano after the 1977 amendments tht the disability
program required study.

The reason we are here today in part is that this is a program
that has grown very rapidly. Indeed, it has grown to the point
where it is a $15.8 billion program today. There are lots of figures
in the testimony. It is a program that we project within the next 10
years will grow to be a $30 billion program. So it is terribly
important to look back at it, and try to make it right.

We now have about 20 years of experience with it, and it is
timely in our mind, given this growth in the program, to look at it.

Senator CHAFE9. The $30 billion is in constant dollars?
Mr. Ross. What is that?
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Senator CHAFEE. The growth that in 10 years would be to $30
million, is that in constant dollars?

Mr. Ross. No, it is not constant dollars. Those are the estimates
based on actual dollar expenditures from the programs, the project-
ed benefit expenditures.

Senator CHAFEE. Thank you.
Mr. Ross. There are three major problem areas which the var-

ious studies have shown.
Replacement rates in this program, because of the underlying

formulas, actually result in about 6 percent of the cases with
people receiving more money when they go on the disability rolls
than their net earnings were before they became disabled. In 16
percent of the cases, the replacement rate is above 80 percent. In
the private sector, a normal replacement rate would be in the 60 to
70 percent range. We do have some provisions that are designed to
try to better correlate replacement rates with predisability earn-
ings.

Seconcl, the program as presently constituted contains positive
economic disincentives to people who want to become rehabilitated
and go back to work. A major aspect of the program we have is
some very specific things that will help people who are severely
impaired, Jut do want to work.

Third, we are dealing here with a very confusing and cumber-
some administrative process that produces results which just are
not satisfactory.

While this is a fairly busy chart, I can briefly give you a picture
of what the problem is with the process from this chart. There are
roughly 1.2 million applications for disability that come into our
district offices. We take the claim, and we then send it to a State
disability determination service for medical determination. We
wind up with allowances of 357,000, and denials of 833,000 at this
first stage of the process.

Then, there is a reconsideration stage where 20 percent of the
cases that go to that are reversed, and you get another 45,000,
roughly, of allowances. These are 1978 figures.

Then you go to an ALJ hearing, which is a full due process
hearing, and 51 percent of the cases that reach that stage are
reversed.

Next there is an appeals council, which reverses 4 percent more
of the cases. Then, we are currently getting roughly 8,000 to 10,000
cases a year that go to the Federal courts. In 1978, they handled
4,900 of them, and in effect reversed 33 percent.

The thrust of our problem is that we have to be gin to make
better decisions earlier in the process so that people get more
timely results, and you do not have the kind of prolonged process
with very high reversal rates, which really rewards perseverance
too much. We have to be getting the right results earlier, and that
is the thrust of the administrative changes we want to have some
authority to make.

Senator DoLE. Are there some average on how long they have to
wait for all that to happen?

Mr. Ross. There are some, and we could give you those.
Senator DOLE. Could you provide those for the record?
Mr. Ross. We would be glad to do that.
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[The following was subsequently supplied for the record:]

At'eroge processing times'
LA~ys

Initial decisions ................................................................................................... . 76
R econ sideration s .......................................................... a ....................................... 5 1
A LJ h ea rings ......................................................................................................... 15 1
A ppeals council ..................................................................................................... 77

'For December 1978, the latest month for which all data are available.

Senator DOLE. I would assume that in some cases it would be
years by the time you saw any disability benefits.

Mr. Ross. Depending particularly on how long it takes before an
ALJ decision is made.

We have brought processing times down. Our ALJ productivity is
very good, and it is better now than it has been in a good number
of years. But it is still a very prolonged period.

I would first like to go back to the work incentive provisions,
which I think are a terribly important part of the bill, and really
something that is vital that we do.

First of all, we would like to provide, and this is in accord with
your bill, Senator Dole, for a deduction of impairment related work
expenses in determining substantial gainful activity.

Second, we would like to give people a safety net for trial work.
Under present law if they work for 9 months, but then fail to
continue to work, they have to go back to an elaborate disability
determination. In order to encourage people who try work, we
would provide that they are automatically reinstated if, for any
reason, a full year after the trial work period ends, they should
lose their job. They would be automatically reinstated, and this is a
kind of safety net provision.

Third, because medicare and medicaid expenses are so high, we
would like to have 3 additional years beyond the year of trial work
in which people who go back to work can keep this medical help.
Again, something to help people who really want to help them-
selves.

Senator DOLE. Are there any special provisions after the 3-year
period?

Mr. Ross. No, there are not and that is where the provisions in
your bill would go further than ours. But to the extent of the first
3 years, I think we are sort of in accord.

We would also like to eliminate a second medicare waiting peri-
od. There is a 24-month waiting period. If somebody tries trial
work, then fails, they could be automatically reinstated for medi-
care without a new waiting period.

Finally, we would like to get a trial work period for widows and
widowers who under present law are not permitted the trial work
option.

The specific administrative improvements we would like to make
involve performance standards put in regulations where the Fed-
eral Government sets standards for accuracy, and processing time,
and cost effectiveness, but leaves it to the States to make the
determinations, without a lot of interference in the day-by-dayactivities.

54-198 0 - 79 - 5
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Under present law, we have a separate contract with each of 52
jurisdictions, and we tried to institute a new form of contract. We
managed to get 21 signed up. But the contractual relationship in a
program which is 100 percent federally financed is just not admin-
istratively working out well.

Does that yellow light mean that you want me to finish quickly,
or do I finish my charts.

Senator DoLE. You have 30 seconds.
Mr. Ross. There is a whole host of other things. There are two

that I would mention.
One is, periodically review the people on the rolls to make sure

that the rolls are kept current, and that people who are not dis-
abled will come off of the rolls.

We want to do more preadjudicative review to make sure that
people who get on the rolls should truly be there. We want to
explore face-to-face interviews so that a claimant will have a
chance to meet with somebody before the formal ALJ proceeding.
We want to introduce an SSA representative to present the case at
the hearing level.

We have a whole host of things which are designed to get better
decisions earlier. Since my time is about completed, I will stop
here.

Senator DoLE. We have a vote in about 1 minute. But we will all
duck out and be right back.

Mr. Ross. The most controversial part of the bill is the cap on
family benefits, to try to relate the benefits more to predisability
earnings.

Present law already has a cap provision in it. It ranges from 150
percent to 188 percent of the workers' benefit. The House bill
would provide a new cap of 80 percent of a worker's average
indexed monthly earnings.

Senator DoLE. Commissioner Ross, maybe we could just stop at
this time and we will be back in about 3 minutes.

Mr. Ross. Fine.
[Recess.]
Senator DoLE. I think we can proceed. The Chairman will be

here in just a minute.
Mr. Ross. To review where we were. There are three sets of

provisions in the bill to remedy these problems that we have point-
ed out. One is the benefit cap and dropout year provisions. The
second is the work incentive provisions, which I covered. The third
is the administrative improvements provision, which I briefly cov-
ered.

Present law, as I said, includes a cap on family benefits. The
House subcommittee went to an 80 percent of average indexed
monthly earnings, or 150 percent of the worker's benefit, which-
ever is lower. There are a number of other proposals, which were
before the House subcommittee, and they started with 75/150.
Congressman Gephardt had a provision for 80/130, which lost 16 to
14 in the full committee. The administration had initially proposed
the 80 percent, but not the 150 percent cap. The Advisory Council
had proposed 90 percent of high 5 consecutive years of indexed
earnings.
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Easier than looking at these numbers, which show you what the
benefit would be based on earnings, is the next chart, which shows
you who the cap would affect.

Somebody with $135 of average indexed monthly earnings is
somebody, obviously, with a very marginal relationship to the
workforce, like an intermittent worker, or somebody who has just
worked part time. The $479 a month are people who have worked
at roughly the Federal minimum wage. The $887 is an average
earning worker, and $1,700 is a high earnings worker.

All of the cap provisions would affect the intermittent worker
the most drastically, and all would have about the same effects on
the intermittent worker. The House bill would affect the people at
the minimum Federal wage to the extent of 8.7 percent. It would
hit the average worker at 17.7 percent, and high earners at 14.2
percent.

The savings under the benefit cap are portrayed on this chart
here. Under the House bill, the cap would save $38 million in the
first year, about $29 million from people whose average indexed
monthly earnings are above $530 a month, $9 million where it is
below $530. Over 5 years, the cap would save $1.364 billion.

These bills before you were not designed as cost or saving bills.
They were designed programmatically to try to improve the oper-
ations of the disability program. The bills followed a separate
course in the House, coming out of the Social Security Subcommit-
tee, and the Public Assistance Subcommittee.

Under the House passed bills on a combined basis, they would
have a net cost to Federal expenditures of $87 million in fiscal year
1980, and in fiscal year 1984, they would save almost $700 million.

Under the kind of combined program that we have advocated in
my testimony, with the changes that we have made, they would
save $21 million in fiscal 1980, and the fiscal year savings would be
$630 million.

But the bill is made up of a host of provisions, some of which add
costs, some of which subtract costs, and it is really the total pro-
gram and balanced package that is to be focused on, and which we
hope this committee will produce.

I would be glad, since I know your time is limited, to take any
questions you may have, and also to submit any additional materi-
als you may wish for the record on any of these points.

Senator DoLE. Chairman Long is right nearby, and the statement
has been made a part of the record.

You mentioned that the SSI and DI programs are tightly inter-
woven. Is there any reason the administrative safeguards, such as
review of disability cases at least once every 3 years, should not
apply to SSI as well as the DI program?

Mr. Ross. No. We would urge that those provisions be made
parallel in the two programs.

Senator DoLE. What has been the reaction of States to your
roposal that disability determination be controlled and monitored
y the Federal Government?
Mr. Ross. There has been a level of opposition, obviously, to

going from the contractual mode to a regulatory mode. On the
other hand, in terms of the general underlying thrust of what we
are trying to do, my sense is that we are very much in agreement,
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which is that it will be far better for the Federal Government to
try to set standards and not try to direct the day-to-day administra-
tion in the State disability determination unit.

I just recently was in Kansas City, and had a regional meeting
with the directors from Missouri, Kansas, Nebraska, and I believe
Iowa, and I though-t-liat in terms of where we ought to be going
with the program, there was a high degree of agreement. While
they were probably opposed to changing from contracts to regula-
tions, we feel very strongly, based on our experience with the
existing contracts, that it is simply not possible to take a 100-
percent federally financed program, be held accountable for it the
way I am in Social Security, and administer it through 52 separate
negotiations. We have to get some uniformity into it.

We have stopped short, let me say, of wanting to diminish the
State's role in any way. We want the States to play a major role.
We want to give them the resources to play that role, and the
support. This is not a way of achieving backdoor federalization. We
do not want to take over the determination part of this program.
We simply want to make sure that every applicant everywhere in
the United States gets the same fair, humane, and efficient treat-
ment.

Senator DOLE. I have a couple of other questions, but I will wait.
Senator Danforth, do you have any questions?
Senator DANFORTH. Commissioner Ross, you have a chart that is

entitled "Disability Adjudication Process." I wonder if one of the
staff could put that back on the easel, and I could just ask you a
question or two about it.

Mr. Ross. I will do it myself. I learned long ago that it is better
to do it yourself.

Senator DANFORTH. Let me ask you, the adjudication of disabil-
ity, that is a matter of fact, isn't it?

Mr. Ross. Yes. It is basically a fact issue, although often legal
issues arise because in order to cany out the determination, there
are a whole host of regulations that define the medical listings that
must be met, vocational factors, and such. So you can have legal
issues arising.

Senator DANFORTH. Can you, just in a hypothetical situation,
take us quickly through the steps that somebody would follow who
used every step of the proceeding? Of course, some people don't,
but if a person were to use every step of the proceeding, what
would happen?

Mr. Ross. They would come into one of the social security district
offices, and file a claim. The Federal people in our offices would
determine whether they have insured status, and then would for-
ward the claim for the disability determination to a State unit. The
State unit would, then, gather the evidence, make a determination
as to whether or not the person was disabled.

If the claim is allowed, and some 30 percent of the claims are
allowed at that stage, then the records come back to the Social
Security Administration, and the person is put into a payment
status.

If the person is denied, which happens in 70 percent of the cases,
they, then, can seek reconsideration. Very often during the recon-
sideration, they will produce additional medical evidence, and
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other evidence, and on the reconsideration, which again is done
without meeting the claimant, but simply off of a record, 20 per-
cent of the 228,000 claimants are denied at reconsideration.

Senator DANFORTH. I can see the figures. All I wanted to know
was the one hypothetical situation.

Mr. Ross. They, then, can file for a hearing before an administra-
tive law judge. This is a full due process hearing, where evidence is
taken. People can present their claim. Indeed, in about 40 percent
of these cases, people bring an attorney to represent them. The
Government is unrepresented under present practice.

The ALJ is the first person in the process under the present
practice who sees the claimant ond can talk to the person.

Senator DANFORTH. But for the one individual, what happens?
Mr. Ross. If the person is allowed, they go into payment status. If

they are not allowed, they, then, can appeal to the Federal courts.
Senator DANFORTH. What about the appeals council?
Mr. Ross. The appeals council is there, but they mainly operate

on their own motion to try to assure some uniformity in the cases.
After the Federal courts, they can immediately go back and file
again and start all over with a new claim at any point. So you have
an almost continual process in some cases.

Senator DANFORTH. You have suggested some administrative im-
provements. Would that be steps being added?

Mr. Ross. No.
Senator DANFORTH. Preadjudicative review, where would that be?
Mr. Ross. Those steps are designed to improve the process at

each stage. The preadjudicative review would come first at the
initial decision level to get more Federal review of the State deter-
minations to make sure that they are being done at a high quality.

It is designed not to add steps, but to make the steps work better
so that you get better decisions earlier, and have far fewer people
needing to reach an ALJ administrative proceeding.

Senator DANFORTH. What about periodic review of disability
beneficiaries?

Mr. Ross. We presently do some of that. We have a diary method
of keeping track. What we are talking about is moving toward a
much more extensive kind of system, where we do a much more
careful job of monitoring the rolls, in effect.

Senator DANFORTH. You have indicated that there could be a
substantial time lag between the time the person first walks in the
door, and then gets either on the rolls or finally determined. Is
that right?

Mr. Ross. Yes, sir.
Senator DANFORTH. The whole thing seems to me to be an inordi-

nately complex series of procedures for making a factual determi-
nation, with virtually no end to it. Is that a fair statement?

Mr. Ross. I think that is right.
Senator DANFORTH. Can anything be done about that?
Mr. Ross. We have given you our best judgment of a lot of things

we can do. I think that it becomes very important when you see
reversal rates of 51 percent of the cases that get before a trained
hearing officer to recognize that there are too many cases reaching
that stage, and that somehow you have to do something to get
more decisions made earlier for people.
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That to me is an indication that the health of this administrative
proceeding is not good. It is not just that reasonable people can
differ, but I have a strong suspicion that you are simply encourag-
ing people to keep going as opposed to thinking about rehabilita-
tion, work incentives, or other things. You are kind of putting
them in a situation where they have to keep thinking about how
they fight their way to proving they are disabled. It is kind of
unproductive, this kind of an elaborate process.

Senator DANFORTH. It would seem to me that it is clearly the
status.

Mr. Ross. Yes.
Senator DANFORTH. I don't know how to avoid it.
Mr. Ross. It produces terrible problems. We have just gotten over

one, but we had a backlog of hearings pending which threatened to
break down the system. I just testified in the House in an oversight
hearing. We had to add A's, we had to get them to increase their
productivity. There was just such a backlog of cases in the system
that it threatened to break down totally.

Senator DANFORTH. Thank you.
The CHAIRMAN. Senator Heinz.
Senator HEINZ. Earlier this year, former HEW Secretary Cali-

fano testified before the House Social Security Subcommittee that
benefits in approximately 6 percent of all cases actually exceed the
disabled person's previous net earnings. Over what period of time
must it take for that to happen, and is this something most likely
to occur in the case of younger people who were at the lower end of
their earning years when they were disabled?

Finally, how many older people, let us say over 60, are included
in that 6-percent figure?

Mr. Rosw. I think that we will have to submit you that break-
down.

Basically, the 6 percent, which is a figure I repeated here today
is based on comparing the benefits one gets to the net earnings a
person has shortly before he becomes disabled.

Senator HEINZ. I understand that.
Would you give us that information for the record?
Mr. Ross. Yes, sir.
[The following was subsequently supplied for the record:]
As noted in the answer to Question 7, there are many ways of measuring a

worker's predisability earnings. The figures given by Secretary Califano were based
on a comparison of a worker's initial family benefit award and his or her wage-
indexed earnings in the highest 5 of the 10 years imediately prior to the onset of
disability, net of estimated income and payroll taxes and work-related expenses.
Using this measure, younger workers are disproportionately likely to have nefit
awards in excess of recent net earnings, both because they have the advantage of
relatively more drop-out years in the computation of their benefit and because they
are relatively more likely to have dependents. By the same token, older workers are
less likely than average to have benefits exceeding recent net earnings. We do not
have similar data for workers age 60 and over.

Senator HEINz. The Secretary went on to say that approximately
16 percent of the beneficiaries receive benefits that are more than
80 percent of their average predisabiity net earnings. Since aver-
age earnings are generally lower than earnings immediately before
the onset of the disability, isn't that a somewhat confusing state-
ment?
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Mr. Ross. No, I don't think it is. I think the concept of average
indexed monthly earnings is the basis of all of the benefit computa-
tions throughout the program. When we figure replacement rates,
both in the retirement program, or the survivors, or other pro-
grams, that is a fairly standard yardstick to use. That is the one
about which we keep all the records.

Senator HEINZ. As I understand it, the family benefit limitation
would affect only those disability recipients with dependents. Isn't
that right?

Mr. Ross. Yes, sir.
Senator HEINZ. Doesn't that strike you as somewhat punitive, let

us say, reducing benefits to families of people who are disabled?
Mr. Ross. No, it is not punitive. You have really two cross-

cutting concepts built into this program. It is a social insurance
program. Insurance principles are important in disability pro-
grams. Somehow when the amount of benefits one can get by going
on the rolls gets too high, you break too far away from the insur-
ance concept.

The other concept is the social adequacy concept. Yes, you do
attempt to provide more adequate benefits when there is a family
than when there is a single worker. But you have to balance the
two concepts. We feel that it is out of balance when there is an
economic incentive because you can receive more money by being
on the rolls than off the rolls.

It is not punitive. It is an attempt to bring some balance into
that part of the program.

Senator HEINZ. What percentage of those on DI are elderly per-
sons?

Mr. Ross. None because they would go into the retirement pro-
gram. If they were over 65, they would be entitled to retirement
pensions.

Senator HEINZ. So you don't see any impact on elderly people by
putting a limitation on the total family disability payments?

Mr. Ross. No, sir.
Senator HEINZ. Thank you.
The CHAIRMAN. Senator Chafee.
Senator CHAFEE. Getting back to the chart again, take the situa-

tion where somebody appears on the initial decision, and it is one
of the 20 percent that receives the benefits. Is he set, or does
anybody review that on behalf of the government? Except when
you have the periodic review of disability beneficiaries that you
recommend?

Take the situation as it exists now, who looks after the govern-
ment in case the award is made?

Mr. Ross. Except for the cases that are diaried for a further look,
we are dependent on a couple of things-the beneficiaries, if they
do go back to work, are supposed to notify us, and we take them off
the rolls.

Senator CHAFEE. In some instances, there is a great disincentive
to go back to work.

Mr. Ross. Exactly.
Senator CHAFEE. Supposing that he did not go back to work, how

would you pick it up?
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Mr. Ross. If they don't go back to work, they can remain dis-
abled, unless it is the kind of condition that we see as medically
improved for one of the diaried type cases.

Senator CHAFEE. It seems to me that as you go through this
elaborate adjudication process, the best thing in the world that
could happen to you is to get a favorable decision right off. If you
are one of the 20 percent, you are lucky, but if you are one of the
80 percent, you really have to go through an arduous program. It is
not until you get to the AUL hearing that you get another real
shot.

Mr. Ross. The reconsideration is a real shot. Twenty percent
reversals is a substantial number of cases. You see, we were put-
ting roughly 450,000 people on the rolls in 1978, and 357,000 go
through the first time, but then you have almost 100,000 that come
on the rolls at various points later, including 45,000 at the recon-
sideration stage, and roughly 45,000 at the ALJ stage.

Senator CHAFEE. I gather that at your ALJ hearings, the govern-
ment is not represented, but the claimant has the right to bring an
attorney. Is that right?

Mr. Ross. That is right.
Senator CHAFEE. You are suggesting changing that, are you?
Mr. Ross. We are going to run an experiment where the govern-

ment is represented. We hope to accomplish several things by that.
One, we want to encourage our people at the earlier stages to make
good, solid decisions, and then let them know that if they do, we
will defend the Government's decision.

Secondly, we want to put the ALJ in the position of being a true
judge. The ALJ right now really has to wear three hats. First, the
hat of the Government presenting the case, then the hat of the
claimant arguing against it, and then taking both of those off, and
putting on the hat of a judge. It is very difficult, and often, I think,
one of the reasons we have so many court cases is that if the AUJ
is too aggressive in questioning the witness, it may set up for a
court reversal.

I think we have to bring more traditional administrative and
judicial rigor into the process, and into this program.

Senator CHAFEE. It would seem that way to me. When you have
an administrative law judge sitting there with the claimant being
represented, and the government not being represented, I am not
sure that he wears three hats, but certainly he wears two hats.
One, he is listening to the case and trying to arrive at a decision;
two, he is trying to see that the government's side gets represented.

Mr. Ross. I also think that the other thing I had up there is
important. We would like to get face-to-face contact with the claim-
ant in an informal setting much earlier, like at the reconsideration
level; so that if somebody has some evidence or facts that mean
that they should be allowed, it gets done without putting them to
the rigors of a full administrative law proceeding, and gets the case
cleaned- up earlier.

I think that it would reduce the number of cases reaching that
more elaborate stage. We are going to be experimenting with that
technique also, if we get the authority.
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Senator CHAFEE. I take it that the next step, the 4 percent
reversal of whatever number that appeal, the reversals are all in
favor of the claimant?

Mr. Ross. There are 900 allowances, and 20,000 denials. The
reason for that process is that we have over 650 administrative law
judges-that is more administrative law judges than the total
judges in the Federal judicial system-trying to bring uniformity
and consistency to that large decisionmaking process, and it re-
quires that kind of appellate court procedure.

What we would like to do is reconstitute the appeals council to
make it work more like a true appellate court, seeking to get
uniformity into the ALJ proceedings.

Senator CHAFEE. I must say that this is certainly a case where
the poor claimant is put through a test of his persistency. If he has
sufficient stamina, and has a good lawyer, he might prevail. If he
does not, he probably loses out with those original 70 percent.

Mr. Ross. Yes; but they can start over at any time. You see, one
thing that happens is that conditions change. Very often, a medical
condition will change during the course of the proceedings.

Senator CHAFEE. It seems to me that these administrative im-
provements are well in order.

Thank you, Mr. Chairman.
The CHAIRMAN. Senator Durenberger?
Senator DURENBERGER. Mr. Ross, I wonder if you would describe

for me what in your opinion is the value of State involvement in
the administration of these programs?

Mr. Ross. The States have done the disability determinations,
and have had the major relationships with the medical community
and with the vocational rehabilitation units and other State pro-
Irams. I think that, by and large, particularly in some of the

States, they have a very good record of making these determina-
tions. I do not think that federalization of the process is always the
solution. I think that it would be far better to make the State
process work better.

Senator DURENBERGER. But this report, that you summarized
here today, does say that the weaknesses in the system are: There
are substantial disparities in the disability evaluation of claimants
from State to State; the ability of the Federal Government to exert
effective management control over State administered program in
the initial stages is limited.

We have pointed out the usual things, that we have a disparity
and, therefore, we need to somehow change the system.

It seemed to me, as I listened to the questions you were asked
about the adjudication process and the suggestions that are made
in here regarding disability determination services, that in this
kind of a situation you are always going to have disparity. I guess I
am not yet persuaded that the disparities are so great that they
might border on the unconscionable, for example, that it is impor-
tant to bring a greater degree of standardization to the process.

What is it that through this rather elaborate process we really
are trying to accomplish here?

Mr. Ross. There is a GAO study, I believe, which goes into this,
and which I am sure your staff has, which does urge federalization
of the process. We believe that if you get regulations that set
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standards that people have to maintain, there would be a substan-
tial enough improvement over the present situation that it is the
way to go at getting incremental improvements into the process.

Senator DURENBERGER. Would you propose an example or two of
what those standards might be?

Mr. Ross. Well, accuracy of decisions. As I said, we are going to
do more preadjudicative review, and we would require the States to
meet more accurate decisionmaking targets, and also quicker proc-
essing time targets. Some of the States are doing a very fine job,
and some are not. We work with the ones that are not more than
with the ones that are, and try to help them to come up to the
national median.

I think that the Federal Government would want to go in only as
a last resort.

Senator DURENBERGER. I guess my concern becomes that the
standards in and of themselves force federalization on some States.
What I hear you saying is that it would be your objective not to
cause that.

Mr. Ross. There are some States that have indicated, and it is no
secret, that they have been discussing whether they want to do this
work. Wisconsin, for example. Senator Nelson is not here, but the
Governor of Wisconsin has indicated that he does not see why, if it
is a 100-percent federally financed program, the State of Wisconsin
wants to do this determination process, and he is restudying it.
There are possibly some other States that will do that.

If the States do not want to do it, then of course the Federal
Government will. But as long as it is consistent with the States'
other programs, and they do want to do it, and do it in a sufficient-
ly high quality way, I think they ought to be left to do it.

Senator DURENBERGER. Thank you very much.
The CHAIRMAN. We have two votes back to back, and I think

everybody will want to be on record on those votes. I will just ask a
couple of questions of you before I go vote.

On pages 6 and 7 of your statement, you discuss this question of
how much in benefits the disabled worker gets in relation with

ior earnings. As I read your statement, the upper-limit ought to
about 80 percent of prior earnings.

What proportion of the disabled under age 50 on social security
get more than that now?

Mr. Ross. I will have to put that into the record, Mr. Chairman.
The CHAIRMAN. What proportion get more in benefits than 100

percent of prior take-home pay?
Mr. Ross. That is the 6 percent, sir.
The CHAIRMAN. So 6 percent get actually more than 100 percent

of prior take-home pay?
Mr. Ross. Yes, sir, and 16 percent get more than 80 percent.
The CHAIRMAN. Can you tell me what percentage of disability

cases under age 50 would get more than 100 percent of their prior
take-home pay under present law and under the House bill? What
change would we have to make in this bill to assure that no one
would get more than 100 percent of his prior take-home pay?

Mr. Ross. Mr. Chairman, we can submit that data on the break-
down by age group.

The CHAIRMAN. All right.
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[The following was subsequently supplied for the record:]
7. Question. How many beneficiaries under age 50 have benefits that are greater

than 100 percent of predisability earnings?
Answer. There are many ways of measuring a worker's predisability earnings.

One measure is average indexed monthly earnings (AIME)-the earnings figure
underlying the social security benefit computation. We estimate that, during 1979,
about 15,000 workers under age 50 will be awarded family disability benefits that
exceed 100 percent of AIME; this figure represents about 7 percent of benefit
awards to all workers under age 50. About 25,000 workers of all ages, or 6 percent of
the total, will be awarded family benefits exceeding 100 percent of AIME.

Mr. Ross. I do believe that the House bill provision, the so-called
cap, does largely eliminate people coming away with more by com-
ing on the rolls than they made while they were working.

The CHAIRMAN. H.R. 3464 would redefine one of the key ele-
ments of the SSI disability definition of substantial gainful activity.
This change does not directly apply to the disability insurance
program, but your actuaries have estimated a minimum spill-over
impact on that program of some half-billion dollars annually, al-
though these costs would apparently build up over time. Moreover,
since the same individuals administer both programs, it would
likely be difficult to maintain this situation in which the same
words have quite different meanings in two programs. If that dis-
tinction is not maintained, your statement indicates on page 25,
the increased annual cost will be some $7 billion.

Thus, would it be correct to say that adopting this provision of
the House bill would, in the long run, raise the cost of disability
insurance somewhere between one-half billion dollars and $7 bil-
lion a year?

Mr. Ross. Yes. We strongly oppose that change in the SGA
because I think that it is very important to recognize that that is
part of the definition of disability, and were that provision to be
enacted, it would create very serious disparities as we point out in
the testimony at some length.

The CHAIRMAN. I have some questions that Senator Baucus left
me, and I would like to submit those on his behalf. You can answer
those questions for the record.

Mr. Ross. We will be glad to answer those for the record, sir.
Senator HEINZ. Mr. Chairman, is it our plan to come back here

and continue the hearing?
The CHAIRMAN. Yes, sir. We have those two votes, but if you

want to ask a few more questions you can. Do you want to ask
some more questions now?

Senator HEINZ. So, I can submit those questions to you.
Mr. Ross. If you want to submit any more questions, we will be

glad to answer them for the record. If either you or any of your
staff would like to discuss the bill further, either myself or some of
my staff will be glad to come and walk you through the bill
provisions.

[The questions and eonswers so referred to follow:]
1. Question. Would SSA consider shortening the waiting period-possibly to 2 or 3months?

Answer. The Administration would not favor a reduction in the current 5-month
disability waiting period.
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There has been a waiting-period requirement (originally 6 months) since social
security disability benefits wore first provided. The original purpose of the waiting
period was to limit the cost of the disability program and to allow time for most
essentially temporary impairments to be corrected or to show definite signs of
improvement. The cost consideration is still valid today, although the waiting period
is no longer a measurement as to whether or not an impairment will be temporary.
Most insurance and indemnity programs provide a waiting-period or a co-insurance
feature to avoid frivolous claims and to make more certain that the impairment is
not temporary and that the individual is unable to work because of the impairment.

The potential for financial difficulty for disabled workers and their families
during the 5-month waiting period is substantially reduced because of other private
and public benefits. About two-thirds of the Nation's wage and salary workers are
protected under employer sick-leave or wage-continuation plans or under sickness
insurance in the event they become disabled. Five States (New York, California,
New Jersey, Rhode Island, and Hawaii) and Puerto Rico have compulsory tempo-
rary disability programs which provide benefits for up to 26 weeks of disability, and
about one-fourth of the workers in private industry are covered under these pro-
grams. Over 20 million people are covered under private pension plans with disabil-
ity retirement provisions and many of these people are protected for the early
months of disability. Also, under the Federal Supplemental Security Income Pro-
gram, needy disabled and blind people are eligible for monthly payments without
having to serve a waiting period.

If the waiting period were reduced from 5 months to 3 months (and retaining the
present 12-month duration requirement), about $500 million would be paid in addi-
tional benefits in the first full year after enactment; reducing the waiting period to
2 months would result in about $700 million in additional benefits being paid during
the same period. The long-range program costs would be 0.07 percent of taxable
payroll for disability insurance benefits and 0.01 percent for hospital insurance.
Considering the availability of other forms of disability protection during the early
months of long-term disability, an increase of this magnitude does not seem war-
ranted.

2. Question. Does the Administration favor eliminating the 5-month waiting peri-
od for the terminally ill as advocated in S. 1203?

Answer. The Administration does not recommend eliminating the 5-month wait-
ing period in cases of terminal illness. We recognize that the waiting-period require-
ment can mean that some terminally ill people may not receive any disability
benefits. However, we believe that the same arguments (see answer to question 1)
for not eliminating or shortening the waiting period for all disabled beneficiaries
also apply to the terminally ill.

In addition, we believe the provision will be difficult to administer because of the
uncertainties surrounding a medical prognosis of "a medically determinable physi-
cal impairment which is expected to result in the death of such individual within
the next 12 months." Some people who initially might be expected to die within 12
months after onset survive longer. These people could receive benefits beginning
with the first full month of disability. On the other hand, some others who might be
expected to live longer than 12 months would die within that period. These people
could not qualify for benefits until the first full month of disability after the 5-
month waiting period. This disparity in treatment could result in pressure to
eliminate the waiting period in all cases which would significantly increase program
costs.

If benefits were paid prospectively based on medical prognosis, the long-term range
prgram cost could be as high as .03 percent of taxab payroll. It is estimated that

150 million would be paid in additional benefits in the first full year after enact-
ment.

3. Question. One reason cited for the social security disability insurance legislation
is the need to insure the financial disability insurance trust fund.

My understanding is that the trust fund is secure. The growth rate of the number
of beneficiaries on the rolls is the lowest since the beginning of the program. Also,
the Social Security Amendments of 1977 corrected the error in indexing benefits
that initiated the trust fund crisis.

In fact, recent findings of the social security trustees report show a projected long-
run deficit has been reversed to a projected long-run surplus of .28 percent of
payroll. These new developments show that the trust fund is expected to be in
surplus every year for the ensuing 75 years.

A recent CBO report also showed that while deterioration in the financial sound-
ness of the social security system may occur during the next 5 years, the problem
lies in the old age and survivors' (OASI) program. Balances in the DI fund are
projected to grow from 31 percent of outlays in fiscal year 1979 to 56 percent in
fiscal year 1984.



73

What is your response in view of these findings?
Answer. It is true that because of recent favorable disability experience, the DI

trust fund is now projected to be in relatively better shape than the OASI trust
fund, unlike the situation before enactment of the 1977 amendments. And it is true
that the House-passed legislation would have a relatively small positive effect on
disability insurance financing. However, the disability insurance proposals which
the Administration supports are not intended to improve the financial status of the
program but to address the question of equity and fairness between various catego-
ries of beneficiaries, improve program administration and provide more incentives
for disabled people to return to productive activity.

The social security disability legislation passed by the House is a constructive and
balanced approach developed over a number of years of bipartisan effort by the
Social Security Subcommittee of the House Committee on Ways and Means and it
would make some necessary reforms in our disability insurance program by:

Establishing a more efficient administrative structure for making disability deter-
minations;

Making the program more equitable by preventing people from receiving benefits
which equal or exceed their take-home pay before becoming disabled; and

Removing disincentives for disabled people who want to return to work.
The question of whether or not recent disability insurance experience indicates a

long-term trend that would result in significantly mcre favorable disability insur-
ance trust fund balances in the future than has been the case in the past should not
affect our assessment of the merits of this proposed legislation.

4. Question. Could you explain to the committee the factors contributing to the
rapid growth of the SSDI program in the 1970's? One component influencing partici-
pation in the program seems to be unemployment rates. What are your projections
over the next 5 years in terms of the cause and effect phenomenon of unemploy-
ment and participation in the disability program?

Answer. Several factors probably contributed to the rapid growth of the disability
insurance (DI) program during the first several years of this decade, but there is no
general agreement on the extent to which each of the factors explains past trends in
program growth. These factors are:

1. Changes in administrative procedures for the disability determination and
review processes.

2. The beginning of the supplemental security income (SSI) program in 1974.
There had been indications that a significant number of disabled persons who were
receiving public assistance payments before 1974 were eligible for, but not receiving,
disability insurance benefits. Probably many of these disabled persons began receiv-
ing DI benefits when they were identified for SSI purposes.

3. Legislative changes such as: (a) liberalizations in the basic definition of disabil-
ity and in eligibility requirements, enacted in 1965 and 1967; (b) reduction in the
disability waiting period from 6 months to 5 months, enacted in 1972; and (c)
increases in DI benefit levels.

4. The 1974-75 recession and the resulting higher rates of unemployment.
5. Increased awareness of the DI program by the general public.
The experience of the DI program in 1978 and 1979 has been more favorable than

had been anticipated. The number of new benefit awards to disabled workers in
1978 and in the first three quarters of 1979 is substantially lower than in previous
years. Part of this decline in awards may have been related to the continuing
growth in the economy since the last recession. The number of claims fbr DI
benefits in 1978 and in the first three quarters of 1979 has also been somewhat
lower than in previous years. However, since the percentage decline in awards was
much greater than the percentage decline in claims, a more significant factor may
have been improvements in the disability determination process. The effect of the
SSI program on DI program growth may also be declining. The actual decline in
awards was probably related to some combination of all of these factors, but as
indicated above, specific cause-and-effect relationships cannot be reliably deter-
mined.

Our estimates of the operations of the disability insurance trust fund shown in
the Mid-Session Review of the President's 1980 Budget were based in part on the
assumption that the average annual unemployment rate will be 6.1 percent in 1979
and 6.8 percent in 1980. (The 1978 rate was about 6 percent.) The average annual
number of disability awards projected during the next 5 years 1980-84 is 14 percent
higher than the number projected for 1979. About half of this increase is attributa-
ble to increases in the population insured for disability, and the other half reflects,
in part, the assumed higher unemployment rate in 1980, as well as an assumed
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partial return to the long-term historical trend in disability incidence rates observed
uring the years before 1974.
In view of economic developments since the Mid-Session Review assumptions were

prepared, especially the recent increases in interest rates, the average unemploy-
ment rate for 1980 will probably exceed the assumed rate of 6.8 percent. Under the
pessimistic set of assumptions (i.e., alternative III) in the 1979 Trustees Report, the
average unemployment rate for 1980 was assumed to be 8.2 percent. The average
annual number of disability awards projected over the next 5 years under the
assumptions of alternative I was 16 percent higher than the number projected for
1979.

5. Question. One reason cited in justification of the benefit cuts is that no one
should receive benefits exceeding what they earned in the work force. What statis-
tics do you have which demonstrate the need for this major change? And what do
we know about the increased cost and needs of the severely and permanently
disabled person?

Answer. We have estimated that at least 6 percent of disabled workers are
awarded family benefits that exceed their recent predisability earnings, net of
estimated income and payroll taxes and work-related expenses. Up to now there has
been no comprehensive analysis of the special expenditure needs of the disabled. A
study on the issue is now being done under a grant from the National Science
Foundation but will not be completed for several months.

6. Question. Finally, the SSDI program is an earnings replacement program. Do
we have any statistics to show whether the benefits are adequate? One way to
demonstrate this might be to determine whether the recipient is receiving other
forms of Federal aid.

Answer. There are a number of measures that may be used to determine whether
social security disability benefits are adequate. These measures may be separated
into two broad categories.

Absolute standards focus on dollar amounts of income and define adequacy in
terms of the total income required to purchase a specified set of goods and services.
An example of an absolute standard would be the SSI income guarantee level. In
1978 less than 20 percent of all disabled worker beneficiaries received social security
benefits below the income guarantee provided by the Federal portion of SSI.

Relative standards for evaluating adequacy of social security benefits focus on the
relationship between income after disability and previous earnings or private pen-
sion contributions. The social security benefit formula is especially designed to
produce benefits in most cases which are adequate in these terms. In fact, the
weighting in the formula provides that a low-wage worker gets a benefit that is a
higher percentage of hi. previous earnings than does a high earner. This was done
in recognition of the fact that the low-paid worker has less margin" for reduction in
his income than does the worker with average or above-average earnings and also
has had less opportunity to supplement his benefits with private savings and invest-
ment income.

The attached table shows the various kinds of benefits received by workers who
receive social security disability insurance benefits. This is the latest information we
have.

Attachment.

INCIDENCE OF MULTIPLE TRANSFER INCOME ENTITLEMENTS AMONG DISABILITY INSURANCE
BENEFICIARIES ,

kadiab ty nfea family beeots
Sspe 00- $1.600- $ ,4 M -$04 S 11,00- $240- $3,200- $4,000 Of AN! level)79 1,599 2.39 33"9 3.999" r

Number of disabled workers (in thou-
sands) ..................................................... 2 243 464 128 120 122 1.018

Percent of disabled workers ...................... .2 22.6 43.0 11.8 11.1 11.3 100.0
Percent of eacW group which also receives

each of the following kinds of benefs:
Railroad retired ent ................................................. .7 1.0 ........................................ .9 .7
Veterans compensation ............................................ 17.4 20.4 27.4 27.4 32.5 22.7
Workers wnmpesation ...................... 41.1 1.2 3.4 3.3 8.6 9.4 4.2
Government pensi ................................................ 4.4 6.9 5.9 3.2 7.8 5.9
State sickness insurance ........................................ .4 .4 1 7 ........................................ .5
Unemplo nent insurance ........................................ 1.8 1.0 .7 .7 .8 1.1
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INCIDENCE OF MULTIPLE TRANSFER INCOME ENTITLEMENTS AMONG DISABIUTY INSURANCE
BENEFICIARIES '--Continued

AN perm $0-799 $800- $1,600- $2,400- $3,200- $4,000 or AM lewb
1,599 2,399 3,199 3,999 more

APTD-A8 ................................................................ 12.9 6.1 4.6 1.9 3.9 6.8
AFOC ................................................... 31.1 4.8 2.1 1.5 1.9 2.2 2.7
Other welfare ......................................................... 4.8 4.3 1.7 1.7 2.4 3.6
Private pe sion ....................................................... 2.9 14.2 12.7 10.8 23.9 12.2
Private i sr ance .................................................... .3 4.8 3.7 3.8 1.7 3.2
Relatives outside ho e l .................................... 3.7 1.6 4.6 .8 1.6 2.3
Any o above ...................................... 72.2 44.2 52.6 54.2 56.3 67.8 53.1

,Estmate for 31 beefoanes m in " sttus in Dece 1911, with inii entdement before 1911. Based on the 1912 Sor, of
th e Dealed, retad y to tow =e terondnng

8. Question. What can we do to make sure that no one gets over 100 percent? Does
H.R. 3236 do this?

Answer. If H.R. 3236 had been in effect in 1979, we estimate that about 10,000
workers of all ages, or 21/2 percent of the total, would be awarded family benefits
exceeding 100 percent of AIME. There would be no cases of benefits in excess of 100
percent of AIME only if there were no minimum primary insurance amount (PIA)
and if the maximum family benefit in H.R. 3236 did not guarantee each disabled
worker at least 100 percent of the PIA.

The CHAIRMAN. Thank you very much. I would appreciate it if
you could stay in the hearing room for a while after the other
Senators get back in just in case someone wants to call you back to
interrogate you further about this matter. If you could work that
out, I would appreciate it.

Mr. Ross. Yes, sir.
The CHAIRMAN. Please understand that we had planned to have

this as a morning hearing when there would not have been so
many rollcalls, but we pushed it back because we are trying to get
the windfall tax bill out that the President wants reported.

[The prepared statement and charts of Mr. Ross follow:]

STATEMENT BY STANFORD G. Ross, COMMISSIONER OF SOCIAL SECURITY

Mr. Chairman and members of the Committee, I welcome the opportunity to
appear before you to discuss H.R. 3236-the "Social Security Disability Reform
B.i l"-and H.R. 3464-the "Supplemental Securit Income Amendments of 1979."
We are pleased that you are considering these bills which, in general, represent a
thoughtful, constructive approach to improving our disability programs.

An integrated approach to reform in the social security and SSI disability pro-
grams is essential. These programs are tightly interwoven: they share the same
definition of disability; they share the same administrative process for determining
disability; and many beneficiaries receive benefits from both programs. Changes to
these programs should be made in a consistent and parallel manner; otherwise,
anomalies and inequities will result which I will discuss in some depth later in my
testimony.

These bills are the result of an intensive study over a long period of the disability
programs, in which the Senate, the House, and the Administration have all partici-
pated. In fact, Mr. Chairman, suggestions made by you and Chairman Ullman
prompted our decision to look first at disability during our review of all social
security programs. We consulted with Members of Congress, representatives of the
States, and national organizations representing the disabled and others. Some of the
problems identified in this comprehensive review are:

The growth of the disability insurance (DI) program far exceeded all expectations
and continues to do so:

Established in the 1950's, the social security disability program paid about $.5
billion in benefits in 1960 and a little over $3 billion in 1970.
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But the number of beneficiaries nearly doubled between 1965 and 1975, and the
costs during the 1965-1975 period rose more than five-fold from $1.6 billion to $8.4
billion.

Today, only 4 years later-and even though the rate of increase in the number of
beneficiaries is slowing-annual costs have doubled to almost $16 billion.

Within the next 10 years, costs are projected to redouble over today's level: the
annual benefits would be over $30 billion.

Both the SSI and DI programs contain disincentives-rather than incentives-to
encourage disabled beneficiaries to return to the work force. For example:

Benefits exceed net predisability earnings in about 6 percent of the DI cases.
In about 16 percent of the DI cases, families receive benefits that are more than

80 percent of the worker's predisability net earnings.
Cash and medical benefits are terminated too quickly when beneficiaries attempt

to return to work; beneficiaries who successfully return to work but then fail to
continue have risked and lost all benefit protection until they complete another
lengthy disability determination process.

The process for determining if an individual is disabled is confusing and cumber-
some.

There is a high reversal rate at each stage of the appeals process, and the Federal
courts are clogged with disability cases.

There is evidence that results are not uniform in the way that determinations of
disability are made and administrative progress, while substantial in the last few
years, has only begun to address the most difficult aspects of the problem.

The provisions contained in H.R. 3236 grew out of these findings. Some provisions
in H.R. 3464 complement the changes made by H.R. 3236. H.R. 3236 and the
complementary provisions of H.R. 3464 have a shared purpose-to modify the DI
and SSI programs to provide effective support to the disabled in this country in a
fair and equitable way. The legislation before you today:

Changes the level of social security disability benefits for future beneficiaries with
dependents also entitled to social security so that family benefits are not excessively
high relative to predisability net earnings;

Provides special work incentives and support for disabled people who want to try
to work in spite of severe handicaps; and

Provides for significant changes in the current administrative arrangements for
making disability determinations to make program administration fairer, more
responsive, and more uniform.

We believe the legislation is basically sound and addresses the concerns this
Committee has expressed about the need to operate the SSI and social security
disability insurance programs in an effective and humanitarian way. I would like to
begin by describing briefly the major provisions of the legislation as well as some
administrative actions we are planning to take and one important provision that we
hope will be added to the legislation. I will then discuss two provisions in H.R. 3464,
one of which the Administration believes would alter fundamentally the definition
of disability for disabled SSI beneficiaries, and one of which adds a third earnings
disregard. We oppose both provisions.

Cost estimates for the two bills are appended to my statement. But it is important
to emphasize at the outset that the motivation for the legislation before you is not
to cut costs, but to improve the SSI and DI programs and their administration.
Various provisions of the legislation produce savings and others have costs. Overall
cost effects would be:

H.R. 3236 as passed by the House:
Would have a cost of $76 million in fiscal year 1980;
AB 1984, it would have a cost savings of $957 million;

e House bill would have a net long-range cost savings to the OASDI trust funds
of .21 percent of taxable payroll.

H.R. 3464 as passed by the House:
Would have a cost of $11 million in FY 1980;
By 1984, it would have a cost of $260 million.
If the House versions of H.R. 3236 and H.R. 3464 were considered together, the

resulting cost effects would be:
In fiMcal year 1980, a net cost increase in Federal Government expenditures of $87

million;
In fiscal year 1984, a net savings in Federal Government expenditures of $697

million.
If the Committee adopts the changes we are recommending in the provisions of

the two bills, the resulting legislation would show:
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In fiscal year 1980, a net savings in Federal Government expenditures of $21
million;

In fiscal year 1984, a net savings in Federal Government expenditures of $830
million.

We look forward to working with you to assure that this legislation-vitally
important to the lives of millions of disabled Americans as well as the taxpayers of
this country-becomes a reality as soon as possible.

MAJOR PROVISIONS OF H.R. 3236 AND H.R. 3464
Restructure benefit levels

Reduce the limits on maximum family benefits.-The first provision of the legisla-
tion I would like to discuss is the limitations, the so-called cap, on the maximum
social security family benefits in H.R. 3236. This cap would place a ceiling on the
amount of social security monthly benefits payable to a disabled worker and theworker's family. This provision would apply only to families who begin to receive
benefits in the future. The benefits of persons now on the rolls would not be
reduced.

A disabled worker gets a monthly benefit which is based on his or her prior
earnings in covered employment. Any dependents also get monthly benefits. The
amount dependents receive is directly related to the amount the disabled worker
receives. For exarmiple:

A dependent spouse gets an amount equal to 60 percent of what the worker gets.
A child also gets an amount equal to 50 percent of what the worker gets.
There is a limit in the law already on the amount of benefits that can be paid to a

family. This maximum family benefit is related to the amount of the basic benefit,
which is paid to the worker. It varies from 150 percent of the basic benefit at the
lowest earnings levels, to 188 percent for people whose average lifetime earnings are
about $9,000 per year, to 175 percent for people with higher earnings. However,
even with this limitation, some disabled worker families receive benefits which are
excessively high in comparison with their prior earnings:

Family benefits in about 6 percent of all cases actually exceed the disabled
person's previous net earnings.

In about 16 percent of all cases, families receive benefits that are more than 80
percent of the worker's average predisability net earnings.

These are higher replacement rates than are considered sound in the private
sector. For example, most employee disability plans seek to insure between 50
percent and 60 percent of gross pay, assuming that this will amount to about 75 to

percent of net earnings. As can be seen, social security disability benefits are now
higher than this in a considerable number of cases. We think this is inappropriate.

These high social security benefits result because dependents' benefits are paid on
top of the worker's benefit, which is wage-related. Thus, we are proposing a limit on
family benefits of disabled workers who become entitled in the future.

The provision to limit family benefits is the most controversial aspect of the
disability insurance legislation. At the same time that there is significant support
for a limit, there is dispute as to the exact terms it should follow and a number of
proposals have been offered. I would like to discuss briefly five proposals which have
been made-the bill initially introduced by the House Subcommittee on Social
Security, H.R. 2054; the Administration's bill, H.R. 2854; the amendments of Repre-
sentative Gephardt to H.R. 3236 which failed of adoption in the Ways and Means
Committee by only two votes, 16-14; H.R. 3236; and the Advisory Council proposal.

H.R. 2054 proposed a cap of the lower of 75 percent of average indexed earnings
or 150 percent of the worker's benefit.

The Administration bill proposed a cap of 80 percent of average indexed earnings.
The Gephardt amendment proposed a cap of the lower of 80 percent of average

indexed earnings or 130 percent of the worker's benefit.
The compromise proposal in the House bill is for the lower of 80 percent of

average indexed earnings or 150 percent of the worker's benefit.
The Advisory Council has proposed a cap equal to 90 percent of the earnings of

the high-five consecutive indexed years. (Unlike the other proposals which would
adjust the cap by price increases after entitlement, this option would use wage
increases.)

In every case, family benefits could not be reduced below the level of the worker's
benefit as a result of the cap.

Let me show you the effects of the different caps by referring to these charts.
This first chart shows the maximum family benefits payable at selected earnings

levels under each of the five different caps.

54-198 0 - 79 - 6
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However, a better idea of the effects can be seen on this second chart, which
shows the percentage of change in family benefits from present law.

This first column gives selected levels of average lifetime earnings: $135 per
month-a very low level of average earnings, which would represent workers with
only marginal attachment to the work force. This is the highest level of earnings
which provides a minimum benefit; $479 per month-the level of the worker who
has always earned at the level of the Federal minimum wage; $887 per month-the
earnings level for workers with average earnings in each year of their working
careers; and $1,700 per month-the level of a young disabled worker based on 2
years of high earnings.

In every case, benefits at the lowest level-the worker with only marginal attach-
ment to the work force-would be reduced by about 33 percent. This is because in
each case, the cap would be equal to the amount of the worker's benefit, rather than
150 percent of the worker's benefit as under present law.

Under H.R. 2054, reductions in family benefits would range from this 33 percent
to about 14 percent for the low earner, about 17 percent for the average earner, and
about 14 percent for the young disabled worker with 2 years high earnings.

Under H .R. 2854, reductions would be less-about 8 percent for the low earner, 2
percent at the average level, and nothing beyond that.

Under the Gephardt amendment, reductions would be greater than under H.R.
2054-about 17 percent at the low earnings level, about 28 percent at the average
level, and about 25 percent at the higher level.

Benefit reductions under H.R. 3236 can be viewed as a compromise between the
other proposals. There is about an 8 percent reduction at the low earnings level,
about 17 percent at the average level, and about 14 percent at the higher level.

The Advisory Council proposal would reduce family benefits only at the very
lowest levels-average earnings of $300 and below.

Some critics of the cap in H.R. 3236-80 percent of average earnings and 150
percent of the worker's benefit-have said that this proposal would primarily affect
low-income people, particularly minorities. However, a consideration of the source of
the saving of this proposal shows the contrary-about 80 percent of the saving will
result from benefits paid to families of workers whose average career earnings were
hi her than the Federal minimum wage level.

Let me now turn to the third chart, which compares the saving for the five
proposals. Again, the cap provision in H.R. 3236 represents an intermediate posi-
tion. Over the first 5 years, the H.R. 3236 cap would save $1.4 billion, less than the
$2.5 billion saved under the Gephardt amendment, about the same as the saving
under H.R. 2054 and more than the saving under the 80 percent cap or the Advisory
Council proposal.

The chart also shows how much of the saving would be derived from families in
which the disabled workers were fairly low earners or fairly high earners. For this
purpose, we have used average career indexed monthly earnings of $530 a month or
less as a measure of low earnings. This amount is about 10 percent above the level
of a career Federal minimum wage earner in 1980. It was selected because family
benefits of workers with average career earnings below this level would be affected
by the 80 percent factor in the cap provision in H.R. 3236. The 150 percent factor
would affect workers with average career earnings above $530. Looking at the totals
for the first 5 years:

Under H.R. 3236, of the $1.4 billion saved over the first 5 years, $307 million, or
23 percent, comes from families of workers with AIME below $531.

Under H.R. 2054, $376 million comes from those families with A!ME below $531-
22 percent more than under H.R. 3236.

Under H.R. 2854, the effect on families with AIME below $531 is the same as H.R.
3236.

Under the Gephardt amendment, $363 million comes from families with AIME
below $531-18 percent more than under H.R. 3236.

Under the Advisory Council proposal, nearly all of the $50 million comes from
families with AIME below $531.

Clearly, reasonable people can disagree on the terms of the cap that should be
enacted. The significant point is that some meaningful cap on family benefits is
important in the disability insurance program to ensure the program has no incen-
tive for workers to view themselves as disabled. We believe that the cap in H.R.
3236 fulfills this requirement.

Proportional allocation of dropout year.-A second provision in H.R. 3236 is
designed to eliminate a feature of the present program that favors younger workers.

Under current law, all disabled workers, whatever their years of coverage, are
allowed to exclude 5 years of low earnings in computing their benefit amounts. This
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favors younger workers, since these so-called "Dropout" years represent a greater
proportion of their work history. Thus, young disabled workers get higher benefits
in relation to their prior earnings than do older workers.

The provision in H.R. 3236 makes the number of "dropout" years proportionate to
the length of a worker's career. A worker who became disabled at age 27 could drop
out 1 year of low earnings in computing the benefit, while a worker who became
disabled at age 47 or later could drop out the maximum of 5 low-earnings years in
computing the benefit. Thus, all workers would be permitted to disregard the same
proportion of their work histories in computing their benefits. Like the replacement
rate ceiling, this proposal would not apply to beneficiaries now on the rolls.

The provision would also allow additional years of low earnings to be disregarded
in the computation of benefits when those low-earnings years resulted from provid-
ing care to a young child. The total number of regular dropout years plus childcare
years could not exceed a maximum of five for any worker.
Provide work incentives

In addition to modifying the benefit structure, this legislation also focuses on
work incentives and rehabilitation. Too few beneficiaries are currently being reha-
bilitated, and financial disincentives built into the present system may actually
discourage their return to work.

Under current law, disability beneficiaries who want to return to work face loss of
cash benefits and eligibility for Medicare or Medicaid after completing a 9-month
trial work period. Many cannot afford to take the risk that their work attempt will
subsequently fail, leaving them without benefits and medical insurance, and requir-
ing them to go through the disability determination process all over again.

While Federal spending on rehabilitation has risen 96 percent since 1971, the rate
at which beneficiaries leave the rolls has fallen. Ten years ago, 3 percent of benefi-
ciaries left the benefit rolls annually because of-medical recovery or return to work.
By 1976, that rate had dropped to 1.5 percent. While we have seen some improve-
ment in the last year-about 2.3 percent are leaving the rolls-we can do better; we
can provide better ways to help people get back to work.

The bills before you have five important measures which will directly reduce the
risk of total benefit loss to beneficiaries who want to try to rejoin the work force or
who might be able to work in spite of their impairments:

Deduction of impairment-related work expenses.-Under both the SSI and the
social security DI programs, the bills provide that impairment-related work ex-
penses, including the cost of attendant care, would be deducted from earnings for
purposes of determining whether an individual is engaging in "substantial gainful
activity."

This provision is designed to help those beneficiaries who are highly motivated to
work but whose impairment-related work expenses would absorb much of their
earnings if they did re-enter the labor force. For example, a person who requires
attendant care in order to work may be able to earn only slightly more than the
cost of such care. Returning to work may be important to such a person's self-
esteem, but it may be financially impossible if medical benefits as well as cash
benefits are lost.

With this change in the law, disabled beneficiaries who return to work would be
considered disabled until their earnings were sufficient to cover the threshold work
expenses caused by impairment. The deduction would also be allowed in calculating
the amount of SSI benefits.

Reentitlement to benefits.-The second work incentive provision provides for auto-
matic reinstatement of disability benefits to a DI or SSI beneficiary who completes a
trial work period and leaves the benefit rolls but is unable to continue working.

Now, when a beneficiary successfully completes a 9-month trial work period and
continues to work, the person is considered to be no longer disabled. If the work
effort then fails, the worker must reapply for benefits and go through the adjudica-
tion process all over again. This provision is a "safety net" for beneficiaries who
return to work. Benefits would still stop, but if the individual were forced to
abandon a work attempt within 12 months after DI or SSI benefits end, benefit
payments would resume automatically without reapplication.

HR. 3464 provides an added safety net. If an SSbenefica must stop work after
the automatic reinstatement period ends, but within the next 4 years, he or she can
reapply and begin immediately to receive SSI benefits without waiting for a deter-
mination of disability on new application. If the beneficiary is found not disabled,
then benefits will stop, but those already received will not be considered overpay-
ments.

Extension of medical benefits-The third work incentive is perhaps even more
important in terms of providing assistance to those being rehabilitated. The loss of
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medical care benefits strongly discourages disabled beneficiaries from trying to
return to work. Thus, a DI beneficiary would remain covered by Medicare for a full
4 years after returning to work.

H.R. 3464 does not contain a comparable extension of Medicaid for SSI beneficia-
ries. This is not because the House Ways and Means Committee was not sympathet-
ic to the need, but because it does not have jurisdiction over Medicaid. It is a change
proposed in the Administration bill and one we would hope to see accepted by this
Committee.

Medicare waiting period.-The fourth work incentive provision eliminates the
second Medicare waiting period. Under current law, social security DI beneficaries
must wait 24 months after becoming entitled to benefits to become eligible for
Medicare. If a beneficiary returns to work, however, and then becomes disabled
again, another 24-month wait is required before Medicare coverage is resumed. The
legislation eliminates this second waiting period and extends Medicare coverage
immediately to the worker who becomes disabled again within 5 years of a previous
disability.

Extend trial work period eligibility. -The last work incentive provision extends
the trial work period and the full 4 years of medical benefits to disabled widows and
widowers under the social security DI program. We believe this group of beneficia-
ries should be treated like disable workers.

These five provisions are designed to minimize the risk that beneficiaries must
take in order to return to the labor force. They would apply to current beneficiaries
as well as to new beneficiaries. While these provisions have some initial cost, we
believe that in the long run more disabled beneficiaries will make the effort to
return to productive employment, and these provisions will reduce program costs.
The most significant savings in this program, for everyone concerned, results from
beneficiaries returning to the work force.

Vocational rehabilitation services.-An additional provision related to the benefi-
ciary work incentives would strengthen the vocational rehabilitation services ar-
rangement that we have with the States. The present trust fund financing of
rehabilitation would be changed and would be based on successful rehabilitations.
H.R. 3236 would provide a bonus to State VR agencies for providing vocational
rehabilitation services that result in a beneficiary's engaging in substantial gainfll
activity for a continuous period of at least 12 months.

The new funding arrangement would require the same 20 percent State-80 per-
cent Federal funding allocations as used under the Rehabilitation Act of 1973, but
in addition would provide a bonus payment to States equal to 100 percent of the
State share for successfully rehabilitated cases. A similar bonus would be provided
for clients whose cases are closed after employment in sheltered workshops and who
work for 12 months.

We believe a legislative initiative in this area could improve overall rehabilitation
efforts. In the past, Federal funds for VR services provided by the State agencies to
DI or SSI disability beneficiaries were allocated solely on a population basis. Last
year, in an effort to improve VR effectiveness, we began basing 50 percent of the
allocation on each State's relative success in rehabilitating beneficiaries and the
other 50 percent on a per capita basis. However, we believe the bonus arrangement
provided in the legislation would be more helpful in encouraging rehabilitation and
in targeting the use of trust fund money.

Change in program administration
The disability legislation before you also provides for a major change in program

administration. Since the beginning of the DI program (1974 for the SSI program),
the States and the Social Security Administration have jointly administered disabil-
ity determinations. This process has developed into a huge adjudicatory system,
with almost 1.2 million claims annually under the DI program and 1 million claims
under the SSI program. This system has a number of weaknesses:

There are substantial disparities in the disability evaluations of claimants from
State to State.

The ability of the Federal Government to exert effective management control over
the State-administered initial stages is limited.

There are high reversal rates at the reconsideration and hearings levels.
There is insufficient review of State agency allowances and dillowances.
Claimants have no opportunity beyond filing their initial claim for a face-to-face

interview on their case until relatively late in the process-at a hearing before a
Federal administrative law judge.

We are addressing some of these problems administratively, but legislative action
is also needed.
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H.R. 3236 contains a provision, also in the Administration's bill, which fundamen-
tally modifies the current Federal/State relationship for administering the disabil-
ity program. This provision provides that the Secretary establish through regula-
tions the standards and criteria for measuring State performance against adminis-
trative requirements. The States would have the responsibility to meet the perform-
ance standards, but States would be given latitude on how they manage their
agency activities.

Under this arrangement, the Secretary would:
Set standards of accuracy, processing time, and cost effectiveness for States;
Provide States with annual (and quarterly) spending targets;
Provide incentives for good performance; and
Furnish technical assistance as appropriate.
There would be a minimum of Feral oversight in the day-to-day management of

the Disability Determination Services in the States.
Under the bill, each State has the option of continuing to make disability determi-

nations in compliance with regulations the Secretary would issue, or turning that
responsibility over to the Federal Government. If a State elects to continue making
disability determinations but later fails to comply with the regulatory standards,
HEW would be authorized to assume direct responsibility.

I want to emphasize that we encourage continued State administration of disabil-
ity decisionmaking. We must also assure, however, that a 100 percent federally
financed program, for which the Federal Government is ultimately accountable to
the taxpayers, is administered effectively throughout the Nation. This legislative
change will enable us to enforce standards of quality in the decisionmaking process
nationwide without unduly interfering with State agencies.

Administrative actions being taken by SSA
Before turning to our recommended changes in H.R. 3236 and H.R. 3464, 1 would

like to discuss some administrative improvements which will, in concert with the
legislative changes we recommend, address the operational areas of concern that I
mentioned. Our major efforts include:

Increasing pre-effectuation review of initial State determinations in order to
assure greater accuracy at the front end of the disability program.

Exploring the use of informal, face-to-face interviews at the reconsideration level.
Claimants would be able to discuss the denial decision and ask questions without
having to wait until the hearing level.

Using an SSA representative at the hearing level to present and defend reconsid-
eration decisions. SSA plans to pilot test this approach at four locations early in
1980.

Reconstituting the current Appeals Council as an SSA Review Board, to serve
more like an appellate court.

Increasing the review of beneficiaries receiving disability benefits to ensure that
only those people who continue to be disabled receive benefits. In order to do this on
a cost-efficient basis, we are reviewing the categories of impairments to determine
which categories of beneficiaries should be periodically reexamined on a routine
basis.

These administrative changes were planned as an extension of the legislation you
are currently considering and are essential elements of disability reform. There are
a few modifications needed to the bills to provide the necessary framework and the
support for our administrative reforms. But I would like to note that my statements
on the administrative initiatives we have taken, or plan to take, assume a disability
reform bill will become law this year. If a bill is not enacted, we will have to review
these initiatives in light of their appropriateness to alternative, incremental
changes.

Finally, I must caution that budget constraints must always be considered in light
of proposed administrative changes. We will necessarily have to set priorities among
the array of measures we would like to take so that we do not exceed the available
resources. The cost effectiveness of each measure will have to be closely scrutinized
within the context of the overall administrative process.

Changes in the legislation
I have reviewed for you all of the significant provisions of these bills to which we

have given our support. I w-ould like to discuss now a provision we wish to have
included in the legislation and two provisions of the House-passed SSI bill where we
believe some changes are necessary. There are other recommendations we have to
improve the effectiveness of the House bills, and I am submitting these recommen-
dations as an appendix to my statement.
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Judicial review of SSA decisions
The Administration's bill included a proposal to limit judicial review of final

decisions in the social security and SSI programs to questions of constitutionality
and statutory interpretation. The House made some changes to try to improve the
situation but did not adopt the Administration's proposal. We continue to believe it
deserves serious consideration. If decisions are the product of the careful adjudica-
tory process I have described, claimants will be adequately protected by being able
to take questions of law to the courts. A change of this kind could, we estimate,
eliminate 80-90 percent of the 8,000 to 10,000 new disability cases going to the
courts each year.

The law currently specifies that the Secretary's findings of fact are final if
supported by substantial evidence. The substantial evidence rule has proven
unworkable. Often, the courts will review a case "de novo" in an apparent attempt
to provide "rough justice" to claimants who are in ill health or otherwise disadvan-
taged but who do not meet the stringent test of disability under the law.

We prefer a proposal to limit judicial review to questions of law. However, there
is another possibility. A few months ago, I appeared before the Senate Judiciary
Committee and was asked if an "arbitrary and capricious" rule, then being consid-
ered for the Veterans Administration, would be a useful substitute. Certainly that
rule, which restricts court juridiction to cases where the court found the agency
decision to be arbitrary and capricious, would go in the direction we want to go,
which is toward limiting court review to cases of statutoryj or constitutional question
in which the courts must play the deciding role.

Earnings level for determining SGA
Now, I want to discuss two provisions in H.R. 3464 which the Administration

strongly opposes. These are the increase in the SGA level for SSI beneficiaries and
the addition of a 20 percent deduction for work expenses.

Earlier, I mentioned that the SSI and DI programs are tightly interwoven, and
share the same definition of disability and the same process for the determination of
disability. In fact, in implementing the SSI program SSA identified many potential
SSI beneficiaries from its DI rolls; this process still provides SSA with leads for
potential SSI beneficiaries. In most instances, those applying for SSI disability
benefits simultaneously apply for social security disability benefits. Of the 2.2 mil-
lion beneficiaries who receive SSI disability benefits nearly 800,000, or 37 percent
also receive disability benefits under social security. We believe that the provision
raising the SSI GSA level will weaken the important linkage that exists between
SSI and social security.

Let me explain our concerns. This provision does not change the statutory defini-
tion of disability in either the SSI or the social security program. However, raising
the SSI SGA level does in effect change the way in which the definition of disability
is applied in SSI in determining whether a person who is working is disabled. This
creates an undesirable situation. Since the definition of disability in both programs
remains similar except for the SGA level, the same person who applies for both SSI
and DI could be found not disabled for social security, disabled for SSI, engaging in
SGA for social security, but, not engaging in SGA for SSI. This is obviously inappro-
priate.

This provision creates further anomalies. The SSI SGA level would be different
for a single person than for a person with an eligible spouse.

Let me explain how this occurs in more detail. The provision raises the SSI SGA
level (currently $280) to the point at which monthly earnings, after excluding the
first $65, the cost of impairment-related work expenses, and one-half of the remain-
ing earnings, equal the payment amount. Thus, based on the present SSI benefit of
$208.20 for an individual, and $312.30 for an individual with an eligible spouse, the
SGA level would be a minimum of about $481 a month for an individual, and about
$689 for a person with an eligible spouse, as compared to the present $280 (even
these SGA levels will be substantially higher if work expense exclusions are in-
volved).

To illustrate the above, we would determine the SGA level for an individual
earning $450 per month (assuming no impairment-related work expenses) by:

1. Subtracting $65 ($450-$65= $385).
2. Subtracting one-half the remainder ($385+2=$192.50).
Since this is less than the payment amount for an individual ($208.20), the

individual is not engaging in SGA on the basis of earnings alone. The same proce-
dure would apply in computing the SGA level for an individual with an eligible
spouse, but using $312.20, the couple's rate, instead of $208.20.
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Thus, a person without an eligible spouse would be found not disabled with
earnings lower than another with an eligible spouse. The determination of disability
would thereby be based on marital status, something which is totally irrelevant to a
person's medical condition or ability to work.

We fully support the goals of promoting independence and self-sufficiency for the
disabled. We also believe that providing fiscal and other incentives to encourage and
assist them in realizing these goals is a proper purpose of the SSI and SSDI
programs. However, this provision could result in providing cash payment to people
earning $10,000 or more per year. We have grave reservations about the appropri-
ateness of an income maintenance program like SSI providing SSI disability cash
benefits to people with those earnings, even though they are severely handicapped.
Under this provision, disabled SSI beneficiaries could be working fulltime at or
above the Federal minimum wage and still be paid benefits.

We estimate that by fiscal year 1984 at least 63,000 people will be affected, at a
cost of approximately $44 million. Additional Medicaid costs for the period 1980-
1984 are estimated at $55 million to the Federal Government alone, with still higher
total costa when States are considered.

There will also be a significant cost impact on the social security program. First,
raising the SSI SGA level will certainly cause pressure to do the same in the SSDI
program. If the SGA levels in H.R. 3464 were applied to the SSDI program, the long-
range program cost would increase by at least .70 percent of taxable payroll, which

would be equivalent to at least $7 billion in calendar year 1979.
Second, we know that there are people who are working and earning amounts in

excess of the current SGA level of $280 a month, despite their impairments. Some
do not apply for disability insurance because they are not sure if their impairments
are severe enough for them to qualify, and because they cannot afford to reduce
earnings below SGA through the 5-month waiting period required in the SSDI
program. However, with the significantly higher SSI SGA level, people could "test"
their eligibility for disability under SSI, many without suffering a drastic reduction
in income. If eligible, they could subsequently reduce their earnings below the social
security SGA level in order to qualify for the relatively higher social security
benefits with no overall reduction in their income.

We estimate the increased costs to the DI program, while only $1 million in 1980,
would be $101 million in 1984.

Twenty percent earned income exclusion
The 20 percent earned income disregard provision would add what we believe is

an inappropriate earned income exclusion to those already in the law. The SSI
program already takes work expenses into account by not reducing benefits for the
first $65 of earnings. In addition, benefits are only reduced by one-half of the
earnings above the $65.

The Administration proposal and H.R. 3464 recognize that the disabled may have
extraordinary work expenses related to their impairment. For that reason, we favor
disregarding such expenses in determining whether someone is disabled and in
computing benefits for SSI. H.R. 3464 would go another step that we think is
unwarranted. It would in effect add another exclusion for general work expenses to
those already in the law and represents a liberalization that would result in individ-
uals who are earning relatively large salaries becoming eligible for benefits.

We estimate that the number of individuals who would benefit from this provi-
sion-those newly eligible and those already on the rolls-would increase from
approximately 31,000 in fiscal year 1980 to 94,000 in fiscal year 1984. Similarly,
costs during the same period would increase from $2 million to approximately $29
million.

In addition to this cost impact, the 20 percent exclusion would also create an
inequity in the treatment of earned income of the aged, and that of the disabled,
since this provision does not apply to aged beneficiaries.

Closing remarks
That concludes the major points I wish to make about the legislation you are

considering today. I have attached an appendix to my statement which outlines all
of the changes we recommend in this legislation. In addition to the major items I
have discussed, the appendix contains some amendments and some minor correc-
tions which will add greatly to the ease of administering the disability reform
provisions.

I am pleased to have watched disability reform legislation travel so far toward
enactment in the space of the single year that I have been Commissioner. That it
has is a tribute to the seriousness of purpose of this Congress with respect to



84

making our social security and SSI programs more effective, more reasonable, and
more responsive to human needs.

We must continue to refine the disability program-to make it more equitable
and to assist those who want to return to work. The proposals in H.R. 3236 and H.R.
3464 are designed to do that.

The proposals I have discussed are part of the Administration's overall plan to
improve the social security programs-not to change their basic role, but to bring
them up to date, adjust them to new realities, eliminate inequities, and improve
administration. We urge action on the legislation now.

I would be happy to respond to any questions you may have.
Attachment.

A-L-DOLLAR COMPARISON OF BENEFIT CAPS
(Companson of family benefits undevraous benefit cap proposals based on enNenent in January 190

AIME Present law H R 2054' HR. 2854' Gewd HR. 3236' Avo

$135 .................................................... $182,30 $121.50 $121.50 $121.50 $121.50 $121.50
$150 ........................................................ 202.50 135.00 135.00 135.00 135.00 135.00
$300 ........................................................ 313.70 225.00 240.00 240.00 240.00 270.00
$479 ........................................................ 419.70 359.30 383.20 346.40 383.20 419.70
$500 ....................................................... 437.90 375.00 400.00 355.10 400.00 437.90
$700 ........................................................ 612.00 505.70 560.00 438.30 505.70 612.00
$881? . .................................................... 723.80 595.50 709.60 516.10 595.50 723.80
$900 ........................................................ 729.30 601.70 720.00 521.50 601.70 729.30
$1,100 ..................................................... 815.10 697.70 815,10 604.70 697.70 815.10
$1,300 ................................................... 888.50 762.30 888.50 660.70 762.30 888.50
$1,500 .................................................... 941.00 807.30 941.00 699.70 807.30 941.00
$1,700 ..................................................... 993.50 852.30 993.50 738.70 852.30 993.50

'Based on final mid-sesso review assumptions
,Famy benefits are meted to 15 percent of AIME or 150 percent of the Pik whchm is low (with a minimum guarantee of 100 percent of

the PtA)
'Family benefits are birted to 80 percent of AJME or present law, whichew is Iower (with a minimum guarantee of 100 percent of the PIA).
'Family benefits are hnoted to 80 percent of ANME or 130 percent of the Pik whiwhever is low (with a mimum guarantee of 100 percent cf

the PtA)SFamy benefits art hW ed to 80 percent of AIME or 150 percent of the PA. wever is lower (with a mimum g antee of 100 percent of
e PIA)
'Fans benefits are hnsted to 90 percent of the ighest ie consecutive year of wagedeed enn or present law, wtuicheuer is lower.

Note -While AIME's for the Advo wy orma are Pifferent than the careeraveage AWE used in the oier proposals the difference would
depn on each itndual's patters of earninp lnder wage inexing W or no difference would ocwx for a regua worke with eamins
icreaig at the same rate as the aeage, and no difference is assumed

,AiMn for worker with average earnins

A-2. PERCENTAGE COMPARISON OF BENEFIT CAPS
[Percentage variance from present Law under various family benefit cap propoals based on entitlements i January 1980 ']

In percentPresentla
Eny benefit HR. 2054' HR 2854 l tedt, HR. 3236' dsy

amendment' wanrd'

$135 ....................................................... $182.30 - 33.4 - 33.4 - 33.4 - 33.4 - 33.4
$150 ...................................................... 202.50 - 33.3 - 33.3 - 33.3 - 33.3 - 33.3
$300 ....................................................... 313.70 -28.3 -23.5 -23.5 -23.5 -13.9
$479 ...................................................... 41970 - 14.4 - 8.7 - 17.5 - 8.7 0
$500 ..................................................... 437.90 - 14.4 - 8.7 - 18.9 - 8.7 0
$700 ....................................................... 612.00 - 17.4 - 8.5 - 28.4 - 17.4 0
$887' .................................................. 723.80 - 17.7 - 2.0 - 28.7 - 17.7 0
$900 ...................................................... 729.30 - 17.5 - 1.3 - 28.5 - 17.5 0
$1,100 .................................................... 815.10 - 14.4 0 - 25.8 - 14.4 0
$1,300 ..................................................... 888.50 - 14.2 0 - 25.6 - 14.2 0
$1,500 ..................................................... 941.00 - 14.2 0 - 25.6 - 14.2 0
$1,700 ..................................................... 993.50 - 14.2 0 - 25.6 - 14.2 0

2Based on fina mid-session review assumption.
'Family benefits ae looted to 75 percent of AIME or 150 percent of t Pik. whichee is lower (with a minimum guarantee of 100 percent of

N PIA)
SFamily benefits are brited to 80 percent of AIME or present law, whicheve is lower (with a minmm guarantee of 100 percent of the PIA),
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B. HEW-PROPOSED CiwAon; H.R. 3236, H.R. 3464

CHANGES THAT HEW PROPOSES IN H.R. 3238 AND H.R. 3484

. provisions of administration's bill, HR. 2854-Disabilit Insurance Reform Act of
1979-That were not incorporated in HR. 3?236 or H. R. 34 64 or were incorporat-
ed with significant changes

1. H.R. 2854 included a provision to limit judicial review of final decisions in the
social security and S81 programs to questions of constitutionality and statutory
interpretation. The substantial evidence rule has not worked out as intended. In
many cases, district court judges examine the facts de novo and reverse the decision
or remand the case.

An acceptable, but less desirable, alternative would be to restrict court jurisdic-
tion to cases in which the Secretary's decision is found to be arbitrary and capri-
cious.

2. Give HEW the authority to revise any State agency determination. At present,
HEW can only reverse an allowance or an otherwise favorable decision. In the
interest of fairness to applicants, HEW should have the authority to reverse denials
as well as allowances.

3. The provision in H.R. 3236 which allows the deduction of impairment-related
work expenses in the determination of substantial gainful activity should be amend-
ed to provide that the deduction applies even where the disabled person does not
pay the cost of those expenses. If this is not done, there is the risk of treatingdifferently similarly impaired people who are overcoming major obstacles to return
to work. One would receive benefits; another would not. Also, this would bring the
provision into line with the comparable provision in H.R. 3464.

4. Broaden the SGA demonstration project and experiment authority (now limited
to work activity) in H.R. 3236.

To develop the most equitable and efficient mechanisms for the DI program, the
authority should be broadened to encompass other areas of the DI program. Pilot
studies carried out in limited time frames can be a cost-effective way to gain
information about many program areas and should not be limited in scope.

5. The legislation should provide that SSI beneficiaries who successfully return to
work receive a 3-year extension of Medicaid protection. This would match the 3-year
Medicare extension that is being provided to DI beneficiaries.

II. Major changes
1. Modify the provision in H.R. 3236 requiring Federal preadjudicative review of a

fixed percentage of State agency allowances to give the Secretary more flexibility.
Under the bill, this review would be phased in over 3 years, reaching a level of 65

percent in 1982. The mandated percentages may not be cost effective. They should
e phased in over a longer period. This will provide the time and experience needed

to report to the Congress on the results of the review at each level and whether the
next higher level of review would be cost effective.

The legislation should provide that the preadjudicative review be phased in over 5
years beginning with the 15 percent review requirement in CY 1981, 35 percent
review requirement in CY 1983, and reaching the 65 percent level in CY 1985.

2. Amend the childcare dropout provision in H.R. 3236.
The provision, as drafted, will apply when the worker has "principal care" of a

child under age 6. The term is undefined, but finding "principal care' could require
an investigation of what childcare activities a worker performed some years in the
past.

The provision should be amended to use the term "child in care"-a term already
defined and used to determine benefit entitlement for young spouses. If limited to
situations where the child was living with the parent, and the parent had earnings
in that year equal to (or less than) the amount needed to get four quarters of
coverage, this change would satisfy the intent of the provision and would lessen
administrative difficulties.
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3. Delete the provision (contained in both H.R. 3236 and H.R. 3464) which provides
that benefit payments could continue to a person in an approved rehabilitation
program after he or she medically recovered from disability.

This provision violates the basic principles of both the SSI and social security
disability insurance programs. It allows an individual who is not disabled to receive
cash benefits. At a time when efforts are being made to streamline the program to
reduce unnecessary costs and ineffective provisions, this proposal may be inappro-
priate.

4. Delete the provision in H.R. 3464 increasing the SGA earnings level.
Raising the SSI SGA level in effect establishes a different definition for SSI than

for DI and would significantly increase costs of both programs. HEW believes the
provision should be deleted.

5. Delete the provision in H.R. 3464 providing a 20 percent standardized work
exclusion.

This duplicates the work expense exclusion implicit in current law, and permits
payment to those with relatively high earnings.

6. Delete the presumptive disability section of this provision in H.R. 3464.
HEW believes 4 years is too )ong a time to presume a connection between present

work stoppage and the earlier disability. Those who discontinue work for any reason
could receive benefits for an unlimited time, (i.e., until a finding that the individual
was not disabled) as the 3-month limitation on payments in current law would not
apply under this provision. The provision in effect introduces a limited form of
unemployment compensation.
III. Minor changes

To be furnished.
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GROWTH OF TH4E
DISASIUTY INSURANCE PROGRAM

BENEFIT PAYMENTS UNDER PRESENT LAW
(IN BILLIONS)

- MID-SESSIOJ REVIEW ASSUMPTIONS
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mwotl:ERS

$23A.

$15.
125.

$28

1957 1968 1978 1980 1984
mS Est

MAJOR PROBLEMS WITH
EXISTING PROGRAMS

* EXCESSIVE REPLACEMENT RATES

* DISINCENTIVES TO RETURN TO WORK

o CONFUSING AND CUMBERSOME
ADMINISTRATIVE PIOCESS
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12
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DISABILITY ADJUDICATION PROCESS
IN CALENDAR YEAk 1978

LEVEL OF DECISION
INITIAL DECISIONSt )

RECONSIDERATIONS
AU HEARINGS
APPEALS COUNCIL
FEDERAL COURTS

NUMBER OFDECISIOM9 ALLOWANCES DE*IALS EM RATE
1,190,000 357,000 83,000mW 6
228,900
8700
21,600
4,900

4560 183,000
44,800 43,000

900 20,700
1,6oo 33oo

20%
51%
4%

43%47)

1) MUM ALLTITLE U DISABILITY ECISIOMS DISEASEE WO R,
DISABLED WlDOW(ER)S, AND ADULTS DISABLED IN CMWIOOD).

2) INC.UDE DENIALS FOR OTHFQ THAN LACIK OF SEVERITY
3) INCLUDES k,260 REMA N l AND 340 COURT ALLOWANCES.
4) INCLDES RWANS FROM FEDRAL COU)RTS.

PROVISIONS TO REMEDY PROBLEMS

" BENEFIT CAP AND DROPOUT YFAPS

" WOll INCENTIVES

* ADMINISTRATIVE IMPROVEMENTS
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WORK INCENTIVES

° DEDUCTION OF IMPAIRMENT-ELATED WOL'I( EXPENSES
. AU[OMATIC REENTITl[MENT TO BENEFITS FOR I YEAP
° EXTENSION OF MEDICARE & MEDICAID FOR 3 YEAQS
* ELIMINATION OF SECOND MEDICARE WAITING PERIOD
TRIAL WO I PERIOD FOP WIDOWS AND WIDOWEPS

ADMINISTRATIVE IMPROVEMENTS

* PERFOPMANCE TANDA)S THW)GH REGULATIONS
" PPE-ADJUDICATIVE REVIEW
" PERIODIC REVIEW OF DISABILITY BENEFICIARIES
" EXPI.ORATION OF USE OF FACE-TO-FACE INTERVIEW
" SSA IEPPESENTATIVE AT HEARING LEVEL
*SSA REVIEW BOARD
° LIMITATION OF JUDICIAL REVIEW
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COMPARISON OF FAMILY BENEFITS UNDER
VARIOUS BENEFIT CAP PROPOSALS

(JANUARY 1980)

PRESENT K. R 0;4 K. 1114 OEPART I.R.2b AVI2WRY
LAW (7;/1;0) (80) AMENPMENTI (80/t10) COUNCILI,

AIME I I 1-."--. 1 (90)

47q
887

1,700

1B2, o
419.70
725.80
995, R

$ 121.;0

599,50862,30

385.20
70q,bo
Q95190

546.40
S1b,10
758.70

585.20
S95.&08 52.50

419,70
725,60

c',1M! /S NIX1/[.T F[V[ CO/CITU[ YAk Of WAO.INDiX AF NNGS UNDR TH19 PAOPCXAL,

PERCENTAGE VARIANCE FROM PRESENT
LAW UNDER VARIOUS BENEFIT CAP PROPOSALS

(JANUARY 1980)

1 PRESENT IGEPHARDT DVIORY
LAW IR. 2054 1.R. 2854 A[NDM[NT ILH. 3236 MWOUNCI

AIME BENEFIT (75150) (80) 1(80/130) (80/150) (io)

$ 135
471
887

1,700

$182-30
11l.70

723.80
113.50

- 33.'q%

-17.7
- 19.2

- 33.L1 %
- 8.7
- 2.0

0.0

-33.%
-17.5
-28.7
-25.6

-33.4 %
- 8.7
-17.7
-1q.2

-33.4%
0.0
0.0
0.0

J' AIME is highest five consecutive yeors of wage-indexed earnings under this proposal.

II
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SAVINGS UNDER VARIOUS
BENEFIT CAP PROPOSALS

(IN MILLIONS)

FIRST YEAR
AIlE ABOVE $530
AIME UP TO $530

HR 2054 RR 285'4
(75/150) (80)

$1O $13
30
10

GEPHARDT
AMENDMENT
(80/130)
$ 6q

ADVISORY
H.R. 3236 COUNCIL
(so/1so) (qo)

$ 38 $2
1 5t 2q *
'1 10 1 N

q/tII q68 Z161 136Q 50
t073

376
161
307

2,101
363

,057
307 N

NEMLY ALL THE SAVINGS WOULD COME FROM FAMILIES WITH AIME UP TO $530

MAJOR SSI PROVISIONS

* SUPPORT
& DEDUCTION OF IMPAIRMENT-RELATD

WORV EXPENSES
* EXTENSION OF MEDICAID FOR 3 YEARS

,OPPOSE
-INCREASED SGA LEVEL
*20% WORK EXPENSE DISREGARD

FIRST 5
AIM[
AIME

YEARS
ABOVE $530
UP TO $530
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COST ASPECTS OF H.13Z36 AMO ILR46
IOm~RIU Aimntufon R$ps

oill"M.
R.f323 6 FY 1980 FY 984 FY 1980 FY 1994

Esti1Uakd cef on OASPI 441 7 *P,40 -414~ 798
• Estimated dhat on

other programs i +59 +83 +21 +145

SE-imat4 Ou.taon OA5P 4 1 +101 0 0
. Estimated eNd on

otr prosran1l +10 +159 0 +23
Toal N& Effed on Fdera l

Go* Mct Fditur + 87 -697 "21 -630

The CHAIRMAN. Senator Pepper is here, and I will call you as the
next witness. If you just want to get your statement made for the
record, you can make it right now, but you might prefer to wait
until the other Senators come back. If so, I will go vote and then
come back.

Mr. PEPPER. Mr. Chairman, you will be back in 5 minutes or so?
The CHAIRMAN. We are voting in the Senate right now, and if it

is st the same, I will go and vote and come right back.
Mr. PEPPER. Fine.
The CHAIRMAN. We will recess, and we will be back as soon as

the vote is over.
[Recess.]
The CHAIRMAN. We are very happy to welcome you back, Senator

Pepper, and Representative Pepper as well. We are glad to have
you over here, and we will be glad to have your views.
STATEMENT OF HON. CLAUDE PEPPER, U.S. REPRESENTATIVE

FROM FLORIDA

Mr. PEPPER. Thank you, Mr. Chairman. It brings back many
memories for me to come back here, and to find you still here, as I
have known all along that you have been, continuing to do a great
job for the country. I am delighted to be here today before your
committee.

I am pleased to note also that you have two immediate cast
colleagues of mine from the House here, Mr. Heinz and Mr. Bau-
cus. I am pleased to be here with all of you.

Mr. Chairman, I appreciate your giving me the privilege of mak-
ing a brief statement this afternoon. First, I have a prepared
statement which I would like to submit for the record, and then I
will summarize it in my remarks.
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The CHAIRMAN. Your statement will be printed in full in the
record.

Mr. PEPPER. I strongly opposed this bill in the House, Mr. Chair-
man, because I thought it was wrong. This bill is designed to save
over a period of 5 years, according to the House report which I
have here before me, $1.8 billion.

That is not a bill that might be coming out of your committee to
tax the people who maybe do not pay quite enough taxes at a time
when we need money in the Treasury. This is, in substance, taxing
the crippled people of this country. I know what your whole life
has been, and your father ahead of you, and your concern for the
people that are in the ring of need. I just felt, as I said in the
House, we were reaching into an area where we ought not to go in
order to try to save some money for our distressed budget.

I want to save money in any way I can, but I believe there are a
lot of people in this country that are better able to take the cut,
who are better able to pay that $1.8 billion in a period of 5 years
than these cripped people are.

There are some falacies, Mr. Chairman, that I think are involved
in the assumptions that are presented to your committee and by
the same authorities to the House committees. In the first place,
the people who get on these rolls are adjudicated by a proper
tribunal to be totally and permanently disabled. They are not just
people who become temporarily disabled..

I just happened to notice, as I was standing here a minute ago, a
-chart presented by the distinguished Commissioner of Social Secu-
rity. There are 1,190,000 people who evidently apply to get on the
disability rolls, I assume, every year. This is for the year 1978. I
noted that out of the number of allowances by the authorities that
adjudicate administratively the eligibility, 357,000 are allowed, and
833,000 are disallowed. Then I took all the allowances, either by
reconsideration or other hearings, or appeals, or the Federal
courts, and they all add up together to 449,900.

Mr. Chairman, this is out of a total of applicants of 1,190,000.
This means that 38 percent of the people who apply are accepted
and made eligible for the rolls; or, to turn it around, 62 percent
who apply are denied in the processes of determination of their
eligibility. So almost two out of three of the people who apply to
get on the disability rolls are turned down by appropriate authori-ty.

The next thing is that it is assumed, and it was assumed in the
House, and great emphasis was put on this as the debate will show
in the House, and the report will reveal, on giving these people
incentives to get back to salary-earnings jobs on the payrolls of
private business enterprises, and the like. I say they are forgetting
the premise. The premise is that they were already adjudicated to
be permanently disabled, evidently by procedures that were pretty
strict indicating that two out of three were turned down.

They are going on the assumption, apparently, that these people
were never properly adjudicated to be totally and permanently
disabled. So unless the adjudicating process is totally unreliable, it
seems to me that they go on a false assumption. They assume
apparently that these people are like people who go to the hospital,
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and most of them get out cured, apparently, or they improve in a
little bit, and they can go back to work.

When I was here in the Senate, I remember that it was along
about that time that I was concerned about the disabled. A young
man, for example, just 23 years old, 4ust married, just starting a
family, and he gets his back broken in an automobile accident. I
was troubled about that man's future, and so were you and others.
Finally, we provided.

However, as I recall it, you have to wait 6 months before you can
get on the rolls no matter how badly or how totally and perma-
nently disabled you are. So you wait for half a year without in-
come. You go through a severe adjudicatory process, which almost
generally rejects two out of three applicants, and you get the rolls.
Now the House comes along and says to the country: "Let's get
these fellows back to work. Get these totally and permanently
disabled people back to work." It would seem to me that they have
forgotten how they got on the payroll.

We have people here today, galantly in this room, who are dis-
abled people. It is virtually impossible to return to work after you
have a total and permanent disability.

The next thing is, I feel a sense of responsibility as a Member of
this Congress to the people of this country who are the recipients
of social security not to tamper with that program. When they
have their money in the bank, and they see that fellow finagling
with that money, they begin to lose their confidence in that bank.
Here we are asked to go back and revise and rewrite a program
that has been in existence at least 20 years.

Already people are concerned about the integrity of the social
security. The are already besieged by false prophets who are
telling the older people to go and make some other arrangements,
if you can, about your future. You cannot rely on the social secu-

rou know that we, in Congress, will never allow the social secu-

rity program not to perform the obligations that it is supposed to
discharge. But at the same time when we tamper with it, when we
go back and reduce the benefits that have previously been pro-
vided, especially at a time when inflation is higher than it has
been in a long time, and when what they are getting is worth less
in purchasing power, we severely compromise the integrity of the
program.

I heard a man say today that in the last few years the dollar has
depreciated 47 percent, or something like that. I am sure you all
have the exact figures here.

We are talking about giving an incentive to go back to work to
totally and permanently disabled people. We are talking about
saving $1.8 billion over 5 years from the crippled people of the
country, who are having, on the stipend that they are receiving, to
meet the highest costs that they have had to meet at any time
since they have been on that program.

Another argument that they emphasized in the House was that
the trust fund is unable to continue to bear this burden. On the
contrary, according to the report of the House committee, the trust
fund is expected to grow from 31 percent of outlays in fiscal 1979 to
56 percent in fiscal 1984. Even the committee report concedes that
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the trust fund will more than quadruple from its present level at
$4.3 billion to almost $22 billion in 1983. So I don't see much of a
crisis there in the trust fund. This particular part of the trust fund
is in good condition, and the prospect is that it will be stronger
than it is today.

Another thing is that the cuts have the effect of bearing most
heavily upon the poorest people. Of course, these are the very
people who have the greatest difficulty in meeting the cost of living
with prices as they are today.

May I speak of one group that I am professionally associated
with, and incidentally personally involved, and that is the elderly.

I have here the figures that 30 percent of the persons affected by
this legislation are 60 years of age or over. So you are not only
talking about men and women in the prime of life who must rise to
the exigency of the present inflationary condition, but you are
talking about elderly people. The average age of the people covered
by the total social security disability program is 55 years of age. So
you are dealing with older people very much.

The last thing is that I would think that it would not be desir-
able for us to approve this legislation in view of what I believe are
those justifiable objections to its passage. So, Mr. Chairman, I
submit for their worth these observations to you and your distin-
guished committee.

Thank you very much.
The CHAIRMAN. Thank you very much, Senator Pepper. I will see

that this is considered by the full committee.
I will have to call a brief recess now, and I will try to come back

just as soon as I can.
Mr. PEPPER. I have finished my statement, Mr. Chairman, and I

want to thank you very much.
[The prepared statement of Mr. Pepper follows:]

TESTIMONY or REPRESENTATIVE CLAUDE PEPPER, CHAIRMAN, HousE SELur
CoMMIrTEE ON AGING

Mr. Chairman, thank you for the opportunity to appear before your distinguished
committee to express my concern over H.R 3236, the Disability Insurance Amend-
ments of 1979. As a former member of this eminent bodyf, I come before you today to
ask you to oppose a grave danger to the very foundation of economic security for
America's aged, the Social Security System.

To those of us who were in Congress 45 years ago when the Social Security system
was in its infancy and have seen it evolve into an ironclad compact that has served
America well for three generations, this bill is a severe disappointment. By propos-
ing to slash benefits for the sake of purported fiscal expediency, Congress would be
opening a Pandora's Box that will compromise the integrity of the Social Security
system. Perhaps the proponents of this measure feel that the long term soundness
of the pram will be enhanced by these periodic attempts to bleed it to death. I
cannothelp but believe that the sharp reduction in the level of Social Security
protection will make the over 110 current contributors to the program and the 35
million current beneficiaries alarmed about the government's intention to honor its
commitments to them. Unfortunately, H.R. 3236 goes backward in America's com-
mitment to its aging and handicapped.

Of particular concern to millions of elderly and disabled persons are the so-called
"benefits cap" and "drop out" provisions of the bill as passed by the House. Under
Section 2, beneficiaries would be limited to a maximum amount of total benefits: 80

r cent of the worker's average lifetime monthly earnings prior to his disability, or
150 per cent of the primary insurance amount, whichever is lower. Section 3 of the

bill proposes to eliminate or reduce the number of low earnings or no earnings
years that a disabled worker could "drop out" or disregard for the purpose of
computing benefits.
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Mr. Chairman, 30 per cent of the persons affected by this legislation are 60 years
of age and over, and the average age of the people who are covered by Social
Security Disability Insurance is almost 56. A not insignificant share of the brunt of
the proposed cutbacks will be borne by the elderly.

The- report of the Committee on Ways and Means specifies the amount to be saved
in the next 5 years, 1980 through 1984, as $1.82 billion.

Now, Mr. Chairman, from whom is that $1.82 billion to be saved? From the
crippled people of this country. Are we so destitute in America, are we so hard
pressed that we have to turn to the cripple as the source of the saving of revenue
for the next five years? Is this the leakage that is causing concern to our fiscal
structure, the amount we are paying the handicapped of America?

It is not easy to fully comprehend the devastating impact of this proposal on a
person who already must cope with the prospect of a lifetime disability. Former
HEW Secretary Wilbur Cohen, who will later testify before this Committee, could
not be more correct when he characterizes this bill as "retrogressive, harsh, and
unfortunate legislation."

The intent of the bill, nonetheless, appears to be quite clear. The report of the
Ways and Means Committee defends the benefits cap and drop-out provisions in
terms of "the need for work incentives." It would seem that the supporters of these
two provisions do not believe that Disability Insurance recipients are in fact dis-
abled. Mr. Chairman, nothing could be further from the truth.

Congress wrote strict eligibility requirements in 1956 when the disability program
was initially added to social security; and eleven years later Congress rewrote the
eligibility criteria to tighten them further still. Currently, to qualify for disability
benefits, individuals must be severely impaired. No consideration is given to social
or vocational limitations. Moreover, an applicant must wait 5 months before becom-
ing eligible for benefits. Because unemployment compensation is p-tyable only to
employees able to work, the waiting period usually means almost half a year
without income. I would add that the social security administration has historically
pursued a notoriously rigorous policy of implementing regulations to the extent that
large numbers of people who should qualify by any humane standard, do not.

The authors of the report language, with their continual references to work
disincentives, would have us believe that beneficiaries are living off the fat of the
land at the expense of the American taxpayer. H.R. 3236, they claim, will end this
alleged extravagence by lowering benefit levels to the point where these "free-
loaders" will have an incentive to return to work.

But disability benefits are hardly lavish-the average monthly payment is only
$327.66. It is to take leave of common sense to suggest that a sum of eighty dollars
per week will discourage individuals from returning to work. The fact is, Mr.
Chairman, that most disability beneficiaries cannot return to work. In almost all
cases the disability is chronic and progressive in nature, and in many the ailment is
expected to terminate in death.

We are told, nevertheless, that these cutbacks are necessary to keep the trust
fund intact. We are told that if we enact this into law, we can go home and tell our
constituents how we are helping them fight the battle against inflation by paring
down the Federal budget. Mr. Chairman, it is incomprehensible to me that Congress
can find no other place in a half-trillion dollar budget other than the pockets of
cripples and their dependents in order to effect cutbacks. Very few of us in this
Congress have failed to affirm our sense of fiscal responsibility to the American
taxpayer. All too often, however, the fiscal knife has been wielded most enthusisti-
cally on those tied to the stake of poverty and misfortune.

The tragic irony is that the trust fund is in no danger of bankruptcy at all.
According to the Congressional Budget Office and the latest trustee's report, the
Disability Insurance trust fund is expected to grow from 31 per cent of outlays in
FY 1979 to 56 per cent in FY 1984. Even the Committee report conceeds that the
trust fund will more than quadruple from its current level at $4.372 billion to
almost $22 billion in FY 1983.

Whatever the intent of the Bill, its effects cannot be mistaken. I quote from the
language of the Committee report: "The 80 per cent limitation is designed to affect
wage earners at lower earnings levels." The bill in fact will slash the benefits of the
very individuals that need them the most-the low income disabled.

I just hope that my good friends in the Senate will not be associated in an
endeavor that has that purpose. It is commendable that my distinguished colleagues
on the House Ways and Means Committee want to save money, but goodness knows,
are there not other places where we could save a comparable amount without
taking it from the aged and the disabled of America?
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For those doomed to live out the rest of their lives with a crippling disability, the
prospect of supporting a family is a grim and frightening one. By definition, they
are unable to engage in substantial-and gainful employment. So all this coercion
does is to reduce their standard of living, not only for the disabled person but for
the children and the spouse of that disabled person, who may still have the honor
and the responsibility of being the head of the family. Mr. Chairman, with all my
heart I oppose this legislation and urge this Committee not to adopt it.

The CHAIRMAN. We will call a recess.
LRecess.]
Senator DoLE. I think that I can start the hearing. We have had

all these votes, and I want to apologize to the witnesses who have
been waiting, Mr. Schloss, Ms. Boggs, and Mr. Verville.

I will submit a couple of questions, for the record, to Commission-
er Ross on whether or not the administration favors eliminating
the 5-month waiting period for the terminally ill as advocated in S.
1203, or if not would the administration consider shortening the
waiting period to possibly 2 to 3 months. We will submit those
questions to the Commissioner.

Mr. VERVILLE. Would you like us to start, Senator?
Senator DoLE. In any order that you desire.
Mr. VERVILLE. I will start.

STATEMENT OF RICHARD VERVILLE, ESQ., NATIONAL EASTER
SEAL SOCIETY FOR CRIPPLED CHILDREN AND ADULTS

Mr. VERVILLE. Taking Senator Long's admonition, I will say that
I will focus on SSI only, and try to be very brief, and then my two
colleagues will talk about disability insurance.

Not taking his admonition seriously, I would like to say that we
commend you for introducing S. 591. Our basic purpose for being
here with regard to SSI is to say that all the organizations we are
testifying on behalf of support S. 591, and would urge the Finance
Committee to speedily report it out, and the Senate to pass it.

Just very briefly, a couple of comments on it. There are three
major parts to it, it seems to me. The first is the effect on the
benefit level. Unlike the Finance Committee's bill of last year, S.
591 would allow a person with a disability to retain earnings up to
the break-even point. The limits in S. 591, which are that you have
to have a disability that meets the medical listings or their equiva-
lent, and that you have to be in the system already would, I think,
substantially eliminate any of the cost implications that have been
suggested by the Social Security Administration.

There were suggestions about H.R. 3464 that it would cost be-
tween a half billion and $7 billion. S. 591, in my opinion, would
cost very little at all, at least with respect to the benefits, because
you are not bringing in new eligibles in the system. You are not
changing the eligibility, you are onl changing the amount that
can be earned for someone in order For that someone to return to
work and exit the system. Therefore, the people who might come in
on SSI, and through some tortuous route that has been suggested
get on DI and, therefore, boost the DI costs, would not be a factor.

Also, it is not changing the definition of SGA for purposes of
disability insurance. So it would not have that cost.

We think that there might be some savings because people who
otherwise might not earn at all, or earn under the $280, would
earn above that limit, and as a result of the tax rate in SSI would
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have their benefits reduced from what they otherwise would be,
had they not earned at that level.

The other major part of S. 591 is the extension of title 19 and
title 20 coverage for individuals who need those services in order to
continue employment, and who could not otherwise pay for those
services. We would support those provisions, and only suggest that
the 3-year limitation on the medicaid coverage suggested by the
administration, we think, is not appropriate, and we would prefer
the provisions in S. 591, which allow the Secretary to determine
when that individual needs to retain the medicaid eligibility in
order to get the services that allow that person to be employed.

We would also suggest that S. 603, while very much like S. 591,
in some respects more limited, is in a few instances an improve-
ment because it would not impose the same eligibility tests that
one would have to meet if one were on SS1, which S. 591 would.
There would be some asset tests and possibly some unearned in-
come tests that individuals would not have to meet under S. 603.
They would just have to meet the medical indigency tests that are
in those State plans that have medical indigency programs.

We would support, as we would all other provisions in S. 591, the
work-related expense provision with just two caveats. We would
hope that the work-related expenses could be applied not only with
respect to determining eligibility, that is, with respect to determin-
ing whether one has met the SGA, but also with respect to the
benefit calculation, which it is my understanding is the way the
work expenses would apply under SSI to the aged and the blind.

One other very minor matter on work-related expenses, in the
H.R. 3464 bill, drugs which might be necessary to control a dis-
abling condition, like epilepsy, would be a work-related expense, a
special one, whereas under S. 591 they would not. We would sug-
gest that that rather technical provision be included in S. 591.

Thank you. I turn to my colleague, Mr. Schloss, first, and then
Mrs. Boggs.

STATEMENT OF IRVIN P. SCHLOSS, DIRECTOR, GOVERNMEN-
TAL RELATIONS OFFICE, AMERICAN FOUNDATION FOR THE
BLIND
Mr. SCHLOSS. First, Mr. Chairman, I would like to urge the

committee to act favorably and promptly on S. 591, and to delay
marking up H.R. 3236, the disability insurance amendments of
1979.

As you have gathered from other witnesses, the bill not only is
controversial, it is punitive in certain of its provisions. We would
urge the committee to wait until it has the report of the Advisory
Council on Social Security to use during its deliberations, and also
that it consider H.R. 3236 in the context of other changes in social
security financing, which may be made later this year or sometime
during 1980.

Our principal objections to H.R. 3236 are contained in two sec-
tions; section 2, which would put a lower ceiling on family benefits
for the families of disabled workers, and section 3, which would
reduce the dropout years for middle aged and younger workers.

We feel that these two provisions have the very simple, no mat,-
ter how they are otherwise cloaked, purpose of cutting benefits for
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disabled workers and their families. I think we have to keep in
mind that the Social Security Amendments of 1977, which became
effective for disability insurance benefits on January 1, 1979, al-
ready resulted in a cut in benefits for those who became disabled
since January 1 of this year.

H.R. 3236, sections 2 and 3, would further cut those benefits on
January 1, 1980, for those who become disabled and eligible after
that date.

With regard to the question of work incentive, that was the
primary argument used in the House report, and in the debate on
the House floor by the proponents of the bill. In fact, if we look at
the existing caseload of disability insurance beneficiaries, of the
close to 2.9 million beneficiaries, only 10 percent have any earnings
at all. So it is a very severely disabled group which has a very low
potential for vocational rehabilitation, and it is very unlikely that
work incentive can be stimulated by cutting benefits. We have no
doubt that future beneficiaries, who would be affected by sections 2
and 3 of H.R. 3236, would have the same characteristics as those
currently on the rolls.

With regard to statistics on age, I would like to say in view of the
questions asked of earlier witnesses, that the median age of those
currently on the rolls is 56. The median age of new people coming
on the rolls is 56. Basically, with the exception of current blind
beneficiaries, it is an older age group. Only 18 percent of those
currently on the rolls are under 45 and, unfortunately, 66.66 per-
cent of the blind persons currently on the rolls are under age 45.

So the combined provisions of sections 2 and 3 would put a
double penalty on new beneficiaries -who are very- likely to have
the same characteristics as those already on the rolls.

These two sections would particularly adversely affect younger
worktjrs, women who have had intermittent service in the work
force, minorities, and Vietnam era veterans. Perhaps the ultimate
disincentive for those who have gone to work, having been on the
rolls, and then having to go back on the rolls after January 1, 1980,
is that they would wind up with substantially lower benefits as a
result of sections 2 and 3.

I will turn it over to my colleague, Dr. Boggs.

STATEMENT OF ELIZABETH M. BOGGS, PH. D, MEMBER, NA.
TIONAL GOVERNMENTAL AFFAIRS COMMITTEE, ASSOCIATION
FOR RETARDED CITIZENS
Ms. BoGos. Thank you.
Let me proceed further on the issue of the disability insurance.

As we said in our testimony, we are in favor of some of the
provisions, but we are very much concerned about the further
limitation of benefits. We wish to underline what Senator Pepper
said.

There is no crisis in the disability trust fund at the moment,
which would require percipitate action on the part of this commit-
tee with respect to the disability insurance issue this year, and we
believe that you can afford to carry this bill over until you have a
chance to hear from the advisory council on social security.
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We believe that they have examined this issue with a great deal
of care, and that their recommendations will be much more tai-
lored to the problem that people seem to think exists.

It seems that the solution offered in the House, the combination
of reducing the dropout years, and limiting the maximum family
benefits, particularly in the middle and higher ranges, is a meatax
approach which penalizes future beneficiaries at the same time
that it attempts to eliminate a few anomalies in the system.

I tried to think of a homely analogy, and I thought of the person
who goes into a store to buy a suit of clothes off the rack, and tries
them on and discovers that the sleeves come down to his knuckles,
and when he looks, he realizes that the reason, for this is that the
shoulders are too broad. But the tailor says:

I don't want to get into the business of opening up those seams at the shoulders.
We will just cut the cuffs off. Now that you have pointed out to me that these
sleeves are too long, I will cut the cuff off everybody else's suit that comes in here,
regardless of whether the suit fits him or not.

That is about the way it seems to work.
We believe that it can be done better, and should be done better,

but that there is no time in the remainder of this year's session.
In particular, we are concerned about the aggravation of inequi-

ties between survivors' benefits and dependents' benefits under
disability insurance. The House tried to assure us that they don't
intend to tinker with survivors' benefits, but if they don't intend to
tinker with them, the inequities are being made larger between
those two groups. If I have time, I will give you an example.

Let me go to the point of the public perceptions of the social
security system. The Social Security Administration, and Commis-
sioner Ross are quite properly concerned that younger workers do
not have a great deal of confidence in the system for two reasons.

One, they see their own retirement benefits as quite distant, and
subject to a great many factors between here and there that they
are not too sure about; second, not have a true appreciation of the
insurance protection that they get now for their survivors, or
against their own disability.

What seems to be happening here is that at the very moment
when the public does not fully appreciate the unique value of social
security to each covered worker, we are trying to sell it to them by
saying that we are going to cut it back further.

For example, there is a very nice little brochure here that the
Social Security Administration has just gotten out, which is de-
signed to show people what their benefits are in a general sort of
way, and it points out that if you are a young worker who has
earned at the maximum rate, and you die, leaving a widow with
two small children, that family of three could get as much as $966
a month.

The brochure does not mention that if that worker instead of
dying, were to become disabled this year, under present law he
would have to sustain a family of four, including one disabled
member, on the same amount that is being quoted for three; under
the new proposal, he and his family would have approximately one-
third less per member in benefits relative to what they would get
as survivors.

54-19R 0 - 79 - a
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So we believe that the benefit provisions in sections 2 and 3
should not be enacted in their present form, and we respectfully
suggest that you delay action on this bill until next year.

Senator DOLE. First of all, I appreciate very much the statements
by the panel. This may be a speculative guess, but what percentage
of disabled do you think will make an effort to go to work if the
incentives of S. 591 are put into place?

Mr. VERVILLE. We made some estimates looking at the data in
the social security survey as well as some of the existing surveys of
the blind and the disabled. Our rough guess is that it is in the
neighborhood of 10 to 12 percent. It is not what I would consider a
large portion of the disabled on SSI.

Now, only 3 to 3.8 percent have any earnings under the SGA cap,
and we think that expanding the earnings to a population of 10 to
12 percent certainly for that population would have a substantial
impact, and would probably reduce some of the SSI costs for that
population.

Senator DOLE. Do you believe the SGA, substantial gainful activi-
ty, test to be a valid part of the determination of disability?

Mr. VERVIu. That is a hard question to answer. I guess my own
opinion is that functional limitations are probably the most correct
way to determine how disabled someone really is. Whether one can
work in certain physical and mental respects is a functional test,
but how much one earns seems to be a fairly arbitrary one. To say
that at $279 you are disabled, and at $300 you are not, seems to be
awfully arbitrary.

So my opinion would be that, on balance, the economic test itself
is not particularly determinative of whether one really has a dis-
ability.

Senator DOLE. You have indicated that provisions in S. 591 would
be some incentive for disabled individuals to go to work. If that is
.the case, could you state, for the record, why you do not think a
significant number would be induced to go to work by the incen-
tives in H.R. 3236, the family benefit cap, and the lower dropout
rate?

Ms. BOGGS. Our problem with that is that while it might conceiv-
ably influence the decision of a few people who were marginally
disabled in respect to the definition that you have just discussed,

an who happen to be among those who are alleged to have a high
replacement rate after you take into account taxable earnings, you
have to figure that someone is pretty smart to figure all that out.
While it might have an effect on that person s decision as to
whether really to make the effort, in spite of his disability, to go
back, the number of people in that group is relatively small as
Dick has suggested, what you are doing, then, is penalizing a larger
group of people who have absolutely no possibility of going back to
work at any kind of pay that would support them. That is unfair,
and defeats the purpose of a social insurance program.

- It is particularly true that young disabled workers are unlikely
to have adequate coverage under other systems. They cannot get
into them as fast as into social security. The portability issue
arises. Social security has some of these advantages of portability
and continuity, which are particular useful for younger workers
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who, through no fault of their own, become unable to continue
participation in the work force.

You are destroying those advantages and you are destroying
something that is peculiar to social security as distinct from the
private pension plans. You are destroying it for 90 percent in order
to try to induce some portion of 10 percent to give work a try.

Mr. SCHLOSS. If I may add to that, Mr. Chairman. The Social
Security Administration's own continuous disability history files
indicate that the benefit levels were not a signficant factor in the
number of individuals on the disability insurance rolls who did
return to work.

Then the study of veterans with service-connected blindness
made by the Veterans' Administration in 1953, where the benefit
levels are not reduced at all on the basis of earnings, indicated that
50.3 percent were gainfully employed, and most of the others had
very severe additional disabilities to blindness.

So the benefit level itself is not a deterrent to work, and cutting
it would just be unnecessarily cruel.

Ms. BooGs. I would like to add to that. If you would make
reference to table 9 on page 29 of the House staff report on options
for financing social security programs, this shows the replacement
rates for families with maximum benefits in 1979, 1980, and 1983.
It shows a rather high replacement rate for 1980, but it shows that
by 1983 there will have been a decline in those replacement rates,
that is as soon as you could expect some amendment you might add
now to take effect anyway. So the system has got some self-correc-
tions in it already.

In particular, it shows that for people with the maximum earn-
ings, you are getting replacement rates of less than 50 percent with
maximum family benefits. The imposition of the House cap on that
would reduce those from 49 percent, let us say, to 42 percent. It
just does not seem as though that were necessary.

Of course, people always take refuge in the alleged difference
between gross earnings and net earnings, and do calculations based
on the assumption that the spouse is going to go on working, and
that they are going to file a joint income tax return, and that they
have average State taxes, and that it does ,t cost them anything
to get the health insurance that they lost when the disabled work-
er left his employment, and that there are no disability expenses.
Those kinds of hypotheses seem to us to be inappropriately ad-
dressed by using hypothetical averages.

If the problem is that people don't pay enough taxes on the
higher income slots, or on their spouse's earned income, then that
ought to be addressed as a tax problem, rather than making as-
sumptions about what people's taxes would be.

Senator DOLE. Thank you very much.
I think that Senator Chafee has some questions that he would

like to submit to the panel. Perhaps, you could respond to those in
writing, for the record.

Ms. BoGos. Yes.
The CHAIRMAN. The thought has occurred to me that by one way

or another we ought to try to prevail upon private employers to
make a certain number of jobs available to handicapped people to
do whatever they can do. You don't have to have your sight to do
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certain jobs. You don't have to have an arm to do certain other
jobs. Depending on what one's handicap is, they are capable of
doing a great deal of things by simply adjusting for it, if the
employment opportunities are made available to them.

I just wondered what you could offer us along that line as to just
how we could make more employment opportunities available for
handicapped people to operate in the areas where they have the
competence to do the job.

Mr. SCHLOSS. If I may start, Mr. Chairman. Better enforcement
of the affirmative action programs under title 5 of the Rehabilita-
tion Act of 1973. Section 501 of that act has to do with assisting
qualified handicapped individuals to go to work for the Federal
Government, and section 503 deals with an affirmative action pro-
gram for qualified handicapped individuals with contractors with
the Federal Government.

Much more active affirmative action, employer education, public
education, those are going to be the ways that we will have to go
about this, all of it underscored, of course, by very effective voca-
tional rehabilitation services to assist those who have become se-
verely disabled to compensate to the greatest extent possible for
whatever handicapping effects their disabilities have had.

Mr. VERVILLE. From what little we have seen from the changes
in the tax codes that have been intended to encourage employment
by private employers, it would appear that they have not had a
substantial impact, although I will be the first to admit that I have
not seen any data with regard to what, Senator Dole, your provi-
sion dealing with the tax break on salaries of handicapped people,
what impact it has had. It is fairly limited in that you have to
come through the vocational rehabilitation State system, and then
be placed in the job. It is not open to all disabled people.

In general, it seems like the tax breaks have not had a substan-
tial impact on private employers, maybe because they are too
constricted, maybe the employers just are not stimulated by those
breaks. It seems to me that changes in the tax code should have
some impact on them, particularly in times when they can use that
kind of break.

Ms. BoGGs. I think that there is some European experience rela-
tive to something that is a little different to what you were sug-
gesting, relative to expecting employers who have more than a
small number of employees, to set aside a certain number of slots,
or a percentage of slots for the handicapped, those laws turn up in
full-employment countries, like the Netherlands.

I think that we are a little bit skittish about the business of
trying to get jobs labeled that become stereotyped jobs for particu-
lar types of disabilities. We believe that disabled people have indi-
vidualities like the rest of us, and we would rather not have a job
get- categorized and labeled, such that, for example "we have to
have a person in a wheelchair in this job." I think that this would
probably set the handicapped back.

On the other hand, I think we need to test out the effects of the
recent legislation, that Senator Dole had so much to do with,
providing tax breaks for the removal of architectural barriers and
the adaptation of the workplace, and things of that nature, which I
think could be quite useful.
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Mr. VERVILLE. Just one comment, because the Pope was here. I
was in Poland for 10 days just recently, and obviously there is a
different system of government there, but they do have things
called Invalids Co-operatives, which are cooperative enterprises
with disabled people as the employees, and they actually own the
business themselves. The government lets them keep whatever
return there is over and above the salaries and costs of operating
the business, which they use for their health care, and rehabilita-
tion. But that is a fairly substantial part of their economy now. It
is about 20 percent of all the cooperatives in that country, and they
are supposedly, according to answers to questions I asked, compet-
ing on an equal basis with the cooperatives that are operated by
able-bodied people.
' Ms. BoGos. I think the bottom line is that, in an economy that

has 6, 7, or 10 percent unemployment at any one time, it is pretty
hard to say that you will reserve jobs for the handicapped to get
them off DI, while you put other people on the unemployment
rolls.

The CHAIRMAN. We don't really have quite that bad a problem.
You have a lot of people who are drawing unemployment insur-
ance, or even some people who are not drawing anything, who
because they have resources and do not have to take a particular
job right now, simply don't want to take jobs that are demeaning.

Right now, we have about 7 million aliens here in the United
States. I am not in favor of just sending them home. What I would
do is to make a deal with Mexico to let them produce and ship to
us a great many things that we are buying from Taiwan and
Japan, where we have a very unfavorable trade balance. But if you
sent most of these people back home, there is a real question of
whether you could get Americans to take those jobs, even though
we have a lot of unemployment. A lot of those jobs might be
regarded as demeaning.

It is one thing to have people out of work, but it is another thing
when you don't have a very good job to offer, even though it still
pays the minimum wage, to get people to take the job. I would
think that if you looked at all the employment opportunities that
there are, if you sent some of those illegal aliens back, we could
find employment opportunities.

Further than that, in the Garment Workers Union, they spread
the employment when they have high unemployment. They just
shorten the work hours, and they keep everybody at their post. If
need be, you could have two people doing the job instead of just
one, have two half-time employees to spread the employment
around insofar as you could make employment opportunities avail-
able.

I just feel that if we ran the country the way we ought to run it,
we would find a place for all those who want to work.

I like to think that during the past 20 years we on this commit-
tee, have been more innovative than other committees, and we
have scared some of them to death that we were moving into their
jurisdictions trying to propose answers to problems. We keep think-
ing, what can we do to provide some of these answers. Senator Dole
and others have proposed a tax credit, which is something else that
we can do.
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We would like to provide opportunities for people. For those
disabled people who want to work, we ought to help them try to.
find jobs, to the extent that we can. I would like to help work
toward that solution, even though it might be outside the jurisdic-
tion of this committee.

Ms. BoGos. It gives us a chance to underline what we may have
shortchanged at the beginning of our testimony because of the time
limits, and that is our support for the provisions in both SSI and
DI bills that do make allowances for the impairment related work
expenses, which would permit some people who have quite severe
disabilities, but nevertheless have quite apparent abilities, to work
and provide their particular skills to our economy, even though the
net earnings after all the expenses are taken account of are not as
high as would ordinarily be paid in that job.

We have people with paraplegia and quadriplegia who are good
computer programmers, which is very high skill and one we need
in our economy. Making it possible for people like that to make a
contribution, in spite of a disability, is quite important.

Interestingly enough, the National Association for Retarded Citi-
zens, which I represent, and the Paralyzed Veterans of America,
which you would think is an entirely different group, find our-
selves having a lot in common, a lot of concerns in common, and
we realize that some of those fellows have some very important
contributions to make, and we want to see them make them.

The CHAIRMAN. Thank you very much.
Senator DoLe. I would like to say that the chairman, has again

expressed his interest in finding some new ways, in addition to
other ways, of getting handicapped people to work. The tax credit
for the removal of architectural barriers is very important, and
that expires at the end of this year. This is one that we need to
focus on, and see how much benefit there has been, and what we.
need to do to improve it. That was a measure that I worked on
with now Vice President, but Senator Mondale at the time.

There are other areas within the jurisdiction of this committee
that I think we could probably address, including S. 591, and
maybe some other approach through tax credits, so that the handi-
capped could find meaningful employment.

Thank you.
The CHAIRMAN. Thank you very much.
[The prepared statements of the presiding panel follow:]

STATEMENT OF IRVIN P. SCHLOSS, DIRECTOR, GOVERNMENTAL RELATIONS

DEPARTMENT, AMERICAN FOUNDATION FOR THE BLIND

SUMMARY

The American Foundation for the Blind, American Association of Workers for the
Blind, and Blinded Veterans Association-three national organizations concerned
about the special needs of blind and severely visually impaired persons-urge
prompt, favorable action by the Committee on Finance and the Senate on the
provisions of S. 591 and some of the provisions of H.R. 3464 with technical amend-
ments designed to assure applicability of some of the provisions to individuals on
the SSI aged and blind rolls.

Simple justice requires equal treatment of persons on the SSI disabled rolls with
those on the SSI aged and blind rolls, to whom the Substantial Gainful Activity
(SGA) test does not apply. It should also be noted that there are blind or severely
visually impaired persons on the SSI disabled rolls who would fare better on the M81
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aged or blind rolls-an anomalous situation which enactment of S. 591 would
correct in the most equitable way.

On the other hand, the three organizations I am representing urge the Committee
to delay action on H.R. 3236, the Disability Insurance Amendments of 1979, until its
members and staff have had an opportunity to evaluate its provisions in the light of
the recommendations of the Advisory Council on Social Security and in the context
of other changes in the Social Security System which may be contemplated by the
Committee later this year or in 1980.

In particular, we specifically oppose Section 2 of the bill, which would place a
lower cap on the family benefits of disabled workers who qualify for benefits after
January 1, 1980, than is currently in effect for disability insurance beneficiaries or
other Social Security beneficiaries. Also, we specifically oppose Section 3 of H.R.
3236, which would reduce or eliminate the number of "drop-out years" used in
computing individual benefits for middle-aged and younger workers who qualify for
disability insurance benefits after January 1, 1980.

According to the House report accompanying H.R. 3236 and the September 6
House floor debate, these sweeping across-the-board cuts in benefits for disabled
workers and their families are designed to eliminate work disincentives created by
the higher benefit levels. This premise is not supported by the facts. Social Security
Administration (SSA) statistics indicate that only ten percent of current disability
insurance beneficiaries have any earnings at all; and it is likely that prospective
disability insurance beneficiaries will have the same experience, given the stringent
standards required to qualify for disability insurance benefits.

In fact, the contrary would appear to be the case. A 1953 Veterans Administration
study of blinded veterans with service-connected blindness proved that disability
compensation, which is neither reduced nor discontinued based on earnings, was not
disincentive to work. SSA studies conducted between 1972 and 1975 demonstrated
that disability insurance beneficiaries were not significantly influenced by benefit
levels in their ability to return to work and leave the rolls.

The organizations I am representing endorse enactment of the provisions of H.R.
3236 designed to eliminate genuine work disincentives, such as extension of the trial
work period, continuation of medicare coverage for an additional three years, after
a beneficiary leaves the rolls, and elimination of a second 24-month waiting period
for medicare coverage for an individual who resumes disability insurance benefits.

INTRODUCTION

Mr. Chairman and members of the Committee, I appreciate this opportunity to
testify on S. 591 and H.R. 3464, bills to improve the SSI Program for the Disabled,
and H.R. 3236, the Disability Insurance Amendments of 1979.

In addition to representing the American Foundation for the Blind, the national
voluntary research and consultant organization in the field of services to blind
persons of all ages, I am today also speaking on behalf of two other national
organizations in our field. They are: American Association of Workers for the Blind,
the national membership organization of professional workers with blind persons,
and Blinded Veterans Association, the Congressionally-chartered membership orga-
nization of the nation's warblinded.

All three of these organizations believe that enactment of the disability insurance
provisions of title II of the Social Security Act and their subsequent strengthening
have been a vital contribution to the nation's social insurance system. We are
deeply grateful to the Congress for the sound concept and positive philosophy
inherent in a nationwide contributory insurance program designed to compensate
workers and their dependents for loss of earnings resulting from severe disability.

As successful rehabilitants and as rehabilitation professionals, the members and
staff of the organizatons we are representing today know from firsthand experience
the validity, value, and effectiveness of sound vocational rehabilitation for blind
persons in the optimum employable age range. Over the past half century, several
of these organizations worked diligently with the Congress to improve the Vocation-
al Rehabilitation Act; and all of them worked to achieve the major improvements
made in the Rehabilitation Act of 1973 by the 1978 amendments. We firmly believe
that uniform, nationwide criteria of eligibility for disability benefits should be
applied and strictly enforced. We welcome administrative and legislative improve-
ments with state disability determinations units, better training of disability deter-
minations unit personnel, resumption of federal monitoring of substantial numbers
of disability benefit allowances, rewriting of incomprehensible claims manual jargon
into simple English as is currently being done with federal regulations, and federal-
ization of disability determinations units when necessary.
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We welcome elimination of disincentives to employment provided in H.R. 3236,
such as extension of the trial work period, extension of medicare benefits after
removal from the disability insurance rolls, and automatic reinstatement of medi-
care and disability insurance benefits should employment not prove successful. But
the bill does not deal with the disincentive created by rehabilitation for employment
at earnings lower than predisability earnings or, even more significant, lower than
disability insurance benefits.

Nor is the reduction in cash benefits provided for in H.R. 3236 a way of creating
incentive to work and removal from the disability insurance rolls. On the contrary,
this punitive proposal will increase poverty in the majority of cases affected. There
are too many other factors involved, such as age, education, predisability work
skills, and family status and conditioning which influence motivation to work.

All three of these national organizations endorse enactment of the provisions of S.
591 and some of the provisions of H.R. 3464 as a means of establishing equitable
treatment for individuals on the SSI disabled rolls with those on the SSI aged and
blind rolls. We urge prompt, favorable action on these bills.

In contrast, we urge the Committee to delay action on H.R. 3236 until its mem-
bers and staff can evaluate its provisions in the light of the recommendation of the
Advisory Council on Social Security and in the context of other changes which may
be made in the Social Security System later this year or next year.

SS IMPROVEMENTS

S. 591 contains a number of overdue improvements in the SSI program and, in
particular, corrects a serious inequity for those individuals on the SSI disabled rolls.
By authorizing a supplemental payment equal in amount to the SSI benefit for
those on the disabled rolls whose earnings exceed the SGA amount, the bill creates
parity with the benefit structure for persons on the SSI aged and blind rolls.

As a result, persons on the SSI disabled rolls who meet the criteria of the medical
listings or their equivalent would lose entitlement to any SSI payment when their
earnings reach $481 a month, the same phase-out point for cash benefits currently
applicable to- persons on the SSI aged and blind rolls. This is a genuine work
incentive which the organizations I am representing endorse.

It should be noted that there are blind or severely visually impaired persons-
many with other primary disabilities-on the SSI disabled rolls. Although we are
unable to determine the exact number from SSA, the 1970 study of the aid to the
permanently and totally disabled public assistance rolls conducted by HEW's Na-
tional Center for Social Statistics revealed that 4.7% of those recipients were
severely visually impaired-unable to read ordinary newspaper print with correc-
tive glasses. The number in 1970 with this serious vision problem would have been
approximately 47,000 persons. We have every reason to believe that this number
has increased over the years since then, with the likelihood that a substantial
number are legally blind.

Another valuable work incentive in S. 591 is contained in the provisions of
Section 4, permitting exclusion of the cost of attendant care services, medical
devices and prostheses, and similar services and devices. In determining SGA, we
would like to recommend that the provisions of Section 3(a) of H.R. 3464, authoriz-
ing an exclusion of 20% of gross earnings for standard work-related expenses, such
as transportation costs, income taxes, and FICA tax, be incorporated in the bill the
Committee reports as an enhancement of work incentive.

The provisions of Section 3 of S. 591, assuring continued entitlement to medicaid
and title XX social services in accordance with criteria specified in the bill and by
the Secretary after individuals leave the SSI rolls because of earnings, are especially
important work incentives. They should be assured to every eligible individual and
eligible couples who reach the phase-out point for cash benefits on the SSI aged,
blind, and disabled rolls. A precedent for continuation of these valuable benefits was
established by the Congress with enactment of Public Law 94-48, assuring contin-
ued medicaid eligibility for SS recipients who left the rolls because of cost-of-living
increases in title I OASDI benefits.

Finally, we would like to recommend inclusion of Section 1631(aX6) as proposed by
Section 8(a) of H.R. 3464, covering continuation of SSI benefits for individuals who
recover medically while enrolled in a vocational rehabilitation program. The blind
were inadvertently omitted in the amendment to Section 1631(a) of the Social
Security Act. It should read as follows:

"(6) Notwithstanding any other provision of this title, payment of the benefit of
any individual who is an aged, blind, or disabled individual solely by reason of
blindness (as determined under Section 1614(a) (2)) or disability (as determined
under Section 1614(a) (3)), shall not be terminated or suspended because the physical
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or mental impairment on which the individual's eligibility for such benefits is based
has or may have ceased if..."

DISABILITY INSURANCE

In contrast, the three national organizations I am representing respectfully urge
the Committee to delay marking up and reporting H.R. 3236, the Disability Insur-
ance Amendments of 1979. Sections 2 and 3 of this bill are punitive and would cut
disability insurance benefits across-the-board for those who become eligible after
January 1, 1980, on the undocumented premise that cuts in both individual and
family benefits would remove work disincentives. We would urge the Committee to
wait until its members and staff have an opportunity to review the report of the
Advisory Council on Social Security and to take action in the context of other
changes which may be contemplated in the Social Security System later this year or
in 1980.

CEILING ON FAMILY BENEFITS

H.R. 3236 would place a ceiling on family benefits of 80 percent of a worker's
average indexed monthly earnings (AIME), or 150 percent of the primary insurance
amount (PIA), whichever is lower, with a minimum of 100 percent of PIA, for
disability insurance beneficiaries and their families. In 1977, according to former
HEW Secretary Califano, 6 percent of disability insurance beneficiaries had family
benefits higher than predisability net earnings and another 16 percent had family
benefits exceeding 80 percent of the worker's predisability earnings. However, SSA
derived these figures on the basis of involved estimating procedures, the validity of
which is questionable; and there is no documentation of actual cases in which these
distortions occurred.

It was our understanding that adoption of the new computation method in the
Social Security Amendments of 1977 with decoupling would eliminate the problem
of benefits exceeding preretirement or predisability earnings after January 1, 1979.
Until the Committee receives incontrovertible documentation that family benefits
for disability insurance beneficiaries are too high, we urge elimination of Section 2
of H.R. 3236.

DROPOUT YEARS FOR BENEFIT COMPUTATION

We are concerned about the proposed change in the number of years of low
earnings which may be dropped in computing the AIME for younger disabled
workers under Section 3 of H.R. 3236. Despite the fact that proportionately higher
benefits may result for younger workers, these benefits are based on a computation
during periods when the taxable wage base was substantially higher than in the
past. Indexing provided for by the Social Security Amendments of 1977-AIME-
should adjust the benefits of older workers to take inflation into account. We,
therefore, urge the Committee to eliminate Section 3 of the bill.

WORK INCENTIVES

We welcome the variety of proposals in H.R. 3236 designed to eliminate work
disincentives for disability insurance beneficiaries. However, we do not believe that
reduction of cash benefits spurs incentive to work for severely disabled individuals.
In 1952-53, the Veterans Administration conducted an extensive survey of World
War II and Korean Conflict veterans with service-connected blindness-1949 veter-
ans at that time. The findings of this study were published in 1958 by the Veterans
Administration entitled, War Blinded Veterans in a Postwar Setting, A Social Work
Followup of Rehabilitation Measures for Blinded Veterans with Service-Connected
Disabilities between December 7, 1941, and March 31, 1953.

The following excerpt from the "Conclusions" appears on page 198 of this book
and is relevant to the current hearings by this Committee:

3. Impediments to employment.-Compensation did not impede the employment
of 50.3 percent of the group studied; nor was there a basis for the assumption that
compensation was a primary impediment to the employment of the other 49.7
percent when they were considered with respect to factors other than compensation
which in addition to blindness might make employment difficult. Total blindness
itself was a greater hindrance than partial sight, and there was a strong indication
that multiple disabilities served as a serious impediment, hearing difficulties show-
ing up as one factor which was retrograde. In a special sampling discomfort and
pain themselves gave evidence of working against employment. Educational disad-
vantages appeared as a strong deterrent. Broken or incomplete family ties acted as
another. Blindness by disease served as another, though this group more frequently
had partial sight. Slow loss of sight and gradual debilitation, as in 35 cases of
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multiple sclerosis, appeared to work against all rehabilitation processes including
employment.

The fact that 50.3 percent of the entire group were employed, despite an average
of two major handicaps, might well lead to the discovery that, far from acting as a
deterrent to employment, and irreducible minimum of income may give a needed
confidence to employer and blind employee. A firm conclusion in this matter would
require statistical data regarding a comparable group of blind people without such
income.

Because the 1953 VA study of service-connected blinded veterans tended to prove
that VA disability compensation, which is not reduced when a veteran becomes
gainfully employed, served as an incentive rather than a disincentive to work, the
three national organizations I am representing oppose cutting family benefits under
Section 2 and individual benefits under Section 3 of H.R. 3236.

Data from SSA's Continuous Disability History Sample file, which relates the
replacement rate, including family benefits, and average pre-disability earnings to
the rate of recovery, does not offer conclusive evidence that high replacement rates
are a disincentive to work.

Data derived from this program and published in the April 1979 Social Security
Bulletin show that, for the sample's largest number of working adults with depend-
ent children, recovery rates indicated little variance with changes in earnings
replacement. Of the sample's 12.2 percent of workers with one dependent child, 8.2
percent of the workers with an earnings replacement rate of 75 percent or more
recovered while 10.4 percent of those with less than a 75 percent replacement rate
recovered.

Also based on the Continuous Work History Sample, an article in the March 1979
Social Security Bulletin, concludes:

"Recovery for work is sharply limited by the original eligibility requirements;
that is, severe and chronic illness that drastically affects earning capacity. . . . Any
expectation of substantially reducing the program's size by means of work incen-
tives, however, is placed in sobering perspective by the very low rate of benefit
terminations for recovery among those who had sustained work while still beneficia-
ries."

The article also stated:
"A large proportion of those awarded benefits were older middle-aged workers

with chronic progressive diseases. About seven in ten were aged 50 or over at
allowance. . . . Essentially the program has functioned as a total and permanent
disability program for middle-aged workers with progressive diseases related to

"o'r most disabled workers whose claims were allowed because they were uable
to work, recovery is not possible and program incentives to foster recovery are likely
to have little effect. The cross-tabular data suggest that, because of their older -age,
the chronic nature of diseases related to aging, and high mortality, few may have
the physiological capacity to improve medically or return to work. Benefit amounts
appear to have played only a small part in distinguishing those who left the rolls
from those who did not."

In sum, the most authoritative data available simply do not support the concept
of using an across-the-board family benefit cap as a work incentive.

WORK DISINCENTIVES
As the Veterans Administration excerpt quoted earlier stated, there are a number

of factors other than "high" cash benefits or loss of eligibility for medicare which
serve as deterrents to work. Relatively low earnings following vocational rehabilita-
tion is a significant factor. According to the Rehabilitation Services Administration,
mean monthly earnings of individuals rehabilitated during the fiscal yeur 1977 were
as follows: all rehabilitants (275,578) $424.67; severely disabled rehabilitants
(122,670) $372.67; nonseverely disabled rehabilitants (152,793) $468.00. For 9,001
blind rehabilitants, included in the severely disabled group previously mentioned,
the mean monthly earnings were $251.33.

Reducing family benefits and individual benefits cannot be expected to spur
interest of disability beneficiaries with low vocational potential to seek vocational
rehabilitation and employment. Clearly, improvement in the quality of vocational
rehabilitation and placement in jobs commensurate with ability, as well as the
potential for advancement is essential.

We recommend a combination of approaches to improve the quality of rehabilita-
tion personnel as well as bonus incentives to state rehabilitation agencies.

Nor can we minimize the effects of public and employer attitudes toward handi-
capped individuals as a factor which tends to serve as a deterrent to removing
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people from the disability insurance rolls. We recommend a vigorous education and
enforcement program of the title V provisions of the Rehabilitation Act of 1973 by
the succesor agencies to the Civil Service Commission, HEW, and the Department of
Labor to prohibit discrimination against otherwise qualified handicapped individ-
uals and to fully effectuate affirmative action programs for employment of qualified
handicapped individuals by Federal, state, and local governments as well as contrac-
tors with the Federal Government.

Despite the Age Discrimination in Employment Act of 1967 and the Age Discrimi-
nation Act of 1975, we cannot overlook the negative effects of age combined with a
severe disability as a deterrent to employment of disability insurance beneficiaries.
We know that more than one-third of the blind disability insurance beneficiaries
are 45 and older. According to SSA, 2.372 million of the 2.8 million disability
insurance beneficiaries are 45 and older.

Under the Age Discrimination Act of 1975, the U.S. Commission on Civil Rights
was authorized to make a study of patterns of age discrimination in the United
States. The study results, released in 1977, revealed that after attainment of age 45,
decreasing numbers of people were being served in virtually every Federally assist-
ed program. We know this to be especially true with regard to vocational rehabilita-
tion services to blind persons over 45.

Obviously, there is need for radical change in public attitudes toward handicaps,
toward age, and certainly toward the combination, which will require many years of
public education and legal action before we can expect a major impact on the
disability insurance rolls.

ALTERNATIVE WORK INCENTIVE

We would like to propose another approach to creating incentive to work which
would be applicable to all disability groups. We recommend that the Committee give
favorable consideration to reducing disability insurance benefits by one dollar for
every two dollars of earnings in excess of the SGA amount.

This provision is already in effect for OASI beneficiaries whose earnings exceed
the retirement test, and it is already in effect for SSI recipients with earnings in
excess of the first monthly excluded amount of $65 or $85.

On the other hand, abrupt termination of disability insurance benefits when
monthly earnings exceed the SGA amount is a clear-cut disincentive for the individ-
ual to work. It can easily be remedied as it has been for Social Security retirees and
SSI beneficiaries.

TRIAL WORK PERIOD EXTENSION

We wholeheartedly endorse the extension of the trial work period from nine to 12
months and suspension rather than termination of disability insurance benefits for
an additional 12 months, so that a disabled worker would automatically be reenti-
tied to cash benefits upon termination of employment during the second 12 months
period. However, for the most severely disabled, we would recommend automatic
reinstatement on the disability insurance rolls upon termination of employment
during the five years succeeding the initial trial work period, as is being proposed
for- medicaid reenlistment.

We believe that these provisions will go far to allay anxiety concerning failure at
a job and thereby remove a major disincentive to rehabilitation and gainful employ-
ment.

MEDICARE-RELATED DISINCENTIVES

We endorse the provision eliminating a second waiting period for reinstatement of
medicare benefits for workers who return to the disability insurance rolls. Also, we
believe that extending medicare coverage for an additional 24 months following the
12 months trial work period, as well as automatic reinstatement of medicare cover-
a e if employment is terminated during the five years after a worker leaves the
disility insurance rolls are all major improvements over existing law.

Of course, enactment of a comprehensive national health insurance program
would obviate the need for piecemeal health care programs with extensive variation
in entitlement criteria, administrative mechanisms and procedures, monitoring, and
attendant high indirect costs.

Pendin# enactment of such a program, we believe that it would be simpler and
more equitable to continue medicare coverage for workers who leave the disability
insurance rolls in the same way OASI beneficiaries aged 65 are entitled to medicare
coverage whether or not they work. Further, many disability insurance beneficiaries
who return to work will find adequate health insurance impsible to obtain or
available only at prohibitive rates solely because of their disabilities unless their
employers have true group health insurance coverage at uniform rates for all
employees, whether or not they have any disabilities or handicapping conditions.



120

DISABLED WIDOWS AND WIDOWERS

Probably the most seriously deprived group of beneficiaries under title II of the
Social Security Act are disabled widows, widowers, and surviving divorced wives.
Therefore, we welcome the proposals which would equalize trial work provisions
and medicare coverage for them in the same way as for disabled workers. We hope
that our additional recommendations for improvements in the trial work provisions
and medicare coverage will be made applicable to them as well.

We would like to urge favorable action on some additional improvements in the
provisions of title II applying to disabled widows, widowers, and surviving divorced
wives. First, we urge that the definition of disability for these individuals be made
identical to the definition of disability for disabled workers. At present, their eligi-
bility for cash benefits depends on their inability to engage in any gainful activity
rather than inability to engage in any substantial gainful activity.

Second, their entitlement to cash benefits depends on their attainment of age 50,
as was the case with the regular disability insurance program more than 20 years
ago. We urge elimination of the age 50 requirement altogether, or at the very least,
changing the requirement to attainment of age 40. The Age Discrimination Study of
the U.S. Commission on Civil Rights underscores the desirability of eliminating or
reducing the age requirement for cash benefits since essential rehabilitative and
social services are more readily available to younger persons.

WORK-RELATED EXPENSES

We endorse the proposal to exclude work-related expenses, including the cost of
attendant care, in determining the SGA amount. We recommend that the provisions
relating to work-related expenses as administered for blind SSI beneficiaries, plus
attendant care costs be applied to disability insurance beneficiaries. Obviously,
there is no incentive to work if the cost of obtaining earnings wipes out those
earnings.

OTHER ADMINISTRATION PROPOSALS

As the members of this Committee are aware, The Budget of the United States
Government for the fiscal year 1980 and the Budget Appendix contained a number
of legislative proposals affecting title II of the Social Security Act. Former HEW
Secretary Califano transmitted these proposals to the Congress on April 19, 1979,
accompanied by a draft bill entitled, "Social Security Amendments of 1979." Al-
though this bill has not yet been introduced, several of its provisions will adversely
affect disability insurance beneficiaries and their families. We therefore urge the
Committee not to act favorably on them when the bill is introduced.

These proposals include:
1. Elimination of the burial allowance under title II and its transfer to title XVI,

thereby making it subject to a means test.
2. Elimination of the minimum monthly benefit of $122, again a regressive step

away from social insurance to public assistance.
3. Elimination of inclusion in the family benefit of maintenance payments for a

dependent child of a widow, widower, retired worker, or disabled worker if the child
is over 16.

4. Elimination of inclusion in the family benefit of a maintenance payment for a
dependent child between the ages of 18 and 22 in a postsecondary education pro-
gram.

5. Reduction in or elimination of the drop-out years for deceased workers, thereby
reducing widows' and orphans' benefits.

CONCLUSION

The three national organization I am representing endorse enactment of the
provisions of S. 591 and H.R. 3464 to assure equity in the benefit structure for
individuals on the SSI disabled rolls. These bills would assure disabled SSI recipi-
ents parity with individuals on the SSI aged and blind rolls.

Our three organizations believe that H.R. 3236, the Disability Insurance Amend-
ments of 1979, contains recommendations which will improve the disability insur-
ance program under title II of the Social Security Act. We have made additional
recommendation which we believe will further improve these proposals and the
disability insurance program.

However, we oppose Sections 2 and 3 of the bill, which would cut benefits across-
the-board for prospective disability insurance beneficiaries and their families. In
particular, these sections would adversely affect younger workers, women, Vietnam
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era veterans, minorities, and dependent children-some of them disabled-of dis-
abled workers.

We urge the Committee to act favorably on our recommendations and take into
account in its deliberations the recommendations of the Advisory Council on Social
Security and other study groups authorized by the Social Security Amendments of
1977 (P.L. 95-216) and the Rehabilitation, Comprehensive Services, and Developmen-
tal Disabilities Amendments of 1978 (P.L. 95-602).

The disability insurance program is a major component of our social insurance
system. We sincerely hope that the Committee on Finance and the Congress will
seek to enahance rather than diminish its value to the American people.

TESTIMONY OF PANEL ON BLINDNESS AND DISABILITY-REPRESENTING: AMERICAN As-
SOCIATION OF WORKERS FOR THE BLIND; AMERICAN CONGRESS OF REHABILITATION
MEDICINE; AMERICAN FOUNDATION FOR THE BLIND; ASSOCIATION FOR RETARDED
CITIZENS; BLINDED VETERANS ASSOCIATION; EPILEPSY FOUNDATION OF AMERICA;
MENTAL HEALTH ASSOCIATION-NATIONAL; NATIONAL ASSOCIATION OF PRIVATE
RESIDENTIAL FACILITIES FOR THE MENTALLY RETARDED; NATIONAL ASSOCIATION OF
STATE MENTAL HEALTH PROGRAM DIREcrORS; NATIONAL ASSOCIATION OF STATE
MENTAL RETARDATION PROGRAM DIRECTORS; NATIONAL EASTER SEAL SOCIETY FOR
CRIPPLED CHILDREN AND ADULTS; NATIONAL REHABILITATION ASSOCIATION; NATION-
AL SOCIETY FOR AUTISTIC CHILDREN; AND UNITED CEREBRAL PALSY ASSOCIATION,
INC.

INTRODUCTION

Nineteen seventy-nine has been a difficult year for organizations representing the
interests of handicapped persons relative to federal income maintenance programs.
On the one hand, Congress is favorably considering a work incentive package for
the Supplemental Security Income (SSI) program which would eliminate longstand-
ing inequities for disabled recipients of SSI. At the same time -Congress also is
considering legislation relative to the Social Security Disability Insurance program
which would, among other things, reduce benefits for future disabled workers with
families and those who become disabled at an early age.

To provide a more flexible benefit package for the disabled under one disability
program while cutting benefits for severely disabled beneficiaries under another
program seems somewhat contradictory and has resulted in confusion on the part of
many legislators and the production of massive amounts of data by sources both
internal and external to the Congress. It is hoped that our testimony will help
clarify both the current situation and our position.

Summary A. Position on H.R. S464 and S. 591
The modifications being considered relative to the SSI program, H.R. 3464 and S.

591, have been debated, analyzed and costed for years. They are known entities with
strong support from disabled persons and their representative organizations. Provi-
sions contained in H.R. 3464 and S. 591, if enacted, would go a long way toward
establishing a positive, balanced package of benefits and work incentive for disabled
SSI beneficiaries. We urge early action on these bills.

Summary B. Position on H.R. 3286
There are certain provisions in H.R. 3236, the Disability Insurance Amendments

of 1979, which complement the SSI changes. However, other provisions are extreme-
ly controversial, and in our opinion, misdirected. These provisions are, be believe,
based on faulty assumptions and misleading or out-of-date information. Advocates
for the disabled are so strongly opposed to these provisions that we would rather see
the good provisions postponed another year than permit this bill to pass in anything
like its present form.

Specifically, we support Sections 5, 6, and 7 of H.R. 3236, dealing with work aids
and incentives for that minority of disability beneficiaries who could work while
remaining severely disabled and authorizing administrative changes in the state/
federal components of the system. We strongly oppose Sections 2 and 3 which would:
(1) curtail drop-out years for all young disabled workers; and (2) replace the present
cap on family benefits with a more restrictive one-one not tailored to the problem
it is supposed to address.

Because too little time remains now to sort out these problems, we urge the
Finance Committee to proceed promptly with mark-up of the SSI legislation but to
delay final consideration of the Disability Insurance legislation until the Social
Security Advisory Council publishes its final report next month (November, 1979).
This delay would give Committee members additional time to study the issues in the
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light of alternative proposals which are better tuned to the problems and to gather
more timely, relevant data on which to base their decisions.

In support of the need for detailed, reliable information on which to base deci-
sions about disability programs, the Office of Management and Budget's staffs
technical paper titled, "Disability," by Jonathan Sunshine, 1979, states that:

"There are widespread allegations that disability programs are frequently mis-
used, with persons who are not really disabled obtaining benefits from the program.
However, such allegations are rarely substantiated in detail.

"Publicity surrounding questionable situations is often to be found. However,
while this publicity provides suggestive information about where to look for prob-
lems, the mass media rarely provide the systematic, quantitative evidence that
would show that a system as a whole is malfunctioning, rather than there being a
scattered few individuals who misuse it. And one should not accept unsubstantiated
allegations of wholesale problems as evidence that they do, in fact, exist." (Italics
added.)

We believe this malaise to be part of the ambiance giving rise to the provisions
reducing benefits in the Disability Insurance bill and suggest that a more educated,
comprehensive look be taken at the entire Social Security insurance system prior to
enacting such provisions.

H.R. 3236 embodies changes in the benefit structure for the disabled which were
first proposed more than two years ago in an atmosphere of crisis, at a time when
the Disability Insurance Fund was believed to be heading toward imminent insol-
vency. This threat has proved to be transient. The 1977 amendments, together with
a moderation in the disability incidence rate, currently and as projected, have
sufficed to put the DI Fund in even better shape than the Old Age and Survivors
Insurance (OASI) fund. The attached chart (Chart I)-shows the latest projections of
the DI Trust Fund Ratio prepared by the chief actuary of the Social Security
Administration.

In its Committee Report on H.R. 3236, the House Ways and Means Committee
stated that the proposed limitations on benefits in H.R. 3236 are temporary and
transitional "in the sense that when the social security benefit structure and
formula are examined later in this Congress in a comprehensive way, other ap-
proaches might be found preferable . . ." It does not make sense to enact legislation
with such dire, far reaching consequences for disabled people and their families
under these conditions. We urge the Finance Committee to delay action on H.R.
3236.

DISABILITY INSURANCE AMENDMENTS-DETAILED ANALYSIS

We support Sections 5, 6 and 7 of H.R. 3236; these Sections would:
(a) Deduct extraordinary impairment-related work expenses, attendant care costs,

and the cost of medical devices and equipment from earnings for purposes of
determining- if a disabled person were engaging in substantial gainful activity
(SGA);

(b) Extend the present 9-month trial work period to 24 months. In the last 15
months of the 24-month period, the individual would not receive benefits if he
earned over the SGA amount, but would retain his eligibility for benefits if he finds
he must return to the disability rolls;

(c) Extend Medicare coverage for an additional 36 months to disabled beneficiaries
who return to substantial gainful work; and

(d) Eliminate the second 24-month Medicare waiting period where a person again
becomes disabled and entitled to benefits.

However, the value of these desirable provisions is more than offset by Sections 2
and 3 of the bill. These Sections would: 1. further limit the total family benefits for
future disabled workers; and 2. reduce the number of drop-out years for younger
disabled workers.

Together these two provisions would result in an average 15 percent cut in SSDI
benefits for future disabled recipients with dependants. Some individuals with de-
pendants would suffer much more than the "average" reduction. -We find this
situation intolerable, and feel these provisions are based on premature, faulty data.
It is gratifying to note that the Disability Insurance bill introduced by Senator
David F. Durenberger, S. 1643, omits these two benefit cutting provisions.

We are concerned because H.R. 3236 delivers a triple whammy to the innocent in
the name of restoring "equity" with retirees and "removing work disincentives" by
restricting benefit levels. Whammy number one was delivered in 1977, when the
indexing of monthly earnings reduced the discrepancy in the Primary Insurance
Amount (PIA) between retirees and younger beneficiaries who become entitled in
the same year. Indexing now favors those whose years of coverage go back to
previous decades. Whammy number two is the proposal to limit the drop-out years
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for younger workers, and whammy number three is the proposal to limit family
benefits for disabled workers more closely than for other beneficiaries, even though
it is disabled workers who are most likely to have dependant children. In our
opinion, one whammy is enough.

The lingering fear of a crisis in the Disability Insurance program has motivated
some members of Congress to maintain the momentum of a crisis which did not
materialize. A substantial amount of data is available which proves that there is
indeed no crisis. For instance, the 1979 OMB Technical paper, in summarizing its
data, states that, "it is reassuring to note that:

"Disability benefits have remained a remarkably constant 23-24 percent of total
-retirement, survivors, and disability payments since 1960, and are far below the 36
percent share they held in 1950."

Following a discussion of the factors which were responsible for the rapid growth
in the number of SSDI beneficiaries in the early 1970's, OMB staff further summa-
rize that: "disability programs may be somewhat repeating the AFDC welfare crisis
of the 1960's, with the dramatic increase in beneficiaries largely representing a
growing percentage of eligible persons claiming benefits. Rapid expansion may be
over. Claims rates in DI and civil service retirement, for example, are not longer
rising."

The "fear" of a crisis was partially based on the assumption that the Disability
Insurance trust fund is in jeopardy. It has been clearly documented that this is not
true and that the trust fund will be sound well into the next century. The Social
Security Advisory Council has gone so far as to recommend merging the old-age and
disability funds so that surpluses in the flush disability fund could be used to aid
the more needy old-age fund.

Another assumption underlying the two benefit cutting provisions of H.R. 3236
which is extremely disturbing to organizations representing handicapped persons is
that by cutting benefits, persons who are severely and totally disabled will somehow
return to work. The American Foundation for the Blind recently summarized evi-
dence from several Social Security administration studies of the DI population
which show that recovery rates show little variance with changes in earnings
replacement. For example, 8.2 percent of the workers with an earnings replacement
rate of 75 percent or more returned to work while 10.4 percent of those with less
than 75 percent replacement returned. A more detailed analysis is included in the
separate statement submitted for the record by the American Foundation for the
Blind. The study further shows that replacement rates have a secondary effect as
compared to age and category of disability. Thus young workers are highly motivat-
ed to work if they can. The crude formula contained in H.R. 3236 penalzes those
who cannot respond to its incentives as well as those who might. Many suffer for
the hypothetive motivation of the few.

Moreover, in any discussion regarding incentives to return to work, one must
realize that the SSDI definition of disability is the strictest employed by the Federal
Government. The DI program defines disability as the consequence of an impair-
ment so severe that a person is not only unable to do his previous work, but
considering his age, education, and work experience, is unable to engage in any kind
of substantial gainful activity which exists in the national economy. Other systems
such as the Federal civil service retirement system define disability as a physical or
mental condition which prevents an employee from performing any essential part of
the duties he is assigned or from functioning on the total job without hazard to
himself or others. There is no requirement that the claimant try other work or that
the employer try to redesign the job so it will be within the residual capacity of the
individual.

The Disability Insurance program also has the strictest earnings test. Earnings in
excess of $280 a month result in termination of benefits. Again, for the sake of
comparison, under the civil service disability retirement program a beneficiary's
earnings must exceed 80 percent of the current salary of the position from which
the individual retired for two consecutive calendar years. Other systems, such as
service-disabled veterans' compensation and firemen's retirement, have no earnings
test at all.

The strict definition of disability and the severity of the earnings test employed
bthe Disability Insurance proam mean that only severely disabled individuals
qualify for benefits. These are the people most likely to need some support for the
remainder of their lives. Motivation and the ability to return to work are the result
of many diverse factors impinging on the disabled individual's life such as age,
education, and family status. There is no guarantee, and in fact it seems ludicrous
to assume, that by cutting a disabled person's benefit and/or the benefits he re-
ceives for his family, he will jump up and go to work. This point was succinctly
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made by Representative James C. Corman in his floor remarks on September 6 to
Representative J. J. Pickle, sponsor of H.R. 3236, regarding the Disability Insurance
program. Mr. Corman stated:

"I am fascinated by the gentleman's concern that only 1.3 percent of these peo le
go back, because the law says they have to be totally and permanently disabled
before they go on.

"Does it shock the gentleman that we administer this program so tightly that
they really do have to be permanently and totally disabled before they go on, and, of
course, they do not go back?

"My point is that the gentleman is concerned about the fact that those going back
are such a small percentage, I say that that is proof that the program is being
administered very tightly in the first place."

Charts II and III make it clear that under present law no disabled individual
except those covered by minimum benefit guarantees will receive replacement in-
come in excess of the Average Indexed Monthly Earnings (AIME). It is important to
note that AIME is not the same as maximum earnings prior to onset of disability.
Under present law, no family with an income of over $3,600 a year will receive
excess replacement. Individuals with incomes below $2,400 and families with in-
comes below $3,600 account for half the beneficiaries with "High replacement" cited
by Secretary Califano. Both of these groups are on the face of it eligible for SSI and/
or Aid to Families with Dependent Children. Hence, further reducing their DI
benefits merely transfers costs from the trust fund to general federal and state
revenues. It does not in itself change the incentives.

The second group with "high replacement" are those with families having in-
comes from $3,600 to $9,000. None receive excess replacement. Many of these
families, if there is a working parent, will be eligible for the rebatable earned
income tax credit. Thus, a further reduction in benefits justified as a work incen-
tive, will have a tax cost. Those families in which the disabled member in fact
cannot return to work over the long haul will be significantly disadvantaged.

The House Ways and Means Committee's Subcommittee on Social Security, in its
September 24, 1979, report, "Options for Financing the Social Security Programs,"
stated that the actions taken by the House relative to H.R. 3236 were not intended
to be precedent in any way for the Old Age and Survivors Insurance program.
Following this, the report presented a table (see below) on potential replacement
rates under current law resulting from the payment of maximum family benefits to
families of workers having low, average or maximum covered earnings during their
lifetimes, and retiring in 1979, 1980 or 1983 with full benefits. The table also shows
the potential replacement rates resulting from the payment of maximum family
benefits to families of a disabled or deceased worker who became disabled or died at
age 35.

HYPOTHETICAL REPLACEMENT RATES FOR FAMILY WITH MAXIMUM BENEFITS IN 1970, 1980, AND
1983

[Benefits as a percent of final year's earnings)

Repla ent rates

1970 1980 1983

Maximum family benefit worker retiring at age 65:
W ith low earnings ................................................................................................. 69 99 83
W ith average earnings .............. ........................................................................... 6 1 89 76
W ith m axim um earnings ........................................................................................ 55 55 43

Maximum family benefit worker becoming disabled of who dies at age 35:
W ith low earnings .................... ........................................................................... 72 85 85
W ith average earnings 6........................................................................................... 67 79 79
W ith m axim um earnings ......................................................................................... 58 51 59

From the above, it is clear that survivors are somewhat better off than depend-
ents of disabled workers, given the same family size, since the same maximum
family benefit applies, but there is one less family member to utilize benefits when
the covered worker dies. If, as in H.R. 3236, benefits for the dependents of a disabled
worker are further curtailed, this discrepancy in benefits will become even greater.
The family benefits for retirees are generally higher than those for the disabled or
deceased; a gap which also will be widened should H.R. 3236 become law.
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Reducing the drop-out years for young disabled workers will reduce their PIA and
benefits in most instances. It will almost guarantee that except for those protected
by the minimum benefit, "replacement" defined in terms of peak earnings before
onset of disability will be low.

Limiting drop-out years is supposed to prevent the young worker who becomes
disabled from entering the system at a high benefit level as a result of a few
brilliant years prior to his catastrophe. As Chart II illustrates, no one can now
make an excess replacement at a prior monthly earnings level of more than $300.
The argument is that without limiting drop-out years, the young worker's PIA and
hence his benefit will exceed that of an older person retiring in the same year.
However, if PIA's are thus equalized at initial entitlement by reducing drop-out
years for young disabled people, the erosion of the young person's "equity" with
potential retirees in the same age cohort will accelerate to the disadvantage of both
the single disabled individual, as well as of the one with a family. This results from
his transfer from wage indexing to cost-of-living indexing.

The effect of using wage indexing before entitlement and price indexing after
entitlement must be examined more carefully. It's long range impact has not been
discussed. The average wages are expected to increase more rapidly than average
prices. As long as a person is working, even at the same job, his AIME is increasing.
As soon as he becomes entitled, his PIA is established, and he then receives benefits
which are subsequently indexed to prices. Although his benefits are increased with
inflation, there is a divergence between his benefits and those of another worker of
the same age in the same job who does not seek benefits until later. This divergence
may be from 1 percent to 3 percent per year. It will be even greater if the person
who stays in the work force actually receives promotional increases as well as
normal wage increases.

The "normal" retirees may be entitled for, say, five to twenty years. At age 80 he
may be receiving significantly less than the person just retiring from the same job.
However, this attrition is not as serious as it will be for the worker who became
entitled as a young person, say at age 35. By the time he is 65 he has suffered 30
years of attrition relative to members of his birth and wage cohort who were not
disabled.

This effect is most severe for survivors. Among the survivors most severely
affected are disabled children who never enter the work force and whose sole
entitlement (as adults) to Title II benefits derives from the work record of a disabled
parent. Thus, a reduction in the parent's PIA at early entitlement which is never
adjusted or recalculated has a cumulative effect on the child reaching far into the
future.

There are now some 30,000 adult disabled child beneficiaries who are entitled as
the children of disabled workers, and an undetermined number who are the survi-
vors of disabled workers. These adult disabled beneficiaries having been disabled
during their developmental years are among the most vulnerable and most severely
handicapped in the community of the disabled. In most cases they have complex
neurological or mental disorders.

Because the 1977 Amendments to the Social Security System have already ad-
dressed the problems which the proposed limitation on drop-out years is geared to
correct, and because of the devastating impact on workers and their survivors which
the limitation would impose, we urge the Committee members to eliminate this
provision from any Disability Insurance bill reported out of Committee.

SUPPLEMENTAL SECURITY INCOME

The organizations represented by this panel strongly endorse S. 591, Amendments
to Title XVI of the Social Security Act, which is sponsored by Senator Robert Dole,
and co-sponsored by four other members of the Senate Finance Committee. We
recognize that this bill has such strong bipartisan support because it is a well-
crafted piece of legislation which was hammered out by the Finance Committee
during the final months of the 95th Congress.

This panel's views on the provisions contained in S. 591, as well as H.R. 3464, are
described in September 26, 1978, testimony presented before the Finance Commit-
tee's Subcommittee on Public Assistance. Our views and their rationale have not
changed. Consequently, we urge the Committee to report S. 591 and suggest the
addition of the following provisions currently contained in H.R. 3464:

1. Section 6, termination of attrition of parent's income aiA resources when child
attains age 18

Under current law, if a disabled individual between the ages of 18 and 21 is
enrolled in an educational or training program, his parents' income is deemed to

54-198 0 - 79 - 9
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him, often making him ineligible for any SSI benefit. Individuals who are over 17
and not enrolled in such a program do not have their parents' income deemed. This
situation must be rectified so that blind and disabled individuals over 17 are not
penalized for participating in an educational or training program. We strongly urge
the Committee to include this provision in its SSI bill.
2. Section 8, exclusion of work-related expenses

We understand the reluctance expressed by the Committee during the 1978 de-
bate on SSI legislation to include an open-ended exclusion from countable income
for all work-related expenses which could be documented by the disabled individual.
However, we urge Committee members to adopt the more narrowly defined, con-
trolled exclusion alwed in Section 3 of H.R. 3464. This Section would provide for
the exclusion of earned income of a standard work-related expenses disregard of 20
percent of gross earnings.
3. Section 8, exclusion of certain costs of impairment-related expenses including

routine drugs or medical services which are necessary for the control of the
disabling condition

H.R. 3464 provides for exclusion from earned income of the cost to the individual"of attendant care services, medical devices, equipment, prostheses, and similar
items and services (not including routine drugs or routine medical services unless
such drugs or services are necessary for the control of the disabling condition)."
[Italics added.]

We urge the Finance Committee to adopt the above language from H.R. 3464 to
insure that an exclusion is allowed for the cost of any drugs or medical care
necessary to control the disabling condition and thereby allow the individual to
work. This specifically is needed to ensure that an allowance is made for those
drugs which might be considered by some to be "routine" but which are in fact
essential for the control of epilepsy.

We are particularly pleased with that portion of Section 3 of S. 591 which
provides for the extension of Medicaid and Title XX Social Services to those individ-
uals who continue to be medically disabled and meet all non-disability-related
requirements for SSI eligibility even though their earnings exceed SSI limitations.
Under current law, the simultaneous loss of SSI, Medicaid, and Social Services at
the point where an individual's earnings exceed the SGA level has proven to be a
major work disincentive. S. 591 virtually eliminates the major work disincentives
currently operating under the SSI program for disabled people.

We would like to focus the Committee's attention on one other bill, S. 603, which,
in conjunction with S. 591, would provide a smooth, continuous transition mecha-
nism for those disabled individuals leaving the SSI roles and continuing in the work
force who reside in a state which has medically needy spend down provisions.

While S. 603 provides for the extension of Medicaid benefits only in certain states,
it would allow individuals who become ineligible for Medicaid because of excessive
earnings and/or resources but who continue to be medically disabled to retain their
health coverage by contributing a portion of their income for such coverage.
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SOCIAL SECURITY ACT DISABILITY PROGRAM
AMENDMENTS

WEDNESDAY, OCTOBER 10, 1979

U.S. SENATE,
COMMITTEE ON FINANCE,

Washington, D.C.
The committee met at 2:45 p.m., pursuant to adjournment, in

room 2221, Dirksen Senate Office Building, Senator Russell Long
(chairman of the committee) presiding.

Present: Senators Long, Moynihan, Byrd, Dole, and Durenberger.
The CHAIRMAN. Today we have a very heavy schedule, and so we

will ask each witness to abbreviate his or her statement. We are
going to hear the first four witnesses for 5 minutes each, and there
will be additional time for members to interrogate them. Then we
will have a panel of Marc Fiedler, Greg Sanders, and Robert Gorski
for a total of 15 minutes, and then we will have Mr. Gary Lohn for
5 minutes.

First, we will call on Michael Romig, Director, Human Resources
and Employee Benefits, Chamber of Commerce of the United
States.

STATEMENT OF MICHAEL ROMIG, DIRECTOR, HUMAN RE.
SOURCES AND EMPLOYEE BENEFITS, CHAMBER OF COM-
MERCE OF THE UNITED STATES
Mr. RoMIG. Good afternoon, Senator Long, and Senator Duren-

berger.
my name is Michael Romig, and I am the Director of the Cham-

ber's Human Resources and Employee Benefits Section. With me
today is Carol Jackson, who is our Associate Director for Social
Security. Both Carol and I work with business and academic lead-
ers in the area of disability and benefits, and whatever knowledge
we bring to this committee is based on our work with these -people.

We are pleased to have this opportunity to share the views of the
business community on the disability insurance program of the
Social Security System. We will focus exclusively on H.R. 3236, a
bill we support. We believe passage of this legislation would signal
to the American public that Congress is able and willing to make
some of the tough decisions that lie ahead of it on social security.

These amendments in H.R. 3236 offer reform measures that
would reduce social security costs, alleviate many of the document-
ed problems in the program, and help to restore public confidence
in social security.

The bill would, among other things, extend the trial work period
from 9 to 24 months, removing one of the major return-to-work

(129)
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disincentives. It would extend medicare coverage for an additional
36 months for beneficiaries returning to work on a trial basis,
again another major work disincentive. It would limit total disabil-
ity family benefits to the smaller 80 percent of the worker's aver-
age monthly earnings, or 150 percent of the primary insurance
amount. Capping the family benefits in this manner will make
certain that disability benefits are not better than predisability
earnings. Or, to put it another way, this will assure that the state
of disability is not more attractive than being self-supporting and a
contributor to the economy.

The bill would also reduce the benefits disparity between older
and younger beneficiaries by scaling down the number of dropout
years according to the age of the disabled workers.

Finally the bill would implement a series of administrative
changes to allow for improved accountability and adjudication, a
change long overdue.

In our written statement we set forth much of the rationale for
our support for H.R. 3236. What I would do at this point is simply
highlight some of the problems that we have uncovered with the
program.

First of all, the growth of the system has far exceeded all expec-
tations, although in recent years the growth has slowed.

The beneficiary rehabilitation program has not been operating
effectively. From 1965 to 1975, the rate at which beneficiaries
recovered and returned to work declined from 3 percent to
1.5 percent, levels which in the private sector would be totally
unacceptable.

The program contains work disincentives rather than work in-
centives, For example, the benefits often equal or exceed predisabi-
lity earnings. Cash and medical benefits are terminated too quickly
when beneficiaries attempt to return to work.

The process for determining if an individual is disabled is too
confusing, and too cumbersome. There is a high reversal rate at
each stage of the process, and the Federal courts are clogged with
almost 18,000 disability cases.

We would offer only one improvement to the bill, H.R. 3236,
namely, we would suggest that this committee revise the present
combined disability insurance and workers' compensation offset
from its present maximum of 80 percent to 66.66 percent. This, in
our opinion, would be consistent with the thrust of H.R. 3236
toward creating greater return-to-work incentives.

To conclude, we recommend Finance Committee approval of H.R.
3236. This legislation stems from a long and careful study by the
Congress, and the Social Security Administration. Its purpose is to
provide better return-to-work incentives, and to improve account-
ability in the claims process. No current beneficiaries would have
their benefits reduced, although benefits would be reduced for some
future beneficiaries who would otherwise receive benefits that
might exceed their predisabiity income.

Passage of 3236 will reduce the cost of social security. These
savings, along with other options before this Congress, can help
create the opportunity for Congress to lower social security taxes.

It is not an easy balance to strike between lowering costs, provid-
ing adequate benefits, and strengthening benefits for rehabilita-
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tion. But H.R. 3236 does just that. Incentives are strengthened,
benefits are liberalized, and costs are lowered.

We urge your favorable action on this bill.
Thank you.
The CHAIRMAN. Senator Durenberger, do you have any ques..

tions?
Mr. DURENBERGER. No, Mr. Chairman, I have no questions.
Thank you.
The CHAIRMAN. Thank you for your statement.
[The prepared statement of Mr. Romig follows:]

STATEMENT ON THE DISABLrry INSURANCE AMENDMENTS OF 1979 (H.R. 3236)

My name is Michael J. Romig. I am Director of the Chamber's Economic Security,
Education and Manpower Section. With me today is Carol A. Jackson, Associate
Director for Social Security. Both Carol and I work with business and academic
leaders knowledgeable about employee benefits.

We are pleased to have this opportunity to share the views of the business
community on the disability insurance (DI) program of the social security system.
We will focus exclusively on the disability insurance program and the amendments
offered under H.R. 3236, a bill we support. By passage of this legislation, Congress
would signal the American public that it is able and willing to make the tough
decisions necessary for restoring public confidence in a Social Security program that
is fiscally sound. Disability insurance reform, as provided in H.R. 3236, is a modest
but necessary first step.

Social security disability insurance program
The social security disability insurance program was designed to alleviate finan-

cial hardship for workers and their families during times of income loss due to work
loss as a result of mental or physical impairments. Originally, the program was
expected to serve about one million workers by 1980, but has ballooned beyond all
expectations. There are many factors contributing to this result, but before we
discuss them, we would point out two key elements to keep in mind.

Definition of disability
First, we would like to restate for the record the definition of disability under

social security. Legislatively, the definition has been relatively unchanged since
1965 when the duration requirement was amended, and 1967 when the statutory
definition was expanded. That definition now reads:

An individual shall be determined to be under a disability only if his physical
or mental impairment or impairments are of such severity that he is not only
unable to do his previous work but cannot, considering his age, education, and
work experience, engage in any kind of substantial gainful work which exists in
the national economy, regardless of whether such work exists in the immediate
area in which he lives, or whether a specific job vacancy exists for him, or
whether he would be hired if he applied for work.

"Physical or mental impairment" is defined as an impairment that results from
anatomical, physiological or psychological abnormalities what are demonstrable by
medically acceptable clinical and laboratory diagnostic techniques.

We have no problems with these definitions, as they are structured to assure that
individuals are awarded benefits solely on the basis of sound medical findings. But,
somewhere down the line beneficiaries have been permitted to view their disability
on a "permanent" basis-equivalent to early retirement. To compound the problems
caused by prematurely viewing disability with permanence, the revision in the
disability definition in 1965, as previously mentioned, liberalized the law to the
point of making more people eligible for disability benefits in the last 13 years. The
1965 revision changed the requirement that the impairment be expected to last for
"a long, continued, indefinite period" to "at least 12 consecutive months." The basic
duration requirement of 12 months does not translate to "permanent." While we
are trying to make constructive revisions in the disability insurance program, we
must also revise our thinking and perception of disability. Education of the public is
essential regarding the nature and scope of social security disability insurance if
fundamental changes are to be made and the public's perception corrected.

To further compound matters for DI, many groups (not us) want to liberalize the
current definition. That is a step we strongly recommend against.
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Role of disability insurance
The second key element to keep in mind is the role of disability insurance. Just as

an individual's disability should not be prematurely judged as being "permanent,"
disability insurance should not be prematurely conceived as "permanent" income.
The appropriate role of disability insurance is to provide income for a disabled
person and his or her family until that individual is again self-supporting. Disability
insurance, like unemployment compensation, should be thought of and publicized as
being part of a system of temporary income maintenance. And of course, just as
there are exceptional segments among the unemployed for whom jobs programs are
targeted, there will be exceptional disability insurance beneficiaries who truly are"permanently" disabled. Yet even for them, DI is only temporary until they reach
retirement age, at which time social security provides the requisite income mainte-
nance. Thus, the essential point is that the problems discussed below are reflective
of the public misconceptions about the role of DI.

PROBLEMS

There are several aspects of the disability insurance program that could be
revised to make it less costly and more effective.

The DI program has grown rapidly, especially in the early 1970's.
Between 1970 and 1975, the number of disabled worker beneficiaries rose

from 1.5 to 2.5 million, an increase of about 11 percent per year. During that
same period DI cash benefit outlays almost tripled.

Today over 2.8 million disabled workers and 2.0 million dependents are draw-
ing benefits. Benefit payments will total about $14 billion in calendar year 1979.

This rapid growth has led to concern, in the Congress and elsewhere, that the cost
of the program may be too high and that steps should be taken to restrain its
growth. For example, last year, before enactment of the social security financing
bill, the disability insurance trust fund was projected to run out of money by the
end of 1978. (With the 1977 amendments, the trust fund is now projected to remain
solvent through the first two decades of the next century, even assuming some
growth in the program.)

Return-to-work disincentives
The present DI benefit structure has several work disincentives that should be

eliminated. One of the major problems in disability is the fact that benefit levels
may constitute a substantial work disincentive. The decoupling legislation still
creates a major problem. There is evidence that high replacement rates increase the
incidence rates for private group long-term disability insurance policies.

Private insurance plans with replacement rates in excess of 70 percent have
disability incidence rates two-thirds higher than the average, and plans with re-
placement rates below 50 percent have an incidence one-third below average. Be-
cause of this experience, private insurers generally attempt to limit disability bene-
fits to 50 or 60 percent of gross earnings. Yet, some beneficiaries still receive
excessive benefits. Six percent of 1977 awards actually increased the disabled per-
son's after-tax income. Almost one-fifth of awards produced earnings replacement
rates of more than 80 percent. Clearly benefit replacement at these levels is a
deterrent to rehabilitation.

The Social Security Subcommittee of the House Ways and Means Committee
explored alternatives in this area and suggested that Congress set a benefits limit.
The subcommittee recommended limiting family benefits to no more than 80 per-
cent of the worker's average indexed monthly wage or 150 percent of the primary
insurance benefit, whichever is lower. (Under current law, the maximum family
benefit is 150 percent for workers with the lowest average monthly wages increasing
gradually to 188 percent and then tapering off slightly to a level of 175 percent for
those at the highest levels.)

Disparities in benefits to older and younger workers
Another subcommittee suggestion with which we concur treats the disproportion-

ately high benefits that are being paid to younger disabled workers, compared to
older disabled and retired workers. Decoupling somewhat reduced this problem.
However, some disparity still exists because young workers are also allowed to drop
out 5 years of low earnings in the benefit calculation, permitting them to base
benefits on just a few years of high earnings. The Subcommittee suggests reducing
the number of drop-out years on the basis of age.
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Failure of rehabilitation effort
Over the years, Congress has enacted provisions to encourage rehabilitation, such

as a trial work period for the worker to try new skills, elimination of the waiting
period for recurring disability (to encourage short-term employment) and elimina-
tion of the waiting period for former childhood disability beneficiaries who again
become disabled.

The Social Security Amendments of 1965 provided that disability insurance trust
fund money could be used to reimburse the States for the cost of rehabilitation
services to disability beneficiaries. Under this provision, the total reimbursement
could not in any year-exce-d 1 percent of the amount of social security disability
benefits for the previous year. The Senate Finance Committee report on this legisla-
tion stated that only about 3,000 disability beneficiaries were "rehabilitated" in any
previous year, mainly because of the lack of state funds to match the available
Federal funds. In 1965, Congress was assured by the Department of Health, Educa-
tion, and Welfare that the money spent on rehabilitation services would actually
result in a savings to the disability trust fund as a result of the disabled benefici-
aries who would be returned to covered employment as a result of these services.
Given a similar assurance in 1972 by HEW that the trust fund was realizing savings
due to the money spent on vocational rehabilitation, Congress increased the authori-
zation for use of trust fund money to 1.25 percent for fiscal year 1973 and to 1.5
percent for fiscal year 1974 and subsequent years.

Although the amount of trust funds available for beneficiary rehabilitation has
increased from about $15 million in 1967 to almost $100 million in 1976, the bottom
line-terminations due to rehabilitation-has been disappointing. Cumulatively over
these 9 years, only 20,000 disabled workers who have been rehabilitated" have
been removed from the rolls. This was during a period when the number of disabled
workers on the rolls was increasing from 1.5 to 2.5 million., Thus only one-half of
one percent left the disability rolls as a result of rehabilitation. That is a dismal
record.

Of course, some of this can be attributed to factors such as a lack of employment
opportunities during economically depressed times. But, undoubtedly there are
other factors such as the rules on substantial gainful activity (SGA) which limit the
amount of earned income a disabled recipient may receive before being disqualified.
While we do not support an increase in the dollar limit, we believe that a liberal-
tion in the 9-month trial work period could prove to be a greater work incentive.
The House has approved a 24-month trial period. Perhaps a more modest extension
would work just as well, i.e., an 18-month trial period.

To run a more effective and efficient disability insurance program, work disincen-
tives must be removed and more emphasis placed on recovery and rehabilitation.

H.R. 3236
The Disability Insurance Amendments of 1979 (H.R. 3236) offer reform measures

that would reduce Social Security costs, alleviate the problems, and restore public
confidence. The bill would:

Extend the trial work period from 9 to 24 months, removing a return-to-work
disincentive. This would allow a disability beneficiary adequate time to find out
if he/she is able to return to the work force.

Extend medicare coverage for an additional 36 months for beneficiaries re-
turning to work on a trial basis, removing another disincentive. The extension
would eliminate the risk involved with this valuable benefit for beneficiaries
returning to work on a trial basis.

Limit total DI family benefits to the smaller of 80 percent of a worker's
average monthly earnings or 150 percent of the primary insurance amount.
"Capping" the family benefits in this manner will make certain that disability
benefits are not better than pre-disability earnings; or to put it another way,
this will assure that the state of disability is not more attractive than being
self-supporting and a contributor to the economy.

Reduce the benefits disparity betwen older and younger beneficiaries by
scaling the number drop-out years according to the age of the disabled worker,
eliminating a serious inequity, and finally

Implement a series of administrative changes to allow for improved account-
ability and adjudication, a change long overdue.

The Congressional Budget Office has estimated that H.R. 3236 will save the DI
trust funds $241 million in fiscal year 1981, $496 million in fiscal year 1982, $816
million in fiscal year 1983 and $1.1 billion in fiscal year 1984. These savings can

I Committee Print, Ways and Means Subcommittee on Social Security, May 17, 1976.
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help guarantee trust fund solvency during the decline in reserves over the next five
years.

H.R. 3236 passed the House on September 6 by a vote of 235 to 162. Members of
the House have clearly demonstrated their commitment to alleviating the pressing
financing problems of the Social Security system. The vote indicates that the major-
ity in the House are willing to face up to the tough decisions that have to be made.
We hope that the Senate will demonstrate an equal commitment.

CONCLUSION

We recommend Finance Committee approval of H.R. 3236. This legislation stems
from a long and careful study of the problem-plagued disability insurance program
by the House Ways and Means Committee and Social Security Administration. Its
purpose is to provide better return-to-work incentives and to improve accountability
in the claims process. No current beneficiaries would have their benefits reduced-
although benefits would be reduced for some future beneficiaries who would other-
wise receive benefits that might exceed their pre-disability income.

Passage of H.R. 3236 will reduce the cost of social security. These savings, along
with other options before the Congress, would help create the opportunity for
Congress to lower social security taxes for the first time in the 40-year history of the
program.

It is not easy to strike a balance between lowering costs, providing adequate
benefits and strengthening incentives for rehabilitation. H.R. 3236 however, does
just that. Incentives are strengthened, benefits are liberalized and costs are lowered.

We respectfuly recommend Finance Committee approval of this legislation.

The CHAIRMAN. We will now call Mr. Gerald S. Parker, vice
president, The Guardian Life Insurance Co., on behalf of Health
Insurance Association of America.

STATEMENT OF GERALD S. PARKER, VICE PRESIDENT, THE
GUARDIAN LIFE INSURANCE CO., ON BEHALF OF HEALTH
INSURANCE ASSOCIATION OF AMERICA
Mr. PARKER. Thank you, Senator.
I am also speaking on behalf of the American Council of Life

Insurance.
Mindful of your admonition to Commissioner Ross yesterday, I

will dispense with the politeness, and dispense with telling you
what you already know, and get right to the point. [Laughter.]

We support this bill, H.R. 3236. It does not do everything that we
would like it to do, but it is a giant step in the right direction.

I am going to refer to a couple of the exhibits that I put with my
full testimony, and I am going to concentrate on arguments that
the opponents of this bill raise.

The first question is, does the replacement ratio, the ratio of
benefits to previous earnings, actually affect claim costs?

Our exhibit 2 is our basic proof that it does. Fundamentally,
what that exhibit shows you is that as long as the replacement
ratio, and this one happens to be gross earnings, does not exceed
about 60 percent of previous earnings, then the claim costs are in
line. This shows you the ratio of actual to expected claims, and
expected claims means what we, in the insurance business, expect
to pay for the premiums we get. But when the ratio of benefits to
earnings get up above 70 percent, the planning ratio doubles from
100-odd percent to 119 percent. Yes; the replacement ratio does
make a difference.

The second point is whether or not disabled people actually do
recover or can recover. Yes; some of them can if they are
motivated.



135

You will hear many emotional assertions, and probably have
already heard some, that the disabled are too crippled, too sick, too
old, too poor to return to work. Most of them are, but we are not
talking about rehabilitating 50 percent, or even 10 percent. What
we hope to do, and what we think this bill might do, is to raise the
recovery rate from around 1.5 percent to about 3.5 percent.

When you think that one disabled person of 45 years of age could
get benefits of as much as $240,000, say, even without any index-
ing, 1.5 percent makes a difference.

We are not really talking about the crippled and the paralyzed,
the people who have multiple sclerosis and congestive heart fail-
yore, although it was observed on the floor of the House that we
had a President of the United States for 13 years who could have
qualified for disability benefits under social security. But there are
things like angina, chest pains. The best doctor with the best
electrocardiogram cannot really tell whether that patient has it or
does not have it.

The CHAIRMAN. Let me interrupt you for just a second. Did you
say that we had a President who could or could not have qualified
for total disability benefits under social security?

Mr. PARKER. Who could have qualified, had it been in effect at
that time, and so forth.

So, the chest pain may or may not be real.
The CHAIRMAN. We were just speculating on what President that

was, and Senator Durenberger said, "Can you think of anybody
else who was President for 13 years?" [Laughter.]

I think that he has got the man.
There is pattern of low back pain. No doctor can say that a man

either does or does not have low back pain, if a person says that he
has it.

There are emotional disorders, the nervous breakdown which can
cause a lot of disability, but seems to mysteriously disappear when
the benefits stop, or a good job is offered.

We have had a lot of experience with people that had neck
injuries in rear endings in automobile accidents over a good many
years, and we have observed that the disability has a curious
tendency to end when the liability case is settled.

Yes, sir, there is subjective disability and a lot of it. The New
York Times on September 22 said that 30,000 inmates in Federal
prisons are receiving disability benefits under social security.

The most controversial feature of this bill is the 80/150 cap. I
will try to illustrate just what it does at various levels, and I have
drawn what I think is a little simpler exhibit, which is my exhibit
1. That exhibit shows you in somewhat simplified terms what
really happens.

Column 1 shows you the gross earnings in ranges from about
$5,000 to about $75,000 a year.

Column 2 is net after tax earnings, that is after Federal, State,
and local income taxes and social security taxes.

Column 3 is the average indexed monthly earnings under the
current law annualized, so that you can compare it on an annual
basis.

The top half of the sheet is to age 30, and the bottom half is for
age 37.
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The first point, the notion that long periods of low earnings are
penalized, or would be penalized under the proposed law, does not
hold up. The average indexed monthly earning exceeds net after
tax income up to a gross of about $18,000. The indexing of past
earnings is designed to prevent this kind of thing, and it works.

The fourth column shows the maximum family benefit, and the
replacement ratio under current law. The point is this-the net
replacement ratio of maximum family benefits exceeds 90 percent
at age 30, up to about an $11,000 gross income, and 88 percent of
about $11,000 at age 37, and it exceeds 80 percent to about the
$15,000 level. That is just too much.

Seventy-five percent of net at the $18,000 level is equal to about
60 percent of gross, and that is about the maximum that we find as
a break-even point in the insurance that we write.

The third point, under present law the 47-year-old gets as much
as 7 percent lower replacement ratio than the 30-year-old, and at
most incomes it is 3 to 4 percent lower under present law.

The first column shows you what these replacement ratios would
be under H.R. 3236.

The fourth point is, except at the very lowest level, the replace-
ment ratio is not more than 75 percent, and it grades down evenly
as the earnings rise, which is what we think social security ought
to do.

The fifth point is that the 47-year-old claimant never gets more
than 3 percent less than the 30-year-old and in most cases the
differential is only 1 or 2 percent, and we think that this is more
fair than the present law.

The sixth column is there because this is what the administra-
tion originally proposed, a straight 80 percent of average indexed
monthly earnings, and some people are still suggesting that this
would be a good approach.

The point here is that if you look at the replacement ratio, you
will see that it rises from the lowest earnings level and hits its
maximum at about the level of the maximum taxable wage base.
We think that it is unfair, and it is inconsistent with the social
purposes of social security. You should not have the replacement
ratio rise as people earn more money.

The CHAIRMAN. I am sorry, sir, but your time has expired. I
guess we can allow you 30 more seconds, if you want to take 30
seconds.

Mr. PARKER. This is about what I have got it timed for.
I just want to refer you quickly to exhibit 6, which is a list of the

recovery rates under social security from 1960 until 1977. You will
see that at the early years, just a couple of years after people first
qualified below age 50, when there is a decent possibility of recov-
ery, it wort from 1.5 percent up to about 3 percent in 1968. After
1968, it deteriorated, and it got down to 1.5. We believe that this
legislation could get it back up to the 2.5 to 3 percent level.

I hope that you will be apprised of our other points in our
testimony.

Thank you very much, sir.
The CHAIRMAN. Thank you very much for your statement, and to

do it justice, I will have to give it much more study. I assure you I
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will before we vote on this. I will direct it to the attention of the
other Senators, too.

Any questions?
Senator DURENBERGER. No questions.
[The prepared statement of Mr. Parker follows:]

STATEMENT OF THE HEALTH INSURANCE ASSOCIATION OF AMERICA AND AMERICAN
COUNCIL OF LIFE INSURANCE ON H.R. 3236 SOCIAL SECURITY DISABILITY LEGIsLA-
TION, PRESENTED BY GERALD S. PARKER

Mr. Chairman and Members of the Committee, my name is Gerald S. Parker and
I am a Vice President of The Guardian Life Insurance Company of America. I am
appearing here today on behalf of the Health Insurance Association of America and
the American Council of Life Insurance. Our member companies in these associ-
ations write 93 percent of the private health insurance business written by insur-
ance companies in the United States and have 94 percent of the life insurance in
force in the United States.

We appreciate the opportunity to appear before your Committee. Our companies
have been writing disability income insurance for many, many years, and we
believe our experience in this highly technical field can help you in your evaluation
of the legislation that has been passed by the House and sent to you.

We support H.R. 32J6
We support H.R. 3236. While it does not accomplish everything we should like to

see changed in the Social Security disability program, it is a giant step in the right
direction. As you know, the Social Security Subcommittee of the House Ways and
Means Committee has been giving thorough and thoughtful study to the problems
arising from the disability portion of the Social Security Act since 1976. We think it
is safe to say that no other public body has yet given this subject the same degree of
thoughtful and objective consideration. The unanimous support of this legislation by
the Social Security Subcommittee and by the full parent House Ways and Means
Committee attests to the quality of the work done in developing the legislation and
to the non-partisan approach that was taken.

Outline of the bill
This bill has been thoroughly explained in the material considered by the House

and available to you, and it would be pointless for me to take your time with
another detailed description. It would encourage rehabilitation of disabled people in
a number of ways. It reduces the incentives contained in present law for disabled
persons to remain disabled by improving the administration of claims and the
uniformity with which they are handled. It reduces the disincentive to recovery by
liberalizing the trail work provisions and the Medicare eligibility provisions, par-
ticularly those that allow quick requalification for Medicare if a return to work is
unsuccessful.

But instead of repeatin what has already been said about the reasons why this is
good legislation, I should like to comment on the objections that have been raised to
it and to discuss the validity or lack of validity of those objections.
Limitation on the maximum family benefits

The portion of this legislation that has drawn the most severe attack by critics is
the provision that maximum family benefits will be limited to 80 percent of average
indexed monthly earnings (AIME) or 150 percent of primary insurance amount
(PIA), which ever is less. The objections raised are along the lines that this provision
will chiefly impact the poor, that it will have a disproportionate effect on blacks and
other minorities, that it will unfairly affect young workers with low earnings, that

- forcing people with low earning records to seek Supplemental Security Income (SSI),
Aid for Dependent Children (ADO), or other welfare type help is demeaning to the
poor, that is chiefly affects young, severely disabled persons with dependents, and
that they are the ones who can least affort it.

This sort of assertion has great emotional appeal and is difficult to answer for
that reason. But it needs to be examined to see if it is really valid. In our opinion it
is not valid.

Exhibit I attached to this testimony shows you the actual replacement ratios for
disabled persons entitled to the maximum family benefits. The exhibit is for disabil-
ity occurring in 1980. It is based on earnings ranging from $5,000 per year to
$75,000 per year in 1978, indexed through 1979. It assumes that 1979 earnings are
7.86 percent greater than 1978 earnings.
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The first column shows 1979 gross annual earnings, the second column shows the
net after tax annual earnings. Column 3 gives you the assumed AIME's (with one
dropout year in the case of a 30 year old and five dropout years in the case of a 47
year old). These are annualized for easy comparison with the first two columns.

The fourth, fifth and sixth columns show the replacement ratios developed by
three sets of assumptions. By replacement ratio, we mean maximum family benefit
divided by 1979 net after tax earnings Column 4 gives you the replacement ratios
provided by current law. At age 30, we now replace 90 percent or more of net after
tax earning for all incomes of $10,000 per year or less. The replacement ratio
exceeds 80 percent for all incomes of $14,000 per year or less. At age 47, the ratios
are sometimes as much as 7 percent lower.

Column 5 illustrates the change that would be effected by H.R. 3236. The maxi-
mum family benefit is determined by the 80 percent of AIME rule for 1979 annual
earnings of $5,393 and $6,472. Because AIME slightly exceeds net after tax earnings
in these income brackets, the percent of AIME is also 80 percent of net after tax
earnings. Above $6,000 earnings, the 150 percent of PJA rule applies, and the
replacement ratio grades down gradually until it hits 70 percent for the 30 year old
at the $15,000 per year level and 18 percent for the tiny group that earns about
$80,000 per year. And the 47 year old's replacement ratio is always within 3 percent
of the 30 year old's-usually within 1 percent or 2 percent.

Exhibit II attached to this testimony is drawn from group long term disability
insurance experience of insurance companies. It demonstrates that claim costs
increase dramatically when replacement ratios exceed 70 percent of gross earnings,
and are unsatisfactory when replacement ratios exceed 60 percent of gross earnings.
The exhibit shows the ratio of actual claims to expected claims with various replace-
ment ratios. Expected claims is the level of claim costs that is assumed in determing
premiums, so a ratio of 100 percent would be what a company would expect to
achieve when it sets rates.

Note that the large exposures show claims at 87 percent of expected when the
replacement ratio was 50 percent, 93 percent of expected when the replacement
ratio was 50 percent to 60 percent, 106 percent when the replacement ratio was
between 60 percent and 70 percent, and a jump in the ratio of actual to expected
claims to 219 percent-more than double what the premium allowed-when the
replacement ratio exceeded 70 percent of gross earnings. A glance at the gross
earnings and net earnings columns in Exhibit I makes it clear that net earnings are
very little less than gross earnings at the lowest levels. At $12,943 per year in 1979
earnings, the 71 percent of net earnings that would be provided under H.R. 3236
amounts to 60 percent of gross earnings, which is just about the maximum percent-
age of gross that we in the insurance business think can be insured at the modest'
income level without incurring excessive losses.

Some opponents of the bill have suggested that they could accept the original
Administration proposal, which was a straight 80 percent of AIME cap without the
reduction to 150 percent of primary insurance amount. Column 6 illustrates the
effect of this scheme. We think that you will agree that it does not accomplish the
proper social purpose. It starts at the same int as H.R. 3236 with 80 percent
replacement ratio for the lowest income people, but the replacement ratio climbs
constantly until it reaches 91 percent for those who earn $18,000 in 1979. After that,
it gradually declines for those who are over the maximum taxable wage base. This
formula will always reach the maximum replacement ratio at the level of the
maximum taxable wage base. We think that you will agree that this approach
would really be unfair to the lowest income people. It would also produce a powerful
disincentive to recovery among people able to earn $10,000 to $20,000 a year-
especially the many in those brackets with private disability insurance.

But what of the assertion that the proposal of H.R. 3236 will reduce the already
small incomes of the very lowest people on the economic scale and will hit them the
hardest? We do not believe that a disabled beneficiary and his two or more depend-
ents can exist on the $375 per month that produces under present law a 90 percent
replacement at the $5,000 annual earning level, or the $456 per month that pro-
duces a 90 percent replacement ratio at the $6,000 per year earnings level. In act,
we don't really think that those families could have survived before the disability on
monthly earnings of $400 or $500 after taxes. They are at or below the poverty line.

We believe that such families are usually getting some public assistance, even
without disability. We believe that such public assistance should be continued. The
effect of this legislation is not to deprive such families of benefits they would
otherwise have; rather, it is simply to shift some of the burden from the Social
Security system to Supplemental Security Income and Aid To Dependent Children.
Thus, it will have the effect of shifting some of the cost from the Social Security tax
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to the general revenues without compromising the essential integrity of the payroll
tax financing of Social Security.

The overall financial effect of H.R. 3236 when fully effective is a reduction in the
cost of the disability program of approximately one-quarter of I percent of taxable
payroll.

Exhibits III and IV to our testimony contain the full back up figures to the
replacement ratios shown in Exhibit I including the basis for deductions, federal
income tax, FICA tax, state and local taxes, AIME, and PIA figures.

Effect of reducing replacement ratios
Another assertion often made about the cap on family benefits is that reducing

replacement ratios will not really have any effect on the benefit costs, because the
people who are the beneficiaries are so severely disabled that most of them could
never work again anyway.

It is asserted that the bill is based on a wrong premise to the effect that any
disabled person can be rehabilitated to earn at least the substantial gainful activity
limit, now $280 per month.

The assertion that most of the Social Security disability beneficiaries are in the
older age groups, are severely disabled, and have low skills, and are not likely to
resume gainful activity is, of course, correct. In fact, the percentage who can never
be expected to resume gainful activity is undoubtedly much more than 90 percent.
But as we have learned in the private disability income business, a very small
percentage of disabled persons, even one or two percent, who can be motivated to
recover to gainful activity instead of remaining disabled will have a very enormous
effect on the benefit cost of our policies. The younger the disabled person is who can
recover, the greater will be the effect.

People who assert that most of the beneficiaries are too disabled to recover to do
gainful work are thinking in terms of those with severe heart conditions that
cannot tolerate any activity, multiple sclerosis victims, stroke victims, people so
crippled with arthritis that they are nearly helpless. And about such persons, of
course they are right. Although, as was pointed out in the House, we had a
President of the United States for 13 years who could have qualified for Social
Security disability benefits under the medical listings.

But those who are not familiar with the administration of disability claims do not
realize what a high percentage of disabilities can be subjective in nature. It is, in
fact, virtualy impossible for a physician with all the best electro-cardiographic
information available to tell whether a person has or has not anginal chest pains.
No physician can with certainty determine that a person does or does not have back
pain.Then there are the disabilities that arise from emotional problems. Some people
are just emotionally unable to put in a full day's work, particularly at a job they
don't like, when disability benefits are available. These kinds of disabilities are, as

ou might imagine, among those most affected by the unemployment rate, On
ptember 22nd, a New York Times article reported that 30,000 inmates in state

and Federal prisons are receiving Social Security disability benefits.
Exhibit V illustrates the difference by cause of disability between the experience

under our Social Security law and the Social Security disability benefits in the
Netherlands, where the replacement ratios are even higher than ours. You will see
that the subjective kinds of disability are on even higher percentage in the Nether-
lands than they are in this country, and that in both countries they are increasing
as a percentage of the causes of loss. You will also ase the dramatic effect of high
replacement ratios.

Those who assert that replacement ratio does not affect claim costs are telling you
what they believe because they would like it to be the case. The facts are that the
replacement ratios do very dramatically affect the claim costs. Private actuaries and
Social Security Administration actuaries are agreed on this.

Mr. Panetta of California, speaking on the floor of the House in the debate on this
measure, pointed out that the average replacement ratio of previous wages had
increased by 50 percent between 1967 and 1976. And over the same period, the
recovery rate decreased by 50 percent. The drop in the recovery rate was particular-
ly apparent after the passage of the 1972 amendments which resulted in the double
indexing and grossly excessive replacement rates that were corrected in large part
by the 1977 amendments.

Exhibit VI is taken from table 1 on page 5 of the Social Security Bulletin for
April 1979. It illustrates the change in recovery rates, from 1960 through 1977. Prior
to 1960, no one qualified for disability benefits until age 50; consequently, very few
were ever able to recover. The age 50 limitation was removed in 1960, and as more
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younger beneficiaries came on the rolls the recovery rate climbed rapidly through
1967, then pretty much stablized through 1971.

The table clearly shows how the combination of the 1972 amendments, the less
intensive follow up of claim determinations by the Social Security Administration at
that time, and the recession of 1974 and 1975 combined to cut the recovery rate
nearly in half. The table also shows the beginning of the sharp reversal of that
unfortunate trend that has occurred since 1976. We are told that the recovery rate
continued to improve in 1978, and we believe that it will have continued to improve
in 1979.

The recession we appear to be entering will definitely impact recovery rates
adversely if it results in material unemployment. But we are convinced that the
enactment of H.R. 3236 will help decisively in getting the recovery rates back to the
area of 25-30 recoveries per thousand per year that was achieved in the late 1960's,
and perhaps higher.

Exhibit II is our basic illustration of the effect of replacement ratio on claim costs.
We believe that it is in the best interest of a disabled person to encourage him to

resume active, gainful employment. Usually, his life will be lengthened, his income
will be improved, and his sense of personal worth will be far better. A reasonable
cap on the replacement ratio will help achieve this, and we believe it is a most
desirable feature of this legislation;

Reduction in the number of dropout years
Some critics have suggested that the number of dropout years ought not to be

reduced for the younger beneficiaries, because younger disabled persons are entitled
to larger disability benefits than older ones since they will not have the opportunity
to increase their earnings as time goes on. We think older beneficiaries who have
contributed for many years to provide benefits for their juniors should not then be
given sharply lower benefits when it becomes their turn to suffer misfortune.

A brief look at Exhibit I and a comparison of the replacement ratios clearly shows
you that the young beneficiary would still be favored over the older beneficiary,
although less so. Furthermore, his benefits remain indexed. They will be increased
to keep up with the CPI as long as he remains disabled.

Furthermore, the future rate of increase of wage rates may or may not exceed the
rate of increase in the cost of living. If inflation continues at present levels, we shall
all have to accept lower living standards. If that happens, the incomes of people
receiving benefits will climb faster than wages, not slower. And if wages do increase
faster than living costs, the difference will be small.

Will cutting benefits actually reduce the number of people who become disabled or
will it just place more financial burdens on them

We believe that a cap on replacement ratios will reduce the number of people who
qualify for benefits to some extent, but the important thing it will do is to encour-
age many more who do become disabled and do qualify for benefits to recover and
resume active work. This is particularly likely in the light of the amendments that
deal with the availability of Medicare. The loss of Medicare on recovery and the
requirement of waiting an additional two- years of disability for requalifying is a
powerful disincentive to any attempt at rehabilitation under present law. With the
passage of this bill, a person who makes an unsuccessful attempt, or a temporary
successful attempt, to be a productive worker, but then relapses to disability will
immediately requalify for Medicare. The importance of this amendment cannot be
overstated.

Claim administration
The portions of the bill that deal with claim administration will tend to increase

the proportion of claims that are approved at the initial stage and decrease the
proportion that must go to appeal. We believe that the improved uniformity of
administration that would be possible with implementation with this legislation is
very desirable. The administration of claims in the various states varies so widely
today that it is inherently unfair to many, many claimants.

It is asserted that the Social Security Trust Fund is not in a financial bind now, so
there is no need to reduce benefits

Taxpayers are in a financial bind, however, and there is considerable pressure to
reduce taxes. If no Social Security benefit can ever be cut, the implications for the
economy and the public good when the number of beneficiaries reaches one half the
number of contributing workers are dreadful to contemplate.

It is true that the Social Security disability claim rate has improved substantially
since 1976. We suggest that this has taken place because we have been in a period
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of essentially full employment of employable people. The proportion of the popula-
tion employed has never been higher. The unfortunate unemployment we have
suffered has been mainly among those who are unemployable or virtually unem-
ployable because of educational and other deficiencies. We fear that the Social
Security disability costs will rise again precipitously if the current recession results
in the kind of unemployment level we experienced in the 1974-1975 recession.
Disability benefits are cyclical and do vary very radically with the level of unem-
ployment.

Furthermore, as Mr. Pickle pointed out during the debate on the floor of the
house, one reason the Disability Fund is in much better shape today in that
Congress transferred some nine billion dollars from other trust funds to the Disabil-
ity Trust Fund over the last three years. Had this not been the case, the picture
would be much less favorable today.

Are average indexed monthly earnings fair? They include the effect of low wages
many years ago

A review of Exhibits II and III will show you that average indexed monthly
earnings actually exceed net after tax 1979 monthly earnings up to the level of the
maximum taxable wage base. Indexing past wages protects beneficiaries very effec-
tively from the drag of low wage rates in years past. And it protects those at the
lower half of the earnings scale particularly well.

It is sometimes asserted that disabled people need more income then they did before
they became disabled in order to maintain their living standards

While disabled people may not be able to paint their houses, cut grass, etc.,
neither do they have to buy uniforms, pay the cost of getting to work, own second
cars, etc.. Actually a disabled person usually has somewhat reduced living expenses.
In these days of high energy cost, the cost of transportation to work can be as much
as 10 percent or 15 percent of gross earnings.

SPECIAL GRoups

There are assertions that this legislation would adversely affect certain special
interest groups. For example, public employees have opposed the legislation on the
grounds that it could possibly federalize state and municipal employees. There is
nothing in the bill that would do that.

It is asserted that the bill would be particularly harsh on people with multiple
sclerosis as it would not encourage them to take on any part time work or sheltered
work without losing their benefits. We believe the bill could encourage these people
to work for a while, but we agree that it doesn't go far enough. HIAA recommenda-
tions to the House Social Security Subcommittee included a proposal for greater
benefits based on partial degrees of disability during rehabilitation efforts. We
should like to see this included in future legislation, but we support this bill as a
necessary and desirable first step now.

It is asserted that young farmers are in an extra hazardous occupation and would
be condemned to poverty by lower disability benefits. We suggest that young dis-
abled farmers are exactly the kind of people who can be helped to again become
productive by this bill. Rehabilitation efforts to fit them for work other than
farming could make a particularly high portion of young disabled farmers produc-
tive administrative workers. The fact that a man can't drive a tractor, clean cattle
stalls, or handle a belligerent bull does not mean that he cannot be an effective and
well paid office worker.

It has been asserted that this bill would produce lower benefit levels after age 65.
As we read the bill, it does not affect retirement benefits payable at age 65 or later.

It is asserted that the bill would alarm current contributors and beneficiaries
with fears that their benefits may be cut in the future. We believe that the people
who are most alarmed at present are the taxpayers who are apprehensive about the
levels to which their taxes will rise if their Social Security benefits are not re-
strained. This bill does transfer a small portion of the cost of meeting the needs of
lowest income people to the general revenues by shifting some costs to SSI and
AFDC.

It has been pointed out that the legislation would result in a higher maximum
family benefit for the survivors of a dead worker than for a disabled worker and his
family. In some cases, this could be true. But it is not altogether unjust. Often, a
disabled person can act as a babysitter and look after the safety of children while
the spouse is able to work. And in fact, in most cases where a disabled parent is
drawing Social Security disability benefits and the spouse is working, the net family

c4-198 0 - 79 - 10
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after-tax income is greater than it was before the disability started, because Social
Security is income tax free, and the working spouse's tax bracket is reduced.

We should like to endorse the remarks of the floor of the House in support of this
bill. In particular, the remarks of the sponsor, Congressman Pickle, are most appro-
priate. But we will spare you the repetition and ask that you give your attention to
his remarks and that of other sponsors as reported on the floor of the House in the
Congressional Record for September 6, 1979.

SGA levels
I should like to turn very briefly to H.R. 3464, the bill that raises the SGA levels

for SSI. This bill is similar to H.R. 12972 of the last Congress about which I testified
before Senator Moynihan's subcommittee on Public Assistance a little over a year
ago.

As I hope I have made clear in the past few minutes, we are very much in favor
of legislation designed to motivate people to be productive and produce earnings by
their own efforts, and we recognize that this is the major purpose of H.R. 3464.
However, we do share all the concerns that were expressed by Congressman Pickle
in his discussion of the legislation on the floor of the House as reported in the
Congressional Record for June 6, 1979. We are afraid that some of the features of
this legislation that are designed to motivate people to work may actually motivate
some not to work. For example, many people are working in spite of being disabled
according to the medical listings. They do so in part because they aren't sure that
they will be considered disabled and thus eligible for Social Security and are
unwilling to stop working and lose their income for six or seven months while the
matter is being determined. But suppose such a person is earning an amount that is
a little above the SSI "break even point" and decides to reduce his earnings by $100
per month in order to become eligible for $100 a month of SSI benefits. Since the
applicable definition of disability is the same, qualification for the $100 per month
of SSI benefits would assure him that he would also qualify for Social Security
benefits. Then he could reduce his earnings drastically below the SGA level or even
discontinue work entirely, qualify for Social Security benefits, and also receive
enough SSI to bring his income back to about the level he enjoyed before discontinu-
in his efforts, and most of it tax free.

ff this scenario were to be translated into reality in the case of a fair number of
people, the financial impact would reach far beyond SSI and could impact Social
Security Disability benefits very heavily.

While there are many parts of this legislation that we would favor, we do urge
caution and suggest that more study of it should be given. Like Mr. Pickle, we
seriously doubt that this country is really prepared to pay SSI benefits intended for
the totally disabled persons who can earn $686 a month, especially when Social
Security disability benefit recipients are limited to $280 a month.

We thank you very much for your attention. We will be happy to answer any
questions you may have.



ERIBIT 1

SOCIAL SECURITY NET EARNINGS - REPLACEMENT RATIOS PRODUCED BY VARIOUS FORMULAE - APPLIED TO AIng AND VIA
DISABILITY IN 1980 AT ACE 30

ASSUMED AIME MAXIMUM FAMILY BENEFIT RSPLACMENT
1979 1979 AWNUALIZZD RATIO Or NET, AFTER TAX SARNINGB

GROSS EARNINGS NET EARNINGS I DROPOUT YEAR CURRENT ADMIN PROPOSAL
LAW KR. 3216 (80 Or AIMS ONLY)

II) (2) )44 (5) 11)
$ 5.393 5 5.022 S 5,052 909 0go%
6,472 6,017 6.040 90 60% R00
7.5so 6.964 7,06g 9o 76% sit
1.629 7,$i5 6.060 921 761 5)5

10.716 9,436 10.104 905 73% $17
12,943 10.9t9 12,132 355 711 *at
15.t00 12,53 1l,146 125 701 90%
16.336 14,767 16,896 755 63% 915
21,572 17.262 17,954 671 551 625
26.965 21,21 17,856 556 451 676
32.350 25.034 17.51 46 36i 576
37.751 20,783 17.156 40% 33% 50
53.930 36.957 17.56 "306 2s5 37t
80,695 54.023 17.659 21 lot 265

DISABILITY IN 0960 AT AGE 47

MAXIMUM FAMILY BENEFIT REPLACEMENT
1979 1979 ASSUMED RATIO OF NET, AFTrR TAX EARNINGS

GROSS EARNINGS NET EARNINGS AIMS CURRENT ADIIN PROPOSAL
(Annualisld) TAN MR 3236 (.05 of.AIMRE

$ 5.393 5 5.032 $ 5.011 66% 0o 0o
6,472 6,017 6,024 l1s g0 got
7,550 6.914 7,020 $1 775 g0
0.629 7.16 8,026 90t 755 026
10,76 9.436 10.032 O9 - 725 655
12,943 10.996 12.041 541 71% as%
15.100 12.S43 13,512 79% 691 Its
11.336 14.787 14.611 705 905 791
21,572 17.262 14,16 601 521 691
20.965 21,216 14.900 496 421 576
32,356 25,034 14,90 425 395 095
37.751 26,763 14,966 361 310 425
53.930 32,957 14,966 271 235 315
60,095 54.023 14.936 I9 175 221
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EXHIBIT II.-GROUP LONG-TERM DISABILITY INSURANCE
[6-ilnorih elim ton period; calendar yea of issue excluded; at ages, mas, females, and sex uknron combn--alend- year of experience

1969-3]

Rabo of actual to
We yem exposed expected aims

(percent)

Ratio of gross benefit (before reduction for integration) to salary:
Alw ays less than 50 percent ............................................................................................. 1 6,326 52
Generally less than 50 percent ........................................................................................... 45,655 118
Subtotal (less than 50 percent) ........................................................................................ 61,981 99

50 percent (exactly or approximately) .......................................................................... 628,803 87

Always more than 50 percent, exact percent unknown ............................................... ... 36.648 148
Generally more than 50 percent, exact percent unknown ............................................... 32,817 153
More than 50 percent, but less than or equal to 60 percent ..................................... 513,924 93
More than 60 percent but less than or equal to 70 percent ............................................. 56,687 106
M ore than 70 percent ......................................................................................................... 23,840 219

Subtotal (greater than 50 percent) ............................................................................... 1 13,976 109
Other, including not determ inable ...................................................................................... 64,162 1

Total salaried, nonexecut e ........................................................................................... 1,468,922 97
Other income sources included in plan integration provisions: .................

Nonintegrated (benefits paid in addition to social security) ............................................... 440,194 110
Social security primary benefit only deducted .................................................................... 248,824 97
Social security primary and family benefit deducted ........................................................... 761.021 91
Other integration bases ....................................................................................................... 18,883 71

Total salaried, nonexecutive ............................................................................................ 1,468,922 97

Source: Transaction of tt Society of Actuare, 1975 Report Nume, p. 266 and 267.

EXPLANATION OF EXHIBIT 1I

In underwriting commercial disability insurance, insurance companies try to in-
sure no more than about three forth of net after tatx income of workers. Where the
benefits are a higher proportion of earnings, incentive to recovery is seriously
reduced, because normal living expenses during disability are often reduced by the
decreased need for transportation, clothing, meals away from home, etc. Taxes are
somewhat lowered due to lower net income. Personally purchased disability income
benefits and Social Security benefits are not subject to income tax. (During 1969
through 1973 when the attached table was put together, the first $100 per week of
sick pay provided by employers was generally tax exempt also).

To accomplish this, most employee disability plans seek to insure between 50
percent and 60 percent of gross pay, acting on the assumption that this will usually
amount to about 75 percent to 80 percent of net after tax earnings.

The table demonstrates that, in general, the higher the percentage of pre-tax
earnings provided by disability insurance, the higher the ratio of claims actually
experienced to those expected. Expected claims means the claims anticipated in
developing the premium rates. Therefore, a ratio of 100 percent would indicate that
the planned levels of claims had been experienced. Notice that the range of differ-
ence is from 52 percent to 219 percent in a pretty consistent relationship to the
percentage of earnings insured.

The second part of the table analyzes the effect of integration with Social Security
and income form other sources. The more the disability benefits are reduced by
integration as other benefits become payable, the lower the ratio of the actual to
expected claims. Where there is no integration or reduciton of benefits on account of
Social Security and other sources, the level of claims was 10 percent higher than
expected.



EXHIBIT III

SOCIAL SECURITY RET EARNINGS - REPLACEMENT RATIO$ PRODUCED BY VARIOUS FORMULAE - APPLIED TO AIRE AND PIA
DISABILITY in l90 AT ACE 30

GROSS WARNINGS

1975
ANNUAL

5.000
6.000
7,000
3.000

10.000
12.000
14.000
17.000
20.000
25.000
20,000
35.000
50.000
75.000

1979
ANNUAL MONTHLY

5.393 449
6.472 539
7.550 629
6,629 719

10.706 399
(2.94) 1.079
15.100 1.259
1(.326 1,525
21,572 1.790
26.965 2,247
32,356 2,696
37.751 3,146
53.930 4.494
60,25 6.741

DEOUC-

3.400
31400
5,400
3.400
3.400
3,400
3.400
3,400
4.746
5,663
6.472
7.550

10,7i6
(6,179

4 or
GROSS

09
0
0
0
0
0
0
0

22
21
20
20
20
20

FEDERAL
INC. TAX

-0-

-0-

21
172
500
572

1.260
(.916
2.319
3,414
4.725
6,10
11.320

21.901

PICA TAX
(1979)

331
267
463
529
661
793
926

1,124
1.322
1,404
1.404
1.404
1,404
1.404

STATE b
LOCAL (2)
INC. TAX

40
55
03

110
1(9
200
372
50
668
932

1.195
1,459
2,250
3.560

1979
NET EARNINGS
ANNUAL MONTHLY

5,022 419
6017 Sol
4,954 562
7,510 651
9,436 756

10,990 916
12.543 (,045
14,7S7 1.232
17.242 1(439
21,216 1.763
25,024 2.006
28,713 2.399
35,957 3.246
54,023 4,502

CURRENT (AN
EMS or (4)

PIA NET EARNINGS
S DROPOUT 5 DROPOUT
YEARS TEARS

249
276
302
331
306
440
489
523
547
552
553
553
553
553

59
55%
52%

49%
401

475
439
251
319
269
23s
179
12

ra - MR 7(-)
rs (4) MET N A R GS

S DROPOUT S DROPOUT
YEARS YEARS

375
456
524
599
707
750
856
924
'57
967
967
967
967
967

909
909
901

929
909

gas

521
75%
679
5S
469

405
309
219

NM 323S
CAP - 0O OP AIMS
of (505 O? PIA
I DROPOUT YEAR
MAXIMUM ASO OP
1ENEFIT NET

337: 50%
404(5) 30
442 769
492 769
572 739
653 71
730 701
751 639
796 555
799 45S
799 39
799 33
799 259
799 let

ADMIN. PROPOSAL

CAP - 0o or
AIME ONLY (6)
I DROPOUT TEAM
MAXIMUM Ms
BENEFIT Or NET

337 r60t
404 s0
471 $Is
539 635
674 369
509 39

943 90
1.126 91(
1.176 021
(.190 671
1.190 571
(.190 509
1.190 379
(.190 261

AUNDAm(3)ASSURED AIRE'
3

I DROPOUT
TEAR

421
505
5o9
674
642

1.011
!1.79
1.405
(.472
!,4SS

(.4951.48S

1. 480



211lIT TV

SOCIAL SECITY MIT EARNINGS - REPLACEMN MATZOS PRODUCED &V VARIOUS 70II0LA - APPLOPO TO AIMS AND PIA
DISABILITY TO 1960 at .9e4 7

E00 ARNINGS

1976 1970
EARNINGS GR3OS "NsImIe
LEVELS AUOAL SOhLY

T300
0.00

14o000
t9,00

15,000

26.000
23 .040

Pi

3246
V1

22
I.:

a3,

472

407

497

4 96
497
497

497
417

63.1,3

0.029

16.30
29 $372
20.0036
12. 30.
37 .79I
3.930
00.603

Pik - oo
NUT RANKINGS

s9
14
31
s0
40

24
1

19

029

719

1,09

1,716

9.790

2247
3.092.94

4.494
S.741

Mr

309

Sao

$99
V79
N027

I

:1:6
*9
670

076
070

Oe

DDUC-
Tioe'

2i00
3.400
3.000
3.000
2,400
3.400
2s400
2.40
4.740

10,700
I0.179

Mrs - 080 or

as? EANUSECO

69

of

74

42

27

00005s INC. TAX

-0-
-O2

20*

172
500

a072
1.200
1.0

132,319
3,4
4.723
0,103

11.32:
21.901

CESEFIT OP MET

440 770

39 720

744 2
740 421740 

200
40 

39

746 lit
749 171

PICA TAX
(1979)

91
329

793

1.404

1.404

ADnIM. PROPOSAL

0 hieOL

402 64offulIT or as

01 01

994 011

999 49

t9o 22%

STATE & 0)

LOCAL INC.
TAX

40

I
I0

272

st0
161

932

2.230
3.s00

0IT EARNIUG
ANNUA. ONTHLY

?,got I %I0,017 01

'0.996 9ll

14.7e7 1,222
17.202 1.091

21,216 1.706
2s.012 2.00
20.732 2,9
30.937 2.200
34.023 0.302

(!) Per IRS statistic fo 1976 as reported in CC" Rewrite Bulletins. 2 August 1978. smOOthed

(2) Uses Viginia as awn estimated averages Exemptions, rout 0 $600 Rates on taxable iafo..t
Deductions.l 90 - 21 1 nc..s lot 03.000 23
(ignoring a2000 limit fot stand' e!t 2:.00 30
otd deduction if not itomised) next 7,000 5%

Excess 5.751

(3) Basis Of AIN Asaumptions - 1977 and'prlor earnings of those .sRnong $17,000 p/ or lnss
in 1976 were Indexed according to the AIMS adjustment factors

Thoae oarniog $20,000 or more in 1970 always had maximum taxable
wage or sore.

(4) 03 of AIMS. Above thie Inoome. 156% of PIA applies

Als

302
303

1.004
l.120
1.218
1.242

1.249

1.249

-- COMMENT LAW
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EXHIBIT V

COMPARISON OF DUTCH WITH UNITED STATES STATISTICS ON DISABILITY

In Table I a comparison is made between the 1974 disability incidence rates in
the Netherlands and the corresponding rates in the United States by sex and age
group. Overall, the disability experience in Holland is more than three and a half
times that of the Social Security DI system in the United States, a nearly incredible
statistic. The Netherlands plan involves an elimination or deferment period of
twelve months compared to the five months under the DI program. On the other
hand the Dutch workers are entitled to parital benefits, which account for about
one sixth of the total claims, roughly offsetting the effect of the longer deferment of
benefits.

The plan in the Netherlands has a fixed replacement ratio of 80 percent based on
gross earnings. Since the benefits are taxable, this probably corresponds to an after-
tax replacement ratio of about 82 percent, the tax rate or 80 percent of a given level
of income being somewhat less than that on 100 percent. It has been shown on
Exhibit II that- according to United States group disability experience, such ratios
give rise to an excessive number of claims.

The data from Holland also support the proposition that an analysis of claims by
diagnosis can be used to ferret out areas where malingering, fraudulent claims, lax
administration, or biased adjudication of claims may be a problem. In Table 2 a
comparison is made between the two countries for important diagnostic groups, viz.
musculoskeletal disorders, mental disorders, diseases of the circulatory system, and
neoplasms (cancer). It will be noted that, whereas the incidence of cancer in Holland
is less than that in the United States, and that of circulatory disease is also 75
percent higher, the incidence of musculoskeletal disorders, which include back pain,
is 5-6 times that in the United States. The corresponding ratio for mental disorders
is 5 to 1. In many cases of these latter conditions, disability can neither be proved
nor disproved by clinical tests. On the other hand, cancer and many circulatory
diseases are subject to much more precise diagnosis, supported by laboratory tests
and other objective means.

TABLE I.-COMPARISION OF DISABILITY INCIDENCE RATES PER 1,000 IN THE UNITED STATES AND
THE NETHERLANDS

[1914 EXPERIENCES]

Moo Women
Ares USA NL Rat (percent) USA NL Rats percentl)

20 to 24 .......................... 1.46 5.40 370 .60 5.00 833
25 to 34 ......................... 2.00 8.00 400 1.41 13.40 950
35 to 44 .............. 4.17 16.00 384 3.84 24.80 646
45 to 49 ......................... 1.83 26.30 336 6.81 32.90 483
50 to 54 ............. 1302 40.50 311 11.15 45.40 401
55 to 59 .......................... 23.09 55.40 240 .18.66 56.50 303
60to 64 ........................... 32.99 103.60 314 19.74 84.50 428

Average I .................... 7.49 22.90 306 5.80 27.62 476

9 Standard agrage claim rates based on Unded Slates 1914 estimated eaposies
Sources- USA-UpbWIhed rates furiMd b the 0f1ce of the Acturary, SSA, The etheans-p e report for 1914.

TABLE 2.--COMPARISON OF UNITED STATES AND DUTCH DISABILITIES BY DIAGNOSTIC GROUP

Osabktes n The Nettenands-1914
Dwqnostic 1roup Aculwf a expected on tIM basi of Rlk(eret

Act~~al ..S 1912 vera a pret

C regulatory system ............................................................ 8,508 4,870 175
Mental dsceders .............................................................. 9,029 1,790 504
Musculoskek ti system .................................................... 13,873 2,473 561

....................................................................... 1,140 1,4 16 8 1
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Note A -- he sources are the same as for table I The data o The Nether ,ad were no( separated by sex, age and dchainostc group The latest

United Slates data were for 1972 To hase the comparison on the saine age and sex distribution. the actual United States rcidence rates hy sex.
age group aid diagnostic group were applied to the 1974 exposures m The Netherlands Were 1974 Umted States data available. the rals showm
above *w d generally be somewhat $ower However. the signifince of this conparrson is in the contrast between the high fatios for the more
sub live caTh is comparedxh the much lower ratios for cancer and cicolatr dsoders

" ote 8-This exhit has been adapted from the returt of John H Mi er, F k. consutmng actuary, to the Coerr tlee on Ways and Means of
The U S HNuse of Represtatrvs. contji in the record of tN public hearings before the Saikonmettlm on Social Secwity. May am June 1976,

EXHIBIT VI.-Changes in recovery rates of social security disability beneficiaries-
1960-77. per 1,000 1

Year: Year:
19 60 ........................................... 7 .6 1969 ........................................... 28 .3
19 6 1 ........................................... 5 .6 19 70 ........................................... 28 .4
1962 ........................................... 14 .7 197 1 ........................................... 27.4
1963 ........................................... 16.6 1972 ........................................... 22 .4
1964 .......................................... 17.4 1973 ........................................... 19.2
1965 ........................................... 19 .1 19 74 ........................................... 17 .9
1966 ........................................... 22 .1 1975 ........................................... 16 .5
19 67 ........................................... 32 .3 1976 ........................................... 15 .5
1968 ........................................... 30 .5 1977 ........................................... 2 1.8
Ratio of those recovered to average of those on the rolls at beginning and end of year.

Source: Social Security Bulletin, April 1979, page 5, Table I.

The CHAIRMAN. Now we will hear from Wilbur J. Cohen, chair-
man of the SOS Coalition to Protect Social Security.

You are chairing all kinds of things. I did not know that you
were the chairman of SOS. [Laughter.]

Mr. COHEN. I have a different hat on today, Senator. I am here
representing some 150 organizations, representing the disabled and
the aged, and the blind, and other organizations.

The CHAIRMAN. Did we ever get your other Commission ex-
tended, the one we talked about the last time I spoke with you?

Mr. COHEN. Yes, sir. That is a different hat, though.
The CHAIRMAN. I thought that we had gotten that one taken careof.
Mr. COHEN. Yes, sir, but I don't think the President has signed

the bill yet.
The CHAIRMAN. We have done all the damage we can do down

here. [Laughter.]
STATEMENT OF WILBUR J. COHEN, CHAIRMAN, SOS COALITION

TO PROTECT SOCIAL SECURITY
Mr. COHEN. I am here today to express both my support for

many of the provisions in these two disability bills, but also to
object very strenuously to certain provisions in them.

With regard to the disability insurance provisions, I strongly
favor the Durenberger bill as against the bill that passed the
House of Representatives. I believe Senator Durenberger has pre-
sented the more constructive provisions in his bill.

I will briefly, after my testimony is put in the record, indicate
my points.

First I want to say that although I differ strongly with Congress-
man Pickle's support of 3236, I think his comment in his dissenting
report on H.R. 3464 regarding the same substantially gainful activ-
ity level for both 5SI and OESI ought to be carefully reexamined
by this committee.

While it might be proper to have a more liberal standard for SSI
than for the insurance program, I believe you ought to reexamine
that first to see if that is really what you want to do, because if you
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go in that direction of making the SSI continually more liberal
than the insurance program, then you ultimately always raise the
question, "What is the value of people contributing to the insur-
ance program, when they can do better in the welfare program?"

So while I think there is some justification for it, I would like
you to reexamine Mr. Pickle's point on that, and if you so decide
that you want to make it more liberal, then I think yov are going
in a direction which ultimately will mean more Federal general
revenue costs.

With regard to H.R. 3236, while I favor many of the provisions in
the bill, which are very constructive and needed, there are two
provisions, as you have already heard, sections 2 and 3, which all of
the disabled and blind groups in the United States are vigorously
opposed to. They are the three provisions, the 150 percent cap, the
80 percent of lifetime earnings, and the reduction in the benefits
for young workers.

Now these three cutbacks in the bill are very serious cutbacks
and, in my opinion, before you enact them you should give very
careful consideration to what their implications are. Let me just
touch briefly on the three of them.

The first one, Senator, the 80 percent of your lifetime earnings
had a good deal of merit in the past when wages were relatively
stable. That provision was originally put in the bill which I sup-
ported and helped draft before this committee. But now with infla-
tion, lifetime earnings become increasingly out of relationship with
the work incentive. Why include earnings of 1952 and 1953, and
1969, 1961, and 1962?.

When this committee revised the law with regard to the relation-
ship of workmen's compensation, you put in a limit there of 80
percent of the best 5 years, or the best 1 year. Now if you are going
to relate it to previous earnings, which I agree with, I agree with
the principle, then it ought to be 80 percent of the best 5 years, and
not the lifetime earnings 20 or 30 years.

So while I agree with the principle, I think you ought to change
the impact of it.

Second, the Advisory Council on Social Security, which is sched-
uled to report to you, agreed and voted that it should be 90 percent
of the best 5 years, and not 80 percent of lifetime earnings. I
believe you ought to have the consultation of that advisory council
before you act on this provision.

Third, with regard to the 150-percent limit, let me point out how
anomalous that is. Under the existing law for death benefits, the
limit is 188 percent. When the disabled person dies, the widow and
children will get an increase in benefit. That is ridiculous to pay
more when there is one less person in the family by the death of
the disabled person. It could be an encouragement to suicide, as a
matter of fact. I don't think the chairman of this committee would
want to provide that kind of financial incentive in the law. I hope
that you will reexamine it. [Laughter.]

The third one penalizes young persons, Senator, by averaging in
more than the years of their work. I think that it is punitive with
regard to young workers who have not yet been able to develop
their full earning capacity.
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For those reasons, I urge you very strongly to either repeal, or
not act on those three provisions, and give further study, or to
modify them. But I would say that if you include those three
provisions in the bill, our blind and disabled groups will have no
recourse than ask the President to veto the bill as a backward step
in cutting back on the most disadvantaged and handicapped in this
Nation.

I should like to point out, if you will give me one second more,
that as a former Secretary now, speaking in my individual capac-
ity, I am very much opposed to a bill that gives the Secretary of
HEW complete Federal authority over all the State disability de-
termination units in the bill.

I don't know how closely you have studied it, but this is a bill
designed to federalize the State of Louisiana, and the State of
Minnesota's disability determination unit.

The CHAIRMAN. I was not aware that you have become an avid
States righter, Mr. Cohen. I thought you were a great federalist.

Mr. COHEN. I was down in New Orleans recently for 3 or 4 days.
The CHAIRMAN. I thought that you were a federalist type.
Mr. COHEN. Well, that may be my reputation, but I am trying to

prove that my reputation does not always follow the facts.
In this case, Senator, if you do want to federalize it, and there

are some grounds in the committee report, that is what they really
argue for. But this is a kind of a mixed system. It says that the
States will still administer it, but the Secretary of HEW will have
authority to issue any rules and take it away from the State of
Louisiana.

If you will look at section 8 of the bill, which gives the Secretary
authority to establish any other rules designed to facilitate or
control, or assure the equity and uniformity of the States disability
determinations.

When I was Secretary, I would not have wanted that authority.
If you want to run it federally, then give it entirely to the Secre-
tary. But this legislation gives it to the States, and then says that
the Secretary can tell the States how to do their job. I don't think
that is good Federal/State cooperation.

Now the other provision in here is when the Secretary takes it
away from the State, and then there is merely a study in here of
how you get the personnel to do it.

There are two or three States that want to give it up. One of
them was my own State of Wisconsin, which wanted the Federal
Government to take it over. But then there is the issue of how the
State employees become Federal employees. All it says in the bill is
that "we will study the question." That is no answer to the
problem.

I suggest that section 8, which becomes effective 12 months after-
ward, if you don't take it out, I suggest you make it 24 months, or
36 months so that you can study this, because it really undermines
the whole disability determination unit. The States are exceedingly
upset.

If I were still administering it, I would try to get the States to do
the best job, if it were a Federal/State system, or take it over
completely, one or the other. But this kind of a mixed system is
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going to upset the State and regional administration during the
next couple of years.

My written statement contains some other comments, but those
are my main points, Senator.

The CHAIRMAN. Mr. Cohen, I think your credentials are still
pretty good in liberal circles. I am not sure whether mine are.

I think that you and I have been able to come to terms every
time that you had some matter you were interested in when you
were in Government. My impression is that we did not always
agree in the beginning, but that we were always able to get togeth-
er on something. We might have had to split the difference some-
times, but can you recall a time when you and I could not get
together on something while you were down there at HEW?

Mr. COHEN. No, sir. I think that I could get together with you
right now, Senator. I am willing and able. [Laughter.]

The CHAIRMAN. I want the record to show that I cannot recall a
time when I could not come to terms with Wilbur Cohen when he
was the Secretary of HEW. He was always willing to make a
concession to try to meet the other person's point of view, provided
that it was mutual.

My experience is, as long as you were around here, we were
always able to get together on something, and you not only were
willing to accommodate other people with their views, but you
were pretty good at thinking up some new ideas, new approaches
that might be a good answer to a problem.

I enjoyed working with you on medicare, and medicaid and the
rest of those programs.

Mr. COHEN. I think, on each of these points, Senator, I don't
disagree with the principle established by the House. I disagree
with the way they have handled it. So I think that it is well within
the compromisable area.

The CHAIRMAN. If I understand your view, you do recognize that
there are some areas where we could and probably should try to
save some money in the program, especially if we can use the
savings to provide some help in areas where it is very much need-
ed.

Mr. COHEN. Yes, sir.
The CHAIRMAN. In other words, in some areas these programs do

a lot of good, and in some cases they don't. I know something about
this program. There is no doubt that there are some cases where it
is hard to determine disability.

Mr. COHEN. Certainly.
The CHAIRMAN. I know a young man, who because of a congeni-

tal defect in his legs suffers pain most of his waking hours, and yethe does a good job. He works hard asayoung lawyer, and does
good work. Then there are other people with the same degree of
pain who could very well claim to be disabled and draw disability
payments.

On the other hand, when I was a young lawyer I represented
somebody who came in and claimed that he had had an injury and
vas disabled. But one time he took one elevator down from my

office, and I took another elevator down. His stopped on the way
down a couple of times, and so I got to the street first. That man
was supposed to have a back so bad that he could not get around,
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but when that man hit the streets, and I swear he could have beat
me in a 50-yard foot race. Obviously, he was exaggerating his
disability, and if he had any pain at all, it was not anything that
was of a serious nature.

When I saw that fellow hit the street, I realized that I had better
compromise that lawsuit as soon as I could, because it was not
much of a lawsuit. [Laughter.]

So I have seen both sides of the argument.
On the other hand, I just handled a veteran's case for a man

where the VA wrote a snide report on it. The doctor took the view
that this guy was malingering, and there was not really anything
wrong with him at all. My office wr:te a letter, and I said, "No, we
cannot send that one. We have got to take the view that the
customer is always right, especially if he is a public official in
Louisiana." It turned out that the man had a brain tumor, and
they had not discovered that. So the man really was disabled and
not really for long on this Earth.

It is hard to tell when some of these cases are wholly disabled.
But we want to work with you and try to work out something that
will meet the public interest.

Mr. COHEN. I want to say, Senator, I strongly support section 17
in the bill for the periodic review of the disability determination.
In this bill, they provide that you ought to reexamine every person
at least every 3 years. Ultimately in the 5 year that would save
$123 million, because people's disabilities do change in time.

Now, if you were willing to add the personnel, I would make that
periodic review every year. I think the reason in the bill that they
did not do it, and they made it every 3 years, is because, obviously,
it means adding more staff.

Remember that I told you a few days ago that the reason we get
into all this difficulty is because all these trust funds are in the
unified budget, and more personnel expenditures thus increases
the deficit. But if I were doing it to save money in disability, I
would have more frequent periodic review of disability, and you
could save more money. So I think that this is something that you
ought to consider.

The CHAIRMAN. We ought to find a way in the budget where we
can take credit for the savings when there is an expense. In other
words, what you are saying is, if you reviewed the cases once a
year, you would save a lot of money. Would the savings more than
offset the expense?

Mr. COHEN. They estimate in 1984, by the 3-year periodic review
that they would save $123 million in the 5th year compared to $66
million in the 4th year. So obviously that line of savings is going
up, and the future savings in other years, by more periodic reexa-
mination, weuld be greater. I think that this is one way to save a
lot of money.

The other provisions in the bill that give Federal review of the
State agency by more serious performance standards is estimated
to save $181 million in the 5th year. So I did not want my previous
statement to imply that I am not for getting the States to do a
better job, but the difficulty is that they do not have enough staff
to do it competently. All that staff cost is paid out of the employer/
employee contributions. It is not a general revenue cost.
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So I would urge you to put more performance standards in, get
more medical evidence, do more redetermination, pay for the travel
expenses as they do in the bill, and in the long run I think you will
get people off who get rehabilitated.

I strongly support the other provisions in the bill. The one that
provides that you will continue to get your medicare. One of the
reasons why there has not been as much rehabilitation is that if a
man or a woman goes back to work, and they don't know whether
they are going to make it, if. in their mind they think they are
going to lose their medicare, they are going to stay on the disability
rolls. That is just a natural human state, because the medical costs
could be thousands upon thousands of dollars.

I don't need to tell you because you favor a catastrophic medical
care program, and that is where the catastrophic medical costs on
a person who is already disabled and approaching death.

So I would favor that part of the bill that continues their medi-
care for 36 more months. I think that you will get more people
going off the rolls.

So there are constructive things in the bill, but you don't need to
cut back the people's benefits who are really severely disabled.

I would like to end my testimony by saying that in my SOS
committee my three honorary chairmen are Wilbur Mills, Speaker
McCormack, and Congressman Burke, who was the chairman of
the subcommittee that originally developed this legislation, who is
now opposed to it. So I think that I am not alone in my criticism of
the House passed bill.

The CHAIRMAN. Are you still a litter pickerupper, Mr. Cohen?
You and I used to be the Nation's principal litter pickeruppers
when you were around here in Washington.

Mr. COHEN. Not only that, but again this morning, this is
Wednesday, I took the garbage out, Senator. I may not have done it
when I was in Washington, but when I am home and my wife tells
me to take the garbage out, I do it. [Laughter.]

The CtIAIRMAN. Senator Durenberger?
Senator DURENBERGER. I would just like to show, in light of what

Mr. Cohen said about S. 1643, my bill, that if the two of you want
to get together right now, I will be glad to waive my questions.

Mr. COHEN. I should have said the three of us. I am sorry.
Senator DURENBERGER. Thank you very much.
The CHAIRMAN. Thank you very much, Mr. Cohen.
[The prepared statement of Mr. Cohen follows:]

STATEMENT BY WILBUR J. COHEN, CHAIRMAN, COALITION TO SAVE OUR SECURITY

(SOS)
NEEDED REVISIONS IN THE DISABILITY INSURANCE PROPOSAL PASSED BY THE HOUSE

OF REPRESENTATIVES

Mr. Chairman, I testify today on behalf of some 150 organizations which are
opposed to the cutbacks in sections 2 and 3 of H. R. 3236 relating to the limitation
on total family benefits in disability insurance cases (section 2)-the 80 percent
limit computed on average lifetime earnings and the 150 percent limit on an
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individual's primary insurance amount (PIA)-and the reduction (in section 3) in
the number of drop-out years for younger disabled workers.

I strongly urge you to either drop these two sections from the bill or substantially
revise section 2 along the lines I discuss later in this statement, and to drop section
3.

COMMENT ON H.R. 3464
Before I comment extensively on H.R. 3236, 1 would like to say that I strongly

support the objectives and the provisions of H.R. 3464 relating to the Supplemental
Security Income Disability Amendments of 1979. I recognize the problem presented
by Representative Pickle in his Dissenting Views in the House Committee Report on
the increase in the earnings level for determining Substantial Gainful Activity
(SGA) for SSI as compared to the lower SGA test in the disability insurance
program under social security ($280 a month). I would prefer if the amount were the
same in both programs. This matter deserves careful consideration. Perhaps this
section of the bill should be deferred for further study.

COMMENT ON H.R. 3236
With respect to H.R. 3236, the Disability Insurance Amendments of 1979, 1 enthu-

siastically support the five improvements in section 3-7 and the four improvements
in sections 13-17. I am vigorously opposed to:

Section 2-the limitation on total family benefits in disability cases, and;
Section 3-the reduction in the number of drop-out years for younger disabled

workers.
I have serious difficulties with the drafting of the policy of section 8 relating to

federal supervision of an intervention in state disability determinations, especially
the broad language revising section 221(aX2XF) which gives the Secretary the unlim-
ited and ambiguous authority to establish "any other rules designed to facilitate, or
control, or assure the equity and uniformity of the state's disability determina-
tions." This is just too much regulatory power to put in the hands of the Secretary
and is bound to inflame and impair federal-state relations in this important area.

I also believe section 8(h) is inadequate and unsatisfactory in relation to resolving
any situation where the state wishes to turn over the disability determinations to
the federal government or where the federal government wishes to terminate the
agreement for the state to make the determinations.

The effective date of section 8 is 12 months following enactment. I suggest that if
this section is retained in the bill, the effective date should be made 24 months
afterwards and in tht meantime an operative plan to dealing with the problem in
subsection (h) could be developed and enacted.

Section 8 is estimated to save the following amounts: 1981, $6 million; 1982, $57
million; 1983, $116 million; and 1984, $181 million.

I believe these amounts probably could be saved by more effective cooperation
between the federal government and the states under existing law.
Section 2

Section 2 of the bill contains two limitations: 80 percent of average earnings, and
150 percent of the primary insurance amount, whichever is smaller. Both these
limitations are too harsh on disabled individuals.

The 80 percent limitation should be changed from average earnings to current
earnings as already provided in section 224 of the law.

The 150 percent limitation should be dropped.
Section 2 is inconsistent with existing section 224 relating to worker's accident

compensation cases
Section 224 of existing law provides that where a disabled person is elibible to

receive both a disability insurance benefit under social security and a state or
federal worker's accident compensation benefit, the total of such benefits shall not
exceed 80 percent of his "average current earnings."

The law defines these current earnings as follows:
"For purposes of clause (5), an individual's average current earnings means the

largest of (A) the average monthly wage (determined under section 215(b) as in
effect prior to January 1979) used for purposes of computing his benefits undersection 223, (B) one-si:ieth of the total of his wages and self-employment income
(computed without regard to the limitations specified in sections 209(a) and 211(bX )
for the five consecutive calendar years after 1950 for which such wages and self
employment income were highest, or (C) one-twelfth of the total of his wages and
self-employment income (computed without regard to the limitations specified in
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sections 209(a) and 211(bXl) for the calendar year in which he had the highest such
wages and income during the period consisting of the calendar year in which he
became disabled (as defined in section 223(d) and the five years preceding that
year."

The 150 percent limitation in section 2 should be dropped
Not only is the 80 percent limitation based on average earnings but it is further

reduced by another limitation, 150 percent of the individual's primary insurance
benfit whichever is smaller!

The 150 percent limit would result in excluding payment to children where the
disabled person has a wife.

Thus, this limit might be called an anti-family provision. I am not aware that the
President recommended this provision. He does not refer to any such limit in his
State of the Union Message.

Moreover, the 150 percent limit has another adverse effect: When the disabled
person dies, the family benefit could increase because there is no such limit on the
survivor's benefits.

For these reasons we recommend that the 150 percent limitation should be
deleted from the bill.

We would not oppose, however, a limitation of 200 percent which would enable
most children to receive payments.

Sections 2 and 3 are inconsistent with the President's guidelines
President Carter in his State of the Union Message in January 1979 stated that

disability insurance benefits should "not exceed pre-disability disposable income."
This is a sound general principle but of course must be and has been modified by
Congress in a practical way such as providing a minimum benefit, and where
insurance benefits are inadequate, to supplement them by SSI disability payments,
as is provided by existing law. As a matter of fact, a disabled individual can receive
much more in SSI disability benefits than he or she could otherwise receive in
disability insurance benefits, and more than he or she received in previous wages.

But 80 percent of prior average lifetime earnings, as would be computed under
H.R. 3236, is really not pre-disability disposable income but far below this for

ractically all persons except very young persons. Therefore, I conclude that H.R.
236 in this regard is not consistent with the President's guideline.
Nor is the reduction in the number of drop-out years for younger workers consist-

ent with the President's guideline. The net result of reducing the number of drop-
out years for younger persons is to lower the pre-disability disposable income
amount.

We believe, therefore, that if the bill, as passed by Congress, includes these
limitations and reductions, we must urge the President to veto the bill as (1)
inconsistent with his guideline, (2) as retrogressive, harsh, and unfortunate legisla-
tion, and (3) because it reduces the role of social insurance and increases the role of
welfare which we believe is a backward step.

Action of the Advisory Council on Social Security and the National Commission on
Social Security

While H.R. 3236 was proceeding through the, Ways and Means Committee this
year, there were two official statutory bodies at work studying social security: an
Advisory Council on Social Security, appointed by the Secretary of HEW, and a
National commission on Social Security whose members were appointed by the
President, the Speaker, and the President Pro Tempore of the Senate.

The Advisory Council recommended that the maximum should be 90 percent of
the workers' highest five consecutive years of earnings.

The National Commission on Social Security recommended that action on disabil-
ity insurance changes should be deferred until the Commission completed its study
of the problem.

The House Committee on Ways and Means rejected the advice of both groups.
We recommend that action on the limitations be deferred until the reports of

these two groups are available and reviewed.

Rehabilitation and the level of payments
One of the arguments made for the limitations and cutbacks in sections 2 and 3 of

H.R. 3236 is that a lower benefit will encourage rehabilitation and return to work.
Because the definition of disability in the social security program is so strict, we

do not believe there is much actual opportunity for rehabilitation except in a very
small number of cases. This fact is brought out in the article in the Social Security
Bulletin for April 1979 which is included in my statement.
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We fully support all efforts at rehabilitation but do not believe that the cutbacks
will accomplish this because these individuals will have to resort to supplementary
support from SSI. If it is the total of income that is received which is the disincen-
tive to rehabilitation and return to work, how can the supporters of H.R. 3236
justify supplemental payments under SSI and deny it under the insurance program!
Adverse effect on beneficiaries and general revenue expenditures

The limitations in sections 2 and 3 will decrease benefits to the disabled.
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Recovery of Disabled Beneficiaries:
A 1975 Followup Study of 1972 Allowances

by Ralph Treitel *

In recent years, the number of persons awarded disabled-worker
benefits has rapidly increased, but no corresponding rise has
occurred in the number leaving the rolls for recovery. A com-
parative analy-i% has been made of the demographic, diability.
and benefit characteristics cf a sample of disabled workers
awarded benefits. in 1972 who left the rolls for recovery and the
characteristics of those who remained on the rolls. For most
bcneficiarics, recovery appeared unlikely. A large proportion of
those awarded benefits were older middle-aged workers with
chronic progressive diseases. About 7 in 10 were aged 50 or over
at allowance; one-fifth had died by the end of 1975. Younger
beneficiaries, those with more education, those disabled by in-
jurici. and residents of Western States were most likely to re-
cover. Person, with higher benefit amounts had a high rate of
recovery, but this finding appeared to reflect the effects of their
being younger and more skilled. The level of earnings replace-
ment appeared to have little independent effect on recovery.
Among workers with condition, most s object to medical improve-
ment, however, those with high replacement rates were less likely
to leave the rolls.

Since 1957, whsen cash disability benefits first became
payable under the social security prograr s, only a small
proportion of the disabled-worker beneficiaries have
kft the rolls because they recovered their ability to
work. Almost all beneficiaries have remained on the
rolls until death or the automatic conversion of their
benefits to retired-worker benefits at age 65. Fsentially,
the program has functioned as a total and permanent
disability program for middle-aged workers with pro-
gressive diseases related to aging.

In Ii pa decade, the number of new claimants has
risen rapidly-from about 300,000 to more than
600.000 a year. During the same period, however, the
number of persons leaving the rolls for recovery has
remained at about 40,000 annually. The increase in
the number of entrants and the absence of a corre-

*Division of Oisability Studks Office of Research and
Stalislics, Social S,,urity Administration. The author wishes
to acknowkdt the asustane of the following colleagues:
Michael Dostron. Barry Bye. Audey Coo, Robert Finc.,
Beauice Ma.i, and Bernard Trieber.

sponding increase in the number of recoveries has
raised concern that economic disincentives may be
operating to inhibit recently disabled workers from
making elorts to return to work after they begin draw-
ing benefits.'

This article presents information on demographic,
economic, and disability characteristics related to re-
covery and continuing dependency. For a sample of the
413.000 disabled-worker beneficiaries in 1972, later
benefit and earnings data through 1975 were obtained.
The characteri sics or tlhis who had recovered by 1975
are compared with those who remained on the rolls to
see if the amount of benefits played a major part in
benefit dependency. The data source is the Continuous

a See Subcommittee on Soeial Security. Committee on Ways
anJ Means U.S. Hoube of Reresentatives, Public learia.
Disbility tsusraece t'rotraim (94 Cost, 2d aens). 1976. page
231Y: Mortchrit, .Land and Aaro, Krute. f is,,tity In-
surance: Program Issues and Research," Social Secuity Ptlk-
tia, October 1976; and Subcosnm ittee on Social Security.
Committee on Ways and Means. US. House of Represent&-
tives, Disability Insurance Amendments of t979, H. R. 2054
(96th Coc,1., h sess.), March 19,79.

Social Security Bulletin, April 1979/Vol. 42, No: 4
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In addition to the recovery data fot the entire study adults who neither died not reached a e 65 by the end
population, a recovery sutistic called "suvivors recov- of a particular period. By the end of 1975. 8.4 percent
cry" has been akulate# for the 259,000 wrAkinsg-age of the survivors had recovered from their disabilities,

Chart .- Relation or variables to recovery by 1975 for working-ag survivors with disability allowances in 1972
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The estimated effect of the limitations and reductions according to the House
Committee Report is as follows:

{ln millions)

1980 1981 1982 1983 1984 Total

Section 2. $38 $146 $263 $392 $525 $1,364
Sectin 3. 12 45 88 138 193 480

To!al 50 191 351 530 118 1,844

The disability insurance fund is currently in sound financial condition. There is
no justification for cutting back on these benefits from the standpoint of the solven-
cy of the disability program.

These cutbacks will increase the federal budget expenditures under the SSI pro-
gram. We do not believe this is sound policy.

CONCLUSION

We strongly urge you to carefully reconsider sections 2, 3, and 8 of H.R. 3236. 1
would like to point out that in the House of Representatives seven members of the
Ways and Means Committee voted against the bill as did the Chairman of the
House Select Committee on Aging, the Majority Whip, the Chairman of the Inter-
state and Foreign Commerce Committee, and the Chairman of the Education and
Labor Committee, and several other Chairman of Committees and Subcommittees.

We also wish to point out that our opposition is endorsed by the former Chairman
of the House Committee on Ways and Means Subcommittee on Social Security, Mr.
James Burke, the former Chairman of the Ways and Means Committee, Wilbur D.
Mills, and the former Speaker of the House, John W. McCormack.

We urge you take a revised bill to Conference in order to fashion a bill which can
be supported by the disabled and blind groups who oppose the present bill.

The CHAIRMAN. Next we will hear from Mr. Anthony P. Carne-
vale, and Charles Loveless of the AFSCME's counsel for employee
benefits, accompanied by Marty Blum, National Association of Dis-
ability Examiners.

STATEMENT OF ANTHONY P. CARNEVALE, DIRECTOR OF LEG-
ISLATION, AMERICAN FEDERATION OF STATE, COUNTY, AND
MUNICIPAL EMPLOYEES (AFSCME), PRESENTED BY CHARLES
LOVELESS, ACCOMPANIED BY MARTY BLUM, NATIONAL AS-
SOCIATION OF DISABILITY EXAMINERS
Mr. LOVELESS. Mr. Chairman, and distinguished members of the

Finance Committee I am Charles Loveless, AFSCME's counsel for
employee benefits, and I am a last minute substitute for Anthony
Carnevale, our director of legislation, who regrets that he will be
unable to be with you today because of a last minute work commit-
ment.

I am here today representing Jerry Wurf, the president of
AFSCME, and the more than 1 million of our members who work
in State and local governments across the Nation.

I am accompanied by Mr. Blum of the National Association of
Disability Examiners, who has submitted, I believe, a statement for
the record and is available to answer any questions that you may
have.

With the brief time that I have today, Mr. Chairman, I would
like to focus exclusively on H.R. 3236, a bill that AFSCME opposes.

Our union strongly opposes H.R. 3236 for several basic reasons.
First of all, in our view, there currently is no crisis in the financing
or administration of the social security DI program and therefore,
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we do not believe there is a pressing financial need for Congress to
make the types of significant changes in the DI program that are
contemplated in H.R. 3236.

Second, the provision of H.R. 3236 reducing or eliminating the
dropout years for younger disabled workers, in our view, is unwise
and discriminates against younger workers.

Third, the 80 percent AIME/150 percent PIA cap on family
benefits, we think, will impose an onerous new financial burden on
disabled workers and their families and will have a particularly
severe impact on minorities and women.

Finally, we believe the rights of State employees in the Federal-
State disability determination system are not adequately protected
by H.R. 3236 in the event a State elects not to continue administra-
tion of the social security disability insurance program, or the
Secretary of HEW terminates the State's administration of the
program.

We elaborate in greater detail in the statement we submitted for
the record each of our reasons for opposing the bill. With the time
remaining, I would like to directly respond to some of the major
arguments the proponents of H.R. 3236 have advanced in support
of the bill.

First of all, with specific reference to the provision of the bill
providing for the 150 percent PIA/80 percent AIME cap, propo-
nents of H.R. 3236 argue that high replacement rates-by that I
mean the ratio of benefits to previous earnings-have constituted a
major disincentive to disabled workers in attempting rehabilitation
or attempting to return to work. However, it is our view that
current disability benefits are not too liberal.

We believe the assumption that benefits are too high and consti-
tute a work disincentive has never been substantiated by propo-
nents of the bill. The so-called high parents where the replace-
ment ratio is over 80 percent-general ly occur in families where
dependent benefits are added to the disabled worker's basic
amount.

It long has been a basic purpose of the disability insurance
program, and a very laudible one, that social security disability
benefits are designed to protect families. The family of a worker
who becomes disabled has, at the minimum, the same financial
needs it had while the breadwinner was still working. In many
cases, new financial needs arise upon disability. For example, the
worker often loses valuable fringe benefits that were provided by
his employer. He or she can no longer do house repairs and,
therefore, must contract that work out. Heating costs may increase
because of the increased time that he or she must stay at home.
His or her handicap may become more severe, and additional fam-
ily expenses are likely to be associated with it.

In June 1977, the average monthly cash benefit of a disabled
worker with a wife and one or more children was $517, hardly an
overgenerous amount, accordhig to Robert Bell's "Social Security
Today and Tomorrow." Even a small reduction in benefits for
affected families, we think, could have a drastic effect on their
ability to obtain adequate housing, food and clothing.

We would like to point out, as former Secretary Cohen noted,
that no attempt has been made to relate the 150-percent PIA
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limitation to some proportion of predisability earnings. A worker's
average indexed monthly earnings which are used to compute the
PIA are likely to be low.

Furthermore, limiting the family benefit to 80 percent of AIME
will have an even harsher impact as the burden here will fall
almost exclusively on low-income persons. A worker with a spouse
and child who averaged an indexed monthly earning of $400 could
lose as much as $31.60 per month, which is a significant reduction
in income It should also be noted that the early years of employ-
ment are frequently low earning years for minorities and women,
and thus this proposal will have a particularly harsh impact on
women and minorities.

With specific reference to the provision of the bill reducing or
eliminating dropout years of younger disabled workers, proponents
of H.R. 3236 argue that this provision is necessary in order to
reduce the disparity in benefits received by younger and older
disabled workers. In brief response, we point out that the 1977
social security amendments by indexing earnings eliminated much
of the advantage enjoyed in benefit calculations by younger work-
ers. In our view, any further reduction is going to be highly dis-
criminatory against younger workers. Younger workers generally
have low levels of earnings during their first years of employment,
and correspondingly increasing family responsibilities. The drop-
ping out of low earning years for these young workers assures
them of somewhat more adequate income levels despite of their
early years of low earnings.

I think it also needs to be emphasized that it is precisely these
workers, the younger workers, who are not likely to have earned
any job related supplemental disability coverage-and this is
particularly true in the public sector, Mr. Chairman-thus they are
dependent exclusively on social security disability insurance
benefits.

Finally, I would just like to note that section of our written
statement which specifically responds to the provision of H.R. 3236
drastically reforming the entire administrative structure of the
disability insurance determination process. We strongly believe
that the current Federal-State contractual system can be.improved,
and that the role of States within the disability determination
process should be preserved. We would also like to point out that
we are extremely concerned that the rights of State disability
examiners are not adequately protected by the bill.

Thank you very much, Mr. Chairman. As we indicated in our
written statement, we do support certain provisions of H.R. 3236,
but we do not think the cap or reduced dropout year provisions are
necessary or appropriate.

The CHAIRMAN. Thank you very much.
Senator Durenberger, do you have any questions?
Senator DURENBERGER. No; Mr. Chairman.
The CHAIRMAN. Thank you very much.
[The prepared statement of AFSCME follows:]
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STATEMENT BY ANTHONY P. CARNEVALE, DIRECTOR OF LEGISLATION, AMERICAN
FEDERATION OF STATE, COUNTY AND MUNICIPAL EMPLOYEES, AFL-CIO

Mr. Chairman and distinguished members of the Committee, I am Anthony P.
Carnevale, Director of Legislation of the American Federation of State, County and
Municipal Employees (AFSCME), AFL-CIO. I am here today representing Jerry
Wurf, President of AFSCME, and the more than one million members of AFSCME
who work in state and local governments across the nation.

We appreciate the opportunity to appear before your committee today to present
our views on H.R. 3236, the Disability Insurance Amendments of 1979, which would
make major changes in Social Security's Disability Insurance Program. As you
know, Mr. Chairman, AFSCME has a major interest and stake in the protection of
the integrity of the Social Security System. The great majority of our members
count on Social Security as an essential protection for themselves and their families
against loss of income, whether by disability, old age or death. Protection against
disability is particularly important because, unlike retirement, it usually cannot be
planned for and may come at a time when a worker still has a young family and
numerous financial commitments.

Social Security's Disability Insurance Program is a vitally important form of
income protection for millions of American workers and their families because it
provides most, if not all, of the income they will receive in the event of a severely
disabling sickness or injury. Therefore, any proposals which would make significant
modifications in the program should be carefully considered by the Congress be-
cause of their far-reaching and potentially devastating consequences.

Among other provisions, H.R. 3236 would limit total Social Security disability
family benefits to the lesser of 80 percent of average indexed monthly earnings
(AIME) or 150 percent of the worker's primary insurance amount (PIA). In addition,
the bill would reduce the number of dropout years afforded younger disabled work-
ers; no dropout years would be allowed for workers under age 27, with the number
of dropped years gradually rising to 5 for workers age 47 and older. Under current
law, all disabled workers are permitted to exclude 5 years of low earnings. A third
provision of H.R. 3236 would strengthen the federal role in the federal-state disabil-
ity determination system by increasing direct federal management control and
review over state agency disability determinations and by eliminating the current
system of negotiated federal-state agreements over hew the disability determination
process is to be carried out.

AFSCME strongly opposes H.R. 3236 for several reasons. First, there currently is
no crisis in the financing or administration of the Social Security disability pro-
gram, and therefore there is no pressing financial need for Congress to make
significant changes in the program as proposed in H.R. 3236. Second, the provision
of H.R. 3236 reducing or eliminating the dropout years for young, disabled workers
is unwise and discriminatory against younger workers. Third, the 80 percent AIME/
150 percent PIA cap on family benefits will impose an onerous new financial burden
on disabled workers and their families and will have a particularly severe impact on
minorities and women. And finally, the rights of state employees in the federal-state
disability determination system are not adequately protected by H.R. 3236 in the
event a state elects not to continue administration of the Social Security disability
program or the Secretary of Health, Education and Welfare terminates a state s
administration of the program. We set forth below, in greater detail, our reasons for
urging the Committee not to favorably report out H.R. 3236.

1. THERE CURRENTLY IS NO CRISIS IN THE FINANCING OR ADMINISTRATION OF THE SOCIAL
SECURITY DISABILIrY PROGRAM, AND THEREFORE, THERE IS NO PRESSING FINANCIAL
NEED FOR CONGRESS TO MAKE SIGNIFICANT CHANGES IN THE PROGRAM AS PROPOSED
IN H.R. 3236

The 1979 Annual Report of the Board of Trustees of the Federal Old-Age and
Survivors Insurance and Disability Insurance Trust Funds, issued in March of this
year, indicates that both the short-term and the long-term financial position of the
Disability Insurance Trust Fund (DI trust fund) is strong. The report states that by
the end of fiscal year (FY) 1979 the disability trust fund will total over $5.5 billion
and that it should continue to grow rapidly during the following 4 fiscal years. At
the end of FY 1983, it is estimated that the fund will have accumulated a balance of
approximately $22 billion which is approximately 100 percent of the estimated
benefit expenditure in the following fiscal year.

The projected long-term financial picture for the DI trust fund is also favorable.
The March 1979 Trustee's Report notes:
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"The projections indicate that the increase in the DJ trust fund that began in
1978 will continue throughout the next 75 yearG under both the intermediate and
optimistic assumptions, and through the turn of the century under the pessimistic
assumptions. The increase in 1978 was primarily due to the reallocation of contribu-
tion rates provided under the 1977 amendments, as well as to lower disability
incidence rates in 1978."

Due to the declining trend in the number of disability benefit awards which will
be discussed below, the 1979 report reflects new assumptions of substantially re-
duced disability incidence rates in the future as compared with those contained in
previous reports.

The number of disability benefit awards has been declining since 1976, and this
trend was particularly pronounced in 1978. The number of awards dropped from
552,000 in 1976 to 456,000 in 1978, and the growth rate in the number of benefici-
aries on the disability rolls is the lowest since the program's inception.

The disability award denial rate which was approximately 50 percent in 1975 has
moved upward to 60.6 percent in 1978. Furthermore, the disability cessation rate
which was approximately 16 percent in 1975 increased to 50 percent in 1978.

The reduced disability award experience since. 1975 is due to a number of factors
including extremely tight award administration by the Social Security Administra-
tion (SSA) and state agencies I and what we believe in certain instances to be overly
stringent eligibility criteria.2 It should be noted that this favorable experience in the
DI program occurred under the old program when benefit levels were relatively
higher than they are at present. On January 1, 1979, the "decoupling" provisions of
the 1977 Social Security Amendments went into effect which will result in lower
benefits particularly for younger workers. Presumably, the enactment of these
amendments will contribute further to the improved financial condition of the DI
program.

There currently are several study groups mandated by Congress in the Social
Security Amendments of 1977, including the Advisory Council on Social Security
and the National Commission on Social Security which are reviewing the DI pro-
gram. The Congress should receive their recommendations in the immediate future,
and given the severe financial impact of H.R. 3236 on disabled workers and their
families which will be documented below, we do not believe the Committee should
act on the bill until it has had an adequate opportunity to review the recommenda-
tions of these bodies.

II. THE PROVISION OF H.R. 3236 REDUCING OR ELIMINATING THE DROPOUT YEARS FOR
YOUNG, DISABLED WORKERS IS UNWISE AND DISCRIMINATORY AGAINST YOUNGER
WORKERS

H.R. 3236 is intended to remedy an allegedly unfair situation whereby an older
disabled worker can exclude a significantly lesser percentage of his or her earnings
history in calculating benefit entitlements than a younger worker. The bill's spon-
sors incorrectly believe that the current law which allows workers of all ages to
exclude 5 years of low earnings unfairly discriminates against older workers in the
DI program. In fact, we believe the reverse is true.

Young workers frequently have low levels of earnings during the years immedi-
ately following their entry into the work force. When a young worker is disabled it
often comes at a time when he or she still has a young family and numerous
financial commitments associated with a new family. The exclusion of a significant

'The various administrative steps taken by HEW and SSA to tighten administration of the DI
program, including increased emphasis on the Quality Assurance program and increased medi-
cal documentation of cases is discussed at some length in former HEW Secretary Joseph A.
Califano's February 212, 1979 testimony before the Subcommittee on Social Security of the
Committee on Ways and Means.

I For example, we believe that the definition of disability is too stringent. Section 223(a) (2) (A)
of the Social Security Act, as amended, states, in relevant part, that:

"An individual ... shall be determined to be under a disability only if his physical or mental
impairment or impairments are of such severity that he is not only unable to do his previous
work but cannot, considering his age, education and work experience, engage in any kind of
substantial gainful employment which exists in the national economy, regardless of whether
such work exists in the immediate area in which he lives, or whether a specifw job vacancy exists
for him, or whether he would be hired if he applied for work" (emphasis added).

This definition of disability, supplemented by vigorous SSA implementation, operates to deny
disabled workers benefits if they are considered able to perform any job at all, no matter how
different form their work history, how unlikely their chances of being hired or the location of
the job from their homes. Such a definition of disability fails to take into account the older,
disabled workers who, even in periods of high employment, face overwhelming obstacles in
attempting to locate work. However, what we thought was a crisis several years ago has not
continued.
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percentage of low income years for younger workers is therefore extremely impor-
tant to assure them of adequate income protection in the event of disabling injury
or sickness. The reduction or elimination of dropout years for young workers, as is
porposed in H.R. 3236, will thus have a drastic effect on the level of benefits and
economic security provided under the DI program.

It should be emphasized that younger disabled workers often are not afforded the
protection available to older workers under employer-sponsored pension or supple-
mental benefit plans. Those plans typically available in the public sector require ten
years or more of service to be eligible to receive disability benefits until the date of
service retirement, and usually the benefit payable is only the pension benefit
accrued to date of the disability. Thus, there are numerous young workers who do
not enjoy the protection of job-related supplemental disability coverage and conse-
quently are completely dependent on the income protection provided by the DI
program. Of course, it is precisely these workers who will be most affected by the
bill.

The wage-indexed system adopted as part of the 1977 Social Security Amend-
ments which took effect on January 1 of this year has already substantially elimi-
nated the advantage accorded younger workers in disability benefit calculations.
The additional cut in benefits for younger workers proposed in H.R. 3236 would be
unfair and would work an extreme hardship for younger disabled workers and
families.

Ill. THE 80 PERCENT AIME/150 PERCENT PIA CAP ON FAMILY BENEFITS WILL IMPOSE AN
ONEROUS NEW FINANCIAL BURDEN ON DISABLED WORKERS AND THEIR FAMILIES AND
WILL HAVE A PARTICULARLY SEVERE IMPACT ON MINORITIES AND WOMEN

The cap on family benefits contained in H.R. 3236 is based on the mistaken
assumption that the high replacement ratio of benefits to previous earnings has
constituted a major disincentive to disabled workers in attempting rehabilitation or
returning to work. To our knowledge, no evidence has been cited by the bill's
proponents which clearly demonstrates that a reduction in benefits will convince
significant numbers of beneficiaries to return to work or that current benefit levels
have been abused.

Given the very stringent eligibility requirements which Congress established for
the DI program and rigorous enforcement of the requirements by SSA and HEW,
the great majority of applicants who finally achieve benefit eligibility clearly fit
categories of impairment or disease that leave them without capacity for any
substantial work. Even the minority of DI applicants who have some residual
capacity for physical activity, in order to qualify for beneficiary status, must be
unable to do "any kind of substantial gainful work which exists in the national
economy.. ." (See Section 223(aX2XA) of the Social Security Act, cited and discussed
above in footnote 2.) Thus, DI beneficiaries are, in fact, seriously disabled people.
Work of any sufficient type or amount does not represent a viable option for most of
these people. They are generally the least likely of all workers to effectively com-
pete in the current labor marker.

A study of 6,194 disabled-worker beneficiaries "rehabilitated" under the auspices
of the DI program in FY 1969 indicates that approximately two thirds of all the
beneficiaries reported earnings "after rehabilitation" in 1970 of under $2,000 with
44.2 percent showing no earnings for the year; 21.4 percent earned over $5,000 (See
Committee Staff Report on the Disability Insurance Program, Committee on Ways
and Means (July 1974), p. 290.) While it is not our objective in citing this study to
denigrate the considerable accomplishments of the small DI rehabilitation program
in helping a small minority of disabled workers to again receive substantial earn-
ings, it is clear that the great majority of those "rehabilitated" have only minimal
potential to return to substantial gainful employment in the current economic
climate. The enactment of the benefit cap set forth in H.R. 3236 will not serve as an
incentive to return to work since most DI beneficiaries are not likely to recover but
will only increase the financial burden faced by disabled workers and their families.

It should be emphasized that the 80 percent AIME limitation is not applied to
earnings at the time disability occurs but to a worker's lifetime of average indexed
monthly earnings. The burden of this cap will fall almost exclusively on low income
workers and their families and will have a particularly severe impact on women
and minorities who frequently have very low earnings during their initial years of
employment or who have intermittent periods of low earnings. Even a small reduc-
tion in benefits for such individuals and their families could significantly impair
their ability to obtain adequate housing, food and clothing and to meet escalating
heating and transportation costs.
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The 150 percent PIA limitation similarly will have a harsh effect on disabled

workers and their families. Disabled workers usually require more cash income
than they received prior to disability in order to maintain an adequate standard of
living for their families. Frequently new financial needs arise as a result of the
worker's disability, including increased health, transportation and heating costs,
and at the time workers are separated from their jobs due to disability they often
lose valuable fringe benefits such as expensive health care coverage for themselves
and their families which were previously provided by their employer. To arbitrarily
limit the level of DI family benefits to the 150 percent PIA cap, we submit, will
create a financial hardship of even greater magnitude for disabled workers and
their families.

IV. THE RIGHTS OF STATE EMPLOYEES IN THE FEDERAL-STATE DISABILITY DRTERMINATION
SYSTEM ARE NOT ADEQUATELY PROTECTED BY H.R. 3236 IN THE EVENT A STATE ELECTS
NOT TO CONTINUE ADMINISTRATION OF THE SOCIAL SECURITY DISABILITY PROGRAM OR
THE SECRETARY OF HEALTH, EDUCATION AND WELFARE TERMINATES A STATE ADMIN-
ISTRATION OF THE PROGRAM

As was noted above, H.R. 3236 contains several prvisions which are designed to
strengthen the federal role in the federal-state disability determination system,
including one which would eliminate the current system of negotiated agreements
between HEW and the states. In the committee report accompanying the bill, it was
acknowledged that if H.R. 3236 is enacted, ... there is more likelihood that some
states may decide not to participate under the program or that the Secretary may
determine that a state is not complying with the regulation requirements promul-
gated under this legislation." (See Report of the Committee on Ways and Means to
accompany H.R. 3236 (April 23, 1979), p.9.) Section 8(h) of H.R. 3236 directs the
HEW Secretary to submit to this Committee and to the Ways and Means Committee
a plan on how the Secretary expects to assume the functions of a state disability
determination unit should it become necessary. It further provides that such a plan
should assume uninterrupted operation of the disability determination process, in-
cluding the utilization of the best qualified personnel to carry out this function.
Finally, it states that any recommendations of the Secretary for amending federal
law to carry out the plans should be submitted to the Finance and Ways and Means
Committees for appropriate referral to the committees having jurisdiction over
federal civil service and retirement laws.

AFSCME is concerned not only about protecting the job rights of the state
disability examiners which we represent but also about maintaining uninterrupted
service for DI beneficiaries. We believe that state management of the disability
determination process is in the best interest of DI beneficiaries and of the state
disability unit employees and also will ensure that the limited administrative re-
sources of SSA and HEW are not strained to beyond capacity.3 While we recognize
that certain inadequacies may exist in the current system of negotiated Federal-
state agreements, namely in the area of maintaining uniform program administra-
tion, we believe the Committee should explore ways to' improve the existing contrac-
tual system before substituting the administrative and mangement structure pro-
posed in H.R. 3236 which shifts practically all administrative prerogatives to the
Federal government. In our view, there are significant practical advantages in
having a contractual arrangement between HEW and the states whereby each party
agrees to certain delineated duties and responsibilities while retaining a flexibility
to deal with unique situations which may arise in individual states. Unfortunately,
H.R. 3236 deiminishes the role of the states to such an extent that many states may
decide to end their involvement in the DI program.

At the minimum, we believe that any legislation which increases the likelihood of
a Federal takeover of a disability determination system should provide strong job
protection rights for the state employees who are employed in the state disability
unit at the date the Federal takeover of a disability unit is proposed. As was noted
in the House Social Security Subcommittee print, entitled "The Disability Adjudica-
tion Structure," dated January 29, 1978, '"he state agencies are the greatest reser-
voir of talent in the disability program." We strongly concur with this view and
believe that H.R. 3236 does not go far enough to ensure the utilization of the best
qualified personnel in the event of a Federal takeover of a state's disability determi-

3 In this regard, it should be noted that under questioning from Fred Amer of the Ways and
Means Social Security Subcommittee Staff, Secretary Califano admitted that HEW would en-
counter major administrative problems if large numbers of states elected to terminate their
participation in the DI program. See Statement of the Honorable Joseph A. Califano, Jr., set
forth in the Ways and Means Committee text, entitled "Hearings Before the Subcommittee on
Social Security on Proposals to Improve the Disability Insurance Program," (1979), p.67.
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nation process. All state disability unit personnel, under circumstances of a Federal
takeover, should be converted to Federal employment and should be protected in
the area of pension rights, collective bargaining rights, leave credits, salary rates
and full credit for past state service.

For the foregoing reasons, AFSCME strongly opposes H.R. 3236 and respectfully
urges the Committee to oppose the legislation. While we support certain construc-
tive provisions of H.R. 3236, including the trial work and medicare extension
amendments and the section permitting deduction of impairment-related work ex-
penses, we do not think the cap or reducted dropout year provisions of the bill are
necessary or appropriate.

Senator MOYNIHAN. Mr. Sanders and Mr. Gorski.
Mr. Sanders, you are representing the California Department of

Rehabilitation.
Mr. ZuKAS [through interpreter]. My name is Hale Zukas of the

Center for Independent Living in Berkeley, Calif. Mr. Sanders is ill.
Senator MOYNIHAN. Mr. Sanders is ill, and we welcome you, sir.
Mr. ZuKAs [through interpreter]. Mr. Gorski had to return to

California.
Senator MOYNIHAN. Miss, your name is?
Ms. PARKER. Karen Parker from the Center for Independent

Living, and I will be acting as Mr. Zukas' interpreter.
Senator MOYNIHAN. And you, sir?
Mr. FIEDLER. Marc Fiedler, and I am the deputy director of

Massachusetts Office of Handicapped Affairs.
Senator MOYNIHAN. We welcome you, Mr. Fiedler.
Mr. Zukas, if you would proceed.
Mr. ZuKAs [through interpreter]. We had planned as a panel, and

Mr. Fiedler would like to present first.
Senator MOYNIHAN. Mr. Fiedler.

STATEMENT OF MARC FIEDLER, DEPUTY DIRECTOR,
MASSACHUSETTS OFFICE OF HANDICAPPED AFFAIRS

Mr. FIEDLER. I would like to begin by expressing my appreciation
to the committee for hearing our testimony today.

It is important to clarify at the outset what I think is a very
fundamental misconception that seems to lie at the heart of bot
the SSI and SSDI programs. I think that there is a false notion at
the basis of those programs that disabled persons cannot or do not
want to work. I would like to use myself, perhaps, to illustrate the
inaccuracy of that assumption.

My desire to work and to lead a productive and self-supporting
life has not decreased, but on the contrary has increased in the 4
years since I have incurred my disability. Furthermore, the fact
that I am paralyzed from my chest to my toes does not mean that I
am any less qualified than I was without my disability for most of
the jobs in which I am interested.

In other words, I most definitely can work, and in fact I do work.
I hold a full-time job, and with some accommodations to my needs
as a wheelchair user, I experience very little difficulty in perform-
ing the essential duties of my position. It is also the case that I am
a former SSI recipient. I will address a few of my remarks later to
that.

I don't want to make you think that all SSI recipients or SSDI
beneficiaries are in the same position as I, but I believe there are,
in fact, many who can work and are desirous of working.
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I would like to take the opportunity to draw a very important
distinction between terms that are often mistakenly considered
synonymous, namely, the terms "disability" and "handicap."

Disability refers to a condition of physical or mental impairment,
such as paraplegia, deafness, or mental retardation. It does not
imply any reduced capacity to lead a productive or meaningful life.
The term "handicap, however, refers to a condition that arises
from the interaction between an individual and his or her environ-
ment, and more specifically the barriers in the environment. Bar-
riers may be of an architectural variety as would adversely affect a
wheelchair user, or a communications variety as would affect a
person with a hearing impairment, or an attitudinal variety as
frequently affect mentally retarded persons. The source of the
handicap is not the individual so much as his or her environment.

A person wearing high platform shoes and carrying an armful of
bundles, who is trying to negotiate a cobblestone walkway, may not
have a disability, but certainly experiences a handicap. So the
terms, in fact, are not synonymous. In short, disability implies
simply some sort of difference, whereas handicap implies some sort
of level of inadequacy.

I think that it is particularly important to make this distinction
when considering the issue of employment.

Yesterday, Chairman Long raised the question of the availability
of employment opportunities for people who have disabilities. The
problem I feel is not so much the availability of jobs as the fact
that disabled people are so frequently handicapped in their pursuit
of employment.

There are now on the books Federal laws prohibiting discrimina-
tion on the basis of handicap, and other laws requiring affirmative
action for disabled persons. In Massachusetts, we hav an executive
order prohibiting discrimination in all State agencies with respect
to all handicapped persons. Due to a great extent to these laws
there probably are now more job opportunities available to disabled
persons than ever before.

At the Massachusetts State Office of Handicapped Affairs, we get
calls weekly from employers in both the public and private sectors
who are seeking to employ qualified handicapped persons.

Far too often I am unable to refer disabled persons to these
employers. It is not that the disabled persons are not qualified for
the jobs, or not desirous of employment; the problem is that for
these disabled persons who are SSI recipients, or SSDI beneficia-
ries, it would be a losing proposition to work. The current provi-
sions of the SSI and DI programs impose unintended, but neverthe-
less very real handicaps on persons who happen to have disabil-
ities.

It is a devastating disincentive for disabled persons under the
SSI or DI programs, whose earnings exceed the SGA level, to lose
not only their monthly payments, but far more important, their
medical coverage and/or social services to which they are other-
wise entitled.

It is unrealistic and unfair to expect a disabled person who
enters the workforce to assume the costs of both everyday expenses
and their often extraordinary medical expenses as well. Most dis-
abled persons under the SSI and DI programs would prefer living
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at a subsistence level under the programs than risk the loss of vital
services and benefits by attempting anything but merely marginal
employment. You might say that life in the frying pan is a little
more attractive than life in the fire.

What is needed, I feel, is not so much to restrict benefits under
the SSI and SSDI programs, as to provide much needed incentives
for disabled persons who wish to move off the rolls and seek
employment.

Mr. Zukas, I believe, will address those issues right now.

STATEMENT OF HALE ZUKAS, THE CENTER FOR INDEPENDENT
LIVING OF BERKELEY, PRESENTED BY INTERPRETER KAREN
PARKER
Mr. ZuKAS. I have a reputation around the San Francisco Bay

area for being fearless. However, I work for a pittance at the
Center for Independent Living because I am afraid of either taking
a decent paying jeb, or an increase in salary because if I did I
would be declared not disabled, which is a laugh and a half, isn't
it?

In the interest of time, I will ask Ms. Parker to read the rest of
my remarks.

Senator MOYNIHAN. Thank you, Mr. Zukas.
Ms. Parker?
Ms. PARKER. There are good reasons for accepting other employ-

ment or allowing CIL to give me a raise. My current SSI, medicaid
and attendant care benefits total more than $900 a month. My net
income after payroll deductions and work related expenses would,
therefore, have to be at least this much, or I would be losing money
on the deal.

Obtaining a job that met these financial needs is not out of the
question. What really scares me, though, is that once I have been
determined to be performing SGA and no longer disabled I will not
be able to get my benefits back if I lose my job, unless I get an
additional disability or my condition worsens. Cerebral palsy, inci-
dentally, is generally a stable condition. Thank God for small
favors, right?

Therefore, if I would lose my job, I would be in a very precarious
position, indeed, for without the means to meet my needs, I would
probably end up vegetating in an institution at a very much higher
cost to the taxpayer.

S. 591 and S. 603 will go a long way toward eliminating both my
dilemmas. First, they provide for continuation of vital benefits
after my earnings have passed the SGA level until they reach a
level sufficient to meet my needs. Second, if I were to lose my job, I
would be considered presumptively disabled, and thus immediately
eligible for benefits. This provision would be in effect for 4 years
after my trial work period had expired.

I assume that under the provision for presumptive disability in
section 1 of S. 591 the original disability will reestablish disability
provided there has not been a medical recovery.

Although we have submitted detail analyses of the legislation
before you, we would like to discuss a few issues which merit
special emphasis.
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While S. 591 provides for the exclusion of certain impairment
related expenses in determining disability status, these expenses
are not considered in determining the benefit amount. The intent
of the SSI program is directed at assuring aged, blind, and disabled
individuals that they will be able to meet subsistence needs. Ac-
cordingly, the process of determining the benefit amount must be
based on earnings which are actually available to meet the recipi-
ent's needs.

Under current law, the blind recipient may disregard from earn-
ings any amount reasonably attributable to the earnings of that
income. The disabled recipient has no similar disregard for reason-
able work expenses.

To accomplish this objective, we support the process specified in
H.R. 3464. In general, the existing disregard from earnings of $65
per month would be applied, then the cost of employment related
services, care or items specified in section 4 of S. 591 would be
disregarded if they were purchased by the recipient.

Rather than performing the administratively awkward tax of
itemizing common work expenses, 20 percent of gross earnings
would be disregarded for such expenses as mandatory payroll de-
ductions, uniforms, union dues, and so forth.

Finally, the existing disregard of 50 percent of the remaining
earnings would be maintained, and 50 percent would be reduced
from the recipient's benefit.

May I add an additional comment here. Yesterday, Commissioner
Ross said that the $65 income disregard was intended as a work
expense deduction. In fact, it is intended as an incentive, which is
why it is an income disregard.

The process we are recommending is more restrictive than the
work expense exclusion currently provided for the blind.

There appears to be some feeling that S. 603, introduced by
Senator Javits, is redundant in light of provisions for continued
medicaid coverage in S. 591. S. 591 provides for coverage up to the
point where earnings equal the value of the former benefits under
titles 16, 19, and 20. Once a disabled person earns even a dollar
more than this level, however, he must bear the entire cost. S. 603
would allow the disabled person to continue medicaid coverage at a
share of cost as in the current MNO program available to non-
disabled low-income persons.

There are several States which now provide medicaid coverage to
individuals who cease to be legally disabled because they have
performed SGA, despite the fact that no Federal participation is
presently available for such coverage. S. 603 would remove this
financial disincentive, and encourage other states to choose to pro-
vide the same coverage.

It goes without saying that section 2 and 3 of H.R. 3236 are
philosophically opposed to anything the Center for Independent
Living could possibly support. The provisions in question are sec-
tion 2, which establishes a cap on family benefits, and section 3,
which adjusts the dropout year formula.

If these provisions are maintained in H.R. 3236, the Center for
Independent Living will be forced to vigorously oppose the bill in
its entirety. It is illogical and punitive to provide incentives for
those who might be able to work by reducing benefits for those who
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cannot. No SSDI beneficiary in their right mind would consider
going back to work if their future benefit would be lower than they
had if they had to get back on the SSDI roll.

We also strongly encourage including the deeming provisions in
the H.R. 3464 and S. 591, and we want to call particular attention
to the language for the sheltered workshop earned income provi-
sion in S. 591. We feel such declaratory language is long overdue,
and properly recognizes the contributions of individuals employed
in such settings.

Senator MOYNIHAN. Thank you, Ms. Parker.
Senator DURENBERGER. I don't have any questions, Mr. Chair-

man, but I want to compliment you and the staff, or whoever
arranged this part of the testimony today. I think that both Mr.
Fiedler and Mr. Zukas have pointed out to us the heart of the
problem facing persons with disabilities. The first is the mind-set of
America, and Mr. Fiedler, you did a beautiful job. I have never
heard anyone do it as well as you did, drawing the distinction
between disability and handicap.

Mr. Zukas, of course, I don't want to brag about your friends in
Minnesota, but literally hundreds of people with disabilities like
yours in Minnesota came to me throughout my campaign with the
very simple message which you have stated so eloquently here
today.

It is not very complicated. It does not require lots of bureaucra-
cies, and expenditures of billions of dollars to recognize the disin-
centives that the mind-set that you spoke about, Mr. Fiedler, has
placed in our system of responding to the basic needs that all of
these people have, which is to work.

I appreciate having been able to be here today.
Senator MOYNIHAN. Mr. Zukas has been a guest of this commit-

tee before, and was very helpful last year. We almost got the
legislation last year. It is precisely because the circumstances are
not satisfactory to anyone that we have sudden flurry of legislative
proposals.

I would like to ask both Mr. Fiedler and Mr. Zukas: Do I take it
that you would generally share the thrust of Secretary Cohen's
testimony on H.R. 3236? Were you able to hear it?

Mr. ZuKAs. Yes.
Senator MOYNIHAN. You do, Mr. Zukas.
Mr. Fiedler?
Mr. FIEDLER. Yes.
Senator MOYNIHAN. I need not say that you are in formidable

company, if you do.
It is important for this committee to know, as we are going to be

proceeding with legislation, and we are very grateful to both of you
for coming, and to Ms. Parker for coming.

Ms. Parker, you are a great asset to these purposes.
Ms. PARKER. I have good words to translate.
Senator MOYNIHAN. Indeed, you do.
Associating myself with Senator Durenberger, I thank you all.
[The prepared statements of the preceding panel follow:]
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STATEMENT OF ELMER C. BARTELs, COMMISSIONER, MASSACHUSE'rrs REHABILITATION
COMMISSION

This statement represents the position of the Massachusetts Rehabilitation Com-
mission with regard to four bills now before the Senate Finance Committee-H.R.
3236, H.R. 3464, S. 591 and S. 603. These bills would, among other things, remove
certain work disincentives for disabled persons participating in the Supplemental
Security Income (SSI) program and the Social Security Disability Insurance (SSDI)
program.

The goal of the Massachusetts Rehabilitation Commission is to help disabled
persons become engaged in productive, self-supporting, work activity. The Commis-
sion's ability to achieve its goal is greatly compromised by the provisions of the SSI
and SSDI programs which deter disabled persons from seeking gainful employment.

Based on the Commission's experience, we believe that the proposed legislation
would remove major barriers to disabled persons seeking employment. Below is the
Commission's position with respect to each of the four bills.

1. The Commission supports S. 591 in its entirety. This bill would:
Make persons who once received SSI or SSDI benefits, but were later denied

benefits because of substantial gainful activity (SGA), presumptively disabled for a
period of five years when rea p plying for Title XVI benefits.

Deem income earned in sheltered workshops as earned rather than unearned
income.

Allow persons who meet or equal the medical listings to continue receiving cash
benefits when earned income exceeds the SGA level up to the "breakeven point"
(the point at which countable earnings equal the SSI benefit level).

Continue Title XIX (Medicaid) benefits to handicapped persons who meet or equal
the medical listings whose earnings surpass the breakeven point, who continue to
meet all other nondisability related requirements (except for earnings), and for
whom the termination of Title XIX and Title XX benefits would make it extremely
difficult, if not impossible, for a person to continue working.

Disregard earned income needed for impairment-related work expenses (e.g.,
attendant care, medical devices, equipment, prosthesis, etc.) in determining whether
a person's earnings exceed the SA level.

2. The Commission supports S. 603 in its entirety. This bill would:
Extend Medicaid benefits to individuals who reside in states which have medically

needy spend down provisions and who become ineligible for Medicaid because of
excessive earnings and/or resources but who continue to be medically disabled.
They retain health coverage by contributing a portion of this income for such
coverage.

3. The Commission supports H.R. 3464 in its entirety. This bill would:
Provide for a standard work expense disregard equal to 20 percent of gross

earnings in determining payment level under Title XVI.
Provide for a disregard of impairment-related work expenses in determining

payment level under Title XVI.
limit deeming of parents' income to disabled children under age 18 regardless of

student status.
4. The Commission supports H.R. 3236 in part. The Commission supports those

provisions that would:
Deduct extraordinary impairment-related work expenses, etc. from earnings for

purposes of determining SGA.
Extend the present 9-month trial work period to 24-months (during last 15 months

of which, individual would not receive benefits if earnings exceed SGA level).
Extend Medicare for an additional 36 months to disabled beneficiaries who return

to gainful employment.
Eliminate second 24-month Medicare waiting period where a person again be-

comes disabled and entitled to benefits.
The Commission does not support those provisions that would:
Limit the maximum amount of total benefits paid to future disabled workers and

their dependents.
Reduce the number of years of low or no earnings that can be dropped in

computing a younger disabled worker's benefits.
The Commission is pleased to make its views known to the Committee. For too

long the federally sponsored income assistance programs have worked at cross-
purposes with the federal-state vocational rehabilitation program. The work disin-
centives problem is a national one and can only be rectified by amending federal
law.

Thank you for your consideration of this important issue.
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STATEMENT OF GREG .SANDERS, HALE ZUKAS, AND KAREN PARKER REPRESENTING
THE CENTER FOR INDEPENDENT LIVING, BERKELEY, CALIF.

THE SUPPLEMENTAL SECURITY INCOME DISABILITY AMENDMENTS OF 1979

Late in the 95th Congress the Finance Committee studied the issue of work
disincentives which prevent the disabled Supplemental Security Income (SSI) recipi-
ent from maintaining employment. After the Subcommittee on Public Assistance
held a hearing on the issue the Finance Committee reported out a bill to reduce the
impact of the disincentives present in the SSI, Medicaid and Title XX programs.
However, the Congress adjourned before the bill reached the Senate floor.

Recognizing the significance and urgency of this issue, two bills targeted at SSI
recipients with severe impairments were introduced in the Senate earlier this year.
The House of Representatives responded to the issue in June by passing H.R. 3464,
the Supplemental Security Income Disability Amendments of 1979. Similar to the
vote in H.R. 12972 last year (399-4), H.R. 3464 passed the House 374-3.

This statement outlines the key issues which, in combination, create the work
disincentives. It is important to emphasize that the discussion addresses only three
areas of the Social Securit Act: Title XVI (Supplemental Security Income), Title
XIX (Medicaid) and Title XX (Social Services).

Supplemental Security Income, Medicaid and Title XX Social Services serve a
very fundamental purpose-they provide for essential maintenance and health
needs. SSI provides for necessary food, clothing and housing. Medicaid provides for
health care as well as health--elated items or care like prosthetic devices and
personal care attendant services. Title XX provides a range of supportive services
which may include job supervision for mentally retarded persons, mobility instruc-
tion for the visually impaired, homemaker services, etc. (Since Medicaid and Title
XX are substantially affected by state-established standards, some services of major
importance such as attendant care may be provided through Medicaid in some
states and Title XX in others.)

For a particular individual the scope of services available through Titles XVI,
XIX and XX may include:

SS[: $207 a month maximum federal grant with a state supplemental payment
available in 24 states;

Medicaid: covering medical examinations, acute health care, physical therapy,
wheelchair purchase and maintenance, medications, etc.;

Title XX: Providing attendant care or other specialized supportive services.
The significance of these programs is, certainly, not limited to maintaining recipi-

ents in a healthy living arrangement. The combination of income maintenance,
health coverage and social services support an environment where an individual
with a severe physical or mental impairment can pursue vocational rehabilitation
or habilitation and, ultimately, employment. The current quality of services and
technology create the very real opportunity for the great majority of citizens with
severe impairments to seek meaningful work activity.

The dilemma of the work disincentives becomes clear when the opportunities
created by the scope of current programs are blocked by concepts of disability which
were dominant in the 1950's and remain in federal law. The term "disabled" became
a viable part of the Social Security Act in 1954. When the Supplemental Security
Income Program was implemented in 1974 it based the definition of "disabled" on
the assumptions derived two decades earlier.

Section 1614 of the Social Security Act establishes that a disability can exist only
if the individual is unable to engage in "substantial gainful activity" (SGA). The
level of work activity which indicates SGA is prescribed in regulation by the
Secretary of Health, Education and Welfare. Currently, SGA is indicated by services
performed which represent the ability to achieve gross earnings of $280 per month,
or by earnings derived from employment which exceed $280 per month. The ability
to perform work activities is the basis for determining SGA. It is not necessary for
an individual to receive payment or to actually rform any activities to be judged
able to engage in SGA. Also, disability status wi cease due to performance of SGA
regardless of a severe impairment which is demonstrated by medically acceptable
clinical and laboratory diagnostic techniques.

The SSI and Medicaid programs do have a mechanism to gradually reduce the
level of benefits and services as income available to the recipient increases. Yet, the
termination of disability status when earnings reach the SGA level causes an
abrupt end to the gradual reduction process. The complete loss of SSI, Medicaid and
linked social services due to a cessation of disability statue required the disabled
individual to limit attempted work activity to services which do not indicate SGA,
or to obtain employment which provides sufficient net income to replace all of these
necessary services.
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While some exceptional individuals can attempt a sudden transition from SSI
status to self support, it is unrealistic to expect such action from the majority of
persons with severe impairments. Similar to the typical unimpaired worker, the
disabled employee will usually enter employment at a low level and work up a
career ladder. Althouth a disability may not preclude the ability to pursue employ-
ment, a mental or physical impairment may certainly inhibit the ability to obtain
rapid advances in the work force. For the physically impaired, developing stamina
and learning to accommodate architectural barriers are as important as acquiring
vocational skills. Likewise, cognitive ability is an important factor in determining
the level of employment obtainable for the mentally retarded individual and the
time necessary to acquire skills.

The work disincentive created by the definition of disability is therfore the conse-
quence of two conflicting factors:

(a) Due to severe mental or physical impairments the disabled worker requires
substantial time to achieve earnings sufficient to replace the benefits from Titles
XVI, XIX, and XX, or the worker has the ability to perform services above the SGA
level yet cannot be expected to achieve complete self support; and

The cessation of disability status due to engaging in SGA terminates benefits
before self support is achieved, or prevents individuals from maintaining their
maximum degree of self sufficiency. in a very real perspective, the disabled recipi-
ent with a severe impairment simply cannot afford to attempt work activity above
the SGA standard.

In addition to the problems inherent in the definition of disabled there are major
disincentives generated by the treatment of income in determining the SSI benefit
payable to an individual.

As stated earlier, SSI and Medcaid have a mechanism which adjusts the level of
assistance according to the income available to a recipient. Certain exemptions are
granted before determining the amount of income considered to be available to meet
the needs of the recipient, or "countable income". After countable income is deter-
mined, it is subtracted from the maximum allowable SSI benefit ($207 per month)
and the difference is the amount provided to the recipient. Countable income in
excess of the SSI standard is subtracted from the state supplementary payment
(SSP), if any, and additional excess income becomes a "liability" which must be
spent for medical needs before Medicaid coverage is allowed. (Specific treatment of
excess income varies significantly due to state-established eligibility standards.)

Under current law, blind SSI recipients can exempt any expense reasonably
attributed to the earning of income. The disabled SSI recipient is not entitled to this
exclusion.

In order to maintain employment the disabled person must meet certain ex-
penses. Included in these costs are expenses common to all workers (i.e., taxes,
union dues, uniforms) and expenses necessary to accommodate a disabling condition
(prosthetic devices, exceptional clerical assistance, attendant care, etc.). Because the
cost incurred in maintaining employment is not available to meet basic living needs
and are nonetheless considered as available income, the disabled worker may re-
ceive little or no fiscal advantage from employment. In fact, it is very possible for
work expenses plus the reduction of countable income from the SSI benefit to be
greater than gross earnings. Thus, the disabled individual may actually have less
real income available to meet his or her needs due to attempting employment.

SSI recipients who receive income for services performed in a sheltered workshop
or work activity center are affected by another disincentive generated by the treat-
ment of income. The SSI program considers income in two categories, earned
income and unearned income. In general, income derived from employment is
treated as earned income and other income such as insurance benefits, alimony or
interest from savings is treated as unearned income. Quite inappropriately, income
from services performed in a sheltered workshop is treated as unearned income.
Thus, the individual who participates in such employment is allowed to retain only
$20 per month (the exemption for unearned income) and is essentially deprived of
recognition for contributing a meaningful service. (Ironically, services performed in
a sheltered work environment will be considered in determining disability status
and may demonstrate the ability to engage in SGA. Yet, the income derived from
such services is not treated as earned income.)

Beyond the problems already discussed there is another aspect to the issue of
employment disincentives. By definition, it is the nature of SSI to provide essential
daily needs. Yet, the average waiting period between application for SSI and receipt
by the individual is 67 days. For 10 percent of blind and disabled applicants, the
waiting time is over 90 days. The individual who leaves the SSI roles due to
maintaining employment is in jeopardy if the work attempt fails and she or he must

S4-198 0 - 79 - 12
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reapply for assistance. The very real potential of serious hardship in meeting
subsistence needs pending renewed eligibility is a significant disincentive to at-
tempting employment.

In summary, the work disincentives have been presented as four fundamental
issues:

1. Difficulty in returning to the SSI program if an employment attempt fails;
2. The complete loss of SSI, Medicaid and linked Title XX services when disability

status is terminated due to performance of substantial gainful activity (SGA),
3. The absence of an exemption for work-related expenses and impairment-related

expenses for disabled recipients in determining the SSI benefit amount; and
4. Treatment of income received for services performed in a sheltered workshop as"unearned income".
The following text outlines these issues as they are addressed in S. 591 (Dole), S.

603 (Javits) and H.R. 3464 (Corman). The discussion focuses on the Senate bills and
offers specific recommendations directed at a comprehensive solution to the employ-
ment disincentives.

PRESUMPTIVE DISABILITY UPON REAPPLICATION FOR 881

Two approaches have been introduced to assure that if reapplication for SSI
becom-s necessary due to an unsuccessful employment attempt, benefits will re-
sume in a timely manner. The administration proposed a one-year period following
the termination of cash benefits where the disabled individual will maintain disabil-
ity status. If the individual reapplies during this period benefits will begin as soon
as non-disability related criteria for eligibility is met. Non-disability related criteria
includes factors such as residency, living arrangements or restrictions on available
income and assets. H.R. 757 (Stark) proposed a five-year period following the termi-
nation of cash benefits where the recipient will be presumed to be under a disability
pending a formal determination of disability status. If the formal determination
finds that a disability does not exist, eligibility will cease but no overpayment will
be collected for the period in which the presumption of disability is granted.

The House passed H.R. 3464 combining the two concepts. After the termination of
cash benefits a recipient will retain disability status followed by a four-year period
where a presumption of disability will be granted pending a formal determination of
disability status. If it is determined that a disability does not exist, eligibility will
cease but no overpayment will be collected.

In the last Congress the Finance Committee passed a bill which granted a five-
year period of presumptive disability pending a formal determination. The Commit-
tee accepted a recommendation from the administration that no overpayment be
collected if it is eventually determined that a disability does not exist.

Section I of S. 591 will establish a five-year period of presumptive disability; yet it
will require the collection of an overpayment if it is determined that a disability
does not exist.

To achieve maximum administrative efficiency, we encourage the Finance Com-
mittee to amend Section 1 of S. 591 in a manner consistent with H.R. 3464. Thus,
the recipient will retain disability status for 12 months after cash benefits are
terminated and a presumption of disability will be granted if reapplication becomes
necessary in the next 48 months. If it is determined that a disability does not exist
eligibility will cease but an overpayment will not be collected.

BENEFITS FOR INDIVIDUALS WHO PERFORM SUBSTANTIAL GAINFUL ACTIVITY DESPITE A
SEVERE MEDICAL IMPAIRMENT

In the 95th Congress H.R. 12972 approached the employment disincentives issue
by redefining SGA to equal the "break even" point on the federal SSI benefit
schedule. The SGA earnings limit will be raised to the level at which an individual's
monthly countable earnings equal to the basic federal SSI benefit. With the SSI
benefit of $207 per month the SGA level will be raised from $280 per month to $497
per month. The Finance Committee expressed significant concern that such action
may encourage increased dependency by individuals with less severe impairments.
The Committee also expressed concern that redefining SGA may impact upon the
Title II Disability Insurance Program.

After studying the issue, the Finance Committee reported out a bill which mini-
mized the potential for new eligibles and avoided any precedent which may impact
on the Disability Insurance Program. Section 3 of S. 591 follows the principles
supported by the Committee last year. In essence, eligibility for SSI, Medicaid and
linked Title XX services are continued for certain individuals regardless of engaging
in SGA. In the current process of adjudicating disability claims, a disability may be
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determined if an individual meets specific medical criteria prescribed in regulation
by the Secretary of Health, Education and Welfare, or has an impairment of
equivalent severity. Other individuals are determined to be under a disability if
they have a medical impairment which does not meet or equal the criteria, but
when combined with vocational factors which are extremely adverse it prevents the
individual from performing work activity above the SGA level. Utilizing this distinc-
tion in the existing adjudicative process, S. 591 continues eligibility for essential
benefits and services only for individuals who meet or equal the medical criteria
prescribed by the Secretary.

We support Section 3 of S. 591 because it is responsive to the needs of persons
with severe impairments and does not create the potential for unintentionally
opening the SSI program to individuals with less severe impairments.

Yet, to assure appropriate consideration of the employment barriers for the full
SSI population, we urge the Finance Committee to recognize the need for research
and demonstration projects and to authorize the Secretary of Health, Education and
Welfare to waive any ruirements, conditions or limitations of Title XVI (SSI) for
specified purposes. H.R. 3464 does provide for cooperative research and demonstra-
tion projects.

EXCLUSION OF CERTAIN WORK EXPENSES IN DETERMINING SUBSTANTIAL GAINFUL
ACTIVITY

H.R. 3464 and S. 591 propose a revision to the definition of substantial gainful
activity. A similar provision exists in H.R. 3236 (Pickle) which addresses reform of
the Title II Disability Insurance Program. The following paragraphs discuss the
proposed revision as it should apply to both Supplemental Security Income (SSI) and
Disability Insurance (DI).

In the consideration of work expenses, both Houses of Congress have expressed a
valid concern. For purposes of determining ability to engage in SGA, a distinction
must exist between disability-related work expenses and work expenses common to
the unimpaired worker, such as union dues, uniforms, taxes and other items. The
Senate Finance Committee report on H.R. 12972 suggested that it is inappropriate
for disability status to be influenced by nondisability related work expenses. In H.R.
3464, the Committee on Ways and Means acknowledges that only disability related
expenses should be excluded from earnings in determining if an individual is
engaged in SGA.

We recognize the legitimate limitation of considering only disability related work
expenses in determining ability to engage in SGA.

However, under the provisions of S. 591 the cost of any services, care or items
referred to in Section 4 are only excluded from consideration if purchased directly
by the recipient. Disability-related needs are not considered if they are furnished
without cost to the recipient. If a true determination of ability to engage in SGA is
to exist, then the need for exceptional services must be the dominant factor. For
purposes of determining the ability to engage in SGA, the funding source is not
relevant.

Failure to disregard impairment-related work expenses regardless of who pur-
chases the items or services will create a "revolving door" for SSI recipients. For
example, if the costs of attendant care pd for by Title XX were not disregarded in
determining SGA, an individual could los5e 5I eligibility because of earnings about
the SGA limit. As a result of losing SSI eligibility, the person could become ineligi-
ble for Title XX attendant care services which he or she needs in order to work. If
the person continued working, the cost of necessary attendant care would have to be
paid out of earnings. If the out-of-pocket impairment-related work expenses were
disregarded for purposes of redetermining SSI eligibility, the person could then
requalify for SSI benefits. The renewed SSI eligibility would requalify the individual
for Title XX attendant care services, which would create a second termination of
SSI eligibility.

To prevent this "revolving door" dilemma in the determination of SGA, impair-
ment-related services, care or items referred to in Section 4 of S. 591 must be
disregarded whether or not paid for by the disabled individual. In the development
of HR. 3464, the administration recommended excluding impairment-related ex-
penses regardless of who purchased the services. Also, Section 4 of S. 591 specifically
excludes from consideration as impairment-related items and services "routine
drugs or other routine medical care and services". We recommend clarification of
this sentence by adding .. . unless such drugs or services are necessary for control
of the disabling condition." This amendment would allow such items as routine
medication for the control of an epileptic condition to be considered as impairment-
related expenses in the deter-mination of SGA.



176

EXCLUSION OF WORK EXPENSES IN DETERMINING BENEFIT AMOUNT

While S. 591 provides for the exclusion of certain impairment-related expenses in
determining disability status, these expenses are not considered in determining the
benefit amount. The intent of the SSI program is directed at assuring aged, blind
and disabled individuals they will be able to meet subsistence needs. Accordingly,
the process of determining the benefit amount must be based on earnings which are
actually available to meet the recipient's needs. Under current law, the blind
recipient may disregard from earnings any amount reasonable attributable to the
earnings of that income. The disabled recipient has no similar disregard for reason-
able work expenses.

The disabled community has consistantly stated that they are seeking a consider-
ation of work expenses which provides exclusion of necessary expenses in a manner
which is equitable to the taxpayer. In principle, the recipient should retain 50
percent of new income, and 50 percent should be returned to the taxpayer by a
reduction in the recipient's benefit amount.

To accomplish this objective we support the process specified in H.R. 3464. In
general, the existing disregard from earnings of $65 per month would be applied.
Then, the cost of the impairment related services, care or items specified in section
4 of S. 591 would be disregarded if they were purchased by the recipient. Rather
than performing the administratively awkward task of itemizing common work
expenses (which is current practice for the blind recipients), 20 percent of gross
earnings would be disregarded for such expenses as mandatory payroll deductions,
uniforms and union dues. Finally, the existing disregard of 50 percent of the
remaining earnings would be maintained and 50 percent would be reduced from the
recipient's benefit amount.

This process is more restrictive than the work expense exclusion provided to the
blind. Under current law the order of exclusions is more liberal for blind recipients.
Specifically, the blind disregard the first $65 per month of earnings. Then, 50
percent of the remaining earnings are excluded. Before 50 percent is returned to the
taxpayer by reducing the benefit amount, all reasonable work expenses are itemized
and excluded from consideration as income. Thus, the benefit reduction varies
between 0 percent to 50 percent of the remaining income, depending on the amount
of work expenses. Clearly, there is no assurance that the recipient and the taxpayer
will receive equal percentages of the net income.

In the 95th Congress, the Senate Finance Committee reported favorably on the
amended H.P. 12972 which included the disregard of attendant care expenses in
determining benefit amount. As the Senate discussed the Supplemental Security
Income Disability Amendments of 1979, we urge the Members to recognize the
equity for Loth recipients and taxpayers inherent in the work expense provisions
specified in H.R. 3464.

MEDICAID AND TITLE XX SERVICES

Two Senate Bills, in combination, provide a comprehensive approach to resolving
the existing employment barriers in Medicaid and Title XX: S. 591 and S. 603.

It is essential that the Senate act on both bills to protect the delivery of necessary
medical assistance and social services for individuals with severe impairments.

S. 591 provides the fundamental assurance that the severely impaired recipient
who engages in SGA will not be penalized by having access to fewer services than
the unemployed recipient. Section 3(b) of S. 591 provides for purposes of Title XX
and Title R, individuals who establish eligibility on the basis of medical severity
will be considered categorically linked to SSI if they meet all non-disability stand-
ards, except earnings. In general, this linkage will continue until the Secretary
determines that the loss of the benefits or services will not jeopardize the individ-
ual's ability to continue employment.

Since all nondisability requirements, except earnings, must be met before S. 591
protects a recipient, severely impaired individuals with a source of unearned income
in excess of the SSI benefit will not be relieved of the employment disincentives.

However, federal law (Title XIX-Medicaid) grants states the option to provide
medical coverage to "medically-needy" individuals with income in excess of the SSI
benefit level. Through a spend downprocess, the excess income is applied toward
the recipient's medical needs before Medicaid coverage is granted. I the recipient
meets the definition of disability set forth in Section 1614 of the Act (SSI), the State
receives at least 50 percent federal matching funds for Medicaid services provided to
the medically-needy recipient.

Under current law, the federal financial participation is not provided if a state
continues Medicaid coverage to the medically-needy recipient who ceases to be



177

legally disabled due to engaging in SGA. The state must terminate the recipient's
Medicaid coverage or assume 100 percent of the costs for the medical services
provided to the recipient.

S. 603 would provide that for purposes of Title XIX, recipients with severe
impairments would be considered disabled regardless of engaging in SGA. The
provisions of S. 603 apply only to disability status. The recipient must still meet all
nondisability eligibility standards established by the federal or state governments.
The recipient must still apply all excess income toward his or her medical needs
before receiving Medicaid coverage.

Since continuation of Medicaid coverage to the medically-needy is a state option,
15 states do not provide such coverage. In the 35 states which do provide coverage to
the medically-needy, there is substantial variation in the state established eligibility
standards. Thus, S. 603 cannot guarantee adequate Medicaid coverage to recipients
in all states as the federal government does not, under current law, have the
authority to establish uniform standards for the medically-needy.

In conclusion, S. 603 will facilitate a gradual reduction in Medicaid coverage as a
recipient's income increases by continuing federal support for services provided to
severely impaired individuals who engage in SGA. Although S. 603 cannot mandate
Medicaid coverage, it does remove the disincentive for states which elect to include
coverage for such medically-needy individuals in their Medical Assistance Program.
Section 3(b) of S. 591 will provide the fundamental assurance that no severely
impaired individual will be penalized for attempting employment. By maintaining
the categorical linkage to SSI, S. 591 will protect recipients in all states (except
Arizona which has no Medicaid program).

We strongly support S. 603 and Section 3(b) of S. 591.

ELIMINATING THE DEEMING FROM A PARENT FOR STUDENTS BETWEEN 18 AND 21

Under current law, students between 18 and 21 who reside in the household of
their parent may be ineligible for SS[ because the income and resources of the
parent is attributed to the student in determining eligibility. Except for students,
deeming from parent to child stops at age 18. Thus, if a recipient between 18 and 21
does not attend school, he or she does not deem the parent's income or resources. If
the same recipient attends school, deeming does occur and SSI eligibility is jeopard-
ized. To prevent this disincentive to complete education, H.R. 3464 eliminates the
deeming from parent to child at age 18.

We urge the Senate to similarly remove the disincentive for a recipient between
18 and 21 to complete his or her education.

Senator MOYNIHAN. Now our last witness is Mr. Gary Lohn, who
is the vice president of public affairs of Control Data, Inc.

Senator DURENBERGER. Mr. Chairman, if I may, I have a brief
statement that I would like to have made part of the record.

Senator MOYNIHAN. We will make it part of the opening record,
if that is agreeable.

Senator DURENBERGER. I have known Gary Lohn for some years.
Senator MOYNIHAN. Would you like to put your statement in at

this point?
Senator DURENBERGER. Why don't I put it at this point in the

record?
[The prepared statement of Senator Durenberger follows:]

Several months ago, when the Disability Insurance Reform Amendments at
peared to be stalled in the House of Representatives, I introduced legislation, .
1643 which incorporated one section of the Amendments. My bill was prompted by a
concern about the disincentives in current law which inhibit the severly disabled
from returning to work. Some argue that the disabled do not return to work because
the disability programs provide so much in income that they have no incentive to
seek gainful employment. I am not convinced that this is the case. The real problem
lies in the fact that if a disabled person dares to rehabilitate themself and seek
work, that person is immediately cut-off from the benefits which they received while
disabled. The most serious drawback is the loss of Medicare benefits. The bill I
introduced would correct that problem by providing for a continuation of benefits.

Experts in the field of rehabilitation know the value of employment for the
disabled person. They also know the difficult problems that exist for the disabled
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person who seeks a job and, in so doing, jeopardizes the necessary health and
financial benefits he or she receives under the various public and private programs.

Widely recognized and most important is the fact that Social Security programs,
which provide monthly payments and medical protection, include highly restrictive
provisions that discourage and often prevent people from attempting gainful work.
Examples of these inhibitive provisions are:

The low earning level constituting substantial gainful activity;
Two consecutive years of receiving Social Security disability benefits required for

medicare eligibility;
One trial work period lasting nine months, and applicable once in a person's

lifetime; and
Re-entitlement to financial and medical benefits necessitates a second waiting

period, similar to the initial entitlement to benefits.
We can and must do more for people who are disabled. We must change the

restrictive provisions and promote improvements in the law to encourage employers
to provide employment alternatives to severly disabled persons. These programs can
be successful ventures for both the employer and employee, as one example demon-
strates.

In January, 1978, Control Data Corporation, headquartered in Minneapolis, devel-
oped Project "HOMEWORK." HOMEWORK is a homebound employment program
made possible through Control Data's computer-based education system called
PLATO. Through "HOMEWORK," a select group of Control Data's permanently
and totally disabled employees have re-entered the world of work.

Due to the encouraging results of the HOMEWORK experiment within Control
Data, other major corporations within the United States have expressed an interest
in havinF Control Data help them establish a HOMEWORK program for their
company s disabled employees.

The most significant obstacle HOMEWORK has encountered since its inception is
the disincentives currently contained in the Social Security regulations and law.
Even though each HOMEWORK has been declared permanently and totally dis-
abled by Social Security, the mere fact that each person attempts to work potential-
ly leads to a discontinuation of all financial and medicare benefits.

Passage of S. 1643 would remove legal obstacles to the disabled returning to
productive employment. Today we will hear from Gary Lohn, vice president of
Control Data, who will review how their program assists the disabled. I appreciate
the chairman providing us with an opportunity to present this important testimony.

Senator MOYNIHAN. I see, Mr. Lohn is from Minnesota.
Senator DURENBERGER. I want to be sure that you value as I do

both his perceptions of the problem we are dealing with here today.
We used to be in the corporate social responsibility business
together.

I particularly want to accent for members of the committee who
may not be as familiar as you are, Mr. Chairman, the work that
Control Data Corp. has done for a variety of persons, whom we
would think would have nothing to do with the use of computer
systems.

One of these is a computer system, which Gary will talk about
today, and you have a little orange brochure that you can glance at
while he is giving his 5-minute presentation.

I am very proud of Control Data and the witness that you are
about to hear.

Senator MOYNIHAN. We are very happy to have you, Mr. Lohn.
Please go right ahead.

STATEMENT OF GARY LOHN, VICE PRESIDENT OF PUBLIC
AFFAIRS, CONTROL DATA, INC.

Mr. LOHN. Thank you very much. It is a pleasure to be here.
In the interest of time, I will cover the highlights of the lengthier

written presentation.
Senator MOYNIHAN. Take your time.
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Mr. LOHN. I believe that Senator Long asked that we keep it
down to 5 minutes, and I think we can do that.

Also, as Senator Durenberger indicated, there is a brief brochure
available.

One of Control Data's primary business strategies is to identify
societal problems and address them as business opportunities. Con-
trol Data adopted this strategy some 12 years ago, and it has been
pursued vigorously and has proven sound.

Although we undertake some social programs because they are
the right thing to do, we view the major, unmet needs of society as
opportunities for business, generating profits, and providing jobs.

Most recently, Control Data has become involved in developing
special programs for persons who are severely disabled. It is Con-
trol Data's extensive involvement with these programs that has
permitted us to become aware of the disincentives facing persons
who are severely disabled, but who want to and who are qualified
to work.

The central program is Homework, and is based on Plato com-
puter-based education. It is important to note that Plato is a com-
puter-based interactive educational network system that allows stu-
dents to learn at their own pace. Students interact with the system
through a special terminal with a keyboard and a TV-like screen.

The objective of Homework is to provide training and employ-
ment alternatives to the severely disabled homebound population.
Currently, there are more than 2 million Americans classified as
being homebound because of a severe mental and/or physical dis-
ability.

Homework evolved within Control Data Corp. because we have
many severely disabled homebound employees. Tragically, this
same group of people has a wide range of unused skills and capa-
bilities. Therefore, a project was created to identify training and
job opportunities for them using Plato technology.

The first Plato terminal was installed in August 1978 in the
home of one of the first 12 homeworkers selected. The initial work
identified for the homeworkers to perform was designing, develop-
ing and evaluating educational courseware. Depending on their
interest, experience and skill, each participant was trained to per-
form one of these three functions via the Plato terminal. The end
product of Homework is educational courseware to be marketed by
Control Data and delivered via the Plato system.

Control Data has expanded homebound employment during 1979
making additions to the types of work performed that will include
computer programing, remote student tutoring and other functions.

It is important to emphasize that all of these people are totally
and permanently disabled per social security definitions, and most
are ineligible for State rehabilitation services due to the severity of
their disabilities.

Homework brings the Plato terminal into the home, providing
training and education as well as a means of communication for
the disabled person. A counselor participates in the computer net-
work along with the other employees. It is truly a network of
disabled persons with varying disabilities learning different skills
at different rates, but sharing the learning experience.
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Homework is not intended to be restricted to Control Data em-
ployees. On the contrary, Homework will become an employment
alternative for the disabled population throughout the Nation. In
fact, other major employers have contacted us to assist them in
developing a program like Homework for their disabled population,
which we view as a business opportunity.

Control Data's experience with homework is most encouraging.
Some of the benefits are as follows:

Health care costs for the Homework participants have decreased
50 to 75 percent.

Self-concept and confidence levels have increased substantially.
Improvement in family relations has occurred.
Higher level of self-care is realized.
Enhanced intellectual and cognitive functioning is apparent.
These preliminary findings parallel results from a 7-year study

on homebound rehabilitations sponsored by the Federation of the
Handicapped and funded by the Department of Health, Education,
and Welfare.

Our major problem with the Homework program relates not to
the ability or enthusiasm for work, but to the impact this program
has on individual insurance benefits, both public and private. As
we initiated the Homework program, we sought and received coop-
eration from private insurance carriers to safeguard the Homework
participants from losing their benefits. However, current social
security legislation prohibits the same flexibility within the public
sector.

Because of the tremendous anxiety felt by each Homework par-
ticipant over the thought of losing his or her social security bene-
fits, Control Data has guaranteed to reimburse each participant his
or her total social security disability insurance benefit should it be
discontinued as a result of the individual's participation in Home-
work.

Obviously, this program cannot significantly impact the 2.8 mil-
lion social security disability insurance recipients with these re-
strictions. The disincentives for both the disabled person and a
private employer are too great.

Control Data is pleased to see the Congress address the many
disincentives now inherent to social security law. We are convinced
that changes must be bold and far reaching. Based on our experi-
ence, we would suggest that the following provisions be included in
the legislation enacted by the Congress.

First, substantial gainful activity demonstration projects as iden-
tified in H.R. 3236, H.R. 3464, and S. 1643 should be broad enough
to include a cooperative partnership between the public and pri-
vate sectors in addressing substantial gainful activity levels and
trial work periods. Participation of the private sector and disabled
individuals must not only be encouraged, but should be driven with
attractive incentives for all parties included.

Second, the amount of money people can earn without losing
thor social security benefits should be at least at the level current-

Jy' 0P psed in H.R. 3464. H.R. 3236 should contain similar lan-
'ird. Control Data believes that the risks are too great for a

severely disabled person to seek employment unless there is a
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legislation enacted that permits both a reasonable level of earned
income and social security disability insurance benefits. While the
specifics of reasonable levels are beyond the scope of this discus-
sion, some meaningful level is required of earned income.

Fourth, extraordinary work expenses due to a severe disability
must be excluded from earnings when figuring substantial gainful
activity. Examples of these work expenses include attendant care
services, medical equipment, protheses and similar items and serv-
ices which are essential in carrying out not only his or her employ-
ment responsibilities, but also his or her normal daily functions.

Fifth, the waiting period for medicare eligibility, currently 2
consecutive years after financial eligibility is determined, should be
nonconsecutive and made shorter than the 2 years now required
and still being proposed. For those who have previously qualified
for social security disability insurance and medicare, and have
subsequently returned to work only to fail, the waiting period for
reinstatement of both social security disability insurance and medi-
care should be reduced to zero. This would significantly reduce the
risks facing a disabled person seeking to at least try meaningful
employment once again.

It is apparent that social security legislation being considered by
this committee does contain many salient components that will
provide the incentives for persons severely disabled to seek and
retain meaningful employment. However, we recognize that the
Congress may not be ready at this time to incorporate all the
necessary changes into one major bill. As an interim measure, we
are pleased to support legislation such as S. 1643 authorized by
Senator Durenberger of Minnesota, which proposes cooperative re-
search and demonstration projects.

We feel such legislation should explicitly state its legislative
intent to not merely allow, but encourage private sector participa-
tion in these research and demonstration projects.

We are convinced that within a few years of experience with
these cooperative research and demonstration projects, sufficient
knowledge will be gained to provide the valuable data required to
consider permanent legislative changes.

We thank you for the opportunity to present our views.
Senator MOYNIHAN. Mr. Lohn, witnesses like you make Senators

like me wish we were from Minnesota. [Laughter.]
Mr. LOHN. Thank you, sir.
Senator MOYNIHAN. Senator Durenberger?
Senator DURENBERGER. I appreciate that.
Senator MOYNIHAN. I would like to thank Mr. Lohn so much for

a touch of reality from the point of view of the employer.
Would you tell us just a little more about some of the number.

Do I take it that Homework is a program whereby you first train,
and then employ persons to use the training that they have ac-
quired?

Mr. LOHN. That is true.
Senator MOYNIHAN. What kind of work do they do?
Mr. LOHN. We currently have the program operating in th).'ee

different phases. We are in the training phase in all of them at this
point, partly because instead of giving salaries, which contradicts
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the social security rules, we give training stipends to the people
involved.

The first group is involved with the Plato terminal I described in
creating course material that we will be developing.

Senator MOYNIHAN. They are working with other people in Con-
trol Data just like students in laboratories learning how certain
kind of instruction can best get done. Is that it?

Mr. LOHN. Yes; they are working each in their own home all
over the country-there are 12 of them involved in that first
phase-with a couple of people in our headquarters in Minneapolis
who, through the on-line communication capabilities of the termi-
nal, can interact with them immediately. So it is virtually the
same as being in the laboratory.

Senator MOYNIHAN. In training these people, are you also learn-
ing what is involved in training such persons?

Mr. LOHN. We are training these people to be developers of
course material for our education business.

Senator MOYNIHAN. They, themselves, will be the developers?
Mr. LOHN. Yes; they will be, and they have nearly completed. By

the end of this month, we will have completed a 15-hour course on
the Pascal computer programing language. It is not all computer
people who are in the program, I should point that out. There is a
second group of people who will be in jobs as computer programers
when they complete their training.

Senator MOYNIHAN. I see, you have people who may have mobil-
ity disabilities, and things like that, but who are quite up to becom-
ing instructors in teaching people how to use a computer program,
and learn a computer language which they would, thereupon, use
in some other work.

Mr. LOHN. Yes; or to do computer programing.
I should emphasize that each of these persons will be employed

in their home, long term.
Senator MOYNIHAN. The Homework is, in that sense, handed out

like women used to take sacks home and sew them as homework.
Mr. LOHN. I guess that this is an analogy; yes.
Senator MOYNIHAN. People used to work in their home all the

time. Women used to take work home from factories, sewing and
the like.

Mr. LOHN. With modern technology, that is a very easy thing to
do.

Senator MOYNIHAN. They are working at their console in their
home like they might be working at it in downtown Minneapolis.

Mr. LOHN. Yes; at their own pace, and at their own time. The
jobs are structured so that they can be performed that way. Inter-
estingly enough, we expected when we started that people might
work about 20 hours per week, and most of them are working
over 30 hours per week, and some of them much, much more.
So we are very excited about the way they have responded to
that opportunity.

Senator MOYNIHAN. I see that Senator Dole is here, and knowing
that we have to be on the floor at 4 o'clock, let me turn to him
right away.

Senator Dole has been one of the stalwarts of these endeavors in
this committee. This year, as last year, we are going to get a bill,
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but this year, unlike last year, we will get one that will make a
difference, I think.

It would be very helpful to us if we could get on the record some
specifics here. Please describe for someone who does not fully un-
derstand it how the programing work gets to the worker. It is not
like the woman in the 19th century who took sacks home to sew.
She would go to the factory and get the sacks, or maybe they
brought them around to her.

Mr. LOHN. It is all transmitted by the computer terminal itself in
the case of the coursework development activity.

Senator MOYNIHAN. Describe for us, as you envision it, the proc-
ess when it is mature. The programing is a different function than
that of actual accounting work done with computers. It is, in effect,
setting up the account.

How do you transmit the work? Is it through printouts, which
the person then works from?

Mr. LOHN. It can be done either with printouts or via a CRT
terminal instead of printing it. We will have, for the people doing
computer programing work, both vehicles in the home available to
the participants. Typically, the work can be transmitted electroni-
cally. The written material may come back in the mail, or vice
versa. But the key thing is that they are all tied together in this
electronic network with terminals in the homes and the computer
main frame in Minneapolis.

Senator MOYNIHAN. Give us a touch of reality, Mr. Lohn. Control
Data has the job, what kind of a job is it, what does it do?

Mr. LOHN. Essentially, computer programing is taking some ex-
isting data and putting it into an electronic format, either writing
a program or operating a program. I guess that work can be done
at the person's home as well as it can be done in an office.

Senator MOYNIHAN. Would that be figuring out the bills for the
local electric utility company, or would it be figuring out some of
their accounts, for example?

Mr. LOHN. It could be almost any type of skill that is related to
the computer industry. It could be doing some programing related
to construction analysis of a new bridge, or a variety of kinds of
work.

Senator MOYNIHAN. Such things as traffic flows downtown, and
things like that.

Mr. LOHN. Yes.
Senator MOYNIHAN. This is work that Control Data does. That is

what you do, you do that work for people.
Mr. LOHN. Yes.
Senator MOYNIHAN. You sell them this service, and you find that

it can be done by the handicapped, who can do it at their home.
You do not actually have this on line, but you are well into the
development process, and you expect to have people working at it.

Mr. LOHN. Yes. In the case of the programing job, which is the
second phase of the program, we now have all of the people in that
computer programing training course, which is delivered in their
home via the terminal. At the point in time that they are qualified
computer programers, some of whom will be ready within a month,
and they have only been in it for a couple of months, because it is



184

individualized education, we will be doing programing work from
home.

The first phase of people have been involved in developing course
material, developing questions for tests related to the delivery of
that course, and other similar functions from their home
electronically.

Senator MOYNIHAN. I get you.
I note that you said that you gave training stipends to these

persons because the existing SSI legislation would preclude your
paying them enough, the consequences of payment being the loss of
medical benefits primarily. That clearly is an absurd arrangement.

Mr. LOHN. We learned something in that process certainly.
Senator MOYNIHAN. You found that the prudential consider-

ations of these persons who you want to put to work were such
that at this point they could not take a job. They could take
training, and accept training which is something that a company
can give away.

Mr. LOHN. Existing social security disability insurance provi-
sions, created substantial risk for disabled people to enter Home-
work. So the assurance we gave to our employees was that, as their
employers we would underwrite any losses in SSDI benefits they
would incur as a result of their participation in Homework.

Senator MOYNIHAN. That is something that Control Data can do,
but a local department store had better be careful.

Mr. LOHN. The point is that without the kind of legislative
changes that we are talking about here today, the whole notion of
expanding this kind of opportunity to 2 million homebound dis-
abled is going to be severely limited.

Senator MOYNIHAN. That insurance risk is something a firm of
your size could assume, but a small business could not be reason-
ably expected to take that on. It would not have any insurance at
that point.

Mr. LOHN. That is true.
Senator MOYNIHAN. That is very clear to us. That is why we

have these bills before us, and we mean to go ahead with them.
Senator Durenberger, would you like to say something in

closing?
Senator DURENBERGER. I appreciate your interest, Mr. Chairman,

and your own sense of reality. I appreciate very much the fact that
I know you know that we don't dream up solutions to problems.
The ideas and suggestions for S. 1643, which is not the complete
way to solve all these problems, but I think a realistic way, came
principally from the people at Control Data who have been work-
ing with this problem for the last 2 years.

Senator MOYNIHAN. Another example of the corporate influence
in the Finance Committee.

The much awaited hour has arrived, and we have to go back and
fuss with the House of Representatives about the continuing reso-
lution to keep the Government going at all, however so badly.

Senator Dole, did you want to say something?
Senator DOLE. I am just sorry that I missed some of the wit-

nesses. I was here yesterday, and we had a good discussion. I am
certain that you have had another good discussion today. I have
inquired if there were comments made in reference to S. 591. I
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understand some of the witnesses did comment on that legislation,
and I look forward to reading the record.

Thank you.
[The prepared statement of Mr. Lohn follows:]

STATEMENT By GARY H. LOHN, VICE PRESIDENT, PuBuc AFFAIRS CONTROL DATA
CORP.

Mr. Chairman and members of the Senate Finance Committee, I thank you for
allowing me to address this session on such an important and critical issue: the
rehabilitation of this nation's severely di&,bled population.

I am Gary H. Lohn, Vice President of Public Affairs for Control Data Corporation
in Minneapolis, Minnesota. I am accompanied by Kenneth L. Anderson, Manager of
Control Data's homebound employment program, HOMEWORK. As you know, there
is an increasing taxpayer resistance to government spending which is adversely
impacting the required public funding. There is, in addition, the increasing competi-
tion for the existing dollars as advocates for a number of movements sharpen their
lobbying skills. The result is an on-going struggle for dollars to support the pro-
grams that can help handicapped persons achieve their greatest potential and
independence. As that public sector funding fails to increase (or even keep up), a
larger role emerges for the private sector. As a recent Health, Education and
Welfare report indicates: "The private sector role in developing and providing
services must have greater recognition as federal and other government funding
becomes more restrictive." The time is long overdue for a more aggressive partner-
ship between the public and private sector in order to address major societal
problems.

One of Control Data's primary business strategies is to identify societal problems
and address them as business opportunities. Control Data adopted this strategy
some twelve years ago. It has been pursued vigorously and has proven sound.

Although we undertake some social programs because they are "the right thing to
do", we view the major, unmet needs of society as opportunities for business,
generating profits and providing jobs. Some examples of Control Data's programs
that address major social needs include: (1) Building manufacturing facilities within
deteriorating inner cities and creating new employment opportunities. (2) Providing
computer technology and managerial resources to improve the delivery of health
care services on Indian Reservations. (3) Providing computer-based education pro-
grams to prepare young, disadvantaged, unemployed persons to get and keep a job.

More recently Control Data has become involved in developing special programs
for persons who are severely disabled. It is Control Data's extensive involvement
with these programs that has permitted us to become aware of the disincentives
facing persons who are severely disabled, but who want to and who are qualified to
work.

The central program is HOMEWORK and is based on PLATO computer-based
education. It is important to note that PLATO is a computer-based interactive
educational network system that allows students to learn at their own pace. Stu-
dents interact with the system through a special terminal with a keyboard and a
TV-like screen.

The screen presents lessons stored in the computer in the form of graphs, draw-
ings, text and photographs. Audio features allow material to be presented in this
mode. There is the potential for many modifications to adapt PLATO for use by
persons whose disabilities vary over a wide range. One of the most important
features of PLATO is the ability for students to communicate with one another-
that is, peer interchange whereby they can readily help each other. Instructors also
communicate with students and vice versa. Instructors and students involved in the
same course can be located in different parts of the country.

The objective of the HOMEWORK program is to provide training and employ.
ment alternatives to the severely disabled homebound population. Currently, there
are more than two million Americans classified as being homebound because of a
severe mental and/or physical disability.

HOMEWORK evolved within Control Data Corporation because we have many
severely disabled homebound employees. Tragically, this same group of people has a
wide range of unused skills and capabilities. Therefore, a project was created to
identify training and job opportunities for them using a PLATO terminal.

The first PLATO terminal was installed in August 1978 in the home of one of the
first twelve homeworkers selected. The initial work identified for the homeworkers
to perform was designing, developing and evaluating educational courseware. De-
pending on their interest, experience and skill, each participant was trained to
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perform one of these three functions via the PLATO terminal. The end product of
HOMEWORK is educational courseware to be marketed by Control Data and deliv-
ered via the PLATO system.

Control Data has expanded homebound employment during 1979, making addi-
tions to the types of work performed that will include computer programming,
remote student tutoring and other functions.

HOMEWORK bring the PLATO terminal into the home-providing training and
education as well as a means of communication for the disabled person. A counselor
participates in the computer network along with the other employees. It is truly a
network of disabled persons with varying disabilities learning different skills at
different rates but sharing the learning experience.

HOMEWORK is not intended to be restricted to Control Data employees. With
progressive legislative change, HOMEWORK will become an employment alterna-
tive for the disabled population throughout the nation. In fact, other major employ-
ees have contacted us to assist them in developing a program like HOMEWORK for
their disabled population.

Control Data's experience with HOMEWORK is most encouraging. Some of the
benefits are as follows:

Health care costs for the HOMEWORK participants have decreased 50 percent to
75 percent. Physicians of HOMEWORK participants are telling their patients that
because of HOMEWORK, regular visits to the doctor are no longer necessary. A
physician from Dayton, Ohio stated, "I think HOMEWORK is a tremendous pro-
gram . . . Control Data has given my patient something I never could-a new
interest in life and a new meaning. She is gloriously happy that there is a possibil-
ity to make her own way in the world again, and be independent of government and
insurance company handouts."

Self-concept and confidence level have increased substantially,
Improvement in family relations have occurred.
Higher level of self-care is realized.
Enhanced intellectual and cognitive functioning is apparent.
These preliminary findings parallel the results from a seven year study on home-

bound rehabilitation sponsored by the Federation of the Handicapped and funded by
the Department of Health, Education and Welfare.

Our major problem with the HOMEWORK program relates not to the ability or
enthusiasm for work, but to the impact this program has on individual insurance
benefits, both public and private. As we initiated the HOMEWORK program we
sought and received cooperation from private insurance carriers to safeguard the
HOMEWORK participants from losing their benefits. However, current Social Secu-
rity legislation prohibits this same flexibility within the public sector. Because of
the tremendous anxiety felt by each HOMEWORK participant over the thought of
losing his or her Social Security benefits, Control Data has guaranteed to reimburse
each participant his or her total Social Security Disability Insurance benefit should
it be discontinued as a result of the individual's participation in HOMEWORK.

Obviously, this program cannot significantly impact the 2.8 million Social Secu-
rity Disability Insurance recipients with these restriction. The disincentives for both
the disabled person and a private employer are too great.

When I speak of disincentives, I mean the barriers or obstacles that prevent a
disabled person receiving Social Security Disability Insurance benefits from becom-
ing employed. These substantial barriers include:

The fact a disabled person is only allowed to earn a maximum of $280 per month
(the amount defined as substantial gainful activity) before his/her benefits are
jeopardized.

The fact a disabled person has only one trial work period in his/her lifetime.
The fact a disabled person must wait two consecutive years after becoming eligi-

ble for Social Security Disability Insurance benefits to be eligible for Medicare.
The fact a disabled person who attempts employment, and, after losing his Social

Security benefits plus Medicare, fails to remain employed, must again go through
the same two year wait for Medicare.

And finally, even if all the above conditions were remedied, a disabled person in
need of special attendant care, or medical services such as prosthesis still probably
could not afford to work unless the costs directly related to maintain him/her were
exempt from actual earnings when figuring substantial gainful activity.

Control Data is pleased to see the Congress address the many disincentives now
inherent to Social Security law. We are convinced that changes must be bold and
far-reaching. Based on our experience, we would suggest that the following provi-
sions be included in legislation enacted by the Congress:
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1. Substantial Gainful Activity Demonstration Projects as identified in H.R. 3236,
H.R. 3464 and S. 1643 should be broad enough to include a cooperative partnership
between the public and private sector in addressing Substantial Gainful Activity
levels and trial work periods. Participation of the private sector and disabled indi-
viduals must not only be encouraged, it should be driven with attractive incentives
for all parties included.

2. The amount of money people can earn without losing their Social Security
benefits should be at least at the level currently proposed in H.R. 3464, H.R. 3236
should contain similar language.

3. Control Data believes that the risks are too great for a severely disabled person
to seek employment unless there is legislation introduced that addresses an offset or
earned income with Social Security Disability Insurance benefits. While the specif-
ics of such an offset are beyond the scope of this discussion, some meaningful level
is required.

4. Extraordinary work expenses due to a severe disability must be excluded from
earnings when figuring Substantial Gainful Activity. Examples of these work ex-
penses include attendant care services, medical equipment, protheses and similar
items and services which are essential in carrying out not only his/her employment
responsibilities, but also his/her normal daily functions.

5. The waiting period for Medicare eligibility (currently two consecutive years
after financial eligibility is determined) should be non-consecutive and made shorter
than the two years now required and proposed. For those who have previously
qualified for Social Security Disability Insurance and Medicare, and have subse-
quently returned to work only to fail, the waiting period for reinstatement of both

ial Security Disability Insurance and Medicare should be reduced to zero. This
would significantly reduce the risks facing a disabled person seeking to at least try
meaningful employment once again.

It is apparent that Social Security legislation being considered by this Committee
does contain many salient components that will provide the incentives for persons
severely disabled to seek and retain meaningful employment. However, we recog-
nize that the Congress may not be ready at this time to incorporate all the neces-
sary changes into one major bill. As an interim measure, we are pleased to support
legislation such as S. 1643 authored by Sen. Durenberger of Minnesota which
proposes cooperative research and demonstration projects. We feel such legislation
should explicitly state its legislative intent to not merely allow, but encourage
private sector participation in these research and demonstration projects. We are
convinced that within a few years of experience with these cooperative research and
demonstration projects, sufficient knowledge will be gained to provide the valuable
data required to consider permanent legislative changes.

Mr. Chairman, thank you for opportunity to present Control Data's views on this
critical issue.

Senator MOYNiHAN. We will look forward to marking up legisla-
tion. We thank all our witnesses. We are particularly graced by the
presence of the former Secretary of HEW, the incomparable and
indomitable Wilbur Cohen.

[Whereupon, at 3:55 p.m., the committee adjourned, subject to
call of the Chair.]

[By direction of the chairman the following communications were
made a part of the hearing record.]

STAT MENT OF NATIONAL FARMERS UNION

Mr. Chairman and Members of the Finance Committee, I am Ruth E. Kobell,Legislative Assistant for the National Farmers Union, a membership organization
of 350,000 farm families.

We are seriously concerned about the consequences of H.R. 3236 which would
make major changes in the worker disability coverage provided by the present
Social Security program. We want to express our opposition to the bill which you
are now considering. We believe it would make unwise and unnecessary cutbacks in
disability benefits for those most in need. Further, we believe it would destroy the
people's confidence that the benefits for which they pay their Social Security payroll
taxes would be maintained and would not be reduced at the whim of Congress or by
a temporary shift in the political climate.
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Farming is one of the most hazardous of occupations and young beginning farm-
ers who become disabled would be among the victims of this bill. They would be
condemned to a lifetime of poverty and desperation.

Disability insurance, as it has been managed by the Social Security Administra-
tion, has been a conservative program with only those who are permanently and
totally disabled qualifying for benefits. There is usually no hope that the disabled
person can be rehabilitated and return to an occupation that would provide suffi-
cient income for the disabled worker and a family.

The reduction in benefits proposed in H.R. 3236 may save some money for the
U.S. Treasury, but it would be at the expense of the young families of disabled
workers. It would be a severe handicap in the maintenance of stable homes and
families.

The Board of Directors of the National Farmers Union approved a resolution on
June 14, 1979, at a meeting in St. Paul, Minnesota, opposing the passage of H.R.
3236. In their resolution, Board Members stated that they felt that, although there
might be some savings to the Social Security system as a result of this bill, the
savings were not sufficient to justify the severe hardships which it would bring to
the lives of disabled workers, those most in need of help.

NATIONAL MULTIPLE SCLEROSIS SOCIETY,
Washington, D.C., October 11, 1979.

Hon. RUSSELL B. LONG,
Chairman, Finance Committee,
U.S. Senate, Washington, D.C.

DEAR MR. CHAIRMAN: Enclosed is the testimony of the National Multiple Sclerosis
Society concerning H.R. 3236. The denial of our request to testify surprised us, but
we accept the assurance in the telegram indicating that our written statement will
be "given the same consideration as though delivered orally".

We have concentrated our statement on what we oppose in H.R. 3236 because the
issue of the cap on family benefits and the reduction of low earning dropout years
would have such a harsh and discriminatory impact on persons who become dis-
abled by Multiple Sclerosis. We intend to communicate with you and other members
of'the Finance Committee prior to markups concerning our support of many of the
legislative changes as proposed in H.R. 3464, H.R. 3236, S. 591, S. 603, and S. 1643,
especially as they focus on the partial removal of present work disincentives. Our
separation of testimony and subsequent communications is for the purpose of con-
veying our view that no bill with Sections 2 and 3 of H.R. 3236 is supportable, even
if it contains the best of all the other sections and bills.

The National Multiple Sclerosis Society is proud of its 34 year record on behalf of
the one half million citizens who have MS or closely related neurological disorders.
We have received splendid support from the public because we commit most of these
charitable contributions to biomedical research concerning the cause and cure, and
to direct services to persons affected by MS. We have chapters serving every county
in the Nation, and send a newsletter to about half of our estimated 900,000 contrib-
utors. Our National Board of Directors includes some of the Nation's most promi-
nent business and community leaders.

Persons who have MS, family members, voluntary leaders and staff of our Society,
have been substantially involved in formulating and communicating the position of
our Society on this issue. The matter is of extraordinary importance to us.

Sincerely yours, SYLVIA LAWRY,
Executive Director.

WRITTEN TESTIMONY BY THE NATIONAL MULTIPLE SCLEROSIS SOCIETY, MIss SYLVIA
LAWRY, ExECUrTIVE DIRECTOR

Mr. Chairman and members of the Committee, on behalf of the National Multiple
Sclerosis Society and the estimated one-half million citizens of this country who
have been, or will be, affected by MS, as well as their families, and including
citizens and their families afflicted with closely related neurological disorders, we
appeal for your attention and careful consideration of amendments to the Social
Security Disability Insurance law. If you take sufficient time on this matter, we
believe you will discover that:

1. Sections 2 and 3 of H.R. 3236 are insensitive and inappropriate remedies to the
problem of work incentives and will not produce the desired results.
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2. There is no need to rush legislation which reduces future benefits. It does not
produce savings in fiscal year 1980, and the DI trust fund is presently estimated to

in good shape for the next 75 years.
3. When the real facts finally break through, some of the misleading rhetoric on

the positions which are defendable before the general public as well as before
disabled constituencies will not include the contention that DI beneficiaries would
earn more (net or gross) by not returning to work if they are able. Such a situation
is almost impossible in the present law except in some unusual instances when the
maximum family benefits result in an income which is less than one-half of the
poverty level and also below what an employed individual would earn at the
"minimum wage" level.

4. Disabled citizens and representative organizations are very strongly in favor of
removing the work disincentives and improving the Social Security laws so that
disabled individuals can contribute to their family income when and as they are
able. We feel equally strongly about disabled individuals receiving insurance bene-
fits sufficient to survive in a dignified manner when they are simply unable to be
employed. H.R. 3236 does not meet this simple balance.

The National Multiple Sclerosis Society with chapters covering every county in
the Nation, is a not-for-profit organization which will raise about 30 million dollars
this year and spend nearly all of. it on biomedical research related to finding the
cause/cure, and for services to persons with MS. We have a proud and distinguished
record among the major national health agencies. We have been and are the
primary national group directly representing the interests of the estimated 500,000
persons with MS and closely related neurological conditions.

In this instance, we stand alongside every other agency we know representing
disabled citizens in firm opposition to the proposed Social Security Disability Insur-
ance Amendments as they come to you from the House, namely H.R. 3236.

Since MS is usually misunderstood, we are usually inclined to describe in some
detail how Multiple Sclerosis affects people. We are goind to skip most of that and
focus directly on how the proposed cap and the reduction of dropout years would
affect future beneficiaries with MS.

We have opposed Sections 2 and 3 of H.R. 3236 because we feel they would be
especially harsh on persons with MS and similar disabling conditions. While Section
2 (the cap on family benefits) would reduce benefits of "only" 25 percent of all
future disabled beneficiaries, it would affect more than one-half of future benefici-
aries, disabled by MS-and the reason is simple: MS usually strikes in the 20 to 45
year age bracket after people have started a career and begun a family.

Section 3 of H.R. 3236 (the reduction of dropout years) greatly diminishes one of
the present laws' important adaptations to the clinical course of multiple sclerosis
and other erratic and often progressively debilitating diseases. While this "adapta-
tion" was completely unintentional -that is, dropout years were introduced for
another purpose-it has tended to bring greater fairness to the calculation of
benefit levels for those citizens whose diagnosis is MS. What often happens is that
people with MS work an erratic pattern as the unpredictable exacerbations and
remissions and resultant functionally disabling conditions permit. This obviously
tends to produce some additional low earning years. Not infrequently, people with
MS will accept employment substantially below their skill level to compensate for
the effects of the disease or because of the general pattern of job discrimination.
This, too, reduces the basis for computing "averaged indexed earnings." Eliminating
or reducing the dropout years for people with MS would have the effect of creating
a new work disincentive-in total contrast to the basic focus of the legislation. We
favor a provision in the law which would protect persons diagnosed with MS from
the potential of reducing their future benefit level by continuing to work after the
disease begins to affect their capabilities; we believe such a provision could be
devised to cover many other "permanent" disabilities.

Most workers do not pay much attention to the benefit levels of Social Security
Disability Insurance because the chances are slight that they as individuals will
need to apply for disability benefits. And most conditions which cause disability do
not give direct warning or notice. Thus, most of the people who will be affected by
H.R. 3236 are presently non-disabled and are represented in this matter by their
labor union or church or organization looking out for their retirement and security
program in general or by people and groups who bring expertise and experience to
the field of Social Security law and regulations and programs. We represent people,
may of whom have already had several attacks from MS and who contemplate the
probabilities of their own future disability and need for these benefits.

For purposes of demonstrating how this proposed combination of cap on family
benefits and reduction of dropout years will affect persons disabled with MS, we

-_q8 0 - 79 - 13
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constructed a realistic but hypothetical case. It follows a young male college gradu-
ate who married at age 24, has two children by age 28, has steady career progress,
and then is hit by his first attack of multiple sclerosis. He works for another seven
years on an erratic basis as the disease permits. At the age of 35, with two pre-
teenagers, a wife not yet in the labor force, substantially increased medical and
other related expenses, and an absolute inability to hold a job or even function by
himself, he applies for Social Security Disability Insurance benefits. In nine of the
last 15 years, he has paid into the Social Security at the maximum amount, and was
very close to the maximum amount in another two of those years. Lower earnings
in the remaining four years were associated with attacks of MS and the need to
shift jobs several times as a direct result of the effects of MS, and possible to some
degree the job discrimination he faced as a result of MS. He applies for DI benefits
in January 1980, when he becomes unable to work or care for himself.

On a separate sheet, we are submitting the earning pattern of this case and the
various figures necessary to calculate what the man would be entitled to receive in
1980 in maximum family benefits according to the present law and also if H.R. 3236
becomes law. It shows that under present law he would receive $806.42 per month
in maximum family benefits (which will still be under the "Poverty level" for a
family of four in 1980). If H.R. 3236 became law, he would receive maximum family
benefits of $677.58 pr month; the difference between the present law and that
proposed by H.R. 3236 is $128.84 per month, even though no amount of benefit
reduction can be an effective incentive for this man to return to work since he
simply cannot.

While such a person as this case proposes would be at the high end of the benefits
level, under even the present law he would have an income which in gross dollars is
less than one-third of what he probably would have been earning if MS had not hit
him, and in this particular case, would have an income in real dollars of slightly
more than half of the average gross amount he earned in the previous years. After
one looks at the reduced expenses as a result of non-taxable benefits income and
elimination of work related expenses, as well as the increased expenses unique to
the disabling condition, including attendent care, transportation, barrier removal,
etc., a comparison of the "net" incomes to support his family are probably close to
the same proportion as the gross figures. The difference would be even greater if the
same man had earned some money after school and during the summer during high
school and/or college. The reason is that he would have more low earning years
which he could not "dropout."

The lower benefits resulting from the cap and/or the reduction of dropout years
also would affect persons with MS who have earned at average and moderate wage
rates. It would impact in a particularly destructive fashion on many young mothers
whose employment, family and personal lives have Leen greatly altered as a result
of MS; this is the case in spite of the provision related to dropout years while
mothers are caring for children under the age of six.

We believe the Committee members and staff should request of the Social Secu-
rity Administration case descriptions and actual earning records and benefit level
provisions for a number of somewhat typical disability situations. It is our very
strong conclusion that the more you are exposed to the real facts, the less accept-
able as public policy you will find the proposed changes of H.R. 3236.

We believe you will discover.
1. It is almost impossible to receive higher DI benefits than wages from returning

to work at the type of job one previously held. This is true even when all reasonable
assumptions about net income are considered.

2. People receiving DI benefits are among the most severely disabled citizens;
reducing benefits will not work as an incentive for most since they are simply
unable to be employed on a full time basis. What is needed is a stronger public
policy and program which enables such individuals to benefit from rehabilitation
whenever ible and subsequently to work part time or as their disability permits
without the threat of loss or reduction of future benefits. Removal of the disincen-
tives is only one aspect of a complete plan for dealing with this very difficult
problem.

3. Disabled individuals in general have incomes of about one-half the level of non-
disabled persons. Moreover, most severely disabled persons have incomes below the
poverty level, but would still be better off working than collecting DI benefits when
or if they are able to work.

4. For people with MS there are a number of work disincentives in the Social
Security Act, some of which would be reduced by the changes proposed in H.R. 3236.
But these improvements do not ameliorate or counterbalance the especially harsh
results which Sections 2 and 3 would have on persons with MS.
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Much of the rhetoric and even some of the studies and reports on this subject are
misleading or inaccurate or deceptive. For example, numbers of decision makers
and staffers in the House still believe it was necessary to support H.R. 3236 in order
to preserve the financial integrity of the trust fund, despite the fact that thp
trustees and even the Committee Report clearly indicate that is not the case.

Reducing benefits has been supported by some people primarily as another addi-
tion to the cost reductions for the fiscal year 1980 bud get estimates. In fact, it is not
until subsequent years when savings would occur according to the Committee Re-
port. The net effect of the bill for fiscal year 1980 is an increase of $25 million
according to the Congressional Budget Office cost estimate in the House Commit-
tee's Report. Therefore, consideration of this bill does not need to be rushed to
satisfy a budget resolution.

In conclusion, we want to reiterate the extraordinary concern we have with this
matter on behalf of people with multiple sclerosis and their families. We urge you
to outright reject H.R. 3263 and call for a new set of hearings in the second session
of the Congress with the purpose of devising a legislative remedy which will deal
with the problems in the present law without also doing real harm to many persons
who are very severely disabled and their families.

We believe there are better solutions. We are prepared now, or within the next
several months, to help devise better solutions. We appeal to this Committee to take
the time to get the true facts before you propose to change the Social Security
Disability Insurance benefit levels affecting some of the most severely disabled
citizens in ths Nation.

HYPOTHETICAL CASE OF A D1 BENEFICIARY WITH MULTIPLE SCLEROSIS WHO QUALIFIES
FOR BENEFITS AFTER JANUARY 1, 1980

Assume a male college graduate, married at age 24, with two children by age 28,
who experiences his first attack of MS at age 28. He continues to work when he is
physically able thereafter as he experiences periods of exacerbations and remissions.

e becomes more disabled and at age 35 he can no longer work or even care for
himself. He is eligible fQr Social Security Disability Insurance benefits; in fact, he
and his employer have contributed to the fund at the maximum amount during
nine years and at nearly the maximum amount for an additional two years. The
other four years his lower earnings were the result of the effects of multiple
sclerosis.

Assuming the following pattern of earnings, under the present law he would be
entitled to receive maximum family benefits of $677.58 per month, a decrease of
$128.54 per month.

His gross income under the present law would be less than one-third of the
amount he would most probably have earned if MS had not disabled him. His gross
income under the present law would be 67 percent of his average indexed monthly
earnings; a careful examination of the chart demonstrates that the benefit level is
about one-half of what the man was able to earn in a good year after he was
stricken with MS.

a ual Countable annu Wage medxed
Age Year pataenn of anual earnings for acwlnaean annual earnigs soca fori annuM earnings

en s ea i soal su o soal sec ity

21 ................................................................................ 1965 $5,400 Same '$4,800 $10,630.19
22 ...................... .......................................... . . ..... 1966 5,900 Do 5,900 12,326.88
23 .............. ............ ............. .......................... 1961 6,800 Do '6,600 13,061.29
24 .............................................. 1968 9,000 Do 17,800 14,443.37
25 ............. ................................................................ 1969 10,500 Do '17,800 13,654.27
26 ......... ...... .................................. 1970 12,000 Do '7,800 13,008.71
21 ........................................................ ........................... 191 1 12,700 Do 1 7,8 00 12,386.34
28 ....... ....... ....................................... ...................... 1972 15,000 Do 19,000 13.016,32
29 ..................................... ............................................... 1973 18,100 $3,200 3,200 4,355.50
30 ........................................................ ......................... 1974 20,000 1,000 7,000 8,993.07
31 ................................................................................... 1975 22,500 16,500 114,100 16,854.99
32 ..................................................................................... 1976 25,000 3,000 3,000 3,354.68
33 1'...................................................................................... 1977 27,000 17,500 ' 16,5W 17,407.50
34 .......................... .......................... ......................... 1978 29.800 5,400 5,400 5,400.00
35 ................................................................................. 1979 32,000 19,200 19,200 18,199.32

' Maximum
Present law AJMr = $1202 99, PtA=$469 30, Max Family 8enefit=$80642 Proposed law (HR 3236) AIM[=$1085.18, PIA-$4517 2, Max

Faerly Benelit =$67158 The bottom lie is a dsae father whose family bem..hts are 16 percent less under the proposed (aw even though he is
asotutely untie to return to gainful employment
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STATEMENT OF THE NATIONAL ASSOCIATION OF MANUFACrURERS

The NAM is a membership organization of over 12,400 members of every size and
industrial classification located in every state. An additional 158,000 businesses are
affiliated with it through the National Industrial Council. Our members produce
approximately 75 percent of the goods manufactured in the United States, and over
80 percent have 500 or fewer employees. On behalf of these members, this statement
is submitted to the Senate Committee on Finance during its consideration of the
disability Insurance System.

This statement will address topics which the NAM knows are of major interest to
this Committee, but we also believe that a few brief comments about the Social
Security system generally are in order to put this statement on the disability
program in proper perspective.

During the hearings which preceded the 1977 Amendments, the NAM made
specific recommendations for Congressional action to solve both the imminent short-
range financing problems as well as the long-range deficits facing the system. At
that time it was the disability fund which was facing the more severe short-range
problem, as compared with the old-age survivors fund. The eventual legislation
passed by the Congress and signed by the President did substantially include many
of the NAM proposals which were important in restoring the solvency of the
system.

The NAM opposed reopening all of the issues involved in Social Security financ-
ing in 1978. It continues to believe that thorough and careful study of the system
such as that being done by the Committee presently will provide the opportunity for
appropriate legislative action for issues which should be addressed by Congress.

we believe that it is appropriate for this Committee to take up the disability
question at this time. In the report, "Actuarial Condition of Disability Insurance-
1978," prepared for the Subcommittee on Social Security of the House Ways and
Means Committee and dated February 1, 1979, it is estimated in 1978 that the outgo
from the fund will be approximately $300 million less than expected. This is an
encouraging indicator that such factors as better economic conditions and better
administration are resulting in a slowing down of the rapid expansion of the
disability system. It is impossible to redict whether the favorable 1978 experience
will continue into the future, and the NAM believes that further action by the
Committee is appropriate at the present time, especially in the area of benefit
amounts limitations in order to achieve further cost reductions and better systemdesign.The NAM previously testified before the Subcommittee on Social Security of the
House Ways and Means Committee in support of H.R. 3236, the Disability Insurance
Amendments of 1979. this bill was subsequently passed by the House of Representa-
tives. The NAM believes that this proposal represents a major step in improving
accountability in the disability program and in providing a proper balance between
disability benefits and incentives for returning to the work force.

While it will not reduce any benefits of current beneficiaries, the NAM believes
that H.R. 3236 will result in long-run cost savings to the system and improve the
operation of the system in carrying out its purpose. Such savings will be achieved at
a time when weakened public support for Social Security can be strengthened by
improving the system's fiscal integrity.

Congressman Pickle, the Chairman of the House Subcommittee, noted in his
remarks at the opening of the Ways and Means hearings that there is evidence that,
in 1977, 6 percent of disability awards actually increased the disabled person's after-
tax income and almost one-fifth of the awards produced earnings replacement- ratios
of more than 80 percent. Such benefit levels, we believe, are too high and result in
unnecessary increases in claim costs. Private insurance statistics show that plans
with replacement rates in excess of 70 percent have disability incidence rates two-
thirds higher than the average, and plans with replacement rates below 50 percent
have incidence rates one-third below average. Congress now has before it various
proposals to limit the amount of disability benefits. We believe that there is a need
toplace a cap in the law similar to this proposal, and we support it.

H.R. 3236 proposes an 80 percent cap on AIME and a limit of I % times the
primary benefit. We believe that there is a need to place a cap in the law similar to
this proposal, and we support it.
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In a related matter, the NAM shares the Committee's concern over disproportion.
ately hig 5nei%-being paid to younger disabled workers who are allowed to drop
out a fixed number of low earnings years for benefit calculations, allowing them to
base benefits on relatively higher earnings years.

Finally, H.R. 3236 cars for various reforms calculated to make it easier for
disabled workers to return to gainful employment. We will not comment on each
individual "reform," but we will be supportive of attempts to develop meaningful
changes making it easier for those interested in returning to the work force to do so
without severe economic hardship if their disability should prevent complete re-
sumption of work. At the same time, we would hope that part of such a "reform"
package would include quality periodic review of cases in which a disability was
deemed not reasonably certain to be permanent so that undisclosed incidents of
recovery will be traced and handled accordingly.

We hope that these comments will be useful to the committee in its consideration
of the disability retirement issues, and we thank you for the opportunity to appear.
The NAM stands ready to work with this Committee as its explores other issues of
mutual concern.

SUMMARY OF PVA STATEMENT

PVA opposes H.R. 3236 because it would cut benefits to future DI recipients under
the age of-47-and those with families to support. There is no need to reduce benefits
at this time, because benefit levels were reduced significantly by the 1977 amend-
ments. Few DI recipients are able to return to work because of the severity of
disability required to qualify for benefits under the program, yet the benefit cuts
would affect all new recipients-regardless of employability-in those beneficiary
categories.

We support the modest work incentive provisions in H.R. 3236, but few DI
recipients will be able to use them, particularly since current recipients would be
subject to the new lower benefit levels if they had to return to the DI rolls. Thus,
PVA opposes H.R. 3236 and urges that it be defeated.

STATEMENT OF PARALYZED VETERANS OF AMERICA

Mr. Chairman and distinguished Members of the Finance Committee, PVA is
pleased to have this opportunity to present to you our views on legislation affecting
the social security disability insurance program. Paralyzed Veterans of America is
chartered by Congress, and currently has approximately 10,000 members. All of our
members are permanently and totaly disabled as a result of spinal cord injury or
disease, and all of our members also are veterans of the U.S. armed services.

At the present time, 87 percent of our members are unemployed, and most of
these individuals are eligible for social security disability insurance. For our mem-
bers who became injured after they left the service, social security disability insur-
ance generally represents the major source of income. It is for these reasons that
PVA is very concerned about the charges being proposed for the social security
disability insurance program in H.R. 3236.

OPPOSE H.R. 3236

PVA, along with numerous organizations representing disabled persons, veterans,
the elderly, minorities, children, and religious groups, opposes H. R. 3236. Although
H.R. 3236 contains several modest work incentive provisions which would be benefi-
cial to severely disabled persons who are able to return to some kind of employ-
ment, the benefit of those provisions is outweighed by the severe benefit cutbacks
proposed in sections 2 and 3 of the bill. If H.R. 3236 is passed, future beneficiaries
with the greatest need-those with families to support and those who become
severely disabled at a young age-will have their benefit levels reduced.

A number of reasons have been given by the bill's proponents for the proposed
cutbacks. They have said that benefit levels are too high, that high benefits discour-
age disability insurance recipients from returning to work, and that reducing bene-
fits thus will remove this "disincentive" to employment. In addition, they claim that
younger workers receive higher benefits than older workers.

EFFECTS OF THE 1977 AMEMDMENTS ON BENEFIT LEVELS

Thel197Tre-lnancing amendments significantly reduced disability insurance bene-
fits to all persons who qualified for benefits after January, 1979. These reductions in
benefit levels were brought about by the development of new benefit determination
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formulas, both for the individual benefit (PIA) and for the maximum family benefit
allowed for a particular pre-disability earning level. In addition prior earnings were
"indexed" in current dollars to reduce the disparity in benefits between younger
and older disabled persons. Thus, benefits to all newly-eligible disability insurance
recipients already have been reduced as of January 1, 1979, and the disparity in
benefits due to the age of the disabled worker no longer exists.

CURRENT BENEFIT LEVELS

PVA questions the apparent assumption that disability insurance benefits are
"too high." As can be seen by the following table, disability insurance benefits for
individuals and families are significantly lower than average lifetime earnings; and
average lifetime earnings generally are much lower than earnings immediately
prior to onset of disability.

Avragemdeaed mmobn N benel Maimum f*my d4 eve
ePAA) upon "aw unrest law Tap" pMposed in H R. 3236

$100.00 $121.00 $181.50 $121.00
150-00 135.00 202.50 135.00
200.00 168.40 252.60 168.40
250.00 184.40 276.60 200.00
30000 200.40 300.60 240.00
350.00 216.40 324.60 280.00
400.00 232.40 351.50 320.00
450.00 248.40 395.00 360.00
500.00 264.40 43860 - 400.00
550.00 280.40 482.10 420.60
600.00 296.40 525.60 444.60
650.00 312.40 569.10 468.60
700.00 328.40 612.60 492.60
750.00 3".40 639.00 516.60
800.00 360.40 660.40 - 540.60
850.00 376.40 681.90 _ 564.60
900.00 392.40 703.30 588.60
950.00 408.40 724.80 612.60

1,000.00 424.40 746.20 636.60
1,050.00 440.40 770.60 660.60
1,100.00 453.80 794.10 680.70
1,150.00 461.30 807.20 691.90
1,200.00 468.80 810.30 703.20
1,250.00 476,30 833.50 714.40
1,300.00 483.80 846.60 725.70

MOST DI RECIPIENTS ARE TOO DISABLED TO RETURN TO WORK

PVA also questions the assumption that lowering benefits to young, severely
disabled workers and disabled workers with families will provide these recipients
with an "incentive" to return to work. Disability insurance recipients must be
severely disabled to qualify for benefits in the first place; in fact, 70 percent of those
who apply for benefits initially are turned down. In other words, most people who
receive disability insurance benefits rceive them because they are too disabled to
work. Reducing their benefits will cause severe financial hardships for those unfor-
tunate enough to become disabled while they had a family to support or while they
were young.

LOWER LEVELS WILL DISCOURAGE EMPLOYMENT AMONG DI RECIPIENTS

Although a small percentage of disability insurance recipients might be above to
return to some form of employment, the benefit cuts in H.R. 3236 will serve as a
strong deterrent to employment of these persons. If a current beneficiary leaves the
DI rolls for more than fifteen months, that person becomes subject to the new, lower
benefit levels. Thus, few current beneficiaries will be able to risk lowering their
benefits in the future by attempting employment for the present.
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WORK INCENTIVES IN H.R. 3236

'PVA strongly supports incorporating work incentives into the DI program to
allow severely disabled persons who can work to do so. Again, we must stress that
only a small percentage of DI recipients could return to work in the future. Howev-
er, those who are able to work certainly should be encouraged to attempt employ-
ment. For these reasons, we support extending the trial work period and extending
Medicare coverage for DI recipients who return to work. In addition, we support
excluding from countable income disability-related work expenses. Because of the
benefit cuts proposed in sections 2 and 3 of H.R. 3236, though, it is doubtful that DI
recipients would be able to take advantage of these modest work incentive propos-
als.

SUMMARY

To summarize, PVA opposes H.R. 3236 because of the reduction in benefits to
future DI recipients under the age of 47 and to those with families, We strongly
urge the Finance Committee to oppose this bill.

STATEMENT OF MARTIN BLUM, PRESIDENT, THE NATIONAL ASSOCIATION OF
DISABILITY EXAMINERS

Mr. Chairman and Honorable Members of the Committee, we regret not having
the opportunity to testify before your committee although we did make such a
request in a letter sent to Mr. Michael Stern, you staff director, on September 25,1979.

However, we do trust that our written comments will serve equally well in
presenting the views of the National Association of Disability Examiners (NADE) on
the Disability Amendments of 1979 (H.R. 3236).

NADE is comprised of approximately 1,500 individuals performing a variety of
functions in connection with the Disability Program. The vast majority of our
members are employed by the 54 State Agencies (DDS's) under contract with the
Social Security Administration to adjudicate Social Security disability claims. There
are more than 9,000 employees in these State Agencies.

Included in our membership are disability examiners, supervisory staff, Quality
Assurance personnel, DDS Administrators, medical staff, and clerical personnel.
Although founded originally in 1966 as a Division of the National Rehabilitation
Association, our Association has been an independent organization since September
of 1978. We have endeavored to work through our own resources, and in cooperation
with other individuals and organizations, to improve the management and account-
ability of the Social Security Disability Program as well as affording our member-
ship an opportunity for input into the direction of their own careers.

The National Aociation of Disability Examiners supports and endorses passage
of the Disability insurance Amendments of 1979 (H.R. 3236). We view this legisla-
tion as offering many substantial improvements in the Disability Program, particu-
larly those provisions of the Bill aimed at providing incentives for disabled individ-
uals to return to work and the efforts to strengthen the federal government's ability
to manage the Program. We would like to focus on this latter item, as detailed in
Section 8 of the Bill.

In the past NADE has recognized and helped identify the weaknesses of the
federal-state structure whereby the Disability Program, although 100 percent feder-
ally funded, afforded management prerogatives to the individual DDS's which often
were not in conformity with federal goals and standards. The federal government
had to rely, to a large extent, on the willingness of the individual DDS Administra-
tors to adopt and implement federal policies with virtually no power to enforce
them. This has resulted in marked differences and discrepancies in what should be
a uniform program. What we have now are 54 DDS's administering the Disability

-Program in accord with their own interpretation of how it should be administered.
The resultant lack of uniformity has been well documented by various studies over
the years, especially the 1976 and 1978 GAO Reports.

The federal government's recent efforts to increase their control of the Disability
Program through revision of the federal-state agreements has met with failure, due
to the states reluctance to yield any of the control they have exercised since the
inception of the Program 25 years ago. Although 21 states have signed the new
agreement this figure is misleading since many of these signatures were obtained
only after "letters of intent" were introduced which had the affect of diluting many
of the contract provisions aimed at increasing federal management.
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NADE, of course, has advocated total federalization of the Disability Program as
the best means of achieving complete federal management and a uniform system of
adjudication. We still believe, as do many other knowledgeable individuals and
organizations, such as former SSA Commissioner Robert Ball, Arthur E. Hes, the
first Director of the Bureau of Disability Insurance, and the AFL-CIO, that this
would be the optimal approach to improving the administration of the Disability

However, we are cognizant that, for a variety of reasons, it may not be feasible to
accomplish complete federalization at this time. We see in this Bill a determined
effort to accomplish through legislation what has not been achieved through federal-
state Agreements; viable federal management of the Disability Program.

With the long, well-documented history of the states refusal to accept federal
mandates, we believe passage of this Bill will prove intolerable to many states and
they will exercise their prerogative to turn over to the Secretary the function of
making disability determinations.

Let us then look at the likely consequences of such an action.-The law will require
a minimum of 180 days for the state to continue to make disability determinations
after notifying the Secretary that they are giving up the Program. What type of
service will be provided to the disabled citizens of the involved state during this
minimum 6 month transition period? How will DDS employees be able to maintain
the kind of dedication needed to process disability claims in a "lame duck" job
scheduled to end in 6 months? Undoubtedly, without guarantees that they would
maintain their jobs if the federal government took over the disability function of a
State Agency, experienced personnel would leave the Disability Program. To replace
experienced personnel new disability examiners would have to be hired and trained;
and this would be a costly and time consuming process.

Through the urgings of the membership of NADE, Congressman J. J. Pickle
introduced an amendment to Section 8 of H.R. 3236, which was incorporated into
the Bill, providing for the Secretary of HEW to develop a plan, to be reported to
Congress by January, 1980, of how he would utilize DDS personnel in the event the
federal government assumed the functions of a State disability agency. While this
amendment holds promise for providing safeguards to State Agency disability per-
sonnel, NADE feels strongly that, rather than relying on the Secretary's plan, this
Bill should be further amended to include the protective language found in H.R.
8076 (95th Congres); namely, that all state career employees who are employed in
the Disability Unit as of the date of termination of an agreement should be convert-
ed to federal employment. Also, that all State agency career personnel be protected
in the critical areas of pensions, leave credits, salary rates, and full credit for past
state service.

It was acknowledged in the House Social Security Subcommittee Print entitled
"The Disability Adjudication Structure" dated January 29, 1978, that "the State
Agencies are the greatest reservoir of talent in the disability program." NADE
believes that the disabled citizens of this nation deserve the security of knowing
that their claims will continue to be handled by the best qualified personnel by
incorporating in this legislation the safeguards requested to ensure the retention of
State Agency disability personnel under any federal takeover of a DDS.

Mr. Chairman and members of the Committee, we appreciate the opportunity of
offering, for the record, the views of the National Association of Disability Examin-
ers on the Disability Insurance Amendments of 1979. We would be happy, if you feel
the need, to appear before your committee at some future date or to answer in
writing any questions you may have pertaining to this statement.

STATEMENT or PHILIP R. MAYO, SPECIAL AssisrANT, NATIONAL LGIsILATIvx
SsavIcM, VETERANS OF FOREIGN WARS OF THE UNITED STATES

Mr. Chairman and Members of the Committee, thank you for the privilege of
presenting to this most distinguished Committee the views of the more than 1.85
million men and women of the Veterans of Foreign Wars of the United States with
respect to H.R. 3236, the "Disability Insurance Amendments of 1979."

Mr. Chairman, we wish to address our comments to sections two and three of HR.
3236, introduced for the purpose of amending Title H of the Social Security Act to
provide better work incentives and improved accountability in the disability pro-
gram (SSDI), and for other purposes. We believe these sections of that bill to be
punitive in nature, especially to younger, minority or educationally disadvantaged
Vietnam-era veterans. Recognizing that this measure contains other provisions of a
progressive and desireable nature, provisions which would benefit many disabled
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recipients under this program, we strongly urge this Committee to strike the provi-
sions of sections two and three from this legislation prior to its enactment.

In studying currently available benefits under SSDI, we find that both the indi-
vidual benefit amount and the maximum family benefit are structured such that
beneficiaries with lower average earnings receive a greater percentage of benefits to
earnings than those whose average pre-disability earnings were relatively high.
This, we feel, is as it should be inasmuch as those who would be most adversely
effected in the long term by the sudden and catastrophic disability or illness are
those with the lowest incomes. These recipients can least afford health and income
protecting insurance in the private sector. They are also the least able to afford the
additional multitude of expenses brought about as a result of their disabilities, as
well as being the most likely to have dependents to support, be they men or women.

As it is currently written,.H.R. 3236 provides that workers under the age of 47
ars who quality for benefits after January 1980 would be eligible for reduced
nefits as compared to those who are eligible under current law. The reduction in

benefits would be caused by (as provided in section three of the bill) the phased
reduction in the number of drop-out years, with the greatest loss of drop-out years
being borne by the young. They will not be automatically entitled to the full five
year exclusion, so more years of low earnings will be "averaged in" to determine
their average lifetime earnings, thereby reducing this benefit to them. This provi-sion of H.R. 3236 fails to consider that those who qualify for disability benefits at
younger ages must be among the most severely disabled of all disability recipients
in the first place. That is, older disabled workers may become eligible for benefits as
a result of the combination of the factors of their age, education, training and work
experience.

Jn addition, H.R. 3236 fails to reckon with the adverse impact of the stabilization
of "freezing" of the average earnings level of the young at the time they become
disabled. While their non-disabled counterparts continue to expand their economic
base and increase their earnings capacity as a result of the expansion of the
national economy and their mobility, the young disabled worker benefits only from
cost-of-living increases. Thus, with the adoption of this measure, the oung, severly
disabled worker starts with a lower level of benefits coupled witt the certain
expectation of losing ground to his non-disabled peers in increasing his income
producing economic base.

Mr. Chairman, H.R. 3236 (section two) also proposes to prostively limit family
benefits to 1.5 times the individual benefit amount (PIA), or 80 percent of average
indexed monthly earnings (AIME), as long as the family received at least 100
percent of the amount to which the individual would otherwise be entitled. Consid-
ering the tax exempt status of such benefits, at first glance this limitation appears
both reasonable and equitable. However, upon closer examination, we find that it
may be the source of a significant negative impact upon young disabled workers
with families. The reduction in the number of drop-out years would cause the
average earnings level, upon which the family level may be based, to be lower. In
addition, this "cap" is based upon the fact that the spouse, if working, would
continue to do so, which may or may not be the case. Where the spouse must
remain home to attend to the disabled person, there is obviously a great loss of
income. Should the spouse continue to work, the family often must hire others to
clean and maintain the home, drive a car for them, and shop for them. Such
severely disabled individuals with families may also find it necessary to employ
others to bathe them, feed them, dress them, and cook for them. We therefore
submit that the frustrating, many times unsolvable, problems of the financial
burden brought about by the advent of severe disability have not been fairly
addressed in the deliberations leading to the drafting and advancement of thislegislation."Mr. Chairman, an assumption propounded in H.R. 3236 is that disability insur-

ance recipients are able to return to work, perhaps in large numbers, and to
selectively and prospectively reduce benefits would induce future recipients to do
just that. Implicit in this assumption is that such benefits may be easily obtained;
that severely disabled individuals may be "malingerers." We believe that such
benefits are not easily obtained; that severely disabled individuals are, by definition,
exactly that. It is interesting to note that current law does not acknowledge the
concept of a partially disabled worker under the disability insurance program. Nor
does current law offer the inducements of continued income support and health
insurance protection (virtually impossible for the severely disabled to obtain com-
mercially) under Medicare to persuade the severely disabled individual to return to
the mainstream of the workforce. Consequently, a disabled person either does not
work at all and is considered disabled, or he attempts to return to work, thereby
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risking ineligbility under the program, with low income a probability and with little
or no health insurance protection.

We would also add the observation of the Honorable Elliott H. Levitas of Georgia,
a proponent of this measure, as rendered during debate on the floor of the House of
Representatives on September 6, 1979: "Another serious problem in the present
disability program lies in the administration and review of the disability determina-
tion process. Under the present program, we have found that the Department of
Health, Education, and Welfare has not developed a reasonable standard of peri-
formance to guide the State-operated disability determination agencies in their
handling of disability claims. Worse still, we have found that the Department is
reviewing only about 5 percent of all disability determinations. This lack of perform-
ance guidelines and low rate of decision review means that we cannot insure the
level of accuracy and uniformity that we should have in a program of this size."

We conclude therefrom that there are serious questions as to who is not able to
return to work, brought about in part by the lack of oversight necessary in the
administration of the disability insurance program.

Mr. Chairman, many concerns have been voiced during intense debate on this
issue regarding the cost of the disability insurance program and the financial
solvency of the Social Security program as a whole. It has also been observed that
many young people are skeptical of receiving benefits under the program by the
time they would become eligible for such. Much of the initiative resulting in the
legislative proposal before you has been based upon a series of estimates, using
assumptions that we believe may well be inaccurate. We submit that legislative
initiatives based on such estimates and assumptions would be premature and would
further erode citizen confidence in an already maligned Social Security system. We
are compelled to observe that the National Commission on Social Security has yet
to make its recommendations to the Congress with respect to inequities, needed
changes, and suggested legislative action to improve the Social Security program,
studies and recommendations due to be completed within the next several years.
For your information, as well, we quote the words of Robert M. Ball, Commissioner
Social Security from 1962 to 1973, who wrote in the Washington Post of August 9,
1979, the following:

"According to the latest estimates of the Board of Trustees of the Social Security
trust funds, the benefits and administrative costs of the system can be met for the
rest of this century by a contribution rate of 5.5 percent of earnings. (The maximum
on the earnings counted rises to $29,700 in 1981 and then rises automatically in
proprtion to the general increase in the wage level.)

"in the next century, according to the trustees, if the proportion of retirees to
earners increases as much as they expect, the contribution rate would have to be
higher. Some 50 years from now the rate might need to be as high as 8 percent for
an entirely self-financed system. Even this 8 percent rate in the distant future,
however, would not seem to justify the kind of concern about Social Security
financing now being expressed in various magazine and newspaper articles. For
example, German workers and their employers each pay 8 percent currently for old
age, survivors' and disability insurance even though the cost of about one-fifth of
the German system is borne by other revenue sources . . but the point to be
stressed is that the system works just as it is, and it works well. There is no crisis.
Thirty-five million beneficiaries-one in seven Americans-get a check every
month, on time, and in the right amount, and those who are working today can
count on getting their Social Security benefits when they in turn become eligible."

Mr. Chairman, the more than 14,000 voting delegates to our most recent National
Convention held in New Orleans, Louisiana, this past August felt so strongly with
respect to this issue that they adopted Resolution No. 761, entitled "Social Security
Disability Insurance," a copy of which is appended to our testimony.

In conclusion, Mr. Chairman, we believe that H.R. 3236 should not be advanced
without striking from it those sections which, in the name of fiscal restraint, would
reduce benefits only to those recipients who are the most severely disabled and who
have been demonstrated to have the greatest need, including our Nation's Vietnam-
era vetrans. We believe hastily formulated legislative initiatives to alter the disabil-
ity insurance system an unnecessary and precipitous undermining of the confidence
in and financial soundness of that system. We-quote the Honorable Claude Pepper
of Florida, who said during floor debate in the House of Representatives on Septem-
ber 6, 1979:

"All too often, however, the fiscal knife has been wielded most enthusiastically on
those tied to the stake of poverty and misfortune. H.R. 3236 is a tragic example of
moral irresponsibility in the name of fiscal austerity.
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"The bitter irony is that the trust fund is in no danger of bankruptcy at all. The
growth rate of the number of beneficiaries on the rolls is the lowest since the
beginning of the program. Furthermore, the Social Security Amendments of 1977
rectified the error in indexing benefits that initiated the trust fund crisis. Mr.
Chairman, that crisis has passed. But today we are in danger of creating a much
greater one among the disabled population in America.

"Whatever the intent of the bill, its effects cannot be mistaken."

RESOLUTION NO. 761.-SOCIAL SECURITY DISABILITY INSURANCE
Whereas, legislation has been introduced in the Congress of the United States,

identified as the "Disability Insurance Amendments of 1979," H.R. 3236, and such
legislation has been reported to the full House of Representatives by the Committee
on Ways and Means; and

Whereas, this legislation would reduce benefits for future disability insurance
recipients by reducing the number of drop-out years of low earnings from five years
for those age 47 or over, to four years to those age 42 to 46, and three years for
those 37 to 41, two years for those 32 to 36, one year for those 27 to 31 and no drop.
out years for those under 27; and

Whereas, the pending legislation would establish a "Cap" on maximum family
benefits which would have a significant negative impact upon all newly disabled
workers with families; and

Whereas, the President, in a message to Congress on welfare reform stated that
"Even in a period of austerity and fiscal stringency" the Nation "cannot afford to
ignore its more needy citizens;" and

Whereas, the pending legislation would, in fact, curtail benefits for future benefi-
ciaries who were productive but now in need due to their disabilities; and

Whereas, the so-called cost-savings provisions of this legislation would be at the
expense of totally incapacitated former wage earners, including younger disabled
veterans and their families; now. therefore

Be it resolved, by the 80th National Convention of the Veterans of Foreign Wars
of the United States, that we oppose in the strongest possible terms, the passage of
H.R. 3236, or similar legislation.

Ado pted by the 80th National Convention of the Veterans of Foreign Wars of the
United States held in New Orleans, Louisiana, August 17-24, 1979.

TESTIMONY OF LESTER STROM ON BEHALF OF THE REHABILITATION FACILITIES OF
WISCONSIN

I am the Executive Director of the Rehabilitation Facilities of Wisconsin, a
private, non-profit association of 50 rehabilitation facilities and sheltered workshops
serving approximately 5,000 handicapped citizens of Wisconsin. Approximately 75
percent of the disabled persons served by our member agencies are eligible for
Social Security Disability Insurance, Medicare, Supplemental Security Income, or
Medicaid.

There are powerful financial disincentives to employment which arise in Social
Security programs for the disabled. A small increase in a disabled beneficiary's
gross wages can result in the loss of hundreds of dollars of disability benefits. These
disincentives are in direct conflict with the mission of vocational rehabilitation
agencies.

I wish to offer the Committee, as part of my testimony, a collection of six detailed
case examples of disabled residents of Wisconsin who have decided to reject offers of
employment, refuse pay increases, and refuse additional hours of work because of
employment disincentives arising in Social Security programs for the disabled.
Although I am providing only six concrete examples of this problem, we estimate
that there are actually 1,500 disabled beneficiaries, in Wisconsin alone, whose work
activity is being influenced by employment disincentives.

The Rehabilitation Facilities of Wisconsin is opposed to the passage of H.R. 3464
in its present form because the bill would actually increase disincentives to full-
time, minimum-wage employment in Wisconsin. A comparison of Graph No. 1 and
Graph No. 2 will illustrate this deficit.

The Rehabilitation Facilities of Wisconsin supports the passage of S. 591, intro-
duced by Senator Dole, but with the following recommendations:

1. Section 5 of H.R. 3464, regarding Research and Demonstration Projects, should
be included in S. 591.

2. Section 6 of H.R. 3464, regarding the Termination of Attribution of Parental
Income and Resources When Child Attains Age 18, should be included in S. 591.
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3. Section 8 of H.R. 3464, regarding the Continued Payment of Benefits to Individ-
uals Under a Vocational Rehabilitation Plan, should be included in S. 591.

4. Section 3 of S. 591 should be modified to extend SSI eligibility to the "break.
even" point of combined Federal and State SSI benefit levels. In its present form, S.
591 appears to ignore the state supplementation of Federal SSI benefits. Examina-
tion of Graph No. 3 will reveal that S. 591 would leave a $93 "notch" in the net
income curve of many SSI recipients in Wisconsin. We propose that this "notch" be
removed, as illustrated in Gra ph No. 4.

The Rehabilitation Facilities of Wisconsin is in favor of several provisions of HR.
3236, including: The creation of demonstration authority; extending the Trial Work
Period to disabled widows, disabled widowers and disabled surviving divorced wives;
elimination of the second 24-month waiting period for Medicare; and continued
payment of benefits to individuals under vocational rehabilitation plans.

However, we are disappointed by the fact that H.R. 3236 stops short of dealing
with the major sources of employment disincentives in the Disability Insurance
program, prti ularly since the changes which would be required are relatively
simple aninexpensive.

The following changes in the Disability Insurance program are recommended for
your consideration:
1. The trial work period (TWP) should no longer be limited to .9 months in duration

Under the Social Security Act, individuals are not considered to be disabled
unless they have a medical impairment which prevents them from engagng in
Substantial Gainful Activity (SCA). In 1979, persons who earn more than ;28 in
gross monthly wages are considered to be doing SGA. Individuals who engage in
SGA after their TWP is exhausted are no longer considered to be disabled, regard-
less of whether they still have a medical impairment.

We do not propose any change in the SGA level. Instead, we recommend that the
TWP be modified. During a month of Trial Work, a beneficiary is still considered to
be disabled even if earnings exceed the SGA level.

Unfortunately, there are predetermined time limits on the TWP which substan-
tially reduce its value as a means of facilitating entry into employment. The TWP
cannot exceed nine months in duration. In addition, any calendar month in which

oss earnings equal or exceed $50 will be counted as a month of Trial Work.
rather, a beneficiary becomes eligible for a second TWP only if he or she recovers

from a disability and then becomes disabled a second time, provided that the second
disability begins more than five years after the end of the first disability.

Taken together, these restrictions on the TWP can cause a beneficiary to totally
exhaust his or her once-in-a-lifetime TWP before gross earnings ever exceed the
SGA level. If you will examine the case examples included in my testimony, you
will see repeated examples of how this can happen. For these beneficiaries, the
TWP has proved to be totally worthless.

To correct this situation, we propose that:
1. There be no limit on the number of TWP's a beneficiary may enter, and that;
2. The TWP would start when gross monthly wages exceed the Secondary SGA

level (currently $180 in gross monthly wages), and that; and
3. The TWP would stop when: (a) Earnings fall back below the Secondary SGA

level, or when (b) medical recovery from impairment occurs, or when (c) Disability
Insurance cash payments have been reduced to zero on a sliding scale of benefits.

This brings us to our second recommendation:
2. During a trial work period, cash benefits should be offset by wages at a rate which

takes work expenses into account.
Currently, during a month of Trial Work, a disabled beneficiary receives the full

amount of his or her usual benefit payment, regardless of the level of earnings.
We propose that, during a month of Trial Work, the beneficiary's payment be

reduced by:
1. Seventy-Five percent of the amount by which gross wages exceed the Secondary

SGA level or, at the option of the beneficiary,
2. One Hundred percent of total gross wages minus the following amounts: (a)

necessary expenses reasonably attributable to the earning of income, and (b) impair-
ment-related expenses, incurred by the beneficiary, which are necessary for the
individual to remain employed, regardless of whether such expenses are also neces-
sary to enable the individual to carry out normal daily functions.

This formula for benefit reduction would allow beneficiaries to maintain their
pre-employment financial status after taxes, union dues, tools, uniforms, and trans-
portation expenses associated with employment have been taken into account. Fur-
ther, the impairment-related expenses of more severely disabled beneficiaries would
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be recognized and taken into account as well. The proposed benefit reduction rate
would enable beneficiaries to make the gradual and difficult transition from finan-
cial dependency to self-sufficiency without the financial mishaps which can present-
ly occur.

It is important to note that the implementation of this proposal would not
increase the incentive which already exists for persons to reduce their earnings
below the SGA level in order to become beneficiaries of the Disability Insurance
prog am. Because almost all earnings in excess of work expenses will reduce disabil-.ot benefitss dollar for dollar, there will be no change in the financial attractiveness
o•the Disability Insurance program to potential applicants.

. Medicare eligibility should be extended to the working disabled
Persons with disabling medical impairments are frequently denied standard

health insurance coverage in the private sector. Their application for private insur-
ance may be rejected; or they may be charged a higher-than-normal premium; or
they may be offered policies with substantially restrictive riders and preexisting
conditions limitations. Because Medicare eligibility is coupled to eligibility for Dis--
ability Insurance, employment disincentives are intensified by the fact that medical
impairments can reduce insurability in the private sector.

It is with considerable interest that we observe that persons aged 65 or over, who
are not eligible for Social Security cash benefits, are nevertheless eligible for "vol.
untary enrollment" in the Medicare program if they pay a monthly premium of $78.
"Voluntary enrollment" is allowed only during the months of January, February
and March of each calendar year. Medicare coverage then becomes effective in July
of the year in which the individual enrolled in the program.

This same program of "voluntary enrollment" should be available to disabled
persons whose Disability Insurance payments have been terminated solely because
of excessive earnings.

The three changes which we have proposed for the Disability Insurance program
would not be expensive. On the contrary, we project potential savings to the Disabil-
ity Insurance program of $115 million during the first three years of implementa-
tion. An explanation of this projected saving is included in my testimony.

Graph No. 6 illustrates our recommendations regarding the Disability Insurance
program. Graph No. 5 illustrates the present situation in the Disability Insurance
program.

Disincentives to employment which arise in Social Security programs for the
disabled create significant obstacles to the vocational rehabilitation or disabled
individuals. The Rehabilitation Facilities of Wisconsin is hopeful that the Senate
will be able to respond, in a timely and thoughtful fashion, to the plight of disabled
citizens who are attempting to reduce their dependence upon disability benefits by
becoming productive, tax-paying employees.
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COST ESTIMATE

The modification of the Trial Work Period for purposes of removing disincentives
to employment can be accomplished without additional cost:

1. Approximately 3 percent of the current beneficiary population are earning
more than $180.00 per month in gross wages. The average gross monthly earnings of
this group is estimated to be no lower than $300.00. It is important to note that
many of these individuals are participating in the current Trial Work Period. Under
the sliding scale contained in this proposal, the benefits of each of these 87,750
individuals would be cut by an average of $90.00 per month. This should yield an
annual savings of approximately $95 million which can be used to finance the
remaining costs of the proposal. °

2. Under this proposal, benefits would be extended to the 17,750 beneficiaries who
currently leave the benefit rolls each year solely because of earnings in excess of the
SGA earnings test. It is estimated that the average gross monthly earnings of this
group is no lower than $500.00 (equivalent to full-time, minimum wage employ-
ment). Since the average monthly SSDI benefit is $425.00 (including expenditures
for Medicare), the average beneficiary in this group would now be eligible for
$185.00 in monthly benefits. The cost of this extension of benefits would be approxi-
mately $25 million by the end of the first year.

3. The disregard for impairment-related work expenses is estimated to cost ap-
proximately $5 million per year. This estimate is based on the assumption that 5
percent of the individuals whose earnings exceed $180.00 per month would be
permitted to deduct an average of $100.00 per month for attendant care and other
impairment-related expenses.

4. Increased administrative costs will be needed in order to implement the sliding
scale. It is estimated that these costs would be approximately $2 million per year.

Savingi
Fiscal year: (millions)

19 8 0 ............................................................................................................................. $ 6 3
19 8 1 ............................................................................................................................ 3 8
19 8 2 ............................................................................................................................ 13

REHABILITATION FACILITIES OF WISCONSIN

(Case study, December 1978)
Larry Johnson is a 34 year old laborer who was hired on November 13 for a job as

an Assembler in the electronics industry. This is the first time in over 51/2 years
that he has been able to find competitive employment. In 1973, Larry was disabled
in an automobile accident. His spinal cord was bruised-an injury which still
confines him to a wheelchair. At the time of this accident, Larry was employed as a
Stockman by the Container Division of the Menasha Corporation in Neenah, Wis-
consin. As a Stockman, he was responsible for stocking paper into a corrugating
machine operated by eleven men. Larry says that as a Stockman, he was the No. 2
man on the team of eleven men.

Following his accident, Larry was hospitalized for over one year at Theda Clark
Hospital in Neenah. In 1975, he was enrolled in the Fox Valley Sheltered Workshop
in Appleton, Wisconsin where he was being considered for training in office ma-
chine repair until he was hospitalized a second time at Theda Clark Hospital.
During this second hospitalization, he was transferred to the University of Wiscon-
sin Hospitals Neurological and Rehabilitation Center in Madison, Wisconsin. In
1976, he was discharged to a new residence in Madison where he now resides with
his ten year old daughter, Eloise. Larry and his wife were divorced after his
automobile accident, but he won legal custody of his daughter.

In April, 1978, Larry entered the Sheltered Employment Program of the Madison
Opportunity Center. The center was successful in locating employment for him
assembling computer boards for Acme Electronics in Madison, Wisconsin. After one
month on the job, his employer reports that he is learning his job rapidly, is getting
along well with his fellow employees, and "we wish he could work full time". Larry
works about 19 hours each week. Acme Electronics would also like to give Larry a
raise in pay to $2.85 an hour instead of the $2.65 an hour they pay him now.
However, if Larry were to accept Acme Electronic's offer of full time employment at
$2.85 an hour, he and his daughter would experience a $484 decrease in their total
net monthly income!

Larry has been a recipient of Social Security Disability Insurance (SSDI) since
1973. He and his daugher receive $705 each month in SSDI payments. Larry's
monthly wages at Acme Electronics are currently $215. After Social Security taxes
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of 6.12% are deducted, he takes home about $202. Their total cash income each
month, therefore, is $907. In addition, Larry is covered by Medicare.

If Larry were to work full time at $2.85 per hour, his gross monthly wages would
be $490. After FICA, federal and state withholding taxes, his take home pay would
be $423. However, Larry and his daughter would no longer be eligible for SSDI
payments. The Social Security Administration (SSA) utilizes an earnings test as one
of the many criteria required to establish eligibility for SSDI. If a SSDI recipient's
earnings exceed $240 per month, the recipient is considered to be no longer disabled.
In some cases, when earnings exceed $240, the recipient may be eligible for a trial
work period of up to nine months. Unfortunately, Larry has already exhausted his
trial work period. According to SSA regulations, any month in which a recipient
earned $50 or more in a month which may be counted as one of the nine work trial
months. During his employment at the Madison Opportunity Center and at the Fox
Valley Sheltered Workshop, the number of months in which Larry earned more
than $50 exceeded nine. His trial work period has vanished.

By accepting full time employment at $2.85 per hour, Larry's net monthly income
would drop from $907 down to $423. At the same time, his eligibility for Medicare
would also be lost. In order to maintain his current cash income alone, Larry would
need to locate a full time job paying $7.15 an hour. Such a job would yield $1,230 in
gross monthly wages, and $907 in take home pay. For a general laborer returning to
the labor market after five years of convalescence, still confined to a wheelchair,
$7.15 per hour is a wage which Larry may eventually be able to earn, if he doesn't
encounter too many disincentives along the way.

REHABILITATION FACILITIES OF WISCONSIN GOODWILL INDUSTRIES OF MILWAUKEE

(Case Study, February 1979)
Millie Smith, age 51, won the Milwaukee Goodwill Worker of the Year Award in

1978. Disabled by a left arm amputation, the loss of right-hand fingers in an
industrial accident, alcoholism (since she was a teenager), and depressive reactions
to her physical deformities, Millie was noted for her progress in improving her
productivity in sheltered employment, achieving a more appropriate social adjust-
ment, maintaining sobreity from alcohol for the last three years, and establishing
an independent living arrangement for herself in the community.

Millie's hourly wage at Goodwill Industries is $2.47. Goodwillis permitted, under
state and federal sub-minimum wage licenses, to pay Millie less than the current
federal minimum hourly wage of $2.90, but she must be paid according to her level
of productivity. The vocational rehabilitation staff at Goodwill has assessed her level
of productivity to be 86% of the level which could be expected of the average non-
disabled worker. Millie is employed to sort textiles and clothing items donated to
Goodwill by the citizens of Milwaukee.

Millie works 21V4 hours each week at Goodwill. She could be employed 31 hours
each week, but she has to be a little bit careful about how much money she earns.
Millie is a recipient of Social Security Disability Insurance (SSDI), Supplemental
Security Income (SSI), Medicaid and Medicare. The Social Security Administration
(SSA) utilized an "earnings test" as one of the many criteria Millie must meet in
order to be eligible for the cash and medical benefits she receives. If a disabled
recipient's gross earnings exceed $240 per month, the recipient is no longer consid-
ered to be disabled and all SSA benefits are discontinued.

In some cases, when earnings exceed $240 per month, the recipient may be
eligible for benefits during a trial work period of up to nine months. Unfortunately,
Millie has already exhausted her trial work period. According to SSA regulations,
any month in which a recipient earned $50 or more is a month whch ma be
counted as one of the nine trial work months. During her employment at Gowill
Industries, the number of months in which Millie has earned more than $50 exceeds
nine by a wide margin. Her trial work period has vanished.

The following chart illustrates the impact which alternative employment situa-
tions would have upon Millie's financial situation:

M amnts Medi-
Type ot emwloyre l Cte

SSCt SSI Net wage Net coe aid
me~caid

N o job .................................. ................... . $222 $73 ............................... $ 29 5 Yes.
GoodwIl-

214 hours per week ............................ 222 ............................... $210 432 Yes.
31 ho s per w eek ........... .................. .................................. ............................. $297 297 N o.
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Monlthy amounts Med

Type of employment care
SSDI SSI Net wage Net income and

Competi ive employment, full time-
$2 90 per hour .. .. .... ........... ... . ... .... 421 421 0o.
$4 per hour .. ................. ... ...... . .. . ... .. ..... . 553 553 Do.

The vocational rehabilitation staff assigned to Millie's case at Goodwill has indi-
cated that, financial considerations aside, Millie's most appropriate job alternative
would be to work the regular Goodwill work schedule of 31 hours a week. First of
all, they say, it is undesirable for Millie to work less than 31 hours a week because
the full work schedule is a better test of Millie's work stamina in preparation for
eventual competitive employment. Also, too much leisure time is something of a
risk to recovering alcoholics: it increases the probability of losing sobreity. It is
important for Millie's continued improvement that she maintain a full schedule of
daily activities and social contacts.

Secondly, the rehabilitation staff is not prepared to recommend competitive em-
ployment for Millie at this time. She still requires a supportive emotional environ-
ment which is unlikely to be available in the average competitive employment
setting. Unsure of herself and her abilities, subject to periods of depression and
loneliness, and self-conscious about her physical appearance, Millie frequently calls
upon the Goodwill staff for supportive counseling. Having never married, she has
little family life to sustain her outside of a workplace. The possible severity of these
emotional difficulties is reflected in the fact that she once attempted to take her
own life a few years ago. Millie does not yet possess the level of personal adjustment
required to successfully establish herself in competitive employment.

If this assessment of Millie's vocational capacity is correct, the most appropriate
employment alternative for her rehabilitation also turns out to be the most disaster-
ous one for her financially. If she works 31 hours a week at Goodwill, her net
monthly cash income will drop from $432 down to $297 and she will lose Medicare
and Medicaid. Millie's medical benefits are important because she has high blood
pressure which requires medications and periodic office visits. Medicaid would also
cover psycho-therapy which she has required in the past and may require again in
the future. A premium for private health insurance would reduce her disposable
income even further. Financially, a work week of 31 hours would be worse than no
job at all.

(Case Study, February 1979)

Under Chapter 359 of the Wisconsin State Statutes, four Wisconsin sheltered
workshops were each awarded $30,000 grants in 1979 to develop prime manufactur-
ing projects which would employ at least five handicapped workers full-time, at the
federal minimum hourly wage. The purpose of these projects is to develop long-term
jobs for disabled individuals in extended sheltered employment programs.

Goodwill Industries of Milwaukee was one of the sheltered workshops selected for
this pilot program. Goodwill has subsequently developed a woodworking project
constructing hobby horses for small children. Handicapped workers are employed in
this project, at the current minimum wage rate, to cut, assemble, and paint the
wood components of the finished product.

Joe Smith, age 36, is a developmentally disabled individual who has been em-
ployed at Goodwill since November, 1974. He has been earning approximately $145
per month in Goodwill's subcontract department on sub-assembly bench-work tasks.
Joe is paid wages on a piece-rate basis. He is scheduled to work 31 hours each week.

In December, 1978, Joe was offered a full-time, minimum-wage job in Goodwill's
woodworking department, to work on the Chapter 359 hobby horse project, because
of his excellent performance in the subcontract department. Because Joe is confined
to a wheelcair by spina bifida, the woodworking department was planning to make
modifications in their woodworking equipment to enable Joe to perform his required
tasks. Also, because Joe lacks experience in woodworking, the department was
planning to provide all of the training necessary to enable him to do the job.

Unfortunately, Joe was unable to accept this offer to improve his vocational
potential. Joe is a recipient of Supplemental Security Income (SSI) and Medicaid.
The Social Security Administration (SSA) utilized an "earnings test" as one of the
many criteria Joe must meet in order to be eligible for the cash and medical
benefits he receives. If a disabled recipient's gross earnings exceed $240 per month,
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the recipient is no longer considered to be disabled and all SSA benefits are
discontinued, including SS[ and Medicaid.

In some cases, when earnings exceed $240 per month, the recipient may be
eligible for benefits during a Trial Work Period of up to nine months. Unfortunate-
ly, Joe has already exhausted his Trial Work Period. According to SSA regulations,
any month in which a recipient earned $150 or more is a month which may be
counted as one of the nine trial work months. During his four years of employment
at Goodwill, the number of months in which Joe has earned more than $50 exceeds
nine by a wide margin. His Trial Work Period has vanished.

If Joe had accepted the job in the Chapter 359 project, his increased wages would
have replaced his need for SSI cash payments. Joe's Medicaid benefits, however,
would be exceedingly difficult to replace with take-home pay. The woodworking
project is unable to provide health insurance as a fringe benefit. Joe's medical needs
are substantial:

1. Because of his confinement to a wheelchair, Joe has had recurring difficulties
with urinary tract infections. He has been hospitalized three times during the last
year because of this problem. As of this date, he is still having difficulties with these
infections. If shots are going to become a required, routine treatment, he will have
to leave the group home where he now resides, and re-enter a nursing home.
Medicaid would cover his expenses in a nursing home as well as medical tests and
treatment for this problem.

2. Joe has an appointment to see an ophthalmologist in the near future. He may
soon require eyeglasses because his ability to read is being impaired.

3. Joe can expect to have some expenses in connection with the maintenance and
eventual replacement of his wheelchair.

4. Joe requires the services of a podiatrist to deal with three inch infections on his
feet.

5. Joe has had two operations for gall stones in the recent past. He may have to
undergo additional operations for gall stones in the future.

6. Joe requires prescribed medications to treat persistent problems with diarrhea.
7. Joe also has a scalp condition which requires a prescribed medication for

treatment.
As a developmentally disabled person in a state-licensed group home with less

than nine residents, Joe is entitled to a basic monthly SSI allowance of $360. This
allowance is reduced by $30 due to his average monthly earnings of $145, leaving a
monthly SSI cash payment of $330. His net monthly income, therefore, is approxi-
mately $475, plus Medicaid. As a group home resident, Joe is asked to contribute
some of his income to the group home to help defray the costs of his care.

If Joe were to accept full-time, minimum-wage employment, his take home pay
would be $421. His SSI payments and his Medicaid eligibility would be discontinued.
His net monthly cash income, therefore, would drop from $475 down to $421. In
addition, the loss of Medicaid coverage would be most undersirable in view of his
anticipated medical expenses.

Joe is still working in the subcontract department instead of the Chapter 359
project. One of the purposes of Chapter 359 is to improve wages for handicapped
workers in sheltered employment programs. In Joe's case, this purpose has been
effectively thwarted by disincentives to employment arising in Social Security pro-
grams for the disabled.

(Case Study, March 1979)
John Smith, age 43, is a developmentally disabled individual who lives in a skilled

nursing home and works at Goodwill Industries. His average monthly earnings at
Goodwill are approximately $135. John is employed in Goodwill's Subcontract De-
partment on subassembly, bench-work tasks. He works about thirty hours each
week and receives wages on a piece-rate basis.

The vocational rehabilitation staff at Goodwill is interested in helping John locate
full-time competitive employment with an employer in Milwaukee. While his work
speed is slower than normal, John displays other attributes which would make him
a productive employee. The quality of his work is excellent, he is dependable, he is
able to relate to his supervisors and co-workers in a cooperative and friendly
manner, and requires very little supervisory attention once he has learned the tasks
required of him. Entry-level work on a sub-assembly job paying a wage of about
$3.25 an hour is seen by the Goodwill staff as a feasible vocational objective, despite
his handicap and lack of previous employment experience. John's vocational reha-
bilitation counselor believes that John could be placed directly into competitive
employment without any additional skill training at this time.
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At this time, however, it would be unwise for John to seek competitive employ-
ment. John is a recipient of Social Security Disability Insurance (SSDI), Medicare,
and Medicaid. The Social Security Administration (SSA) utilizes an "earnings test"
as one of the many criteria John must meet in order to be eligible for the cash and
medical benefits he receives. If a disabled recipient's gross earnings exceed $240 per
month, the recipient is no longer considered to be disabled and all SSA benefits are
discontinued, including SSDI, Medicare, and Medicaid.

In some cases, when earnings exceed $240 per month, the recipient may be
eligible for benefits during a Trial Work Period of up to nine months. Unfortunate-
ly, John has already exhausted this Trial Work Period. According to SSA regula-
tions, any month in which a recipient earned $50 or more is a month which may be
counted as one of the nine trial work months. During his three years of employment
at Goodwill, the number of months in which John has earned more than $50
exceeds nine by a wide margin. His Trial Work Period has vanished.

If John were to accept full-time employment at an hourly wage of $3.25, his gross
monthly wages would be approximately $560. After deductions for FICA and state
and federal withholding taxes, his take-home pay would be approximately $460. This
amount would easily replace his monthly SSDI checks of $121 and his monthly
wages at Goodwill. His Medicaid benefit, however, would be difficult to replace with
wages.

John was placed in Northern Center, a large state institution for the mentally
retarded, in 1940 when he was five years old. In addition to mental retardation,
John is also disabled by a curvature of the spine, spastic parapelgia, a marked
difference in the length of his legs, a hearing loss, and a speech problem. Jonn's IQ
score of 69, is probably partially due to cultural and social deprivation arising from
his thirty-year confinement in an institution and his hearing loss. In 1970, John was
discharged from Northern Center to a skilled nursing home in Milwaukee. He
started working at Goodwill Industries in 1975.

While John may eventually be able to leave the nursing home to live in a group
home, he will still require Medicaid coverage of his expenses in the nursing home
for the immediate future. This is a major medical expense which most probably
would not be covered by group health insurance provided by a community employer.
Additional medical expenses arise for John for a wheelchair, special orthopedic
shoes, a hearing aid, and speech therapy. These additional expenses are also covered
by Medicaid. John is also absent from work for short periods of time, usually two or
three times each year, because of medical problems requiring treatment. The most
recent example of such absenteeism was the result of a problem with a boil on one
of his legs.

If John were to obtain full-time competitive employment, he would be able to
contribute more toward the cost of his medical needs than he contributes now. At
the present time, John contributes approximately $120 each month toward the cost
of his care in the nursing home. Under the same formula used to set his present
contribution of $120, he would contribute approximately $235 if his gross monthly
wages increased to $560. This would allow him to shoulder a larger share of his
medical expenses as his earnings increase. The "Catch 22", however, is the termina-
tion of his Medicare and Medicaid when his earnings exceed $240 per month. When
earnings exceed $240 per month, John is suddenly required to carry the entire
burden of his medical expenses. Because this financial burden is too great for him to
handle on his own, he will remain in sheltered employment and forego any opportu-
nities for competitive employment.

[From the Wisconsin State Journal, Mar. 21, 19761

REDTAPE SHACKLES ARTHRITIS VICTIM

(By Robert Pfefferkorn)

Arthritis keeps LeRoy Freidel from running full clip in the daily rate race, but
he's convinced he could walk faster if he wasn't shackled by bureaucratic red tape.

Freidel is the first to credit the welfare system with giving him a chance to get off
the sidelines.

Still, his voice becomes angry and bitter when he tries to describe the federal
restrictions that, from his point of view, have harnessed him into a plodding life of
dependency and fear.

"I need you. I need the system, and I'm grateful," he says, adding, "But they've
never let me really try to live on my own."
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Freidel is nearly 41. He's had rheumatoid arthritis since he was 3. He receives
monthly checks from Social Security, the Supplemental Security Income (SSI) pro-
gram and the insurance company where he works part-time.

His hospital bills for five operations since 1972 came to nearly $15,000 and were
paid by the government. Medical assistance also covers other medical, drugs, dental
and visiting nurse expenses.

But Congress has set limits on how much people like Freidel can earn and still
qualify for SSI and medical assistance. The two programs are linked.

Practically uninsurable. Freidel's greatest fear is losing medical benefits. There is
no guarantee he won't need more surgery to replace other joints frozen by arthritis.

In addition to the operations implanting stainless steel and plastic joints in both
ankles, both hips and one elbow, Freidel has been treated for stomach, intestinal
and skin ailments.

"I want to work," he said, clearing a file of medko.il bills from his desk. "I don't
want to rot in my house. You sit in your house and watch the idiot box all day, and
you go nuts."

He continued, "Let me see what I can do on my own. Don't put so damned many
restrictions on us so we can't possibly try it for fear of losing too much.

"This is what's wrong with the system," he said. "How many more are there out
there who are saying: 'I can't take the risk because there's too much to lose'?"

A native of Sun Prairie, Freidel was honored as Handicapped Jaycee of the Year
in 1970. He is treasurer of the Dane County Welfare Rights Alliance, but he doesn't
consider the group radical.

"They're just fighting the idea that people on welfare are somehow subhuman,
lower-class citizens. They're just trying to go through a political system-even if
that system drives them up the wall," he said.

"Nobody wants to be on welfare," he continued. "Why should you be looked down
on because you're on welfare? There's always that giant curtain in front of you-
that welfare is a big ripoff."

Freidel receives $206.50 from Social Security plus about $30 from SSI. The SSI
program was taken over by the federal government in 1974 to provide monthly
assistance to persons with little or no income and limited resources and who also
are 65 or over, blind or disabled.

Freidel also receives $100 a month plus "liberal fringe benefits" from his employ-
er, Tom Donahue of Farmers Insurance Group, 302 E. Washington Ave. He works as
an administrative assistant.

"Maybe some people will call that a rip-off, but that $100 allows me to live
somewhat comfortably," he said. He pays $125 a month for his apartment at 413 N.
Sherman Ave.

He has no car, spends little on entertainment or other vices, but he said he
managed to save 21/2 years for a color television. He's qualified for food stamps, he
said, but the 39-page application form and taxicab fare to pick them up make them
hardly worthwhile.

There are other restrictions, rules and programs. Sometimes, Freidel concedes, he
is reluctant to be entirely candid or to inquire about a new program for fear of
losing the security of his present assistance.

For one thing, he has ruled out marriage. As he understands the regulations, he
said, "If I met a woman-and unless she was handicapped just like I am-I'd lose
my benefits. That'd make me a tremendous burden. I just wouldn't do that to
anyone. I just wouldn't do it."

Generally, SSI administrators say a person can earn about $200 without losing
SSI benefits. Freidel understands that in his situation he stands to lose SSI benefits,
and medical assistance that goes with it, if he earns more than the $100 a month.

After his first publicly paid operation when he was 21, Freidel spend seven years
at the Dane County Home at Verona. He figures the cost to taxpayers then was
about $500 a month and that may have increased to $800 by now.

Freidel argues that, by trying to work, he's saving tax money, -"nd that, if he were
allowed to earn more, he might gradually assume even more of his medical ex-
penses.

"Next month I will have been on welfare for 20 years, and that's nothing to be
proud of," he said.

While he's sure he'll never be completely self-supporting, completely independent,
he's equally sure he could work more, earn more, pay more of his bills himself.

"In one way, I am 100 percent disabled," Freidel said. "In another sense-because
ofuts or boredom or craziness or whatever you want to call it-I'm not disabled."

I want to work. If I'm able to do it, let me.'
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(Case Study, March 1979)
Mary Jones, age 25, was a recipient of Social Security Disability Insurance,

Supplemental Security Income, Medicare and Medicaid until December, 1978. She
lost her eligibility for all of these disability-related benefits because she got a job. As
a result of these changes, however, her personal financial situation has become very
confusing. This case study will attempt to describe these financial difficulties.

Mary is disabled by a personality disorder and by a seizure disorder. Her person-
ality disorder is characterized by a high level of anxiety and tendency to make
herself dependent upon other people. Her seizure disorder has been characterized by
grand mal seizures, now controlled fairly well by medication, and by "blackouts'
which probably cannot be considered true seizures. Her "blackouts" however, are
probably beyond her control. Mary has also had a recent history of mild hallucina-
tions. Both her personality disorder and her seizure disorder have caused periods of
hospitalization during the last ten years.

Mary has a long history as a marginal worker. She has been in and out of at least
three different sheltered workshops in Wisconsin during the last seven years. She
received several months of training in food service from a vocational school. She
had a brief employment experience in 1975 working in a canning factory. These
vocational activities have been interrupted by hospitalizations, moves to different
towns, and the birth of a baby girl in 1976.

Mary's living arrangements have also been marginal and unstable. She has
bounced in and out of half-way houses to live with various relatives scattered in
different towns in southeastern Wisconsin. A recent attempt to live independently
in the community ended in failure because she persisted in calling the local rescue
squad too frequently for minor medical complaints.

In January, 1977, Mary moved to Fort Atkinson, Wisconsin, to live in Taylor Hall,
a small group home, and to work at Opportunities, Inc., a local sheltered workshop.
The State Division of Vocational Rehabilitation was providing services to Mary
designed to help her locate stable competitive employment. Mary continued her
employment at Opportunities, Inc., until September, 1977, when she entered compet-
itive employment at the J. F. Luther Junior High School as a food service worker in
the school cafeteria. Mary's new job was made available to her under a CETA
program operated by the local Job Service office.

At J. F. Luther Junior High School, Mary started out at the minimum hourly
wage of $2.65. She was scheduled to work thirty hours each week. While this rate of
pay and this work schedule would ordinarily be expected to yield monthly gross
earnings of about $345, Mary's actual gross monthly earnings never reached this
amount because of school vacations, teacher in-service days, her own occasional
absenteeism, and other occasions in which the school dismissed her from work
earlier than usual. During the 1977-78 school year, her average gross monthly
earnings were $252. Also, because the school is closed during the months of July
and August, she had no earned income during those months. Consequently, her
average gross monthly earnings from September 1, 1977 to September 1, 1978, were
$210.

Shortly after she started work at the school, her expected earnings of $345 per
month were reported to the Social Security Administration.

Mary had been a recipient of Social Security Disability Insurance, Supplemental
Security Income, Medicare, and Medicaid since 1974. When her eligibility for these
benefits was first established in 1974, the Social Security Administration (SSA)
indicated that they intended to review her eligibility again in January, 1975, for the
purpose of determining whether or not she was still disabled. Mary was considered
to be an individual who might achieve a medical recovery from her disability.

In January, 1975, her medical file was sitting in Baltimore, at the national
headquarters of the SSA, where such documents are usually stored. However, be-
cause of an inadequate computer program at that time, her file was not flagged for
review. No medical review was conducted, nor was a date set for a future review.
Because of this oversight, it is conceivable that Mary could have received her
disability benefits for the rest of her life with no questions asked, provided that her
earned income never exceeded the Substantial Gainful Activity earnings test (cur-
rently $240 per month). If a disabled recipient's gross monthly earnings exceed the
Substantial Gainful Activity earnings test amount, that recipient is no longer con-
sidered to be disabled and all SA benefits, including SSDI, SSI, Medicare and
Medicaid, are discontinued, regardless of what a medical review might reveal.

When her expected monthly earnings of $345 were reported to the SMA in Sep-
tember, 1977, no action was taken to terminate her SSA benefits. Her SSI payments
were adjusted downward to reflect her increased earnings, but she retained appar-
ent eligibility for all of her benefits. Because the social service and rehabilitation



215

personnel assisting Mary were not familiar with SSA regulations, they had no
reason to doubt that Mary was still eligible for SSA benefits, especially since the
SSA was still sending her monthly payments. In July, 1978, her SSI and SSDI
checks were increased to reflect a cost-of-living adjustment. On that same SSA
notice of change, her expected monthly wages of $348.83 were mentioned in their
explanation to Mary of how her SSI payment amount had been calculated.

In October, 1978, more than one year since her new job had first been reported,
the SSA notified Mary that her November SSI and SSDI checks were to be her last.
Effective December, all of her disability benefits were discontinued. She was further
informed that her eligibility for benefits had actually lapsed twelve months earlier.

In some cases, when earnings exceed $240 per month, the recipient may be
eligible for benefits during a Trial Work Period of up to nine months. Unfortunate-
ly, mary had already exhausted her Trial Work Period. According to SSA regula-
tions, any month in which a recipient earns more than $50 is a month which may
be counted as one of the nine trial work months. During her sheltered employment
at Opportunities, Inc., and other sheltered workshops, the number of months in
which she had earned more than $50 exceeded nine. Her Trial Work period had
vanished sometime before September, 1977. Technically, Mary owes the SSA ap-
proximately $1,800 for cash payments she was not eligible for from December, 1977
through November, 1978.

Meanwhile, back at the J. F. Luther Junior HIgh School, Mary's hours were
reduced when she started working again in September, 1978. Because the CETA
program terminated its involvement in her employment situation, the school decid-
ed that it could not afford to schedule her for more than fifteen hours per week.
They did, however, give her a raise to $3.14 per hour. Her expected monthly
earnings are now about $205. This amount, however, will be further reduced, again,
by school vacation days and occasional, normal absenteeism.

Does her new level of expected earnings make her eligible once again for SSA
benefits? No. Because her monthly earnings exceeded $240 several times during the
1977-78 school year, the SSA conducted a medical review. This time, the medical
review indicated that she is no longer disabled, based primarily upon the results of
a twenty minute office visit with a local psychiatrist, and the fact that she has
demonstrated an ability to earn more than $240 a month since September, 1977.

Left with less than $200 per month in income, Mary must now cover her own
medical expenses. While she is covered to some extent by her employer's group
health insurance plan, there are medical expenses which that plan is not covering.
For example, medications, Dilantin and Pathabate, at a monthly cost of $17.60, are
not covered. Since her SSA benefits were terminated, she has run up medical bills
totaling about $200. Mary will probably have to turn to the local general relief
program in order to deal with these medical expenses.

Taylor Hall, the group home where Mary resides, costs approximately $600 per
resident per month to operate. The Jefferson County Human Services Department
provides funding for the group home. However, that funding is based on the as-
sumption that all of the group home residents are SSI recipients. The residents, on
this basis, are asked to contribute most of their monthly SSI checks toward the cost
of their care, while Human Services picks up the remaining costs. In Mary's case,
she is no longer able to make this standard contribution toward the cost of her care
in the group home, leaving the group home and the Human Services Department
with the choice of either locating additional funding for her residency in the group
home or else asking her to leave the home before she is actually ready to attempt a
more independent living arrangement.

A possible strategy for dealing with Mary's situation is to help her locate full-time
employment which would yield a more workable monthly income. While this solu-
tion is always the most sensible in the long run, Mary's employment prospects are
presently very marginal. Her level of work adjustment is seen as very fragile. A
transition to another job contains the risk that she will not be able to adjust rapidly
enough to insure a favorable outcome. Her present employment situation affords
her with a level of psychological security and job satisfaction which should not be
disrupted at this time if she is to make continued progress toward full vocational
rehabilitation.

If Mary had not allowed her monthly earnings to exceed $240 per month during
the 1977-78 school year, she would probably have a net monthly income of about
$400, plus Medicaid and Medicare coverage, at this time. Anxiety-provoking confu-
sion over personal finances would have been avoided, thus enabling Mary to concen-
trate more appropriately on her personal and vocational adjustment.
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THE QUESTIONABLE CURE FOR THE CRISIS THAT DOESN'T EXIST

THE CASE AGAINST PROPOSED LIMITS ON SOCIAL SECURITY DISABILITY BENEFITS

(By Merton C. Bernstein and Walter D. Coles)

I. THE DI COST CRISIS HAS PASSED

A. Applications down
"The growth rate of the number of beneficiaries on the (DI] rolls is the lowest

since the beginning of the program," Secretary Califano informed the Committee on
Ways and Means on February 22, 1979.

In 1974 and 1975 the unexpectedly rapid increase in Disability Insurance rolls and
costs foreshadowed the impending bankruptcy of the Social Security Disability
Insurance Fund. After a relatively slow start, in the late 1950's benefit awards
zoomed upward from 208,000 in 1960 to 536,000 in 1974 and 592,000 in 1975. But
1976 and 1977 showed significant slackening in the annual rate. And the 1978
monthly figures indicate that the tide is ebbing: New DI awards-September 1977-
43,957 and September 1978-37,499. (Social Security Bulletin, January 1979, Table
M-17, page 64). Awards to dependents declined commensurately.

It seems thoroughly inappropriate to make the disabled pay for the assumptions
of economists and other social scientists whose mathematics and motives were pure
but whose projections, experience shows, are proving incorrect. The proper reaction
is a sigh of relief rather than to persist in a course probably no longer necessary.

B. Decoupling has already reduced benefit costs
Mistakes that Congress and SSA made in providing for the indexing of benefits

constitute a major reason for greater than expected benefit costs. Congress rectified
that error last year by its decoupling amendments, which should reduce projected
benefits outlays, possibly as much as 25 percent.

These two substantial developments mean that the anticipated crisis has passed.
It would compound past mistakes to change benefits to solve a problem whose
causes no longer exist.

At the very least, it would be prudent to wait and see what will develop before
proceeding to drastic action based upon assumptions that are not panning out.

I1. THE DISABLED REALLY ARE DISABLED

A. Rigorous eligibility criteria
Congress wrote tough disability eligibility requirements in 1956, when it first

added such benefits to the Social Security system. And in 1967 Congress rewrote the
eligibility criteria to tighten them. So, today, to qualify for benefits an applicant:

1. Must have a medically determinable condition that leaves him without the
capacity for substantial gainful employment;

2. That capacity need not be for his-regular work and need be only for kinds of
work that exist in substantial numbers in the economy, even if no job openings exist
and even if the applicant would not be hired;

3. The applicant must wait 5 months before becoming eligible for benefits.
(The difficulty of applying the criteria do not mean that many people get benefits

despite dubious eligibility. Indeed, my study persuades me that large numbers of
people who should quality do not.)

While these features of the law seem terribly basic, many people do not realize
how exacting these requirements are. So, the 5 month waiting period usually means
5 months without income. This results from the fact that unemployment compensa-
tion is payable only to employees able to work. And very few DI beneficiaries
qualify for workers compensation benefits. (The offset data indicate an overlap of
only about 2-3 percent between workers' compensation and the DI rolls.)

Other means-tested programs require a degree of impoverishment that most work-
ing people do not reach immediately upon disablenjent. So, it would take many
applicants quite some time to exhaust modest bank accounts, insurance and losing
one's home if it had a value over the small amounts allowable under most assist-
ance programs. Thus, although SSI has the same disability requirements as Disabil-
ity Insurance (but without the waiting period), it would ta e some substantial period
of income loss before all the newly disabled qualify for that program. In addition,
after application, a prompt SSI disability determination takes two to three months-
many take more. So, the 5 month waiting period constitutes a great hurdle and
great privation for many DI applicants.
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Most applicants who achieve benefit eligibility do so because they fit categories of
disease and impairment that clearly render them incapable of activities necessary to
do any significant work. Nonetheless a fairly substantial number of applicants, who
constitute a distinct minority of beneficiaries but most of the rejected applicants,
fall into a group with some residual capacity for physical activity. So for them the
question becomes whether they have "capacity for substantial gainful employment".

The test is largely a theoretical one.
The actual language is instructive:

An individual * ' shall be determined to be under a disability only if his
physical or mental impairment or impairments are of such severity that he is
not only unable to do his previous work but cannot, considering his age, educa-
tion, and work experience, engage in any kind of substantial gainful work
which exists in the national economy, regardless of whether such work exists in
the immediate area in which he lives, or whether a specific job vacancy exists
for him, or whether he would be hired if he applied for work. (Social Security
Act, sec. 223(aX2XA).)

So the applicant must be unable to do any kind of substantial gainful work
regardless of: whether such work exists where he lives, whether there is a specific
job vacancy for him, or whether he would be hired if he applied.

B. Rigorous HEW implementation
From the outset of the disability benefits program, HEW has been tough in

administering it. Not long after the program began, the Harrison Subcommittee
held hearings to probe the hard-nosed administration of DI by the Social Security
Administration. The federal district courts have reversed hundreds of denials of
benefits. SSA responded with proposals for legislation to tighten eligibility criteria;
that resulted in the addition of the phrases just quoted and underlined.

Despite the unevenness of state administration, HEW administration has been
tough. One example won't suffice, but it may illustrate the tenor of administration.

In Leftwich v. Gardner, 377 F.2d 287 (4th Cir. 1967) a 52 year old manual laborer
with severe back problems was denied benefits by SSA because he was employed,
making $150 a month as a dishwasher. The applicant had a wife and nine children
and worked despite intense pain. Moreover, the job had been specially arranged for
him at a sanitorium by a local politician; the management made special allowances
for his condition. Despite these circumstances, SSA denied benefits to him and his
family.

The point is not whether SSA was correct or incorrect (the decision was reversed
by the federal district court). The point is that SSA has operated the program
without undue generosity. Some would say-I among them-with no generosity at
all.

The regulation, in sec. 404.1503(b), makes it apparently ironclad that:
"If an individual is engaging [in] substantial gainful activity, a determination

shall be made that the individual is not under a disability without consideration
of either medical or vocational factors."

That this quoted preclusion is hardnosed, indeed, can be shown by another illus-
tration from my experience. When sitting as arbitrator, I had a case in which a 300
pound 32 year old truck driver was discharged as disabled by hypertension. Without
prescribed medication, he might die. Use of the medication, however, made it
dangerous for him to drive. His weight made it impossible to walk. But, to support
his family, he drove a rented truck as a private garbage hauler. Although the work
was killing him and he was in danger to himself and the public due to disease, the
regulation would bar even considering him for disability insurance benefits.

I agree with most commentators that the regulations will make DI administration
even more rigorous than it has been in the past. Overly liberal definitions or
administration do not seem a problem requiring the kind of crack down proposed.
Indeed, as George Meany observed in regard to the 1967 amendments, the definition
and application of disability criteria should be liberalized if the program is to keep
faithful to its promise.

I1. THE QUESTIONABLE JOB POTENTIAL OF MOST DISABLED BENEFICIARIES IN PERIODS
OF HIGH UNEMPLOYMENT

A. Characteristics of the disabled
SSA studies show that typically the disabled are: elderly persons who performed

unskilled or low skilled labor demanding physical effort which yielded low pay; for
the most part they have had little education. And most suffer from degenerative,
not traumatic, conditions. These characteristics mean that the overwhelming bulk
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of beneficiaries (and, indeed, many of the applicants denied benefits) have little
potential for retraining for jobs that exist in the economy.

It is utterly inhumane to refuse to recognize that in an economy with chronically
high unemployment, the chances of DI beneficiaries securing paid work are very
slight. Millions of able bodied job seekers have no success. When Humphrey-Haw-
kins was under consideration, Congress-once again-declined to adopt full employ-
ment as a goal to be achieved soon.

Under such circumstances, it is pious and cruel nonsense to seek to flog all DI
beneficiaries into being job seekers when very few, practically none, could look
forward to actual jobs.

B. What "rehabilitation" means-usually neither a job nor substantial earned in-
come

Since the inception of the Disability Insurance program, Congress has rightly
emphasized rehabilitation efforts. Considerations of humanity and efficiency war-
rant providing help to disabled people to regain as much ability to function as
possible. That should mean recovery of social as well as economic capability. The
emphasis, however, has been upon restoring earning capacity.

The best rehabilitator is a full employment economy. That provides employers
eager to use people's capabilities to the maximum. Real job opportunities provide
incentives to impaired individuals to redevelop their capacities. And such a condi-
tion gives training facilities more realistic targets for which to offer training.

At the opening of Secretary -Califano's February 22 testimony before Ways &
Means he referred to the rehabilitation program and "the rate at' which beneficia-
ries recovered and returned to work" (p. 3 of prepared text). In the body of his
statement, (p. 11), that changed to "medical recovery or return to work". The first
misleadingly suggests that removal from the DI rolls for "recovery" also means a
job. It does not mean any such thing for the great majority of the recovered. The
second version, with or, is more accurate, but still obscures the realities.

Realism requires recognizing that the severely disabled (the group which qualifies
for DI or comes close to doing so) will. be among the last to be hired.-This results not
only from their physical devastation, but also from their age and low skill levels
andtraining as well. Rehabilitation can make a difference in these capacities, but in
an economy with a surplus of able-bodied would-be workers, both fairness and
realism warn against expecting very much.

Rehabilitation does not mean getting a job nor achieving substantial earnings. As
administered, it means either going through the requisite training or regaining the
mythic capacity already described.

A study of 6,194 disabled-worker beneficiaries "rehabilitated" in fiscal year 1969
showed 44.2 percent with no earnings for 1970 "after rehabilitation". The table
shows that just about two-thirds (62.1 percent, including the 44.2 percent with no
earnings) achieved earnings under $2,000 (or under $1 an hour for a full employ-
ment year of 2,040 hours).

Happily about one-fifth (21.4 percent) earned over $5,000.

TABLE 57.-DISABLED-WORKER BENEFICIARIES REHABILITATED (WITH TRUST FUNDS) IN FISCAL
1969: RECOVERY AND OTHER BENEFIT TERMINATION EXPERIENCE AS OF DECEMBER 1970, BY 1970

EARNINGS AFTER REHABILITATION

Percent d5strats

Earnings after reftabrtat'on Total Recovery terminatios 2 Continuing

Termnaton Return to Age 65 Death osaity
continuing disablity

Number ............................................................................ 6,194 2,532
Earnings in calendar 1969:

Total percent .... .............. 000 1000

No earnings ........................................................... 44 2 9 3
$1 to $49 ........................................................ ..... 18 9
$50 to $999 ......................................................... 8.9 6.1
$1,000 to $1,999 .................................................. 1.2 7.5
$2,000 to $2.999 ................................................... 5.4 8.5
$3,000 to $3,999 ................................................... 5.0 10.0
$4,000 to $4,999 ................................................... 6.0 12.4

238 70 155 3,199

100.0 100.0 100.0 100.0

702 686 98.7 667
50 43 0 2.3

168 143 0 10.9
5.0 7.1 0 7.5
2.5 2.9 0 3.4
0 1.4 0 1.8
0 1.4 .6 1.8
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TABLE 57.-DISABLED-WORKER BENEFICIARIES REHABILITATED (WITH TRUST FUNDS) IN FISCAL
1969: RECOVERY AND OTHER BENEFIT TERMINATION EXPERIENCE AS OF DECEMBER 1970, BY 1970

EARNINGS AFTER REHABILITATION--Continued

Percent distrbuo

Earnings after reataton TOW Recvery teg atiors 2 Aetinin
Termnaton Retrn to Age 65 Death
continulo dsablity

$5,000 to $5,999 .................................................. 5.0 10.3 0 0 .6 1.5
$6,000 to $6,999 ......... ...................... ............. 5.1 10.4 0 0 0 1.6
$7,000 to $7,799 ......... ............... ...................... 3.4 7.3 0 0 0 .9
$1,800 ormore .................................................. 7.9 17.4 .4 0 0 1.5

Earnngs based on earnings Uxae under socat security, which are subject !o mania limits. No covered earning since 1950 reported for 1
percer of the rehabh nts, some may have had noncovered earrigs, others may have been incorrectly identified by account nunter.

2 Recover refers to 0AS01 benefW d terminAtio for medic improvement or return to sustained employmwet.

"Committee Staff Report, Committee on Ways and Means, on the Disability
Insurance Program" p. 290 (Committee Print, July 1974).

A similar analysis in the same report, concerning a somewhat longer period
(1967-72) and larger group 28,058, showed essentially the same patterns: in 1972
about one fifth (22.4 percent achieved earnings of $5,000 a year or more while 44.9
percent earned nothing; 10.2 percent earned $1 to $999; and another 12.4 percent
earned between $1,000 and $2,999. (The 1972 figures were somewhat better than
those for 1971, which were somewhat better than those for 1970-but much of the
dollar amount creep simply reflects inflation.) It is also pertinent that those with
the highest pre-disability earnings had larger rates of separation from benefits,
possibly due to higher skill levels.

One should not minimize the achievements of that minority-a small minority-
who did obtain substantial earnings to observe that most of the "rehabilitated" did
not.

And it is instructive that, despite the small earnings of the great majority of the
"rehabilitated," most did not go back on the benefit rolls, presumably because they
had earning "capacity." Only, 2,111 (7.5 percent) did go back on benefits. (40.9
percent were not removed from benefit status to begin with.)

The small rehabiliation program naturally concentrated on the individuals with
the greatest potential for restoration of earning capacity. So, greater efforts (not
accompanied by more ambitious training and a general economic recovery) could be
expected to yield smaller proportions of return to substantial earnings.

C. Low job potential in a high unemployment society
This brief commentary does not denigrate rehabilitation. It simply points out that

the DI population, very damaged people, has but slight potential for return to
substantial gainful employment in the economic climate characteristic of the last
decade. These data also warn that attempts to goad the disabled into employment
by reducing benefits has slight potential for gainful employment and great potential
for human suffering.

IV. THE ISSUE OF EXCESSIVE BENEFITS

A. Alleged abuse entirely theoretical
The proponents of a cap offer no actual proof of abuse due to high benefits. After

all the years of concerned probing of this program, proof would be presented if it
existed.

The 1978 Committee Print (95-39) on the Burke bill in the preceding Congress,
which set the pattern for the Administration and other like proposals, developed
entirely theoretical high benefits with illustrations of "almost $1,000 a month" (p.
8). This it was asserted, without a shred of evidence presented, includes~] malinger-
ing" (quoting the Committee's actuarial consultant).

As Abraham Lincoln sought to find out before Congress committed the folly of
going to war with Mexico
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where?
when?
by whom?

The answer comes: the case is hypothetical and "an extreme case" at that! Yet it
includes a finding of motive.

Embracing the entirely theortical analysis of economists, Secretary Califano advo-
cates a cap of 80 percent of "average" earnings prior to disability. This "average"
should not be confused with earnings just prior to disablement. Rather it is the"earnings on which the benefit are based" (to quote the Secretary); that is, the
average of all credited earnings, which, in the case of many, includes the quite low
earnings and lower creditable earnings of remote periods. So, the 80 percent "cap"
in reality means that often families subject to the limit would receive in benefits
less than 80 percent of the income earned by the disabled person just prior to
disablement. The older the worker, the more likely that will happen.

The Secretary's argument for the 80 percent cap runs this way:
"Benefits often (his word, my emphasis) equal or exceed pre-disability earnings"

[he omits "average" at that point]
This is a "disincentive."
Therefore, put a cap on benefits. (All of this appears on page 3 of his testimony.)
But on page 8, the presentation shifts:
His words: "Under current law, a small proportion of beneficiaries receive bene-

fits so high in relation to their predisability earnings, that the benefits, in effect,
serve as an incentive not to go back to work." (my emphasis) And he goes on:
"Approximately 16 percent of beneficiaries receive benefits that are more than 80
percent of their average [here it is] pre-disability-earnings." That overstates his own
1978 testimony to the same subcommittee; there (page 1 of Committee Print
WMCP-95-84) he indicated he was using "last year's awards." As specialists in this
field know, recent awards are higher than earlier awards because affected by more
recent, inflation-affected earnings."

So, the real figure for 80 percent plus recipients is below 16 percent for all
beneficiaries.

And, he points out, the higher benefits occur because of the addition of depend-
ents' benefits, principally for spouses and children.

B. The inapplicability of private insurance experience
1. Inaccurate Comparison.-Nor is the Secretary accurate when he states that the

80 percent cap "will still leave benefits well above those of private insurers." (p. 9).
He s comparing grapes and grapefruits. The two-thirds limits found in private
insurance apply to total earnings; the 80 percent limit counts against only credited
earnings, which were very low until recently. Moreover, private disability benefits
are found only in high pay jobs.

2. Differing purposes-private plans designed to facilitate removal of active work-
ers.-A frequent purpose of private plans is to facilitate the removal of active
workers when they do not perform up to the desires of management. In some
plans-as also with public programs for Police and Fire Pension Programs-the
program is designed to enable insiders to retire at relatively young ages with
favorable tax treatment. And private plan definitions of disability frequently enable
retirement if the individual no longer can do his assigned job, rather than any job.
Any number of such plans give management the option to require the retirement
and when it, rather than the employee, makes the choice the benefits are higher.
(So, for e-an-iple, only last week I was consulted (without fee) on the operation of a
plan which paid double the benefits for management-decided early retirement-not
quite the same thing as under discussion here, but indicative of motivation of some
managements for providing high benefit rates.)

So, the argument that experience under private disability plans shows high levels
of retirements does not apply to the DI program. Many such private plans provide
the high benefits purposely to enable easy separation. The purpose, definition, and
administrative approach of private plans frequently-I would say, usually-differ
from those in DI.

C. The new Lourdes-low benefits
Many times in the past hysterics have promised quick cures for the lame, the halt

and the blind. The economists new Lourdes is low benefits. So, they foretell, slug-a-
bed arthritics and hibernating hypertensives will arise and go back to work-lured,
the new Ladies of Fatima prophesy, by the fact that they can no longer receive lush
benefits as DI beneficiaries.



221

In fact, DI benefits already are low (even before decoupling). The most recent new
benefit awards reported averaged $327.66 a month disabled workers. (In September
1978, reported in January 1979 Social Security Bulletin page 1.) Published data do
not readily show the average family benefits in payment status. However, the
family maxima tend to be less than twice the primary benefit--so-a $600 average
family benefit below $600 a month might be a reasonable guess. $150 a week for a
family of five hardly will lure many-if any-from live jobs if they could get and
keep them.

V. INCOME NEEDS OF THE DISABLED

A. Cash income-before and after disablement
Practically all disabled people need more cash income after they are disabled than

before. The reason simply is that the able bodied do many things for themselves
that disablement often prevents. Many such activities are the equivalent of income.
Many are essential to day-to-day existence. To the extent that other family mem-
bers assume those functions, their ability to work, to learn, and tend their own
affairs is reduced. Meanwhile, the savings resulting from not working are negligible.
Let's take up those points in reverse order.

In estimating the needs of disabled people, it is common to note that not going to
work results in savings-on transportation, clothing, and food. Well, the disabled
must eat at home. Most people who qualify for DI formerly performed blue or gray
collar work, most of whom take their lunch boxes or brown bags (or whose employ-
ers provide food). So, savings on food would be infrequent and not certain for all
disabled. While white collar workers might save on clothing by not going to work,
blue and gray collar workers do not. Transportation costs would be saved. However,
to the extent that the disability prevents driving (as many conditions or their
treatment do), many disabled must use more expensive forms of transportation,
such as taxi cabs. In blue and gray collar families, both spouses work more often
than not; and if the non-disabled spouse didn't before, she or he will do so after the
partner's disablement if she/he can be spared. So transportation services by other
family members cannot be readily assumed.

Most of us turn our thermostats down when all family members are at work and
at school. A disabled person staying at home inevitably has higher heating, cooling,
lighting, and cooking bills than before.

Take one example recently reported on the front page of the St. Louis Post
Dispatch (February 18, 1979). The headline gives the essence: "Families Choice:
Heat, Food or Rent Money"

It tells the story of an elderly couple. The woman, who formerly brought home
some income from working as a cleaner in a commercial building, attempted to
maintain herself and her husband, who had been disabled for 25 years by work-
connected injuries and Parkinson's Disease. He constantly wets himself in the bed
and repeatedly falls down. She no longer can go to work because he needs constant
attendance. Their income: about $400 a month. Their heating bill: $82.69 in one
winter month. (I deduce from the story that they receive a minimum Social Security
check plus SSI. But it could just as readily be DI.) -

One does not need to be Keynes or Samuelson to know of the skyrocketing cost of
heating. (This family tried to economize by installing a trash burner and huddling
around it during the night.) Yet, Congress let lapse the federal program to help the
needy pay for heating bills. And the proposed budget recommends $40 million for
the entire nation for next fiscal year-which is one-fifth of what that program
provided two years ago when heating costs were much lower. And most of that
smaller amount would go for weatherproofing rather than fuel bills.

In sum, lower benefit cannot be reasonably predicated on savings attributable to
not working.

Taxes on pay would be saved. At the lowest tax bracket paying 14 percent, after
deductions and standard exemptions, this savings cannot be more than-or even as
much as-10 percent.

B. Increased health care costs-unavailability of medicare
Moreover, medical expenses usually increase for the disabled. Private work-based

health insurance disappears with one's former job. And Medicare does not become
available to DI beneficiaries during the first two years of disability-a terrible
hardship.

C. Loss of pre-disability noncash income
Many able bodied people engage in non-employment activities that produce goods

and services to themselves and their families-what economists call "imputed in-

54-198 0 - 79 - 15
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come." So, for example, many people do their own repair work. Rather than paying
plumbers, electricians, painters, or mechanics, they fix and maintain their homes
and cars. They plant gardens and grow some of their own food; they tend fruit trees
and mow their own lawns.

One study at the University of Michigan placed the average value of such activi-
ties at $3,500 a year per family (in 1964 prices)-or the equivalent of about half of
average family cash income. (The two figures would have to be increased substan-
tially to translate into 1979 dollars.) These activities included housework. Anyone
who has copid in the absence of his/her spouse, knows that housework takes
enormous effort and time. Where one substitutes for the former activities of another
family member, the activities subtracts from income production, other tasks produc-
ing imputed income, study, and, not unimportantly, leisure. Indeed, studies show
that disablement places enormous strains upon family relationships, often leading
to family break up, which is hardest on the disabled person. (In one seminar, my
students came upon several examples. One woman had been rendered a paraplegic
in a one car accident; her husband drove the car. After she spent several months in
an iron-lung; he divorced her. She subsisted-alone-in an institution, kept alive by
SSI. Had she worked, it would have been DI.)

One out of three DI beneficiaries also receives SSI (whose qualifying criteria and
benefits are not themselves terribly generous). That provides some measure of the
adequacy of DI benefits. In all, the blind and other disabled receiving SSI benefits
numbered about 2.2 million persons (in September 1978). They about equaled the
number of destitute aged (over 65) receiving 5SI.

These are seriously disabled people. Work (of any substantial amount) is not a
real alternative for them, at least not under existing economic conditions.

They should not be the first group sacrificed to the demand for economy. Indeed,
they should be among the last.

Millions of the able bodied will join their ranks. (Peter Milius of the Washington
Post recently reported an estimate that one-third of the population will draw DI
benefits sometime during their life time. I cannot vouch for the estimate, given to
him, however by someone with expertise. The figure seems high to me.) If and when
our time comes, all of us would hope for a better deal than currently available.
None of us would opt for the proposals recommended by Secretary Califano.

That should be instructive.

Vi. SECRETARY'S CALJFANO'S MISTAKES

Frankly, I don't think that Secretary Califano knows what he's talking about in
regard to this program. He's too compassionate a person to knowingly advocate a
program that's so unfair and cruel to the weakest members of society.

It's not hard to guess what happened. The pressure has been on to lower Social
Security payroll taxes. Meanwhile, specialists remain stimulated by the "crisis" in
DI costs; although the crisis is ebbing, that wasn't so apparent when they launched
their efforts to trim costs. The staff people did what they were told: they came up
with plausible, if forced, arguments to justify cuts. They have been egged on by a
few economists still manipulating graphs based upon economic man (whose elastic-
ity is questionable in the best situations; the disabled are a lot less elastic than the
rest of us. The rest of us are not so fantastically elastic, either; a stroke would put
most of us out of business.) Anyhow, the Secretary, a busy executive, does not have
the expertise in this difficult field to see the thin places in the data and logic. So,
like the hyperactive, overachieving enthusiast that he is, he heartily recommends a
program that is as questionable as it is heartless. I just hope that, as a thoroughly
moral man, he will take the time and show the intellectual and ethical courage to
reverse himself.

Wouldn't that be refreshing?

Vii. SUMMARY OF ARGUMRNTS AGAINST BENEFITS CAP

Trimming Disability Insurance rolls and costs are not as urgent as formerly
appeared because applications and awards have dropped to the lowest rates in two
decades and the 1978 Social Security decoupling has already reduced projected
benefits and program costs.

Those awarded benefits as disabled are disabled. The statute, regulations, and
SSA Administration are rigorous.

The work potential of DI benefits is negligible, especially in current high unem-
ployment conditions. The Secretary's emphasis on rehabilitation is at odds with
program history. It is not realistic to expect rehabilitation to return substantial
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numbers of DI beneficiaries to substantial earnings-most of those "rehabilitated"
achieve no earnings or only slight earnings-but many, nonetheless, lose benefits.

The abuse alleged is entirely theoretical. Proceeding on the assumption that some
benefits are high (very few are), it goes on to assume that some beneficiaries prefer
benefits to work, as if many had a choice. The allegation of malingering is complete-
ly unsubstantiated.

In fact, the disabled do need more money after disablement than before. Many of
the things they formerly did for themselves, some of which generated substantial
imputed income, they no longer can do. Meanwhile, their living costs go up-more
for home energy costs, more for medical care.

The Califano proposals would be wrong if there were a crisis in DI costs. In the
absence of such a crisis, they are doubly wrong.

STATEMENT SULMrlED BY JAMES A. Cox, JR., ExECUTIvE DIRECTOR, NATIONAL
ASSOCIATION OF REHABILITATION FACILITIES

Mr. Chairman, my name is Allen Cox. I am Executive Director of the National
Association of Rehabilitation Facilities (NARF). NARF has about 1,000 members
who provide comprehensive rehabilitation services to over 3,000 disabled individuals
annually. Many of these are Social Security Disability Insurance beneficiaries and
Supplemental Security Income disability beneficiaries. We support H.R. 3464, the
Supplemental Security Income Disability Amendments of 1979 which will improve
considerably the lot of SSI beneficiaries. However, we feel that H.R. 3236, the
Disability Insurance Amendments of 1979 does not sufficiently broaden the opportu-
nities for disabled citizens to return to gainful employment. These issues are of
great importance to handicapped citizens and they deserve our full consideration.

e majority of my remarks are addressed to H.R. 3236.
The SSDI program provides benefits and rehabilitation services to individuals

determined to be disabled and therefore unable to work.
Theoretically it contains incentives to people to seek employment; however, these

aspects of the program actually act as disincentives to employment. The Beneficia-
ries Rehabilitation Program, a main feature in returning the disabled to competitive
employment has managed to achieve a margin of success against these obstacles.
We support incentives to help beneficiaries to become self-sufficient, but throu h a
system that does so by terminating benefits. We support those provisions of H.R.
3236 which eliminate several disincentives in the program. They are eliminating the
Medicare waiting periods subsequent to the inital 24 months; extending the trial
work period to 24 months and excluding from substantial gainful activity earnings
offset by extraordinary work expenses, including attendant care. However, we feel
the bill can be improved. We offer for your consideration the following comments:

A. Family benefit ceiling, section 2
Section 2 of the bill proposes to place a ceiling on the total disability insurance

family benefits at an amount equal to the smaller of 80 percent of worker's average
indexed monthly earning or 150 percent of the worker's primary benefit. In includ-
ing this section, the House Committee felt that such a limitation would strengthen
work incentives for disabled beneficiaries. We believe it will have an opposite effect.
People unable to work will be even less willing to take the risk of losing benefits if
they fail. Furthermore, those who are disabled and cannot work should not be
penalized for their disability. NARF therefore joins the other organizations who
have opposed this section.

B. Cost of rehabilitation services from trust funds, section 13
Section 13 of H.R. 3236 would make significant changes in the authorization of

funds for rehabilitation services for disabled individuals under Section 202 and 203
of the Social Security Act. The expressed intent of these changes is to integrate the
beneficiaries rehabilitation program into the ongoing program of vocational reha-
bilitation carried out by state vocational rehabilitation agencies under the authority
of the Rehabilitation Act of 1973 as amended. We support this objective, but believe
the drastic changes made by this bill will be counter productive. The bill is premised
on the assumption that the Vocational Rehabilitation program will be expanded to
make up the sharp reduction in funding of V.R. services, which will occur if this bill
is passed. The Ways and Means Committee estimates that expenditures from the
SSDI Trust Fund will drop by close to 75 percent. The idea of integrating the SSDI
rehabilitation program into the ongoing V.R. effort is sound, but this should not be
left to chance. H.R. 3236 does not make this explicit connection although it was
amended on the House floor to push back the effective date of these provisions until
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fiscal year 1982. This action was designed to provide time to legislate increases in
the V.R. program. We believe this conversion should be made now and in one bill.
Accordingly, we recommend that to the extent that the SSDI beneficiary rehabilita-
tion program is reduced, the authorizations for core service funds in the Rehabilita-
tion Act should be increased. Absent such action we recommend that this Section of
the bill be deleted.

Expenditures for beneficiaries rehabilitation programs have been essentially stat-
ic for the last several years. This reflects a 1976 GAO report which found the
benefits of the program to exceed its cost, but by lesser margins than previously
represented. Freezing the budget under such circumstances is false economy both in
terms of Federal dollars and human lives. The effect has been to reduce the
availability of rehabilitation services to persons drawing social security payments by
reason of disability, thus reducing the possibility of their returning to substantial
gainful employment. This freeze on expenditures has had this negative effect with-
out any positive return since it was not accompanied by any reform or improve-
ments in administration or management to enhance the results of the program.

If Section 13 is retained we suggest modifications. Section 13, H.R. 3236 would
provide for reimbursement of a vocational rehabilitation program including a bonus
payment to the state for successful rehabilitation which is defined as substantial
gainful activity which lasts for a continuous period of 12 months, or 12 months
employment in a sheltered workshop. this result-oriented reimbursement system iscertainly tied to the basic justification of trust fund expenditures for rehabilitation
services. It has, however, some ramifications which should be examined and which
may) require changes in the bill as follows:

(1 t ot clear ht thepmP~t~~ents authorized for reimbursement to the generalfund in the US. Treasury o states are in addition to authorized and appropri-
ated amendents under Title I of the Rehabilitation Act. This should be clear from
the face of the legislation, otherwise the effect of this bill could be to reducerehabilitation services for bth social security beneficiaries and other vocational
rehabilitation clients.

(2) Further, it is not clear how much money is to be available. The bill would
authorize "such sums as may be necessary." However, the Secretary is directed todetermine "the total amount to be reimbursed for the cost of services under this
subsection." It is, again, not clear whether this later provision is intended to placelimits on rates of reimbursement for services, or as a cap on the entire p am. If
it is. the latter, we believe that the legislative history should indicateat the
maximum funding capable of yielding a positive cost benefit ratio be made availa-
ble.(3) We are concerned that the result-oriented thrust for reimbursement, while
conceptually valid, may have the effect of excluding severely handicapped individ-
uals from rehabilitation services. The recent amendments to the Rehabilitation Act
have established.i a Co ngress.ional priority for services to severely handicapped indi-viduals. A provision i thi legislation which conditions reimbursement on success-
ful cases is likely to cause vocational rehabilitation agencies to shy away from
difficult cases where the prospects for successful rehabilitation are good, but by no
means certain. This could be remedied b providing the states a bonus in successful
cases and simple cost reimbursement in those which do not come to successful
closure. An alternative might be to allow a state a specific maximum "failure" rate.

We support the idea of a study of alternative means for providing rehabilitation
services to disabled beneficiaries. This entire program has not received the attention
it deserves and a reappraisal, oriented to producing maximum effectiveness, is
warranted.
C. Additional recommendations

(1) Trial Work Period: SGA Test
Any calendar month in which a disabled recipient earns less than the substantial

gainful activity earnings test amount should not be counted as a month of trial
work.Under existing Social Security Administration regulations, any calendar month in
which a disabled recipient earns more than $ in gross wages may be counted as
one month of the nine-month trial work period. Thin regulation makes it possible
for disabled employees of sheltered workshop to exhaust all or part of their trial
work period before they are read, to attempt independent, community employment.
The Social Security Amnistration is considering increasing the trial work period
earnings level from $50 per month to $75 per month. Even with this minor adjust-
ment the test will continue to deprive many sheltered worksho employees of a
meaningful trial work pe riod. The creation of a 24-month trial work period as
mpen H.R. 3236 will not help sheltered workshop employees who have earned
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more than $75 per month during the two-year period of sheltered workshop employ-
ment. We are unaware of any justification for the $50 earnings level for a trial work
period month. Because this regulation performs a substantial disservice to disabled
workers, we recommend that it be removed.

(2) Amend SGA Earnings Levels and Definition
H.R. 3464 proposes an increase in the SGA earning levels; establishes a definition

of countable earnings and sets forth certain disrega-ds in determining countable
earnings for purposes of SGA. These disregards include the first $65 of monthly
earnings; impairment related work expenses for certain severely disabled individ-
uals and 50 percent of remaining monthly earnings. H.R. 3464 also establishes the
following disregards in calculating the monthly SSI payments:

The first $65 of monthly earnings, which is current law;
Standard work related expense disregard equal to 20 percent of gross earnings;
Impairment related work expenses incurred by certain severely disabled individ-

uals;
50 percent of any remaining monthly earnings which is current law.
The bill would adjust the test of an individual's ability to engage in substantial

gnful activity to coincide more closely with the normal phase-out point for Federal
benefits. The effect would be to reduce the work disincentives for the disabled

by more closely aligning the test for disability under SSI with the program's Federal
income test. We recommend the same amendment be adopted for determining SGA
under the SSDI program..

(3) Demonstration Authority
The demonstration authority which would be created by Section 4 of H.R. 3236

should be expanded to cover Title XIX of the Social Security Act and be examined
to assure that it does not conflict with Section 5, Research and Demonstration
Projects of H.R. 3464.

I would like to direct your attention to a statement made by Congressman Bill
Archer during the 2nd session of the 95th Congress when H.R. 12972 was reported
out of the House Committee on Ways and Means. H.R. 12972 addressed work
incentive issues in the Supplemental Security Income program. In his statement,
Congressman Archer suggested that the work problems of disabled SSI recipients
and the work incentive problems of SSDI beneficiaries need to be considered and
dealt with together, rather than separately. He pointed out that more than a third
of those receiving SSI disability payments also receive Social Security benefits. He
concluded his statement by saying: "Perfect answers to related problems in these
overlapping programs may not be found, but better answers certainly can be ob-
tained through a cooperative effort by the two subcommittees involved.'"

If this is true of legislation, it also applies to demonstration projects. In Wiscon-
sin, for example, there are an estimated 10,000 working-age persons who are receiv-
ing both SSI and SSDI benefits. Over 8,000 of these individuals are receiving
benefits from all of four Social Security programs; SSI, SSDI, Medicare and Medic-
aid. Demonstration authority which fails to recognize the overlapping nature of
these programs is less likely to produce meaningful results.

(4) Reduce Income Tax and Benefit Reduction Rates.
If a disabled beneficiary has not medically recovered, the combination of income

tax rates and benefit reduction rates applied on earnings in excess of the substan-
tial gainful activity earnings test amount should not be allowed to exceed 100
percent.

One of our members has reported the following example about "Larry Johnson."
Larry is confined to a wheelchair as a result of a spinal cord injury. His doctor told
him that the possibility of a medical recovery is extremely slight and that he should
plan on being confined to a wheelchair for the rest of his life. Larry turned down an
offer of full-time minimum wage employment in order to avoid a $484 reduction in
his net monthly income and to avoid the loss of Medicare coverage. He and his
daughter are SSDI beneficiaries.

To Larry, any time the government takes away from you because of an increase
in ynur earnings, you have just been taxed. If Larry had accepted the job offer, his
earnings would have exceeded the SGA earnings test by $260. On that amount, he
would have. paid 6.13 percent to FICA, 4.4 percent to the State of Wisconsin, 13
percent to the IRS, and 271 percent to the Social Security Administration in the
form of discontinued disability benefits. The combined "tax rate" on earnings in
excess of the SGA earnings test would have totaled out to 29.5 percent. On top of
this, he would have lost Medicare coverage.

Suppose, instead, that this combined "tax rate" had been limited to 100 percent.
After he paid his FICA and income taxes, the Social Security Administration would
have reduced his disability benefits by about $200 per month. In this case, Larry
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would have accepted the job offered to him since he is eager to increase his
vocational activities. This Social Security Administration, in turn, would have saved
about $2,400 per year on his disability claim.

(5) Retention of Medicare/MedicaEligibility
If a disabled beneficiary has not medically recovered at the time that his or her

earnings exceed the SGA earnings test, and that beneficiary would otherwise be
forced to accept substandard health insurance coverage or would not be able to
replace Medicare/Medicaid coverage or existing prescribed medical treatments, he
or she should be allowed to retain eligibility for Medicare under SSDI and Medicaid
under SSI under a cost-sharing arrangement. The cost-sharing arrangement should
be consistent with Recommendation No. 4.

A two-year extension of Medicare/Medicaid benefits after a beneficiary leaves the
benefit rolls would be very helpful to individuals who can expect to reduce their
medical expenses and obtain standard health insurance coverage by the end of the
two-year period. Private sector insurance may not successfully replace portions of
Medicaid coverage. Many other disabled recipients are probably in a similar
situation.

The Medicare/Medicaid programs should be modified to assist those who wish to
return to the labor force with a disabling condition if that disabling condition lasts
longer than two years.

AMERICAN COUNCIL OF THE BLIND, STATEMENT BEFORE THE COMMITTEE ON
FINANCE OF THE U.S. SENATE

On H.R. 3464, H.R. 3236 and other proposals related to the Social Security
Disability and Supplemental Security Income Disability programs October 5, 1979.

SUMMARY

The American Council of the Blind, a national membership organization of blind
persons, and the Affiliated Leadership League of and for the Blind of America, a
coalition of national, state and local organizations of blind persons and nonprofit
agencies serving blind persons take the following positions:

1. We ardently oppose any favorable action on H.R. 3236, Disability Insurance
Amendments of 1979.

2. We support the provisions of H.R. 3464, S. 591 and similar proposals.
3. We support the following additional amendments to Title XVI.
(a) The amending of Section 1612(bX4XAXi) of the Social Security Act to provide

for the same amount of exempt earnings for blind SSI beneficiaries as are now
allowed for blind disability beneficiaries under Section 223 of the Social Security
Act;

(b) The extending of the SSI program to Puerto Rico, Guam and the Virgin
Islands on the same basis as in the states.

I. ACB and all oppose H.R. 3286
The American Council of the Blind and the Affiliated Leadership League ardently

oppose H.R. 3236 as passed by the House of Representatives.
e approve of some of the amendments contained in H.R. 3236, particularly

Section 5 which allows the exclusion of extraordinary work expenses due to severe
disability and Section 6 which extends the trial work period as well as extending
entitlement to disability insurance and related benefits. These amendments to Title
II are similar in nature to those proposed by H.R. 3464 to Title XVI and they are
positive steps toward removing some of the serious work disincentives for disabled
beneficiaries.

However, Sections 2 and 3 of H.R. 3236 are so detrimental that they far outweigh
any benefits contained in the rest of the bill.

S ion 2 places a "cap" on the family benefit level and Section 3 reduces the
number of "dropout" years for disabled beneficiaries under the age of 47. The effect
of these provisions would be to reduce cash benefits for individuals and families who
would qualify after January 1, 1980. Clearly, both of these provisions would work
the greatest hardship on younger disabled persons. While this negative effect would
apply to all disabilities, the impact upon the blind is particularly startling. Accord-
ing to Social Security Administration statistics, one-third of the total 2.8 million
disabled beneficiaries are under the age of 50. Yet, within this total, among the
115,940 blind beneficiaries, fully 71 percent are under 50 years of age. Thus, the
detrimental impact upon the blind would be more than twice as great as upon
disabled persons generally.
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Further SSA statistics indicate that the hardship will also fall more heavily upon
minority groups in many instances. For example, of all blind beneficiaries in South
Carolina, 44.8 percent are black. In Louisiana, 43.3 percent of all blind recipients
are black. And in the state of Texas it is reported that the percentage of black
beneficiaries is a disproportionately high 21.4 percent. It is not likely that these
percentages will change as prospective beneficiaries are added to the rolls.

Another group hit especially hard by these amendments is the Viet Nam era
veterans who are also in this younger age bracket. The stated rationale for cutting
disability benefits is that such action will somehow prove to be an incentive for
getting disabled persons to work. This reasoning becomes a cruel fallacy when one
recognizes that the impact will be most severe upon minorities, Viet Nam era
veterans and other groups whose difficulty securing employment, even without a
severe disability, is well known.

The assumption underlying the rationale discussed above is even more cruel and
we share in the sentiment expressed by the Honorable Claude Pepper during the
House of Representatives debate on H.R. 3236 on September 6, 1979.

Now, is what my honorable friend is saying that the crippled, the disabled people
of the country are to be castigated as chiselers? They are not going back to work,
because they are getting more under this law than they would get if they are
working? That is a severe castigation of the disabled people of this country.

I believe that the incentive to better life for his family burns just as brightly in
the heart of a disabled person as it does anybody else, including the Members of this
House (at page H 7409).

The Senate Committee on Labor and Human Resources held hearings last June
on a proposal to amend Title VII of the Civil Rights Act of 1964 to include
handicapped persons. One witness after another testified about the severe employ-
ment discrimination faced by disabled Americans who are qualified and willing to
work. How can one justify a rationale of cutting benefits to force people back to
work, when unemployment continues to be such a serious problem nationally and
when those jobs which are available are all too frequently not "open" when the
applicant is disabled?

II. ACB and all support H.R. 3464
The American Council of the Blind and the Affiliated Leadership League support

H.R. 3464 and similar proposals such as S. 591.
We commend the proposed amendments to Title XVI which address the serious

problem of the work disincentives presently built into the law for disabled persons
receiving SSI. The House Committee Report to accompany H.R. 3464 (H. Rep. No.
96-104) concisely states the problem:

Under current SSI provisions (as of July 1, 1979) a disabled individual who earns
more than $280 a month faces the loss of up to $1,200 in yearly Federal SSI
payments plus the loss of any State SSI supplementation payments. In addition, he
or she may lose social service assistance and Medicaid.

Faced with this abrupt loss of income assistance, health care and social services,
disabled individuals with employment potential are discouraged from seeking and
accepting employment. Even those persons with a strong desire to work dare not
risk the complete loss of medical care, income assistance and needed social services
(at page 24).

Both H.R. 3464 and S. 591 address this problem and we support such equitable
provisions.

We note that for disabled people the continuance of medical benefits is particular-
ly important. While the proposals before this Committee would help to ease the
burden of the situation as it now exists, we point out that only the enactment of a
truly comprehensive national health insurance program will fully meet the needs of
dibled persons and all other Americans. We look forward to working with this
Committee and others in achieving that urgent goal.

III. Additional suggested amendments to the SSI program
In addition to the provisions included in H.R. 3464, S. 591 and other proposals, we

urge consideration of the following amendments to Title XVI.
We favor increasing the amount of exempt or disregarded earnings of blind SSI

beneficiaries under Title XVI. We all know that the present exemption of $780 per
year is a serious disincentive for such beneficiaries to engage in such part-time and
usually low-paying work as they can obtain. We were encouraged by the provisions
of are not subject to the substantial gainful activity rule. In explaining Section 335
of Public Law 95-216 which amended Section 223 of the Social Security Act with
respect to exempt earnings of blind beneficiaries under Title II.
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Many blind persons receive benefits concurrently under both titles which means
that the Title 11 amendment is no practical improvement for them unless the
exemption under Title XVI is changed accordingly. Blind SSI beneficiaries are not
subject to the substantial gainful activity rule. In explaining Section 335 of Public
Law 95-216, Senator Long said (Congressional Record, Dec. 15, 1977, S. 19500Y

Blind persons would be eligible for social security disability benefits up to a
higher level of earnings than now permitted. Under present regulations, substantial
gainful activity (SGA) is measured at $200 a month ($2,400 a year) and earnings
over this amount would lead to termination of benefits. Under the bill, the SGA
amount would be the same as the retirement test for persons age 65 and over-that
is, $4,000 in 1978, $4,500 in 1979, $5,000 in 1980, $5,500 in 1981, $6,000 in 1982, and
adjusted automatically by increases in earnings levels thereafter. The SGA level for
other disabled persons is not changed.

In any event, since the number of blind SSI beneficiaries is relatively small, and
since it appears that a comparatively small fraction of such present beneficiaries
are working, the economic effect of the proposed exemption would not be great.

We propose an amendment to replace Section 1612(b)4)AXi. All earned income,
not excluded by the preceding paragraphs of this subsection, that does not exceed
the exempt amount under Section 203(bX8) which is applicable to individuals de-
scribed in subparagraph (D) thereof, plus one-half of the remainder thereof.

In the last Congress the House passed H.R. 7200 which would have extended SSI
coverage to aged, blind and disabled persons in Puerto Rico, Guam and the Virgin
Islands on a pro-rated basis. We urge that this Congress extend the benefits of Title
XVI on the same basis as for the several states.

Under the present law, the following were the average monthly payments in
December 1976: Puerto Rico-$19.04 for the aged, $13.59 for the blind, and $14.37
for the disabled; Virgin Islands-55.94 for the aged, $56.28 for the blind, and $55.94
for the disabled. In Puerto Rico, for example, in January 1976 a total of 35,384 aged,
blind and disabled persons received cash assistance at rates such as those stated
above. Even though most of the residents of these territories are citizens of the
United States, they face severe discrimination because of this disparate treatment.
We know no better way of stating our position than the works of President Carter
to the Governor of Puerto Rico: "The Constitution of the United States does not
distinguish between citizens. We do not have in our country first and second class
citizens."

RESOLUTION

Whereas H.R. 3236 would place a regressive ceiling on the total family benefits of
future disabled beneficiaries;

And whereas this legislation would change the "drop-out years" formula to the
detriment of disabled beneficiaries especially those who become disabled before age
47;

And whereas we recognize that H.R. 3236 is only the first step in an announced
plan to reduce benefits for other categories of Social Security beneficiaries;

And whereas a coalition of more than 100 organizations including the American
Council of the Blind has been formed to oppose the reactionary and regressive
provisions of H.R. 3236;

And whereas this organization appreciates the substantial assistance being given
through this coalition by organizations of older persons, labor, women, minorities
and others: now therefore be it

Resolved by the American Council of the Blind in convention assembled on this
7th day of July, 1979 in Grand Rapids, Michigan, that this organization actively
participate in the collective effort to defeat H.R. 3236 and other detrimental legisla-
tion affecting other classes of Social Security beneficiaries; and be it further

Resolved That this organization petition the House of Representatives to defeat
H.R. 3236 and that Council members be urged to petition their representatives
accordingly.

TESTIMONY OF THE PENNSYLVANIA ALLIANCE OF PHYSICALLY HANDICAPPED AND
DISABLED IN ACTION OF PENNSYLVANIA

The Pennsylvania Alliance of the Physically Handicapped and Disabled in Action
of Pennsylvania are comprised of seven organizations of the disabled and handi-
capped in Pennsylvania with nearly 2,000 members who have organized to advocate
for the civil rights and statutory entitlements of the disabled.
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This testimony is submitted to oppose most strenuously, two punitive provisions of
H.R. 3236 (Sections 2 and 3), the Disability Insurance Amendments of 1979, which
do nothing to establish work incentives, are based on factual and accounting as-
sumptions which to date have misled Congress, and which deprive the least able in
our society of income essential to their lives and well-being.

A. THE HARMFUL EFFECTS OF H.R. 3236 ON DISABILITY INSURANCE BENEFIT LEVELS

1. Section 3 reduction of drop-out years for younger disabled workers
Under current law Disability Insurance benefits are based upon an individual's

average countable lifetime earnings minus the five lowest years of earnings (the
"drop-out" years).'

Although current law allows five years of low earnings to be dropped, H.R. 3236
would allow drop-out years as follows: Nu mber of

drop-out
Worker's age yers
U n d e r 27 ............................................................................................................................ 0
27 th ro ug h 3 1 .................................................................................................................... 1
32 th rou g h 36 .................................................................................................................... 2
37 th ro ug h 4 1 .................................................................................................................... 3
42 th roug h 46 .................................................................................................................... 4
47 a n d over ........................................................................................................................ 5

The most significant effect of the change in drop-out years would be to lower
benefits for younger disabled workers, since they would be permitted to drop fewer
years of low earnings when computing the average earnings upon which benefits
are based.

The House Committee stated in its report that the purpose of the reduction in
drop-out years for younger DI recipients was to "reduce the disparity in disability
benefits between young and older disabled workers." (p. 6)

This has surface appeal as the percentage of the worker's covered earnings
decreases as the age of the worker increases. For example, two individuals who both
began working at the age of 20 might become disabled at the ages of 31 and 58
respectively. Under current law, both would drop their five lowest years of earnings,
so the younger disabled worker would have benefits computed on 6 of his 11 years of
earnings, while the older worker would have his benefits computed on 33 of his 38
ears of earnings. Thus, the percentage of earnings years upon which benefits were
asked would be 54.5 percent of actual earnings history for the younger worker and

86.8 percent of actual earnings history for the older worker.
But upon a closer examination, however, it would appear that the H.R. 3236

proposal leads to unexpected and unintended hardships for persons who become
disabled at a younger age.

First, persons who qualify for disability benefits at younger ages must be among
the most severely disabled of all DI beneficiaries in order to qualify for benefits in
the first place. Older disabled workers can become eligible for coverage based upon
a combination of age, education, training and work experience under a new "grid"
system instituted (see Appendix "A" attached).

A second factor is that workers who become disabled at a younger age are
"frozen" at the average earnings level at which they become disabled. Thus, while
their age group peers can share in the growth of the economy, and can add to that
by growth in their own earnings capacity, the unfortunate person who becomes
severely disabled at a younger age benefits only from regular cost of living in-
creases. What occurs, then, is that the younger worker who becomes disabled under
current law can enjoy a benefit advantage during his first years of coverage;
however, he will lose that advantage as he becomes older and "falls behind" the
growth in the national economy. If Section 3 of H.R. 3236 is adopted, he not only
will start out at a much lower level of benefits, but also will experience a significant
additional drop in his relative income as compared to his peers.
2. Section 2 limitation on maximum family benefits in disability cases

H.R. 3236 proposes to limit family benefits to 1.5 times the individual benefit
among (PIA), or 80 percent of average indexed monthly earnings (AIME), as long as
the family received at least 100 percent of the amount to which the individual
Would otherwise be entitled.

3 Average earnings are considerably less than those earned immediately prior to the onset of
disability. The justification for thl "cap" on benefits in Section 2 is based on the misleading
premise of comparing benefit levels to earnings immediately prior to the onset of disability, and
not to average lifetime earnings which is current law.
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This "cap" would have a significant negative impact upon all new disabled work-
ers with families. For younger disabled workers with families, the impact would be
even greater since the average earnings upon which their individual benefits are
based would be lower as a result of the reduction in "drop-out" years. ,1Ct

As one can see by the table and graph attached as Appendices '1B"; and ",
benefit levels under the proposed "cap" on benefits would be significantly less than
average lifetime earnings which, in turn, are generally lower than actual earnings
immediately prior to onset of disability.

B. THE ERRONEOUS AND INHUMANE JURISDICTION FOR THESE CUT BACKS

A slickly packaged rationale for these cuts has been given to the Senate, which
under close scrutiny, shows major fallacies. The House Report, No. 96-100, p. 4,
stated: Recent actuarial studies in both the public and private sector have indicated
that high replacement rates (the ratio of benefits to previous earnings) have consti-
tuted a major disincentive to disabled people in attempting rehabilitation or gener-
ally returning to the work force.

The main rationale assumes:
1. That replacement rates in the DI program are high;
2. That actuarial studies of the private sector can be applied accurately to the DI

program;
3. That disability insurance recipients can return to work; and
4. That reducing benefits to all disabled workers with families and to younger

workers will provide these recipients with the incentive they need to return to
work.

Let us examine the assumptions outlined above and the date used to support
these assumptions.

Assumption No. 1-Replacement rates in the DI program are high
According to the Committee report cited above, former Secretary Califano testi-

fied before the House that: Benefits in approximately 6 percent of all cases actually
exceed the disabled person's previous net earnings; and approximately 16 percent of
beneficiaries receive benefits that are more than 80 percent of their average pre-
disability net earnings.

The Social Security Administration has revealed to us how these numbers were
derived. According to the SSA, they conducted a random sample of 10,000 DI
recipients in 1976 (prior to enactment of the 1977 decoupling amendments reducing
benefits). They used the benefit levels of these 10,000 beneficiaries to estimate
average pre-disability earnings. They then estimated the earnings levels of these
recipients immediately prior to disability based upon an estimated average rate of
growth for all workers. The next step was to estimate net income based upon the
average net income as a percentage of gross income of workers in the economy.
Completing all of this, they estimated the impact of the benefit reductions in the
1977 amendments, estimated the rate of growth from the 1976 sample to the present
time, and thus arrived at the "official" figures cited above.

The assumptions used to determine "net" income as a percentage of gross income
both prior to and after onset of disability are as unreliable and fanciful as the
remarkable process of estimation cited above. The SSA recently issued a table of"replacement ratios" (i.e., "net income" before disability compared to "net income"
after onset of disability) for a worker with a spouse and 2 children, that shows a
replacement ratio of over 80 percent for virtually every wage level. Accompanying
that official SSA chart, however, is a list of assumptions upon which the "replace-
ment ratio" is based:

1. The worker becomes disabled on January 1, 1979, at age 47. (If he is younger
than 47, his average earnings upon which benefits are based probably would be
lower, so the replacement ratio also would be lower!)

2. The worker's earnings grow at the average rate for all workers. (Again, the
replacement ratio would be substantially altered if his earnings history was not"typical.")

3. Federal income taxes are computed assuming a standard deduction and using
the 1978 tax tables. (a) What if he does not use the standard deduction? (b) The tax
schedule in 1979 clearly is not going to be identical to the tax tables for 1978.)

4. OASDHI taxes are based on the 1978 rate of 6.05 percent. (What will the rate
be in 1979?)

5. State income taxes are 19 percent of Federal income taxes, the national aver-
age. (This would vary greatly since some states have little or no income taxes. and
others have very high rates.)
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6. Work expenses equal 6 percent of gross earnings. (They subtract 6 percent of

gross earnings from pre-disability income, yet they subtract nothing from gross
income after onset of disability for disability-related expenses! If someone is disabled
enough to receive benefits, they often must hire other people to do those things they
used to do for themselves, such as mow the lawn, clean house, drive a car, shop for
groceries, etc. Severely disabled people must hire attendants to give them baths,
feed them, dress them, and cook for them. For a severely disabled person, one of the
most frustrating, unsolvable problems is the financial burden of a disability-yet
this factor is not even considered by the Committee or the SSA in determining"net" income available to the disabled person and his family.)

7. The SSI guarantee includes a $30.00 State supplement. (a) Applies only to those
who are at such a low level of income that they are eligible for welfare in addition
to their DI benefits. (b) 26 out of the 50 states-or over -do not supplement the
minimum SSI payment.)

8. DI benefits are the January, 1979 payment at an annual rate.
9. Spouse's earnings in a two-earner couple are assumed to be $6,000, whatever

the earnings level of the worker.
10. The replacement ratio is equal to the family's income after the worker

becomes disabled as a percentage of the family's pre-disability earnings.
In other words, if both spouses are working prior to the onset of disability in one

of them, it is assumed that the non-disabled spouse will continue working, although
in actuality spouses of some disabled workers must quit work in order to care for
the severaly disabled spouse.

11. The average replacement rate is a weighted average of the replacement rates
for one and two-earner couples. The weights are the percentages of one and two-
earner couples among all beneficiaries with children under 18 (58 percent and 42
percent, respectively). (This "average" replacement rate, of course, includes all of
the assumptions listed above.)

In sum, then, are replacement rates in the DI program "high"? If you build in all
of the assumptions that the Committee did to the "net" figures arrived at, it would
appear that they are. Since most DI beneficiaries obviously do not fit all or most of
the criteria built into these figures, it seems to us to be dangerous and extremely
foolhardy to cut benefits to younger workers and families based upon the complex"guesstimates" used to arrive at these figures. More accurate and realistic then
these is a comparison of "replacement ratios" benefit levels to average lifetime
earnings in Appendices "B" and "C." These figures appear to be much more realis-
tic and reliable figures than the ones provided by the SSA actuaries, and do not
show anyone getting benefits that are too high.

Assumption No. 2-Actuarial studies of the private sector can be applied accurately
to the DI program

Despite the temptation to do so, it is inappropriate and misleading to compare the
private disability insurance data with the Social Security disability insurance pro-
gram. Such a comparison is inappropriate for the following reasons according to
Professor of Law Merton C. Bernstein, in a statement addressed to the Ways and
Means Committee in March, 1979:

The inapplicability of private insurance experiences
1. Inaccurate Comparison.-Nor is the (HEW) Secretary accurate when he states

that the 80 percent cap "will still leave benefits well above those of private insur-
ers." The two-thirds limits found in private insurance apply to total earnings, which
were very low until recently. Moreover, private disability benefits are found o-ly in
high pay jobs.

2. Differing purposes-private plans designated to facilitate removal of active
workers

A frequent purpose of private plans is to facilitate the removal of active workers
when they do not perform up to the desires of management. In some plans-as also
with public programs for Police and Fire Pension Programs-the program is de-
signed to enable insiders to retire at relatively young ages with favorable tax
treatment. And private plan definitions of disability frequently enable retirement if
the individual no longer can do his assigned job, rather than any job. Any number
of such plans give management the option to require the retirement and when it,
rather than the employee, makes the choice the benefits are higher * * *. So, the
argument that experience under private disability plans shows high levels of retire-
ment does not a pply to the DI program. Many such privateplans provide the high
benefits purposely to enable easy separation. The purpose, definition and adminis-



232

trative approach of private plans frequently-I would say, usually-differ from
those in DI.,

Assumption No. 8-Disability insurance recipients can return'z to work
Although a small percentage of DI recipients coud possibly return to some kind of

work, that would include part-time or temporary employment. Under the DI pro-
gram, however, the concept of a partially disabled worker does not exist! Conse-
quently, either you do not work at all and are considered to be disabled, or you
attempt to return to work and are dropped from the program.

DI recipients must meet the strictest disability determination criteria in order to
even be accepted by the program. In fact, over 70 percent of those who consider
themselves disabled enough to apply for benefits are turned down. This would
indicate that those who are awarded DI benefits are among the most severely
disabled persons.'

Nevertheless, some of these severely disabled persons would like to return to
limited employment, but they risk losing their DI and Medicare benefits by doing
8s.

These severely disabled persons are not the "malingerers" that some have por-
trayed them to be. They simply are ordinary people who have worked all their lives,
have now become disabled, and therefore have been re-defined by society as being
unemployable. If they indicate a desire to attempt limited employment, they lose
their only guaranteed source of income and the only medical coverage to which
most of them are entitled.

Again, only a small percentage of DI recipients could possibly return to some type
of employment, yet the benefit cuts in H.R. 3236 would affect all new DI recipients
with dependents and all new disabled workers who had the misfortune or becoming
disabled before the age of 47.

Assumption No. 4-Reducing disability insurance benefits will encourage DI recipi-
ents to return to work

If DI recipients were not severely disabled as a matter of definition, this assump-
tion might prove to be true. However, consider the following statistical data con-
cerning DI recipients:

31.3 percent of DI recipients surveyed in a 1966 study had some sort of mobility
restriction including 8.8 percent of the total DI population who were confined to a
chair or in a bed.

69 percent of DI recipients in that same survey had spent over a month in the
hospital during the preceeding 5 years; 28 percent had spent over 3 months in the
hospital during the preceeding 5 year period.

60.2 percent required personal assistance because of their disabilities.
82.7 percent of those surveyed were over 45 years old, with 22.2 percent of the DI

recipients at that time over the age of 60. In 1975, 30 percent of new beneficiaries
were over age 60.

A clear conclusion can be drawn that the great majority of DI recipients are not
going to be able to return to work particularly on a high unemployment economy
and recession. The reduction in benefits will simply mean that they will have less
money to live on.

C. DISABILITY INSURANCE BENEFITS ARE ALREADY LOW AND CANNOT BE CUT BACK
FURTHER

DI benefits already are low (even before decoupling). The most recent new benefit
awards reported averaged $327.66 a month disabled workers. (In September, 1978,
reported in January, 1979 Social Security Bulletin page 1). Published data do not
readily show the average family benefits in payment status. However, the family
maxima tend to be less than twice the primary benefit (see Appendix "B"). A $600
average family benefit below $600 a month might be a reasonable guess. $150 a
week for a family of five hardly will lure many-if any-from live jobs if they could
get and keep them.

The Questionable Cure for the Crisis that Doesn't Exist," by Merton C. Bernstein, Walter D.
Coles, Professor of Law, Washington University. Submitted to the Subcommittee on Social
Security, Committee on Ways and Means, U.S. House of Representatives, March 21, 1979.

'A beneficiary must be unable to do "any kind of substantial gainful work" regardlesss of
whether such work exists in the immediate area in which he lives, or whether a specify job
vacancy exists for him, or whether he would be hired if he applied for work. " Section 223 (a) (2)
(A), Social Securty Act. (Italic added.)
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Income needs of the disabled
1. Cash income-before and after disablement.-Practically all disabled people

need more cash income after they are disabled than before. The reason simply is
that the able-bodied do many things for themselves that disablement often prevents.
Many such activities are the equivalent of income. Many are essential to day-to-day
existence. To the extent that other family members assume those functions, their
ability to work, to learn, and tend their own affairs is reduced. Meanwhile, the
savings resulting from not working are negligible.

In estimating the needs of disabled people, it is common to note that not going to
work results in savings-on transportation, clothing and food. Well, the disabled
must eat at home. Most people who qualify for DI formerly performed blue or gray
collar work, most of whom take their lunch boxes or brown bags (or whose employ-
ers provide food). So, savings on food would be infrequent and not certain for all
disabled. While white collar workers might save on clothing by not going to work,
blue and gray collar workers do not. Transportation costs would be saved. However,
to the extent that the disability prevents driving (as many conditions of their
treatment do), any disabled must use more expensive forms of transportation, such
as taxi cabs. In blue and gray collar families, both spouses work more often than
not; and if the non-disabled spouse didn't before, she or he will do so after the
partner's disablement if she/he can be spared. So transportation services by other
family members cannot be readily assumed.

Most of us turn our thermostats down when all family members are at work and
at school. A disabled person staying at home inevitably has higher heating, cooling,
lighting and cooking bills than before.

In sum, lower benefit cannot be reasonably predicted on savings attributable to
not working.

Taxes on pay would be saved. At the lowest tax bracket paying 14%, after
deductions and standard exemptions, this savings cannot be more than-or even as
much as-lO percent.

2. Increased health care costs-Unavailability of medicare. -Moreover, medical
expenses usually increase for the disabled. Private work-based health insurance
disappears with one's former job. And Medicare does not become available to DI
beneficiaries during the first two years of disability-a terrible hardship.

3. Loss of pre-disability non-cash income.-Many able bodied people engage in
non-employment activities that produce goods and services to themselves and their
families-what economists call "imputed income." So, for example, many people do
their own repair work. Rather than paying plumbers, electricians, painters or
mechanics, they fix and maintain their homes and cars. They plant gardens and
grow some of their own food; they tend fruit trees and mow their own lawns.

One study at the University of Michigan paced the average value of such activi-
ties at $3,500 a year per family (in 1964 prices)-or the equivalent of about half of
average family cash income. (The two figures would have to be increased substan-
tially to translate into 1979 dollars.) These activities included housework. Anyone
who has coped in the absence of his/her spouse, knows that housework takes
enormous effort and time. Where one substitutes for the former activities of another
family member, the activities subtract from income production, other tasks produc-
ing imputed income, study and, not unimportantly, leisure. Indeed, studies show
that disablement places enormous strains upon family relationships, often leading
to family break up, which is hardest on the disabled person.

One out of three DI beneficiaries also receives SSI (whose qualifying criteria and
benefits are not themselves terribly generous). That provides some measure of the
adequacy of DI benefits. In all, the blind and other disabled receiving SSI benefits
numbered about 2.2 million persons (in September, 1978). They about equaled the
number of destitute aged (over 65) receiving SSI.

These are seriously disabled people. Work (of any substantial amount) is not a
real alternative for them, at least not under existing economic conditions.

They should not be the first group sacrificed to the demand for economy. Indeed,
they should be among the last.

D. THE WHOLE IMPETUS FOR SECTIONS 2 AND 3-AN ALLEGED DISABILITY INSURANCE
CRISIS-DOES NOT NOW EXIST

The DI cost crisis which motivated these two provisions has passed.
1. Applications down.-"The growth rate of the number of beneficiaries on the

[DI] rolls is the lowest since the beginning of the program," Secretary Califano
informed the Committee on Ways and Means on February 22, 1979.

In 1974 and 1975, the unexpectedly rapid increase in Disability Insurance rolls
and costs foreshadowed the impending bankruptcy of the Social Security Disability
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Insurance Fund. After a relatively slow start, in the late 1950's benefit awards
increased upward from 208,000 in 1960 to 536,000 in 1974 and 592,000 in 1975. But
1976 and 1977 showed significant slackening in the annual rate. And the 1978
monthly figures indicate that the tide is ebbing: New DI awards-September 1977,
43,957-September 1978, 37,499. (Social Security Bulletin, January 1979, Table M-
17, page 64). Awards to dependents declined commensurately.

It seems thoroughly inappropriate to make the disabled pay for the assumptions
of economists and other social scientists whose mathematics and motives were pure
but whose projections, experience shows, are proving incorrect.

2. Decoupling his already reduced benefit costs.-Mistakes that Congress and SSA
made in providing for the cost of living indexing of benefits constitute a major
reason for greater than expected benefit costs. But Congress rectified that error last
year by its decoupling amendments, which should reduce projected benefit outlays,
possibly as much as 25 percent.

These two substantial developments mean that the anticipated crisis has passed.
It would compound past mistakes to change benefits to solve a problem whose
causes no longer exist.

At the very least, it would be prudent to wait and see what will develop before
proceeding to drastic action based upon assumptions that are not panning out.

S. SUMMARY

The current desire of some to reduce DI benefit levels appears to be a "leftover"
urgency based upon the unexplained growth in the number of beneficiaries during
the early 1970's, and the severe financial problems plaguing the system at that
time.

Since 1978, however, the rate of growth of the program has actually declined with
applications and awards dropping to the lowest rates in two decades. Benefits and
projected costs were reduced as a result of the "decoupling" provision in the 1977
amendments. Finally, the financial status of the DI trust fund is in excellent shape
according to the trustees of the fund. In fact, they have predicted that a surplus will
exist in the DI trust fund into the next century.

Those awarded benefits as disabled are disabled. The statute, regulations and SSA
Administration are rigorous.

The work potential of DI benefits is negligible, especially in current high unem-
ployment conditions. The HEW Secretary's emphasis on rehabilitation is at odds
with program history. It is not realistic to expect rehabilitation to return substan-
tial numbers of DI beneficiaries to substantial earnings-most of those "rehabilitat-
ed" achieve no earnings or only sight earnings-but many, nonetheless, lose bene-
fits.

An abuse alleged is entirely theoretical. Proceeding on the assumption that some
benefits are high (very few are), it goes on to assume that some beneficiaries prefer
benefits to work, as if many had a choice. The allegation of malingering is complete-
ly unsubstantiated.

In fact, the disabled do need more money after disablement than before. Many of
the things they formerly did for themselves, some of which generated substantial
imputed income, they no longer can do. Meanwhile, their living costs go up-more
for home energy costs, more for medical care.

The proposals in Sections 2 and 3 would be wrong if there were a crisis in DI
costs. In the absence of such a crisis, they are doubly wrong.

Cutting benefits to severely disabled workers will not improve the DI program or
reduce the number of persons who become disabled in the future. What it will do is
to place even more financial burdens upon those persons who become disabled in
the future.

We strongly urge the Senate to take a second look at the disability insurance
program. The benefit changes being proposed in H.R. 3236 are not minor, and the
net effect will be to undermine the very tenets upon which the disability insurance
program is based.
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APPENDIX A

SITUATION WARRANTING FINDING OF DISABILITY UNDER THE MEDICAL-VOCATIONAL GUIDELINES

Iheg work caMty' A d EJucJtmI Previous wo enpeen

Medium:
60-64 ............................. Marginal or less ..................................................... Unskilled or less.
55 or over ......................... U m ited or less ........................................................ None.

Ought:
55 or over ......................... Limited or less ........................................................ Nontransferable skill or less.
55 or over ......................... Any amount without entry ski .............................. Unskilled or less.
50-54 ............................... Illiterate or non-English .......................................... Unskilled or less.

Sedentary:
55 or over ......................... Any amount without entry skill .............................. Nontransferable skill or less.
50-54 ............................... Any amount without entry skin .............................. Nontransferable skill or less.
45-49 ............................... Illiterate or nor -English .......................................... Unskilled.

,No fNdin of dsabhty for anoe ate to perform very heavy or heavy work
N fis f afty for anyone younger than thWed ap for any entry. There is no need to detewo disability those who have

APPENDIX B

Aage idene nati Indu ho! level Manmn faml benefit level "Cap" po in N k 3236
er (PIA) wner current lawu cpprost R32aMl covered hfetvne earnins

$100.00 $121.00 $181.50 $121,00
150.00 135.00 202.50 135.00
200.00 168.40 252.60 168.40
250.00 184.40 276.60 200.00
300.00 200.40 300.60 240.00
350.00 216.40 324.60 280.00
400.00 232.40 351.50 320.00
450.00 248.40 395.00 360.00
500.00 264.40 438.60 400.00
550.00 280.40 482.10 420.60
600.00 296.40 525.60 444.60
650.00 312.40 569.10 468.60
700.00 328.40 612.60 492.60
750.00 344,40 639.00 516.60
800.00 360.40 660.40 540.60
850.00 376.40 681.90 564.60
900.00 392.40 703.30 588.60
950.00 408.40 724.80 612.60

1,000.00 424.40 746.20 636.60
1,050.00 440.40 770.60 660.60
1,100.00 453.80 794.10 680.70
1,150.00 461.30 807.20 691.90
1,200.00 468.80 810.30 703.20
1,250.00 476.30 833.50 714.40
1.300.00 483.80 846.60 725.70
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APPENDIX C
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STATEMENT BY THE CONGRESS OF ORGANIZATIONS OF THE PHYSICALLY HANDICAPPED

The Illinois Chapter of The Congress of Organizations of the Physically Handi-
capped supports H.R. 3236, The Disability Insurance Amendments of 1979. For years
we have been advocating the removal from the Social Security Act of disincentives
to a return to gainful employment

Part of the problem of the Disabled and the Social Security Act is a historical one.
Expectations of what the Act can do for people and should do for people have

risen over the years far beyond the conception implicit in the original legislation of
the thirties. This observation applies to all beneficiaries under the SS Act, perhaps
even more to retirees and widows and dependents than to the physically disabled,
who were not even covered until 1956. Whether this increased expectation on the
part of our citizens with regard to SS protections is a good thing, a social services
design to be encouraged as more effective and secure than private pension and
annuity plans, is a matter for the Congress to debate and decide.

We must also comment on what must seem to many a contradiction in the idea of
a severely disabled person going back to work. How can a quadraplegic, a double
amputee, a palsied man, a wheel chair-bound young lady go out and do a job of
work? The answer is that they do. Part of the reason behind it is the marvel of
rehabilitation medicine, in which this nation leads the world. Other nations may be
more compassionate in their dealings with the disabled, but we in the U.S. of A. are
pragmatic in our tenderness, and have developed electric wheel chairs that speed
about and do everything but sing a lullaby for their stout-hearted pilots.

We feel that there is a great deal of misunderstanding about this bill which we
see as a compromise in the very best connotation of that much abused term. We do
not like the caps on family benefits and hope that the House and Senate committees
responsible, will closely monitor the effects of those provisions, to see that hardship
is not visited on the poorest of the poor. We perceive a certain selfishness in .the
heated opposition of Associations of senior citizens who are not even affected by
these amendments.
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The spirit of the handicapped today is towards work and independent living and
we hope that Congress will foster this spirit and support the will of disabled people
to return to work, with compassion in their hearts and cash in their appropriations.

Thank you, Mr. Chairman, and members of the committee.
MARGAREIT PFROMMHR,

President.
AUGUST CHRISTMANN,

Executive Director.

STATEMENT SUBMIFrED BY THE INTERNATIONAL ASSOCIATION OF FIRE FIGHTERS,
AFL-CIO-CLC

Mr. Chairman, members of the Committee, the International Association of Fire
Fighters is pleased to have this opportunity to express our views for the record of
the Committee's consideration of the Disability Insurance Amendments of 1979. The
IAFF is an AFL-CIO affiliate union which represents over 175,000 professional fire
fighters throughout the United States and Canada. Some of our members partici-
pate in the social security program and so would be affected by the subject amend-
ments. The probability of disablement for fire fighters is so high that we must strive
to assure and improve the protection of our members from the loss of earnings and
other problems that stem from disabling injuries.

The amendments contained in the House-passed bills, H.R. 3434 and H.R. 3236,
include some necessary improvements as well as several provisions that are ill-
advised. The legislated improvements to the Supplemental Security Income program
embodied in H.R. 3434 are reasonable and should have a positive impact on that
program. The IAFF is troubled by several provisions of H.R. 3236 because they do
not make reasonable changes in the Social Security Disability program. The LAFF is
concerned that the improvement offered by some elements of the bill will be
negated by several proposals that cannot properly be related to the stated intent of
the bill. We identify these problems areas as; (1) the Maximum Family Benefit
alternation, (2) the reduction of Drop-Out Years, and (3) revisions of the State-
Federal structure.

We note first that the legislative intent attributed to these amendments was to
"remove existing work disincentives in the Social Security Disability Insurance
program." It is implied that a disabled worker under current law might be entitled
to a benefit over and above that worker's normal wage; i.e., the disabled worker
would be reluctant to go back to work because he gained a greater income from
remaining on the disability rolls. It is unfortunate that some find it possible to
suggest that a wcrker seeks a disablement in order to increase his take-home pay or
that the worker fakes his condition in order to gain a higher income. The IAFF
takes strong offense to suggestions that fire fighters would purposely seek out the
kinds of horrible injuries we typically sustain just to "rip-of' the system. Fire
fighters suffer severe burns, crushed and severed limbs, and related respiratory and
heart disabilities. The medical costs alone may continue for the rest of the fire
fighter's life. Many of these disablements reduce the life expectancy for fire fighters.
Thus, the costs of disability as measured by the burden on that person's family are
very high. Indeed, the costs are much higher than the amount of a disability check.

These amendments appear to be an overreaction to a few cases highlighted by the
media in recent years of individuals abusing the system. Several of those non-typical
cases were uncovered here in the District of Columbia and it is not difficult to see
how the opportunity was perceived by some to legilate punishment for a few
through restricting the disability benefits for all. However, disability retirement
gained by massaging rules already on the books is not the same as being disinclined
to return to work. The real problem has been that the disabled are so constricted by
the definition of disability and allowable earnings under social security, that they
have been caught in a squeeze because the program has not realistically met their
needs as they attempt to rehabilitate themselves. The disabled will need some
financial support for a time while they make readjustments to new careers and life-
styles. Given the definition of disability under current law, many disabled persons
may not succeed and will indeed be forever on the disability rolls. The work
incentive provisions in H.R. 3236, particularly the automatic reinstatement provi-
sion section, finally addresses this matter with a sensitivity long overdue in the
disability program.

The structure of a fire fighting workforce includes a majority worker population
that can be termed as "younger men." A younger worker who becomes disabled has
family obligations that do not diminish to parallel that worker's diminished earning

54-198 0 - 79 - 16
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capacity, whether the disablement is temporary or permanent. The inflationary
spiral of our time makes it very easy to accumulate a mountain of debt through just
a temporary diminution of income. One damaging aspect of this new legislation
involves sharply curtailing the number of earnings years a worker may "drop out"
in computing his disability benefit. This change does not account for the lower
earnings usually made by workers in the early years of employment. The effect will
be that benefits for younger disabled workers and their families will be reduced
while these workers have lower incomes, lower savings, and fewer overall resources
with which to raise their families and lead productive lives.

The amendments to the maximum family benefit provision represents another
limiting factor that does not seem to be relaxed to reducing work disincentives.
Under current law, the disabled worker effectively chose between two measures of
the maximum family benefit. The amendment proposes to grant only the lower of
these two measures.

The two measures are either 80 percent of the Average Indexed Monthly Earn-
ings or 150 percent of the worker's Primary Insurance Amount. Now, if it is found
that the 80 percent measure is the lower amount, under H.R. 3236, the disabled
worker receives that amount and is precluded from the measure based on 150
percent of his primary insurance amount. However, the provision suffers from a
similar deficiency as that found in the drop-out years amendment. We are particu-
larly concerned because the Average Indexed Monthly Earnings amount is comput-
ed over the worker's earnings lifetime. The 80 percent limitation is not applied to
the worker's earnings upon disablement but to the average indexed monthly earn-
ings computation. As with the dropout years, the amendment severely affects
younger workers in that their lower accumulated lifetime earnings will, by formula,
entitle them to a leser benefit than they might otherwise be eligible for. The effects
of both amendments penalize workers because they are young, not because they
have no incentive to return to work. Once again, those who feel that changes are
necessary are taking the simplest path of cutting back on funds rather than making
the more difficult alterations in the regulations. These amendments are part of the
overall panic over the financial condition of the Disability Insurance Trust fund
which began in 1977. When it was learned that the fund was nearly out of money,
sources of money were searched out and everyone was looking to place the blame on
someone. Public employees were sought out, particularly fire and police personnel,
due to some news accounts of abusers of the program. However, the CBO has
already stated the currently improved condition of the Disability Trust fund and the
measurable drop in the rate of increase of disability beneficiaries.

The CBO attributes this to the tightening of the administration of the program
over the last two years. The IAFF questions the implication that the curtailing of
benefits such as would be done by the provisions of H.R. 3236 previously mentioned
will go far toward reducing work disincentives. The implication is that if a worker
cannot get what some believe are excessive benefits, then he or she will return to
work sooner.

This is a specious claim that obscures the real administrative problems that result
in disabled people being fearful of attempting to get back to work because they must
endure so may offsets of their disability benefit while they are trying to become
productive again. We are faced with a situation where the Congress is trying to act
with sensitivity and with attention to equity by improving the reinstatement mecha-
nism on the one hand while with the other hand taking money out of the pockets of
beneficiaries who can least afford the reduction.

The amendments to the present state-federal structuring could indeed bring a
measure of uniformity throughout states administration of the disability program.
The mechanism must not be allowed to degenerate into competition between state
and federal authorities. Otherwise, the effect of the amendment may be to employ
more bureaucrats and stimulate growth in paperwork rather than uniform stand-
ards for determination of disability. -

Along with the improvements proposed for the reinstatement provisions, we urge
the liberalization of the Substantial Gainful Activity (SGA) definition. This would go
a long way toward treating equally the beneficiaries of social security and disability.

H.R. 3236 is not an entirely undesirable bill. In some ways the opportunity has
been provided to make real changes and to sensitize the disability program and this
we support. Our comments under this title were for the purpose of identifying those
amendments which we feel detract from the many positive elements contained in
the bill. We urge this Committee to carefully consider the equity involved in this
matter. We urge that the Committee not adopt the negative aspects of the altered
maximum family benefit and the drop-out year reductions. Such changes are not in
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concert with the overall philosophy of the social security system. The IAFF extends
its appreciation to the Committee for its consideration of these remarks.

NURSING HOME RESIDENTS, ADVOCATES,
Minneapolis, Minn., September 31, 1979.

MICHAEL STERN,
Senate Finance Committee,
Senate Office Building, Washington, D.C.

DEAR MR. STERN: I am writing in behalf of H.R. 3464 which is now awaiting
Senate hearings October 9. Minnesota is not a state which combines MA and SSI.
We are struggling to get a separate incentive bill passed by HEW waiver. The
vocational counselor at Courage Center knows 34 severely handicapped individuals
with a college technical training who would be working if we had such a law.

Especially in these days of social security cutbacks, it is ironic that handicappers
who want to work dare not take jobs because of problems with medical assistance
eligibility. One cannot be substantially gainfully employed and pay all bills on $289
per month.

Sincerely, JoY SAMSEL

STATEMENT SUBMITTED BY THE AMERICAN FEDERATION OF LABOR AND CONGRESS
OF INDUSTRIAL ORGANIZATION

The AFL-CIO is pleased to submit testimony in connection with your hearings on
H.R. 3236 and H.R. 3464, bills passed by the House of Representatives, which would
make major changes affecting the disabled in the Social Security Disability Insur-
ance Program and the Supplemental Security Income Program.

Our initial comments pertain to H.R. 3236-a bill which contains unwise and
unnecessary benefit reductions which will create serious injustices for the disabled
workers and their families

H.R. 3236

H.R. 3236 would limit in the future total family benefits to 80 percent of a
worker's average indexed monthly earnings (AIME) or 150 percent of such individ-
ual's benefit whichever is lower. The latter is referred to as the primary insurance
amount (PIA) and benefits for dependents and survivors are based on it. The bill
also restricts the number of years of low or no earnings that younger workers drop
out in computing their average wage on which benefits are based. Present law
allows all disabled workers to exclude 5 years of low or no earnings.

H.R. 3236 also has a number of work incentive provisions to encourage beneficia-
ries to return to work, to strengthen the existing federal-state administrative struc-
ture, and to provide more federal control over state decision making in the disabil-
ity determination process.

We strongly urge that this bill not be enacted into law for the following reasons:
1. The primary insurance amount (PIA) is not based on earnings just prior to

disablement but on the average of all credited earnings which, in most cases,
includes the quite low earnings and wage bases of years ago. Thus, future beneficia-
ries with families subject to the limit of 80 percent of average indexed monthly
earnings or 150 percent of their PIA would receive significantly lower benefits than
under present law. On an average, the bill will result in a 15 percent reduction in
future benefits for disabled workers with families. For workers earning less than
$15,000 at time of disability, the reduction will be even greater.

2. The proposals are contrary to the nature of the Social Security Program. They
fail to recognize that Social Security benefits are deliberately designed to favor
those with low earnings and many dependents in order to prevent poverty and
insecurity. The result, in many cases, will be to force families to live on grossly
inadequate and poverty level benefits.

3. A higher benefit ratio for younger workers is appropriate because their earn-
ings tend on the average to rise in the early years and reach a peak in the middle
years. Young, disabled workers are denied the higher real earnings and standard of
living which they could have expected if they had been able to remain at work.
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4. The disabled need more cash income than they earned in order to maintain the
living standards approaching those they had prior to disability. For example, dis-
abled workers usually lose valuable fringe benefits provided by their employers-
particularly costly health care for themselves and their families. In addition, the
disabled can no longer do for themselves many of the things that the non-disabled
can do. Many of them can no longer drive, do their own marketing, cut their own
lawns, repair and paint their homes and must hire these kinds of services.

5. The current definition of disability under the law requires individuals to have a
physical or mental impairment so severe that they are not only unable to do their
own work but cannot, considering their age, education and work experience, engage
in any kind of gainful employment. In short, a worker must be judged unable to
work in order to be eligible for benefits. Though efforts should be made to encour-
age rehabilitation of beneficiaries and their return to gainful employment, such
efforts cannot be expected to have a major impact on reducing costs and attempting
to do so by reducing benefits will disadvantage the majority of the disabled who
cannot be expected to return to work no matter how much they might desire to do
SO.

6. The disability program is under review by the Advisory Council on Social
Security and the National Commission on Social Security. These study groups were
mandated by the Social Security Amendments of 1977. The Congress will have their
recommendations in the near future and should not act on the proposals until these
studies and recommendations are available.

7. These proposals first arose during a period when pressure was on to lower
Social Security taxes and there was supposedly a "crisis" in disability insurance
costs. The recently issued annual report ,,f the Trustees of the Social Security
System reported that the disability trust fund is running a surplus because awards
have dropped to the lowest rate in two decades. The number of disabilit benefit
awards has declined from 552,000 in 1976 to 456,000 in 1978 and the growth rate of
the program is the lowest since its beginning. The program is on a sound financial
basis for the next 50 years. Thus, there is no pressing financial need to adopt
proposals which would impose unnecessary suffering on disability beneficiaries.

Work incentive provisions
The work incentive provisions of H.R. 3236 would encourage and enable some

beneficiaries to return to work in spite of their impairments. Though efforts should
be made to encourage rehabilitation of beneficiaries and their return to gainful
employment, such efforts cannot be expected to have a major impact on reducing
costs. Social Security Administration studies show that typically the disabled are
older persons who performed unskilled or low skilled work demanding physical
effort which yielded low pay. Most suffer from degenerative, not traumatic
conditions.

The serious adverse impact on beneficiaries that would be caused by H.R. 3236 far
outweighs the beneficial provisions relating to work incentives. This is the position
taken by all major organizations of disabled persons as well as over 100 labor, aging,
social action, education, church and citizen groups. These provisions of the bill can
and should be passed as separate legislation.

In addition, we urge in such separate legislation liberalization in the definition of
substantial gainful activity (SGA). The current earned income limit of $280 per
month used to terminate benefits should be made the same as that for the retire-
ment test for retired Social Security beneficiaries under 65. Also, as for the retire-
ment test, disability benefits should be reduced by one dollar for every two dollars
in excess of the SA amount. This would provide equality of treatment for Socad
Security (OASI) and disability beneficiaries and eliminate the inequity and the
disincentives that exist because disabled beneficiaries lose all benefits when their
earnings exceed $280 per month.

Administration
The program would be difficult to administer under the best of circumstances,

given the definition of disability that must be adjudicated. Major program changes
and extensive new programs, like Supplemental Security Income (SSI), have contrib-
uted to the agency's administrative problems.

The law directs the Secretary of Health, Education and Welfare to enter into an
agreement with each state authorizing an appropriate state agency to make deter-
minations of disability for residents of the state. The present situation has inherent
limitations for the Social Security Administration in terms of its capacity to coordi.
nate and control state agency activities and administration. The agency has only
limited authority to redetermine state decisions. Some states apply eligibility stand-
ards stringently while others do not. Many states deny disability benefits to persons
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who would qualify in other states. The state agencies also make decisions on hiring,
overtime, salary levels and selection of administrators as well as other matters. It is
difficult for the Social Security Administration to administer satisfactorily what it
cannot effectively control.

H.R. 3264 attempts to strengthen the existing federal-state administrative struc-
ture and provide more federal control over state decision making. Many of the
proposals would improve matters but would be much less effective than federaliza-
tion of the disability determination process. The General Accounting Office (GAO)
recommended federalization in a recent report to Congress-a position long advocat-
ed by the AFL-CIO. This is a more effective approach and we urge that it be done.

I would now, Mr. Chairman, like to present our recommendations for a number of
additional program improvements.

Definition of disability
The AFL-CIO has long believed that the definition of disability is far too strin-

gent. We advocate an occupational definition of disability that would allow disabled
workers after 50 or 55 to receive benefits if they are unable to handle their unusual
occupation. The present definition of disability denies disabled workers benefits if
they are considered able to perform any job at all, no matter how different from
their usual work, how unlikely their chances of being hired, or the location of the
job.

The present definition, fails to account for the tragic reality that a disabled
worker in his or her fifties faces a remote chance of finding a new job. Even in good
economic times, all unemployed older workers have difficulty finding work. For the
older, disabled worker it is a virtual impossibility.

We at the AFL-CIO hear from many such workers who described the financial
and emotional anguish they experience in this situation. The disabled are the least
equipped of all workers to compete in a depressed labor market.

Eligibility for disabled benefits-ecency test
The insured status requirements for social security disability protection are more

stringent than for old-age or survivorship protection. The disabled worker must be
fully insured and must also meet a test of substantial recent covered work. To meet
this recency test a worker disabled at age 31 or later must have at least 20 quarters
(5 years) of social security coverage during the period of 40 calendar quarters (10
years) ending with the quarter in which he becomes disabled. (The law provides an
alternative test for workers disabled before age 31 in view of the relatively short
time that they have been in the work force).

One of the persistent problems in the social security disability provisions has been
the effect of the recency test in denying disability benefits to people who were
regular workers but whose working ability has diminished gradually because of
progressive illness. Such people may experience great difficulty maintaining steady
employment, even though they retain the capacity to engage in some type of
substantial gainful activity andare not yet disabled within the strict definition of
the social security law. By the time their impairments progress to the point of
preventing substantial gainful activity altogether, the interruption of their work
caused by illness means that some of them can no longer meet the test of recent
employment, and so are not eligible for disability benefits.

In addition, it doesn't make much sense for the program to deny an applicant
disability benefits who does not meet the recency test but is fully insured with
possibly 45 or 50 quarters of coverage, and qualify someone for benefits with a lesser
total amount of covered work.

The insured status requirements for disability particularly effect women. Because
women frequently have interrupted employment due to child-bearing and child-
rearing responsibilities, most do not qualify for disability protection. Only about 40
percent are covered by disability insurance compared to about 90 percent for men.

The elimination of the recency test is long overdue and we urge that it be
eliminated as soon as possible.

Disabled widows and widowers
Reduced social security benefits are provided for certain totally disabled widows

and widowers aged 50 and over. The widow or widower must have become totally
disabled before or within 7 years after the spouse's death.

A disabled widow or widower entitled to benefits at age 50 receives a monthly
benefit equal to 50 percent of the deceased spouse's primary insurance amount.
Where entitlement begins at a later age, the benefit ranges up to 71 percent of
the primary insurance amount at age 60-the same proportion as it received under
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present law by the widow who takes actuarially reduced widow's benefits at that
age.

The reduced benefit amounts payable under these provisions are in many cases so
low as to be of little help to the disabled beneficiary. Also, in many cases the need of
the younger disabled widow may be greater than that of the widow between age 50
and 60, since the wage earner who dies at an early age, leaving a younger widow,
would have less opportunity to accumulate assets that might provide some resources
for the widow. The situation of disabled widows and widowers could be alleviated
greatly by providing unreduced benefits for disabled widows and disabled dependent
widowers regardless of age. We urge that this be done.

Disabled spouses
Wife's benefits under social security are provided to the wife of an old-age or

disability insurance beneficiary without regard to her age for months in which she
has a child in her care; otherwise, wife's insurance benefits become payable at age
65, or if she chooses, as that of the retired elderly person. The disabled cannot afford
expensive individual health insurance policies even when available to them.

We urge elimination of the 29 month waiting period beneficiaries must meet to be
eligible for Medicare coverage. Health expenses during the waiting period often
impoverish the typical low income beneficiary. There is no reason to discriminate
against the disabled by requiring a waiting period of such length. The waiting
period should be no longer than that required for disability cash benefits.

H.R. 3464

H.R. 3464 would remove a number of disincentives which it is felt deter some
disabled beneficiaries from seeking employment and would enable some disabled
individuals to reduce their dependence on the Supplemental Security Income (SSI)
Program. The bill raises the substantial gainful activity limit, liberalizes the disre-
gard for work related expenses and allows beneficiaries to retain disability status
for 12 months following termination of SSI benefits due to earnings in excess of the
SGA limit. In addition to these changes related to work disincentives, the bill
contains a number of other desirable features.

H.R. 3464 is a good bill, has widespread support, and should be enacted into law
as soon as possible. H.R. 3564 should go on a separate, expedited track toward
enactment in order not to be delayed by the controversy surrounding the social
security disability amendments. It would be unwise to combine both bills into a
single pi of legislation.

Work incentives can make a difference in enabling some disabled workers to
return to work and every effort should be made to encourage this objective. But in
any economy with a surplus of able-bodied workers, realism warns against expecting
very much. The SSI program does not benefit the marginally disabled-an individu-
al must be impaired to an extreme degree. Thus, the primary concern should be for
the overwhelming majority who will be unable to work and are unable to live
decently on SSI benefits. The goal should be to guarantee these deprived Americans
an SSI benefit sufficient to lift them from poverty.

CONCLUSION

We urge the Committee to report favorably H.R. 3464 but to reject provisions of
H.R. 3236 that limit maximum disability benefits and reduce the number of drop-
out'years for future social security disability beneficiaries.

The Social Security Program is, in effect, a social contract between citizens and
their government. That doesn't mean that change should never be made, but it does
mean they should be made only after careful thought and study and extensive
public debate. Above all, such changes must protect the interest of those who
contributed to the system and have planned their lives around its guarantees.
Because we are convinced that enactment of H.R. 3236 does not protect these
fundamental interests, we urge you not to support this legislation.

STATEMENT BY THE AFL-CIO EXECUTIVE COUNCIL ON OPPOSITION TO SOCIAL
SECURITY DISABILTv CUTBcKs

Nearly every American worker has a personal stake in the Social Security sys-
tem. Workers have paid their share in the full expectation of an earned right to
Social Security protection, but that personal stake and right are now in jeopardy
because of proposals to cut back on benefits. Proposed severe restrictions on benefits
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under the Social Security Disability Insurance Program are now pending in Con-
gress.

These proposals would limit total benefits for future disabled workers with fami-
lies to 80 percent of their lifetime average indexed monthly earnings or 150 percent
of the individual's primary insurance benefit, whichever is lower. They would also
lower disability benefits for younger workers by restricting their present right to
drop out 5 years of low or no earnings in computing the average wage on which
benefits are based.

These proposals should not be adopted.
They would particularly hurt young workers with families, because the limita-

tions would not be applied to earnings at the time of disability but to a worker's
lifetime of average indexed monthly earnings. Since the early years of employment
are often characterized by very low earnings, especially among minorities and
women, the proposals would lower benefits, in some cases drastically, of those who
need them most.

Opposition to social security disability cutbacks
If anything, disability benefits should be raised, not lowered. The disabled need

more cash income than they earned merely to maintain living standards approach-
ing those prior to disability. For example, disabled workers usually lose valuable
fringe benefits provided by their employers, particularly costly health care for
themselves and their families. In addition, the disabled can no longer do for them-
selves many of the things that they were formerly able to do and must hire others
to perform these tasks.

The proposals to cut back benefits first appeared several years ago when the
number of disabled workers benefitting from the program was growing rapidly.
Disability benefits awards have declined from 552,000 in 1976 to 456,000 in 1978,
and the growth rate of the program is the lowest since its beginning. The program
is on a sound financial basis for the next 50 years as a result of the 1977 Social
Security amendments and significantly lower future costs are now being projected.

The AFL-CIO has joined with other groups in Save Our Security (SOS), a coali-
tion of over 100 labor, senior citizens, disability, social action, education, church and
citizen groups to vigorously fight against these proposals. Working together, we
intend to exert every effort to convince Congress to reject these cutbacks and
prevent serious injustices to disable workers and their families.

STATEMENT OF STANLEY BREZENOFF

Mr. Chairman, members of the Finance Committee, I would like to take this
opportunity to express New York City's strong support for H.R. 3464.

This legislation would help rectify inequities that now prevent physically disabled
persons from fully using their productive work capability. Currently, SSI recipients
can earn up to $280 per month without losing their SSI eligibility. While some
disabled individuals are able to earn in excess of this figure, the cost of Support
Services is so high that many have no alternative but to leave their employment in
order to receive SSI and Medicaid benefits. This is contrary to the SSI program goal
of promoting self sufficiency.

The legislation would provide increased work incentives by lifting the allowable
earnings for a blind or otherwise disabled person with no impairment-related ex-
penses from $280 to some $481. By allowing costs of attendant and other care
necessary for employment to be disregarded in determing SSI eligibility in some
cases, the legislation would also permit these persons to be employed without facing
severe financial penalties.

In addition, H.R. 3464 would remove the present inequity that allows work
expenses to be accounted for in the benefit levels of the blind, but not those of the
disabled. There is no reason to treat persons with similar needs differently.

New York City is also strongly in favor of extending the "trial work period" from
9 to 24 months and of presumptive SSI eligibility for any disabled or blind person
who loses his/her job within a four-year period. Lengthy redetermination processes
and accompanying hardships to the blind or disabled will be eliminated by these
provisions.

In brief, we believe that the above provisions-as well as the other provisions of
H.R. 3464 designed to provide work incentives for the blind and disabled and
remove financial penalties for those who can and want to work-are worthy of your
support.
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STATEMENT OF EDWARD V. ROBERTS

Statement of Edward V. Roberts, Director of the California Department of Reha-
bilitation regarding S. 591, S. 603, H.R. 3464, and H.R. 3236 the primary mission of
the Department of Rehabilitation, of course, is to enable people who are disabled in
some way to become active, contributing members of society. The Federal Govern-
ment's deep commitment to this goal is shown by the fact that approximately 90
percent of my agencies 125 million dollar annual budget comes from Federal funds.
I must find it ironic, not to say aggravating, that other Federal programs have
inherent barriers which are very effective in preventing persons with disabilities
from becoming employed. I urge you to take steps now to remove several of these
barriers, needless to say, I also caution you not to create additional such barriers.

Your committee is currently considering several bills (S. 591, S. 603, H.R. 3464)
which are designed to reduce many of the work disincentives in Title XVI (The
Supplemental Security Income Program) as well as in Title XIX and Title XX
programs.

I strongly support immediate action on these bills and would emphasize the
importance of assuring that work related expenses including attendant care be
disregarded in determining whether an individual is engaging in "substantial gain-
ful activity." I understand that Commissioner Ross supports this provision, your
committee is also considering H.R. 3236, which provides some remedies for work
barriers in the SSDI (Title II) program. While I clearly support those provisions of
H.R. 3236 which eliminate real work barriers, I feel that sections 2 and 3 of the bill
litigate against this goal, far from reducing or eliminating work barriers, they
actually create new ones, if these sections are not deleted, I cannot support H.R.
3236.

I note that the final report of the Social Security Advisory Committee is due in
early November, it seems imprudent to rush to action without utilizing the report in
light of the diligent and thorough efforts made by the committee to both accumulate
and analyze findings and to make constructive recommendations.

I do not support combining the SSI legislation with H.R. 3236. Therefore I urge
you to take immediate action on the SSI legislation and to defer action on H.R. 3236
pending adequate review of the advisory committee report.

POSITION PAPER ON THE POSSIBLE FEDERALIZATION OF THE SOCIAL SECURITY DIsABIL-
ITY PROGRAM-AN EXPRESSION OF CONCERN BY THE MISSOURI ADJUDICATION Asso-
CIATION

The Social Security Disability Program since its inception has been administered
by an Agreement between the Social Security Administration and the various
States. In recent years, the Social Security Administraiton has become concerned
over lack of Administrative control of the Disability function.

Presently, there is before Congress H.R. 3236 which proposes significant changes
in the Social Security laws. Most of these changes are excellent and will strengthen
the effectiveness of the Social Security program, overall, and particularly the dis-
ability portion of the program, such as, work incentives, streamlining of acquisition
of medical information, expansion of the reconsideration interview process and
tailored denial letters. These should enhance the effectiveness of the program and
provide greater service to your constituents.

We are concerned with the contents of Section 8 of H.R. 3236, which states the
utilization of the best qualified personnel will be made in case of federal takeover of
the State Agency disability determination process. Even though Social Security
states the State Agencies may continue to function, we feel the present bill will "de
facto", eventually produce the federalization of many State Agencies. There is no
definite plan for the utilization of trained and experienced State Agency personnel
so that an orderly transition can be implemented to ensure no disruption or delay
in the adjudicative process. In the Social Security Subcommittee print entitled "The
Disability Ad4udication Structure" date January 29, 1979, it was stated: "The Bu-
reau of Disability Insurance in Baltimore, for instance, has relatively few employees
with State Agency experience. The State Agencies are the greatest reservoir of
talent in the disability program." We agree this is an accurate assessment of the
situation and feel that specific provisions should be made to clearly define the "best
people" to be utilized in the disability progrtArm, if it were to be federalized, and,
thereby, continue to provide the best possible service to the disability claimants,
your constituents.

In Missouri, we represent the only group (professional and clerical) who performs
this function, and have done so since the program's inception. We have a wealth of
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experience in dealing with disabled and disadvantaged citizens. Our Agency re-
quires a minimum standard of a Master's deree or equivalent for our professional
staff. Additionally, our Agency provides ongoing specialized training. We frequently
meet the Social Security claimants on a face to face basis, as well as, physicians,
health care and social agencies in implementing the current Social Security law.
The Missouri DDS prides itself on providing a cost effective service to all citizens.
We have made a career of providing this specialized public service and we feel that
provisions are needed in H.R. 3236 to ensure the continuance of this service to your
constituents.

H.R. 3236 gives absolutely no assurance for an orderly transition from State to
Federal control. Should this bill pass, the greatest impact would be felt by constitu-
ents who pay into the Disability Insurance Trust Fund because of program disrup-
tion and delays in claims adjudication. Consequently, prior to the passage of the bill,
there should be included a definite plan for the utilizaiton of the trained and
experienced public servants who are presently performing the function of disability
adjudication.

As representatives of the employees, the Missouri Disability Adjudicaiton Associ-
ation takes no Position on the passage of H.R. 3236, but we do definitely take the
position that with the passing of the bill, provisions should be made to protect the
integrity of the Disability functions and the rights of the nearly 200 State employees
who form the greatest reservoir of talent, training and experience in the disability
program.
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