
From the appropruxte base m table VI determnw 
the standard error of a 50-percent charactenstlc, 
(2) txdd to and subtract from 50 percent the 
standxd error determmed m step 1, and (3) 
the confidence Interval for the medlnn corres- 
pondmg to the tRo pomts established m step 
2 are then read off the dlstnbutlon of the char- 
acterlstlc A two-standard-error confidence llmlt 
may be determmed by findmg the values corres- 
pondmg to 50 percent plus and mmus twce the 
standard error shown in table VI 

To illustrate, the medmn total mcome In 1971 
of the 2,075,OOO aldoxs who vere prunary bene- 
ficw1es W&s! $2,111 

1 From table VI, the standard error of 50 P?rcent 
of these widows ex,xe88ed “s a pereentnxe Is about 
14 percent 

Thus, the chances are ab~“,t Qi ““t of 100 tbnt a 
censw would have shoa” the media” to be ws,ter 
than $2,02X bnt less than 92,ltM 

Notes and Brief Reports 

Health Mamtenance Orgamzatlon 
Amendments of 1976* 

The first amendments to the Health Mamte- 
nance Organuatlon Act of 1973 1 acre enacted on 
Oct,ober 8, 1976 as Pubhc Law 94460 An altex- 
natwe to the predomnmnt fee-for-service form 
of health care, health maintenance organuatlons 
(HMO’s) offer a comprehenswe range of medical 
and health care ~erwces to subscrlbers m return 
for a fixed perlodlc fee determmed and paid 111 
advance 

The mm of the 1973 act was to stnnulate mter- 
est m the HMO concept on the part of both con- 
sumers and prowders and to make health care 
d&very under this form avaIlable and accessible 
Fmanclal assistance from the Federal Govern- 
ment was made avaIlable to HMO’s that meet 
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spatied erlteru Smce the act’s mceptlon, ho\\- 
ever, progress m nnplementatlon has been slon 
The 1976 amendments are Intended to provide 
HMO’s with greater flexlblllty, nnprove the ad- 
mmlstrntlon of the program, and correct deficlen- 
cles In the orlgmnl law that placed HMO’s at a 
competltwe dlssdvxntnge wth trsdltlonal msur- 
nnce programs and health d&very systems To 
accompl~sl~ these goals, the new leglslntlon relaxes 
some of the orlgmal act’s more strmgent requre- 
mats regardmg open enrollment, commumty 
ratmg, the benefit packago that must be offered, 
the dual-choice provlslons under employee health 
benefit plans, and the nvallabd~ty of Federal loan 
guarantees 

Mandatory Health Sewces 

HMO’s seeking to quahfy for Federal assist- 
ante must provide bnsx health serwces Hospital, 
surgical, and physlcums’ care, dlagnostm, radio- 
logxal, and home health serv,ces, short-term 
mental health care, preventwe health services, 
Rnd treatment for alcohol and drug abuse The 
1073 act also requred that, under certam condl- 
tlons, the IIMO’s xere to prowde supplemental 



health ~erv~es not covered m the basic category 
--care m mtermedlate- and long-term care faelh- 
ties, vlslon care, dental serwces, rehnblhtntwe 
servms, and drugs, for example 

The new law makes these supplemental bene- 
fits optmnal nlth the HMO and moves preventwe 
dental care for children from the bnslc to the 
supplemental category At the sane tnne, the 
hst of basic servers has been expanded to Include 
unmunuxtmns, \\ell-child care from birth, and 
permdlc health evaluatmns for adults HMO’s 
are permitted to mclude m the basic benefit pnck- 
age they reqwre that thew members purchase xny 
supplemental serwces 

Open-Enrollment Requwements 

The requirements m the orlgmnl act have been 
mod&d to reduce the posslblhty that open- 
enrollment n111 Jeopnrdlze the economy vlablhty 
of HMO‘s by encouragmg the enrollment of n 
dlsproportlonate number of hlgh-rlsk mdwduals 
Adverse selection 1s a pot&ml problem because 
HMO’s hale been requwed to enroll persons ~110 
are brondly representatwe of the varmus age, 
soaal, and mcome groups \\lthm the areas they 
serve The 1973 act stipulated that each HMO 
must have a,n annual open-enrollment permd of 
at least 30 dn>s, dunng nhxh It must enroll, 
up to as capsclty, mdwduals m the order m 
which they apply wthout respect to preexntmg 
illness or medlcnl condltmn 

The 1976 nmendments hrmt npphcatmn of the 
open-enrollment requ11ement to HXO’S that hnve 
not mcurred a financial deficit m a recent year 
nnd &her have been m existence for at least 5 
years or have R mmnnum of 50,000 members, 
whichever occurs first The 30.day requwement 
for the open-enrollment permd may be suspended 
RS soon as subscrlptmns obtamed durmg the 
HMO’s annunl open-enrollment permd equal at 
least 3 percent of the total net mcrease m sub- 
scribers for the precedmg calendar year 

Moreover, an HMO IS not requmed to enroll 
certam mdwlduals who are mstlt,utmnallzed and 
It may require a SO-da,y naaltmg permd bet\\een 
applxatmn and the tune benefits begm As before, 
the Secretary of Health, Education, and Welfare 
mny valve comphance with the open-enrollment 
requnwnent d the HMO can demonstrate that 

open enrollment ml11 leopardlze Its financml 
stab&y 

Community-Ming Requwements 

Another c,hange mvolves the prowslon m the 
ongmul act that requwed prepud enrollment 
fees to be fixed uniformly under a commumty 
rstmg system nlthout regard to the exper~nce 
of any group To accommodnte HMO’s that over 
the years have developed vnrlatmns m commumty 
ratmg m specific mnrketmg sltuntmns, the ne\v 
ldw delays the apphcatmn of the communlty- 
ratmg provwon to exlstmg prepnld plans for 4 
years nftrr quahficatmn The Secretary of Health, 
Educatmn, and Welfare 1s also gwen authonty 
to vai\l~e the commumty-mtmg requ’rement The 
1s~ further permits an HMO, ,n estnbhshmg 
rates, to take Into account differences III maIketmg 
costs hppllcntlons for qu”llficntlon, hone”er, 
must contnm nssurnnces that the commumty- 
mtmg requwement ~111 be met nhen It 1s reqwed 

Dual-Choice Prowsions 

Under the 1973 act, employers nlth 25 or more 
workers \\ho offer health benefit plans fol their 
employees l~ere requred to Include the optmn of 
membership m a quahfied HMO servmg the ares, 
If the HMO so requested The 1976 amendments 
make It clenr that the HMO must be servmg an 
nren m nhlch nt least 25 emplojees reside and 
defines the term employer to exclude the Federal 
Government (but not State and local govern- 
ments) and certam nonprofit orgnnuatmns such 
ns churches 

The new Ian also specifies that employers must 
offer the HMO opt,mn first to the employees 
Innon, ,n cases NIleI one exists If the “1llOIl 

nccepts the optmn, each employee still has t,he 
mdwldunl optmn of acceptmg HMO membership 
or contmumg nlt,h trndltmnnl he&h msur~nce 
If the umon refuses the optmn, the employer’s 
obhgatlons under the ln\l are fulfilled 



t,o nonprofit HMO’s as well as to profitmakmg 
ones Under the previous law, such loans ,,ere 
restmted to prolitmakmg HMO’s that serve 
medically underserved populations Loan guw- 
antees are nom available to nonprofit HMO’s 
regardless of location, though prlorlty IS to be 
gwen to those that null serve mecbcally under- 
served populations As before, nonprofit HMO’s 
(but not profitmakmg entItles) may be dwectly 
wasted by means of loans, grants, and contracts 

IJnder other revlsed financial prowions, the 
maxnnum amount of Federal asastance for a 
feaslblhty survey under any angle grant or con- 
tract has been razed from $50,000 to $75,000 a 
year and the amount for any smgle planning 
project goes t,o $200,000 from $125,000 Addltlonal 
assistance mill be provided for development m 
noncontiguous or new servxx are&s 

The period durmg whmh loans to meet initial 
operatmg costs may be avadable has been m- 
creased from 3 to 5 years, and the tmw for ear- 
markmg sums for plannmg the estabhshment or 
expansion of HMO’s In nonmetropohtan was 
has also been extended Approprlatlon authonza- 
tlons for HMO development have been revised 
downward for fiscal year 1977 from $85 nulllon 
to $45 mdbon For the followmg 2 fiscal years, 
the amounts allotted are $45 m&on and 550 
m11110n 

Organizational Requirements 

The requrement 111 the orlgmnl law that phyw- 
clans m a medxd group must devote more than 
50 percent of their professlonal tune to HMO 
practwe has been changed to a requrement that 
such physlcmns must mdwldually engage m co- 
ordinated group practice as their prmclpnl pro- 
fesslonal actwlty and collectwely take substantml 
responslbdlty for the delwery of medlcal services 
to HMO enrollees A substanhsl portlon-at 
least 35 percent-of the entlre group’s SWYKBS 
must be devoted to the care of HMO members, 
although HMO’s need not meet tlus requwement 
for 3 years after they become financially quahfierl 
and that perlod can be extended through wawers 
by the Secretary of Health, Education, and 
Welfare 

Under the orlgmal act, an HMO could only 
provide ~ervxes m three says-through Its own 
staff, through a mechcal group, or through mdl- 

vldual prsctxe assouations The amendments 
permlt HMO’s t,o provide ser~xes through any 
combmntlon of staff, medxnl groups, mdwldual 
practxe assoclstlons, or professlonzls under 
contract 

Moreover, HMO’s may now contract dnxctly 
for the serwxs of mdwldual health profewonals 
or groups of health professlonals that do not 
quahfy as medlcal groups or mdlvldual practice 
assoaatlons The wnount contracted for, however, 
may not exceed 30 percent of the dollar value 
of the IIMO’s physxnm serwces m rural areas 
or 15 percent m nonrural areas Ttns prows~on 
gwes HMO’s more flexMlty In dehvermg the 
SWY~CBS of particular medical speclaltw, espe- 
c&y those that are m short supply 

A new s&Ion provides that the law 1s to be 
sdrmmstered through a smgle Identifiable admm- 
lstratwe umt of the Department of Health, Edu- 
cation, and Welfare The prowsIons for program 
evaluation by the Comptroller General of the 
Unlted States have been revised Instead of re- 
qwmp evaluation of the operation of at least 
50 HMO’s for which Federal funding has been 
provided, the law now reduces the number to 
10, or one-half, uhxhever 1s greater, with R dead- 
lme of June 30,1978 As of August 1976, approxl- 
mntely 20 HMO’s were federally quahfied 

Amendments to the Social Securrty Act 

Pubhc Law 94460 also contams amendments 
to the Soelal Seour~ty Act that coordmnte the 
defmltlons of an HMO m the HMO Act nlth 
those contamed m the Medmxre and Medwad 
la-s This step makes the provwons and d&u- 
tlons dealmg \rlth HMO’s m the Soclnl Security 
Act more cons&ant with those m the HMO Act 
Prewonsly, the Socml Security Act defined a,nd 
set forth requxrements for HMO’s wthout refer- 
ence to the definltlon of an HMO found m the 
HMO Act 

Determmntlons as to whether an orgsmzatlon 
qunhhes as an HXO ~111 be made by the Secre- 
tary of Health, Education, and I\-elfare through 
the AssIstant Secretary for Health, an HMO 
need thus apply to only one office The Commw 
aone of Socud Security contmues t,o be respon- 
sable for admunstermg the other provwlons m- 
volvmg HMO’s under Medicare 



As before, to quahfy RS nn HMO under Jledl- 
care, an organlzntlon must have st least half 
of Its enrolled membership composed of persons 
under age 65 and must have an open-enrollment 
perxod durmg uh~ch It R 111 accept Medlcnre bene- 
ficnmes to the lnmts of Its cnpaclty m the order 
,n \\hlch they apply (\%lth prowaons for RBIYB~‘S 
and exceptlox) The HMO premmm rate or otha 
charge to MedIcare enrollees need not be com- 
mumty-rated but can be bnsed on the actunrml 
value of the BIedxare deductible plus any co- 
1nsumnce 

The new lan contmues the requnwnent that 
the serv~es nn HMO must provide t,o Medicare 
beneficlarles are those covered under that, pro- 
gram’s hosplt,sl msurnnce and supplementary 
medlcnl msurance mther thRn the “bsslc health 
servmes” defined m the HMO Act The requwe- 
ment m the Social Security Act that an HMO 
must provide both prunary care and speaalty 
care physwns for Its members has been elum- 
nated 

R-ow, m determmmg the amounts paya,ble to 
It under R risk-sharmg contract mlth the Secre- 
t,ary of Health, Education, and Welfare, an HMO 
may Include remsurance costs stemmmg from a,ny 
underwrltmg of cntastrophx nsks Previously, 
only re1nsuranee costs relating to out-of-area 
serv,ces were allox%ed 

Medmsld prov~s,ons have been amended to m- 
elude a defimtlon of HMO’s that corresponds to 
the defimtlon m the HMO Act m all respects 
except that “baw health servxes” are defined 
as referrmg to mandatory Rfedlcsld services 
Unless the provwon 1s wawed, no more than half 
the enrolless m an HMO may be covered under 
Medtcare or be reclplents of Medlcald 

The nev law tlghtens up the prov~slons for 
Federal mstchmg payments to States for Medl- 
cad SWVKRS provided by orgnmzatlons on a pre- 
paId or capltatlon at-nsk bnsls No payments ~11 
be made unless the organlzatlon provldmg m- 
p&lent hospital services, any other mnndnt,ed 
Medxsld service, or any three other Medvxud 
servxes on a prepad risk baa has qunhfied RS 
an HMO Exempted from this requwnent are 
orgnmzntlons that have recawd commumty 
health center or migrant he&h service grants of 
specified amounts and nonprofit rural health care 
enthes that have recaved specified grants under 
the Appalachmn Reg~onnl Development Act The 

requirement n1ll not xpply to orgnnlzatlons t11at 

contracted for the prowsmn of S~L’YICRS before 
1070 

Research Grants Studies 

Section 702 of the Soclal Security Act provides 
for gcnerxl research studies relntmg to the Socml 
Security Admmlstmtlon’s areas of rcsponslblbty 
to for-profit nnd nonprofit orgnmzntlons Extra- 
mural research grants have been ax~nrded under 
tbls provlslon A summary of n completed project 
(Contract No 74-98) 1s presented below’ From 
ttme to tmw, the BULLETIN pubhshes sun~lar sum- 
m~lr,es as prolects are complad 
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FORMER WELFARE FAMILIES INDEPENDENCE 
AND RECURRING DEPENDENCY 

Thus study of 354 NW+ York City famllles \\ ho 
left the velfare rolls because of changes III them 
economx cnwunstances nas directed by Anne N 
Shkuda of the Center for New York City Affairs 
nt the NW School for Soclnl Research Data for 
the study \rere obtamed from personal mtervlevs 
conducted about 1 month after their welfare cases 
had be,en closed About 6 months after the closmg 
date. 300 famlhes nere remtervwaed 

SAMPLE CHARACTERISTICS 

Severnl charncterlstlcs of the farmhes m the 
study sample dlstmgulsh them from the open 
FTelfnre caseload a,nd provide mdlcntlons of their 
relntlve econonuc st~rength Most strlkmg IS the 
presence of two parents among the former nel- 
fare recqxents 45 percent of the fanuhes had 


