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=" H. R. 14080

IN THE HOUSE OF REPRESENTATIVES

SeprEMBER 30, 1969

Mr. Gerarp R. Forp introduced the following bill; which was referred to the
Committee on Ways and Means

A BILL

To amend the Social Security Act to provide an increase in bene-
fits under the old-age, survivors, and disability msurance pro-
gram, provide for automatic benefit increases thereafter in
the event of future increases in the cost of living, provide for
future automatic increases in the earnings and contribution

base, and for other purposes.
Be it enacted by the Senate and House of Representa-
tives of the United States of America in Congress assembled,

That this Act may be cited as the “Social Security Amend-

B W N =

ments of 1969”.
IO
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Sec.
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1.

2

TABLE OF CONTENTS

Short title.

2. Increase in OASDI benefits.
3. Increase in benefits for certain individuals age72and over.
4. Automatic adjustment of benefits.

W o =3 D en

10.

11.
12.
13.
14.

. Liberalization of earnings test.

Increase of earnings counted for benefit and tax purposes.
Automatic adjustment of earnings base.

. Changes in tax schedules.
. Age-62 computation point for men.

Entitlement to child’s insurance benefits based on disability which
began between 18 and 22.

Allocation to Disability Insurance Trust Fund.

Wage credits for members of the uniformed services.

Parent’s insurance benefits in case of retired or disabled worker.

Increase in widow’s and widower’s insurance benefits.

INSURANCE BENEFITS

INCREASE IN OLD-AGE, SURVIVORS, AND DISABILITY

SEC. 2. (a) Section 215 (a) of the Social Security Act

is amended by striking out the table and inserting in lieu

thereof the following:

“TABLE FOR DETERMINING PRIMARY INSURANCE AMOUNT AND
MAXIMUM FAMILY BENEFITS

“I 11 IIT v A%
(Primary
(Primary insurance benefit under insurance (Primary (Maximum
1989 Act, as modified) amount (Average monthly wage) insurance family
under amount) benefits)
1967 Act)
If an individual’s primary insurance Or his average monthly And the
benefit (as determinsd under wage (as determined under maximum
subsec. (d)) is— ] subsec. (b)) is— The amount [ amount of
Or his pri- referred benefits pay-
mary jnsur- to in the able (as pro-
m}ce .tamtount precedlng vided ln) )
as deter- paragraphs | sec. (:Y
mined under of this on thzg?)(asis
At Jeast— Bat not more subsec. At least— But not subsection | of his wages
‘than— (©) is— more than— | shall be— and self-
employment
income shall
be—
- RO, §16. 20 $55.40  |._..._.._.____ $76 $6L 00 $91. 50
or less
.21 16. 84 56. 50 877 78 62,20 93. 30
16.85 17..60 57,70 79 80 63. 50 95. 30
17.61 18. 40 58,80 81 81 64.70 97.10
18.41 19.24 59. 80 82 83 65, 90 98. 90
19..25 20.-00 41,10 84 85 67.30 1L 00
20.01 20, 64 62,20 86 87 68. 50 102, 80
20.65 21.28 63.30 88 89 69. 70 104. 60
21.29 21.88 04. 50 90 90 71.00 106. 50
21.89 22,28 65,60 91 92 7220 108. 30
22.29 22,68 6. 70 93 94 73.40 110. 10
22.69 23. 08 67. 80 95 96 74.60 111. 90
28.09 23, 44 69. 00 97 97 75.90 113. 90
23.45 .76 70.20 98 99 77.30 116. 00
B.7T7 24.20 71. 50 100 101 78.70 118. 10
24.21 24. 60 72.60 102 102 79. 90 119. 90
24.61 25.'60 78,80 103 104 8L 20 121 80
25.01 25, 48 75,10 105 106 82,70 124. 10
25,49 25.92 76. 30 107 107 84.00 128. 00
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“TABLE FOR DETERMINING PRIMARY INSURANCE AMOUNT AND
MAXIMUM FAMILY BENEFITS—Continuec

“1 II III v v
(Primary
(Primary insurance benefit under insurance (Primary (Maximum
1939 Act, 8s modified) amount (Average monthly wage) insurance family
under amount) benefits)
1967 Act)
If an individusl's primary insurance Or his average monthly And the
benefit (as determined under wage (a8 determined under maximum
subsec. (d)) is— subsec. (b)) is— The amount | amount of
Or his pri- referred benefits pay-
mary insur- to in the able (as pro-
ance amount preceding vided in
(as deter- paragraphs | sec. 203(a))
mined under | ° of this on the basis
At least— But not more subsec. At least— But not subsection | of his wages
than— (c)) is— more than— | shall be— and self-
employment
income shall
be—
$25.93 $26. 40 $77.60 $108 $109 $85. 30 $128. 00
26. 41 26,94 78.70 110 113 88. 60 129.90
26. 95 27.46 79.90 114 118 87.90 131. 90
27.47 28,00 81.10 119 122 89,30 134.00
28,01 28. 68 82.30 123 127 90, 60 135. 90
28.69 29.25 83.60 128 132 92.00 138.00
29.26 29.68 84,70 133 136 93.20 130.80
29,69 30. 36 85. 90 137 141 4. 50 141. 80
30,37 30.92 87.20 142 146 96. 00 144.00
30.93 31.36 88.40 147 150 97.30 146. 00
31.37 32.00 89, 50 151 156 98, 50 147.80
32.01 32.60 90. 80 156 160 99, 90 149, 90
32.61 33.20 92.00 161 184 101. 20 151. 80
33.21 33.88 93.20 165 169 102.60 153. 90
33.89 34.50 04. 40 170 174 103. 90 155.90
34.51 35.00 95, 60 175 178 105. 20 157. 80
35.01 35.80 96. 80 179 183 106. 50 159. 80
35. 81 36.40 98.00 184 188 107.80 161.70
36. 41 37.08 99.30 189 193 109. 30 164. 00
37.09 37.60 100. 50 194 197 110. 60 165. 90
37.61 38.20 101. 60 198 202 111.80 167.70
38,21 39.12 102. 90 203 207 113.20 169. 80
39.13 39.68 104.10 208 211 114. 60 171. 90
390.69 40.33 105. 20 212 216 115. 80 173.70
40, 41.12 106. 50 217 221 117.20 176. 80
41,13 41,76 107.70 222 225 118. 650 180. 00
41.77 42.4 108 90 226 230 119. 80 184.00
42,45 43.20 110.10 231 235 121. 20 188. 00
43.21 43.76 111. 40 236 239 122, 60 191. 20
43.77 44,44 112. 60 240 244 123. 90 195. 20
44 45 44.88 113.70 245 249 125.10 199, 20
44.89 45. 60 115.00 250 253 126. 50 202. 40
116. 20 254 258 127. 90 206. 40
117.30 259 263 129.10 210. 40
118. 60 264 267 130. 50 213. 60
119.80 268 272 131. 80 217. 60
121.00 273 277 133.10 221.60
122.20 278 281 134. 50 224.80 -
123. 40 282 286 135. 80 228.80
124.70 287 201 137.20 232.80
125. 80 292 295 138.40 ' 236. 00
127.10 296 300 139.90 240. 00
128.30 301 305 141.20 244.00
129. 40 306 309 142. 40 247.20
130.70 310 314 143. 80 251.20
131.90 315 319 145.10 265. 20
133.00 320 323 146. 30 258.40
134.30 324 328 147.80 262, 40
135. 50 329 333 149. 10 266. 40
136. 80 334 337 150. 50 269. 60
137.90 338 342 151.70 273. 60
139.10 343 347 153. 10 277.60
140. 40 348 351 154. 50 280.
141. 50 352 356 155.70 284. 80
142. 80 367 361 157.10 288. 80
144.00 362 365 158. 40 292.00
145. 10 366 370 159. 70 296. 00
146. 40 371 375 161. 10 300. 00
147. 60 376 379 162. 40 303. 20
148.90 380 384 163. 80 307. 20
150. 00 385 389 165. 00 311. 20
151. 20 390 393 166. 40 314. 40
152. 50 394 398 167. 80 318.40
153. 60 399 403 169. 00 322.40
154.90 404 407 170. 40 325. 60
156. 00 408 412 171. 60 329, 60
157.10 413 417 172. 90 333.60
158,20 418 421 174.10 366. 80
159. 40 422 426 176. 40 340. 80
160. 50 427 431 176. 60 344. 80
161. 60 432 436 177.80 348.80
162. 80 437 440 179.10 352.00
163. 90 441 445 180. 30 356. 00
165,00 446 450 181. 50 360. 00
166. 20 451 454 182. 90 361. 60
167. 30 455 459 184.10 363. 60

J.37-001-z——2
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“TABLE FOR DETERMINING PRIMARY INSURANCE AMOUNT AND
MAXIMUM FAMILY BENEFITS—Continued

“1 II I v \%
(Primary
(Primary insurance benefit under insurance (Primary (Mazimum
1939 Act, as modified) arnount (Average monthly wage) insurance family
under amount) benefits)
1967 Act)
If an individual’s primary insurance Or his average monthly And the
benefit (as determined under wage (as determined under maximum
subsec. (d)) is— subsec. (b)) is— The amount | amount of
Or his pri- : referred benefits pay-
mary insur- to in the able (as pro-
ance amount preceding vided in
(as deter- paragraphs | sec. 203(a))
mined under of this on the basis
At least— But not more subsec. At least— But not subsection | of his wages
than— (c)) is— more than— | shall be— and self-
employment
income shall
be—
$168. 40 $460 $464 $185. 30 $365. 60
160. 50 465 468 186. 50 367.20
170. 70 469 473 187.80 369. 20
171.80 474 478 189. 00 371.20
172.90 479 482 190. 20 372.80
174.10 483 487 191. 60 374.80
175. 20 488 492 192. 80 376. 80
176. 30 493 496 194.00 378.40
177. 50 497 501 195.30 380. 40
178. 60 502 506 196. 50 382.40
179.70 507 510 197.70 384. 00
180. 80 511 515 198. 90 386.00
182.00 518 520 200. 20 388.00
183.10 521 524 201. 50 3
184. 20 525 529 202.70 391. 60
185. 40 530 524 204. 00 393. 60
186. 50 535 538 205.20 395. 20
187. 60 539 543 206. 40 397.20
188. 80 544 548 207.70 399. 20
189. 90 549 553 208.90 401.20
191. 00 554 556 210,10 402. 40
192. 00 5567 560 211.20 404.00
193. 00 561 563 212.30 405.20
164.00 564 567 213.40 406.80
195. 00 568 570 214. 50 408.00
196.00 571 574 215. 60 409. 60
197. 00 575 577 216.70 410. 80
198. 00 578 581 217.80 412. 40
199. 00 582 584 218.90 413.60
200. 00 585 588 220. 00 415.20
201. 00 589 591 221.10 4186. 40
202. 00 592 595 222.20 418.00
203. 00 596 598 223.30 410.20
204, 00 599 602 224. 40 420.80
205, 00 603 605 225, 422.00
206, 606 609 226. 60 423.60
207. 00 610 612 227.70 424,80
208. 00 613 616 228,80 426.40
209. 00 617 620 229, 90 428.00
210.00 621 623 23100 429.20
211.00 624 627 232.10 430. 80
212.00 €28 630 233.20 432.00
213.00 631 634 234.30 433. 60
214.00 635 637 235.40 434.80
215.00 638 641 236. 60 436.40
216.00 642 644 237.60 437.60
217. 00 645 648 238.70 439.20
218.00 649 656 239. 80 442.40
857 666 241.00 446. 40
667 676 242,00 4560. 40
877 685 243.00 454,00
686 695 244.00 458,00
696 705 245. 00 462. 00
706 715 246. 00 466.00
716 . 725 247.00 470.00
726 734 248. 00 473.60
735 744 249.00 477.60
745 760 2560, 480. 00.”

(b) Section 203 (a) of such Act is amended by striking
out paragraph (2) and inserting in lieu thereof the following :
“(2) when two or more persons were entitled

(without the application of section 202 (j) (1) and sec-
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tion 223 (b)) to monthly benefits under section 202 or
223 for March 1970 on the basis of the wages and self-
employment income of such insured individual and at
least one such person was so entitled for February 1970
on the basis of such wages and self-employment income,
such total of benefits for March 1970 or any subsequent
month shall not be reduced to less than the larger of—
“(A) the amount determined under this sub-

section without regard to this paragraph, or
“(B) an amount equal to the sum of the
amounts derived by multiplying the benefit amount
determined under this title (including this subsec-
tion, but without the application of seét-ion 222 (b),
section 202 (q) , and subsections (b), (c), and (d)
of this section), as in effect prior to March 1970, for
each such person for such month, by 110 percent
and raising each such increased amount, if it is not a
multiple of $0.10, to the next higher multiple of

$0.10;

but in any such case (i) paragraph (1) of this subsection
shall not be applied to such total of benefits after the appli-
cation of subparagraph (B), and (ii) if section 202 (k) (2)
(A) was applicable in the case of any such benefits for
March 1970, and ceases to apply after such month, the pro-

visions of subparagraph (B) shall be applied, for and after
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the month in which section 202 (k) (2) (A) ceases to apply,
as though paragraph (1) had not been applicable to such
total of benefits for March 1970, or”.

(c) Section 215 (b) (4) of such Act is amended by
striking out “January 1968” each time it appears and in-
serting in lieu thereof “February 1970”.

(d) Section 215 (c) of such Act is amended to read
as follows:

“PRIMARY INSURANCE AMOUNT UNDER 1967 ACT

“(c) (1) For the purposes of column II of the table
appearing in subsection (a) of this section, an individual’s
primary insurance amount shall be computed on the basis of
the law in effect prior to the enactment of the Social Security
Amendments of 1969.

“(2) The provisions of this subsection shall be appli-
cable only in the case of an individual who became entitled
to benefits under section 202 (a) or section 223 hefore March
1970, or who died before such month.”

(e) The amendments made by this section shall apply
with respect to monthly benefits under title IT of the Social
Security Act for months after February 1970 and with re-
spect to lump-sum death payments under such title in the
case of deaths occurring after February 1970.

(f) If an individual was entitled to a disability insurance

benefit under section 223 of the Social Security Act for
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February 1970 and became entitled to old-age insurance
benefits under section 202 (a) of such Act for March 1970,
or he died in such month, then, for purposes of section 215
(a) (4) of the Social Security Act (if applicable), the
amount in column IV of the table appearing in such section
215 (a) for such individual shall be the amount in such
column on the line on which in column II appears his pri-
mary insurance amount (as determined under section 215
(¢) of such Act) instead of the amount in column IV equal
to the primary insurance amount on which his disability
insurance benefit is based.

INCREASE IN BENEFITS FOR CERTAIN INDIVIDUALS AGE 72

AND OVER

SEC. 3. (a) (1) Section 227 (a) of the Social Security
Act is amended by striking out “$40” and inserting in lieu
thereof “$44,” and by striking out “$20” and inserting in
lieu thereof “$22.”.

(2) Section 227 (b) of such Act is amended by striking
out in the second sentence “$40” and inserting in lieu thereof
“$44”.

(b) (1) Section 228 (b) (1) of such Act is amended
by striking out “$40” and inserting in lieu thereof “$44”.

(2) Section 228 (bh) (2) of such Act is amended by
striking out “$40” and inserting in lieu thereof “$44”, and

by striking out “$20” and inserting in lieu thereof “$22”.
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(3) Section 228 (c) (2) of such Act is amended by
striking out “$20” and inserting in lieu thereof “‘$22”.
(4) Section 228 (c) (3) (A) of such Act is amended
by striking out “$40” and inserting in lieu thereof “$44”.
(5) Section 228 (c) (3) (B) of such Act is amended
by striking out “$20” and inserting in lieu thereof “$22”.
(¢c) The amendments made by subsections (a) and
(b) shall apply with respect to monthly benefits under title
IT of the Social Security Act for months after February
1970.
.AUTOMATIC ADJUSTMENT OF BENEFITS
Sec. 4. (a) Section 215 of the Social Security Act is
amended by adding after subsection (h) the following new
subsection:
“COST-OF-LIVING INCREASES IN BENEFITS
“(i) (1) For purposes of this subsection—
“(A) the term ‘base quarter’ shall mean the period
of 3 consecutive calendar months ending on September
30, 1969, and the period of 3 consecutive calendar
months ending on September 30 of each year thereafter.
“(B) the term ‘cost-of-living computation quarter’
shall mean the base quarter in which the monthly aver-
age of the Consumer Price Index prepared by the De-
partment of Labor exceeds, by not less than 3 per

centum, the monthly average of such Index in the later
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of: (i) the 3 calendar-month period ending on Septem-

ber 30, 1969 or (ii) the base quarter which was most

recently a cost-of-living computation quarter.

“(2) (A) If the Secretary determines that a base
quarter in a calendar year is also a cost-of-living computa-
tion quarter, he shall, effective for January of the next cal-
endar year, increase the benefit amount of each individual
who for such month is entitled to benefits under section 227
or 228 and the primary insurance amount of each individual,
specified in subparagraph (B) of this paragraph, by an
amount derived by multiplying such amount of each such
individual (including each such individual’s primary insur-
ance amount or benefit amount under section 227 or 228 as
previously icreased under this subparagraph) by the same
per centum (rounded to the nearest one-tenth of 1 per
centum) as the monthly average of the Consumer Price In-
dex for such cost-of-living computation quarter exceeds the
monthly average of such Index for the base quarter deter-
mined after the application of clauses (i) and (i) of para-
graph (1) (B). Such increased primary insurance amount
shall be considered such individual’s primary insurance

amount for purposes of this subsection, section 202, and sec-

tion 223.
“(B) The increase provided by subparagraph (A) with

respect to a particular cost-of-living computation quarter
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shall apply in the case of monthly benefits under this title
for months after December of the calendar year in which
occurred such cost-of-living computation quarter, based on
the wages and self-employment income of an individual who
became entitled to monthly benefits under section 202, 223,
227, or 228 (without regard to section 202 (j) (1) or section
223 (b)), or who died, in or before December of the calen-
dar year in which occurred such cost-of-living computation
quarter.

“(C) If the Secretary determines that a base quarter
in a calendar year is also a cost-of-living computation quarter,
he shall publish in the Federal Register on or before Decem-
ber 1 of such calendar year a determination that a benefit
increase is resultantly required and the percentage thereof.

He shall also publish in the Federal Register at that time

~a revision of the benefit table contained in subsection (a),

as it may have been revised previously, pursuant to this
subparagraph. Such revision shall be determined as follows:
“(i) The amount, of each line of column IT shall be
changed to the amount shown on the corresponding line of
column IV of the table in effect before this revision.
“(i1) The amount of each line of column IV shall be
increased from the amount shown in the table in effect

before this revision by increasing such amount by the per

centum specified in subparagraph (A) of paragraph (2),
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raising each such increased amount, if not a multiple of
$.10, to the next higher multiple of $.10.

“(iii) If the contribution and benefit base (as defined in
section 230 (b)) for the calendar year in which such bene-
fit table is revised is lower than such base for the following
calendar year, columns ITI, IV, and V shall be extended.
The amount in the first additional line in column IV shall
be the amount in the last line of such column as determined
under clause (ii), plus $1.00, rounding such increased
amount to the nearest multiple of $1.00. The amount of each
succeeding line of column IV shall be the amount on the
preceding line increased by $1.00, until the amount on
the last lin¢ of such column shall be equal to one-thirtysixth
of the contribution and earnings base for the calendar year
succeeding the calendar year in which such benefit table is
revised, rounding such amount, if not a multiple of $1.00, to
the nearest multiple of $1.00. The amount in each additional
line of column III shall be determined so that the second
figure in the last line of column ITT shall be one-twelfth of
the contribution and earnings hase for.the calendar year fol-
lowing the calendar year in which such benefit table is re-
vised, and the remaining figures in column III shall be
determined in consistent mathematical intervals from column
IV. The second figure in the last line of column IIT before

the extension of the column shall be increased to a figure

J.87-001-z—3
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mathematically consistent with the figures determined in
accordance with the preceding sentence. The amount on each
line of column V shall be increased, to the extent necessary,
so that each such amount shall be equal to 40 per centum of
the second figure in the same line of column ITI, plus 40
per centum of the smaller of (I) such second figure or (II)
the larger of $450 or 50 per centum of the largest figure
in column III.

“(iv) The amount on each line of column V shall
be increased, if necessary, so that such amount shall be
at least equal to one and one-half times the amount shown
on the corresponding line in column IV. Any such increased
amount that is not a multiple of $.10 shall be increased to
the next higher multiple of $.10.”

(b) Section 203 (a) of such Act is amended by striking
out the period at the end of the first sentence and inserting in
lieu thereof “, or” and adding the following new paragraph:

“(4) when two or more persons are entitled (with-
out the application of section 202 (j) (1) and section

223 (b) ) to monthly benefits under section 202 or 223

for December in the calendar year in which occurs a

cost-of-living computation quarter (as defined in section

215 (i) (1)) on the basis of the wages and self-employ-

ment income of such insured individual, such total of

benefits for the month immediately following shall be
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reduced to not less than the amount equal to the sum of
the amounts derived by multiplying the benefit amount
determined under this title (including this subsection,
but without the application of section 222 (b), section
202 (q), and subsections (b), (c), and (d) of this sec-
tion) as in effect for December for each such person by
the same per centum increase as such individual’s pri-
mary insurance amount (including such amount as pre-
viously increased under section 215 (i) (2) ) is increased
and raising each such increased amount, if not a multiple
of $0.10, to the next higher multiple of $0.10.”.

(¢) (1) Section 202 (a) of such Act is amended by
striking out “ (as defined in section 215 (a) ) .”.

(2) Section 215 (f) (4) of such Act is amended by
adding at the end before the period the following: “ (includ-
ing a primary insurance amount as increased under subsection
(1) (2))".

(3) Section 215 (g) of such Act is amended by strik-
ing out “primary insurance amount” and inserting in lieu
thereof “primary insurance amount (including a primary
insurance amount as increased under subsection (i) (2))”.

LIBERALIZATION OF EARNINGS TEST

Sec. 5. (a) (1) Paragraphs (1) and (4) (B) of sec-

tion 203 (f) of the Social Security Act are each amended by
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striking out “$140” and inserting in lieu thereof “$150 or the
exempt amount as determined under paragraph (8)”.
(2) Paragraph (1) (A) of section 203 (h) of such Act
is amended by striking out “$140” and inserting in lieu there-

of “$150 or the exempt amount as determined under para-

graph (8)”.
(3) Paragraph (3) section 203 (f) of such Act is
amended to read as follows:

“(3) For purposes of paragraph (1) and subsection
(h), an individual’s excess earnings for a taxable year shall
be 50 per centum of his earnings for such year in excess of
the product of $150 or the exempt amount as determined
under paragraph (8) multiplied by the number of months in
such year. The excess earnings as derived under the preced-
ing sentence, if not a multiple of $1, shall be reduced to the
next lower multiple of $1.”

(b) Subsection (f) of section 203 of such Act is
amended by adding at the end thereof the following new
paragraph:

“(8) (A) On or before October 1 of 1972 and of each
even-numbered year thereafter, the Secretary shall determine
and publish in the Federal Register the exempt amount as
defined in subparagraph (B) for each month in the two tax-
able years which end after the calendar year following the

year in which such determination is made.
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“(B) The exempt amount for each month of a par-
ticular taxable year shall be whichever of the following is
the larger:
“(i) the product of $150 and the.ratio of (I) the
average taxable wages of all persons for whom taxable
wages were reported to the Secretary for the first cal-
endar quarter of the calendar year m which a deter-
mination under subparagraph (A) is made for each
such month of such particular taxable year to (II) the
average of the taxable wages of all persons for whom
wages were reported to the Secretary for the first cal-
endar quarter of 1971; such product, if not a multiple
of $10, shall be rounded to the nearest multiple of $10,
or
““(ii) the exempt amount for each month in the
taxable year preceding such particular taxable year;
except that the provisions in clause (i) shall not apply
with respect to any taxable year unless the contribution and
earnings base for such year is determined under section
230 (b) (1).”

(¢) Clause (B) of Section 203 (f) (1) of the Social
Security Act is amended to read as follows:

“(B) in which such individual was age 72 or over,
excluding from such excess earnings the earnings of an

individual in or after the month in which he was age 72
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in the year in which he attained age 72,, with the amount

(if any) of an individual’s self-employment income in

such year being prorated in an equitable manner under

regulations prescribed by the Secretary,”.

(d) The amendments made by this section shall apply
with respect to taxable years ending after December 1970.
INCREASE OF EARNINGS COUNTED FOR BENBFIT AND TAX

PURPOSES

SEC. 6. (a) (1) (A) Section 209 (a) (5) of the Social
Security Act is amended by inserting “and prior to 1972”’
after “1967".

(B) Section 209 (a) of such Act is further amended by
adding at the end thereof the following new paragraphs:

“(6) That part of remuneration which, after remunera-
tion (other than remuneration referred to in the succeeding
subsections of this section) equal to $9,000 with respect to
employment has been paid to an individual during any cal-
endar year after 1971 and prior to 1974, is paid to such
individual during any such calendar year;

“(7) That part of remuneration which, after remunera-
tion (other than remuneration referred to in the succeeding
subsections of this section) equal to the contribution and
earnings base (determined under section 230) with respect
to employment paid to an individual during the calendar year

with respect to which such contribution and earnings base
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was effective, is paid to such individual during such calendar
year;

(2) (A) Section 211(b) (1) (E) of such Act is
amended by inserting “and prior to 1972” after “1967”, by
striking out “‘; or” and inserting in lieu thereof ““; and”.

(B) Section 211 (b) (1) of such Act is further amended
by adding at the end thereof the following new subpara-
graphs:

“(F) For any taxable year ending after 1971
and prior to 1974, (i) $9,000, minus (ii) the amount
of the wages paid to such individual during the taxable
year; and

“(@) For any taxable year ending in any calendar
year after 1973, (1) an amount equal to the contribution
and earnings base (as determined under section 230)
effective for such calendar year, minus (ii) the amount
of the wages to such individual during such taxable year,
or”.

(3) (A) Section 213 (a) (2) (ii)) of such Act is
amended by striking out “after 1967"" and Inserting in lieu
thereof ““after 1967 and before 1972, or $9,000 in the case
of a calendar year after 1971 and before 1974, or an amount
equal to the contribution and earnings base (as determined

under section 230) in the case of any calendar year with
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respect to which such contribution and earnings base was
effective”.

(B) Section 213 (a) (2) (iii) of such Act is amended
by striking out “after 1967 and inserting in lieu thereof
“after 1967 and prior to 1972, or $9,000 in the case of a
taxable year ending after 1971 and prior to 1974 or the
amount equal to the contribution and earnings base (as deter-
mined under section 230), in the case of any taxable year
ending in any calendar year after 1973, effective for such
calendar year”.

(4) Section 215 (e) (1) of such Act is amended by
striking out “and the excess over $7,800 in the case of any
calendar year after 1967” and inserting in lieu thereof “the
excess over $7,800 in the case of any calendar year after
1967 and before 1972, the excess over $9,000 in the case
of any calendar year after 1971 and before 1974, and the
excess over an amount equal to the contribution and earnings
base (as determined under section 230) in the case of any
calendar year after 1973 with respect to which such con-
tribution and earnings base was effective”.

(b) (1) (A) Section 1402 (b) (1) (E) of the Internal
Revenue Code of 1954 (relating to definition of self-employ-
ment income) is amended by inserting “and before 1972”
after “1967”, and by striking out “; or” and inserting in

lieu thereof *; and”.
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(B) Section 1402 (b) (1) of such Code is further
amended by adding at the end thereof the following new
subparagraphs: |

“(F) for any taxable year ending after 1971
and before 1974, (1) $9,000, minus (ii) the amount
of the wages paid to such individual during the tax-
able year; and

“(G) for any taxable year ending in any cal-
endar year after 1973, (i) an amount equal to the
contribution and earnings base (as determined under
section 230 of the Social Security Act) effective for
such calendar year, minus (ii) the amount of the
wages paid to such individual during such taxable
year; or’.

(2) (A) Section 3121 (a) (1) of such Code (relating
to definition of wages) is amended by striking out “$7,800”
each place it appears and inserting in lieu thereof “$9,000”.

(B) Effective with remuneration paid after 1973, sec-
tion 3121 (a) (1) of such Code is amended by (1) striking
out “$9,000” each place it appears-and inserting in lieu
thereof “‘the contribution and earnings base (as determined
under section 230 of the Social Security Act)”, and (2)
striking out “by an employer during any calendar year”’, and

inserting in lieu thereof “by an employer during the calendar

J.37-001-z—4
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year with respect to which such contribution and earnings
base was effective’.

(3) (A) The second sentence of section 3122 of such
Code (relating to Federal service) is amended by striking
out “$7,800” and inserting in lieu thereof “$9,000”.

(B) Effective with remuneration paid after 1973, the
second sentence of section 3122 of such Code is amended by
striking out “$9,000” and inserting in lieu thereof “‘the con-
tribution and earnings hase”.

(4) (A) Section 3125 of such Code (relating to returns
in the case of governmental employees in Guam, American
Samoa, and the District of Columbia) is amended by strik-
ing out “$7,800” where it appears in subsections (a), (b),
and (c¢) and inserting in lieu thereof “$9,000”.

(B) Effective with remuneration paid after 1973, the
second sentence of section 3125 of such Code is amended by
striking out “$9,000” where it appears in subsections (a),
(b), and (c¢) and inserting in lieu thereof “‘the contribution
and earnings base”.

(5) Section 6413 (c) (1) of such Code (relating to
special refunds of employment taxes) is amended—

(A) by inserting “and prior to the calendar year

1972 after “after the calendar year 1967”.

(B) by inserting after “exceed $7,800” the fol-

lowing: “or (E) during: any calendar year after the
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calendar year 1971 and prior to the calendar year 1974,
the wages received hy him during such year exceed
$9,000, or (F) during any calendar year after 1973,
the wages received by him during such year exceed the
contribution and earnings base (as determined under
section 230 of the Social Security Act) effective with
respect to such year,” and

(C) by inserting before the period at the end
thereof the following: ‘“and before 1972, or which
exceeds the tax with respect to the first $9,000 of such
wages received in such calendar year after 1971 and
before 1974, or which exceeds the tax with respect to
the first amount equal to the contribution and earnings
base (as determined under section 230 of the Social
Security Act) of such wages received in the calendar
year after 1973 with respect to which such contribution
and earnings base was effective”. |

(6) Section 6413 (¢) (2) (A) of such Code (relating

to refunds of employment taxes in the case of Federal employ-

ees) is amended hy—

(A) striking out ‘“‘or $7,800 for any calendar year
after 1967 and inserting in lieu thereof “$7,800 for the
calendar year 1968, 1969, 1970 and 1971, or $9,000
for the calendar year 1972 or 1973, or an amount equal

to the contribution and earnings base (as determined
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under section 230 of the Social Security Act) for any

calendar year after 1973 with respect to which such con-

tribution and earnings base was effective”.

(c) The amendments made by subsections (a) (1) and
(a) (3) (A), and the amendments made by subsection (b)
(except paragraph (1) thereof), shall apply only with
respect to remuneration paid after December 1971. The
amendments made by subsections (a) (2), (a) (3) (B),
and (b) (1) shall apply only with respect to taxable years
ending after 1971. The amendment made bv subsection (a)
(4) shall apply only with respect to calendar vears after
1971.

AUTOMATIC ADJUSTMENT OF EARNINGS BASE

SEC. 7. (a) Title IT of the Social Security Act is
amended by adding at the end thereof the following new
section :

“AUTOMATIC ADJUSTMENT OF EARNINGS BASE

“SEC. 230. (a) On or before October 1 of 1972, and each
even-numbered year thereafter, the Secretary shall deter-
mine and publish in the Federal Register the contribution and
earnings base (as defined in subsection (b)) for the two
calendar years succeeding the calendar year following the
year in which the determination is made.

“(b) The contribution and earnings base for a particular
calendar year shall be whichever of the following is the

larger.
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“(1) the product of $9,000 and the ratio of (A)

the average taxable wages of all persons for whom tax-

able wages were reported to the Secretary for the first

calendar quarter of the calendar year in which a deter-

mination under subsection (a) 1is made for such par-

ticular calendar year to (B) the average of the taxable

wages of all persons for whom taxable wages were re-

ported to the Secretary for the first calendar quarter of

1971; such product, if not a multiple of $600, shall be

rounded to the nearest multiple of $600, or

““(2) the contribution and earnings base for the cal-

endar year perceding such particular calendar year.”

(b) That part of section 215 (a) of the Social Security
Act which precedes the table is amended by striking out
“or” at the end of paragraph (3), by striking out the
period at the end of paragraph (4) and inserting in lieu
thereof ‘“‘or the amount equal to his primary insurance
amount upon which such disability insurance benefit is
based if such primary insurance amount was determined
under paragraph (5); or”, and by inserting after para-
graph (4) the following:

“(5) If such insured individual’s average monthly wage
(as determined under subsection (b)) exceeds $750, the
amount equal to the sum of (A) $54.48 and (B) 28.47

per centum of such average monthly wage; such sum, if
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it is not a multiple of $1, shall be rounded to the nearest
multiple of $1.”

(¢) So much of section 203 (a) as precedes paragraph
(2) is amended to read as follows:

“SEc. 203. (a) Whenever the total of monthly benefits
to which individuals are entitled under sections 202 and 223
for a month on the basis of the wages and self-employment
mcome of an insured individual exceeds the larger of: (I)
the amount appearing in column V of the table in section
215(a) on the line on which appears in column IV such
insured individual’s primary insurance amount, and (II) the
amount which is equal to the sum of $180.00 and 40 per
centum of the highest average monthly wage (as determined
under section 215 (b) ), which will produce the primary
insurance amount of such- individual (as determined under
section 215 (a) (5) ), such total of monthly benefits to which
such individuals are entitled shall he reduced to the larger
amount determined under (I) or (II) above, whichever is
applicable; except that—

“(1) when any such individuals so entitled would

(but for the provisions of section 202 (k) (2) (A)) be

entitled to child’s insurance henefits on the hasis of

the wages and self-emplovment income of one or more

other insured individuals, such total benefits shall not

he reduced to less than the larger of:
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“(A) the sum of the maximum amounts of
benefits payable on the basis of the wages and self-
employment income of all such insured individuals,
but not more than the last figure in column V of the
table appearing in section 215 (a), and

“(B) the amount determined under clause
(IT) for the highest primary insurance amount of
any insured individual (if such primary insurance
amount is determined under section 215 (a) (15)).”

(d) (1) Section 201 (c) of the Social Security Act 18
amended by inserting before the last sentence the following
sentence: “The report shall further include a recommenda-
tion as to the appropriateness of the tax rates in sections
1401 (a), 8101 (a), and 3111 (a) of the Internal Revenue
Code of 1954, which will be in effect for the following cal-
endar year; this recommendation shall be made in the light
of the need for the estimated income in relationship to the
estimated outgo of the Trust Funds during such year.”

(2) Section 1817 (b) of such Act is amended by in-
serting before the last sentence the following sentence: “The
report shall further include a recommendation as to the
appropriateness of the tax rates in sections 1401 (b), 3101
(b), and 8111 (b) of the Internal Revenue Code of 1954,
which will be in effect for the following calendar year; this

recommendation shall be made in the light of the need for
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the estimated income in relationship to the estimated outgo
of the Trust Fund during such year.”
(e) The amendments made by subsections (b) and
(c) shall apply with respect to monthly benefits for months
after December 1973 and with respect to lump-sum death
payments under such title in the case of deaths occurring
after 1973,
CHANGES IN TAX SCHEDULES
SEc. 8. (a) (1) Section 1401 (a) of the Internal Rev-
enue Code of 1954 (relating to rate of tax on self-employ-
ment income for purposes of old-age, survivors, and dis-
ability insurance) is amended by striking out paragraphs
(1), (2), (3), and (4), and inserting in lieu thereof the
following :

“(1) in the case of any taxahle year beginning after
December 31, 1969, and before January 1, 1975, the
tax shall be equal to 6.3 percent of the amount of the
self-employment inc(;r'ne for such taxable year;

“(2) 'in the case of any taxable year beginning
after December 31, 1974, and before January 1, 1977,
the tax shall be equal to 6.9 percent of the amount of
the self-employment income for such taxable year; and

“(3) in the case of any taxable year beginning after
December 31, 1976, the tax shall be equal to 7.0 per-
cent of the amount of the self-employment income for

such taxable year.”
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(2) Section 3101 (a) of such Code (relating to- rate

of tax on employees for purposes of old-age, survivors, and
disability insurance) is amended by striking out paragraphs
(1), (2), (3), and (4) and inserting in lieu thereof the

following:

“(1) with respect to wages received during the cal-
endar years 1970, 1971, 1972, 1973 and 1974, the rate
shall be 4.2 percent;

“(2) with respect to wages received during the cal-
endar years 1975 and 1976, the rate shall be 4.6 per-
cent;

“(3) with respect to wages received during the cal-
endar years 1977, 1978, and 1979, the rate shall be 4.8
percent;

“(4) with respect to wages received during the cal-
endar years 1980, 1981, 1982, 1983, 1984, 1985, and
1986, the rate shall be 4.9 percent; and

“(5) with respect to wages received after Decem-
ber 31, 1986, the rate shall be 5.0 percent.”

(3) Section 3111 (a) of such Code (relating to rate of

tax on employers for purposes of old-age, survivors, and dis-
ability insurance) is amended by striking out paragraphs
(1), (2), (3), and (4) and inserting in lieu thereof the

following:

“(1) with respect to wages paid during the cal-
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endar years 1970, 1971, 1972, 1973 and 1974, the rate
shall be 4.2 percent;

“(2) with respect to wages paid during the cal-
endar years 1975 and 1976, the rate shall be 4.6 per-
cent;

“(3) with respect to wages paid during the cal-
endar years 1977, 1978, and 1979, the rate shéll 'be
4.8 percent;

“(4) with respect to wages paid during the calen-
dar years 1980, 1981, 1982, 1983, 1984, 1985, and
1986, the rate shall be 4.9 percent; and

“(5) with respect to wages paid after December
31, 1986, the rate shall be 5.0 percent.”

(b) (1) Section 1401 (b) of such Code (relating to

rate of tax on self-employment income for purposes of hos-
pital insurance) is amended by striking out paragraphs (1),

(2), (3), (4), and (5) and inserting in lieu thereof the

18 following:

19
20
21
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“(1) in the case of any taxable year beginning after
December 31, 1969, and before January 1, 1971, the
tax shall be equal to 0.60 percent of the amount of the
self-employment income for such taxable year; and

“(2) in the case of any taxable year beginning after
December 31, 1970, the tax shall be equal to 0.90 per-
cent of the amount of the self-employment income for

such taxable year.”-
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(2) Section 3101 (b) of such Code (relating to rate of
tax on employees for purposes of hospital insurance) is
amended by striking out paragraphs (1), (2). (3), (4),
and (5) and inserting in lieu thereof the followng:

““(1) with respect to wages received during the
calendar year 1970, the rate shall be 0.60 percent; and

“(2) with respect to wages received after Decem-
ber 31, 1970, the rate shall be 0.90 percent.”

(3) Section 3111 (b) of such Code (relating to rate of
tax on employers for purposes of hospital insurance) is
amended by striking out paragraphs (1), (2), (3), (4),
and (5) and inserting in lieu thereof the following:

“(1) with respect to wages paid during the calen-
dar year 1970, the rate shall be 0.60 percent; and
“(2) with respect to wages paid after December 31,

1970, the rate shall be 0.90 percent.”

(¢c) The amendments made by subsections (a) (1) and
(b) (1) shall apply only with respect to taxable years be-
ginning after December 31, 1969. The remaining amend-
ments made by this section shall apply only with respect to
remuneration paid after December 31, 1969.

AGE-62 COMPUTATION POINT FOR MEN

Spc. 9. (a) Section 214 (a) (1) of the Social Security

Act is amended by striking out ‘‘hefore—" and by striking

out all of subparagraphs (A), (B), and (C) and by in-
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serting in lieu thereof “before the year in which he died or
(if earlier) the year in which he attained age 62,”.

(b) Section 215 (h) (3) of such Act is amended by
striking out “‘before—" and all of subparagraphs (A), (B),
and (C) and by inserting in lieu thereof “before the year in
which he died or, if it occurred earlier but after 1960, the
year in which he attained age 62.”.

(¢) Section 215 (f) of such Act is amended by striking
out paragraph (5) and inserting in lieu thereof the follow-
ng:

“(5) In the case of an individual who is entitled to
monthly benefits for a month after December 1971, on the
basis of the wages and self-employment income of an insured
individual who prior to January 1972 became entitled to
benefits under section 202 (a), became entitled to benefits
under section 223 after the year in which he attained age
62, or died in a year after the year in which he attained
age 62, the Secretary shall, notwithstanding paragraphs (1)
and (2), recompute the primary insurance amount of such
insured individual. Such recomputation shall be made under
whichever of the following alternative computation methods
yields the higher primary insurance amount:

‘“ (A) the computation methods of this section, as

amended by the Social Security Amendments of 1969,

which would be applicable in the case of an insured
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individual who attained age 62 after December 1971, or

“(B) under the provisions in subparagraph (A)
(but without regard to the limitation, ‘but after 1960’
contained in paragraph (3) of subsection (b)), except
that for any such recomputation, when the number of
an individual’s benefit computation years 1s less than 5,
his average monthly wage shall, if it 1s in excess of
$400, be reduced to such amount.”

(d) Section 223 (a) (2) of such Act is amended by—

(1) striking out “(if a woman) or age 65 (if a
man) ”’,

(2) striking out “in the case of a woman” and in-
serting in lieu thereof “in the case of an individual”,
and
(3) striking out “she” and inserting in lieu thereof “he”.
(e) Section 223 (¢) (1) (A) is amended by striking out

“(if a woman) or age 65 (1f aman)’.

(f) The amendments made by the preceding subsec-
tions of this section shall apply with respect to monthly
benefits under title IT of the Social Security Act for months
after December 1971 and with respect to lump-sum death
payments made in the case of an insured individual who
died after such month.

(g) Sections 209 (i), 216 (i) (3) (A), and 213 (a) (2)
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of the Social Security Act are amended by striking out, “ (if
a woman) or age 65 (if a man)”.
ENTITLEMENT TO CHILD’S INSURANCE BENEFITS BASED
ON DISABILITY WHICH BEGAN BETWEEN 18 AND 22
Sec. 10. (a) Clause (ii) of section 202 (d) (1) (B) of
the Social Security Act is amended by striking out “which
began before he attained the age of 18” and inserting in lieu
thereof “which began before he attained the age of 227
(b) Subparagraphs (F) and (G) of section 202 (d)
(1) of such Actare amended to read as follows:

“(F) if such child was not under a disability (as
so defined) at the time he attained the age of 18, the
earlier of—

“(i) the first month during no part of which
he is a full-time student, or
“(i1) the month in which he attains the age of

22,
but only if he was not under a disability (as so defined)
in such earlier month; or

“(G) if such child was under a disability (as so
defined) at the time he attained the age of 18, or if he
was not under a disability (as so defined) at such time
but was under a disability (as so defined) at or prior to
the time he attained (or would attain) the age of 22,
the third month following the month in which he ceases

to be under such disability or (if later) the earlier of—
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“(i) the first month during no part of which
he is a full-time student, or
“(ii) the month in which he attains the age
of 22, |

but only if he was not under a disability (as so defined)

in such earlier month.”

(¢) Section 202 (d) (1) of such Act is further amended
by adding at the end thereof the following new sentence:
“No payment under this paragraph may be made to a child
who would not meet the definition of disability in section
2923 (d) except for paragraph (1) (B) thereof for any month
in which he engages in substantial gainful activity.”

(d) Paragraph (6) of section 202 (d) is amended by
striking out “in which he is a full-time student and has not
attained the age of 22" and all that follows and inserting in
lieu thereof “in which he—

“(A) (i) is a full-time student or (ii) is under a
disability (as defined in section 223 (d) ), and

“(B) had not attained the age of 22, but only if
he has filed application for such reentitlement. Such re-
entitlement shall end with the month preceding which-
ever of the following first occurs:

“(C) the first month in which an event specified in
paragraph (1) (D) occurs; or

“(D) the earlier of (i) the first month during no
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part of which he is a full-time student or (ii) the month
in WhiCH he attains the age of 22, but only if he is not
under a disability (as so defined) in such earlier month;
or

“(E) if he was under a disability (as so defined),
the third month following the month in which he ceases
to be under such disability or (if later) the earlier of—

“(i) the first month during no part of which
he is a full-time student, or
“(ii) the month in which he attains the age
of 22.”
(e) Section 202 (s) of such Act is amended—

(1) by striking out “before he attained such age”
in paragraph (1) and inserting in lieu thereof “before
he attained the age of 22”; and

(2) by striking out “before such child attained the
age of 18” in paragraphs (2) and (3) and inserting in
lien thereof “before such child attained the age of 22”.
(f) The amendments made by this section shall apply

only with respect to monthly insurance benefits payable under
section 202 of the Social Security Act for months after
December 1970, except that in the case of an individual who
was not entitled to a monthly benefit under such section for
December 1970, such amendments shall apply only on the

basis of an application filed after September 30, 1970.
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ALLOCATION TO DISABILITY INSURANCE TRUST FUND

Sec. 11. (a) Section 201 (b) (1) of the Social Security

Act is amended by—

(1) striking out “and” at the end of clause (B);
(2) striking out “1967, and so reported,” and
inserting in lieu thereof the following: “1967, and before
January 1, 1970, and so reported, and (D) 1.05 per
centum of the wages (as so defined) paid after Decem-
ber 31, 1969, and so reported,”.
(b) Section 201 (b) (2) of such Act is amended by—
(1) striking out “‘and” at the end of clause (B);
(2) striking out “1967,” and inserting in lieu
thereof the following: “1967, and before January 1,
1970, and (D) 0.7875 of 1 per centum of the amount
of self-employment income (as so defined) so reported
for any taxable year beginning after December 31,
1969,”.
WAGE CREDITS FOR MEMBERS OF THE UNIFORMED
| SERVICES

SEC. 12. (a) Subsection 229 (a) of such Act is amended

by—

(1) striking out “after December 1967,” and in-
serting in lieu thereof “after December 1970 ;

(2) striking out “after 1967 and inserting in lieu
thereof “after 1956’ ; and
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(3) striking out all of paragraphs (1), (2), and

(3), and inserting in lieu thereof “$300”.

(b) The amendments made by subsection (a) shall
apply with respect to monthly benefits payable under title
IT of the Social Security Act for months after December
1970 and with respect to lump-sum death payments in the
case of deaths occurring after December 1970, except that,
in the case of any individual who is entitled, on the basis
of the wages and self-employment income of any individual
to whom section 229 applies, to monthly benefits under
title II of such Act for December 1970, such amendments
shall apply (A) only if an application for recomputation
by reason of such amendments is filed by such individual,
or any other individual, entitled to benefits under such title
IT on the basis of such wages and self-employment income,
and (B) only with respect to such benefits for months after
whichever of the following is later: December 1970 or the
twelfth month before the month in which such application
was filed. Recomputations of benefits as required to carry
out the provisions of this paragraph shall be made notwith-
standing the provisions of section 215 (f) (1) of the Social
Security Act; but no such recomputation shall be regarded

as a recomputation for purposes of section ‘215 (f) of such

Act.
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PARENT’S INSURANCE BENEFITS IN CASE OF RETIRED OR
DISABLED - WORKER
SEc. 13. (a) Paragraphs (1) -and (2) of seetion 202
(h) of the Social Security Act are amended to read as

follows:

“(1) Every parent (as defined in this subsection) of an
individual entitled to old-age or disability insurance benefits,
or of an individual who died a fully msured individual, if
such parent—

“(A) has attained age 62,

“(B) was receiving at least one-half of his sup-
port, as determined in accordance with regulations pre-
scribed by the Secretary, from such individual—

“(i) if such individual is entitled to old-age or
disability insurance benefits, at the time he became
entitled to such benefits,

“(ii) if such individual has died, at the time of
such death, or

“(iii) if such individual had a period of disa-
bility which continued until he became entitled to
old-age or disability insurance benefits, or (if he
had died) until the month of his death, at the
beginning of such period of disability,

and has filed proof of such support within two years
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after the month in which such individual filed applica-
tion with respect to such period of disability, became
entitled to such benefits, or died, as the case may be,

“(C) 1s not entitled to old-age or disability insur-
ance benefits, or is entitled to such benefits, each of
which is (i) less than 50 percent of the primary insur-
ance amount of such individual if such individual is en-
titled to old-age or disability insurance benefits, or (ii)
less than 824 percent of the primary insurance amount
of such individual if such individual is deceased, and if
the amount of the parent’s insurance benefit for such
month is determinable under paragraph (2) (A) (or 75
percent of such primary insurance amount in any other
case) ,

“(D) has not married since the time with respect
to which the Secretary determines, under subparagraph
(B) of this paragraph, that such parent was receiving at
least one-half of his support from such individual, and

“(E) has filed application for parent’s insurance
benefits,

shall be entitled to a parent’s insurance benefit for' each
month, beginning with the first month in which such parent
becomes so entitled to such parent’s insurance benefits and
ending with the month preceding the first month in which
any of the following occurs—

“(F) such parent dies or marries, or
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“(@) (i) if such individual is entitled to old-age or
disability insurance benefits, such parent becomes en-
titled to an old-age or disability insurance benefit based
on a primary insurance amount which is equal to or ex-
ceeds one-half of the primary insurance amount of such
individual, or (ii) if such individual has died, such par-
ent becomes entitled to an old-age or disability insur-
ance henefit which is equal to or exceeds 82 percent
of the primary insurance amount of such deceased in-
dividual if the amount of the parent’s insurance benefit
for such month is determinable under paragraph (2)
(A) (or 75 percent of such primary insurance amount
in any other case), or

“(H) such individual, if living, is not entitled to
disability insurance benefits and is not entitled to old-age
insurance benefits. |

“(2) (A) Except as provided in subparagraphs (B)

and (C), such parent’s insurance benefit for each month

shall be equal to—

(i) if the individual on the basis of whose wages
and self-employment income the parent is entitled to
such benefit has not died prior to the end of such month,
one-half of the primary insurance amount of such indi-
vidual for such mouth, or

“(ii) if such individual has died in or prior to such
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month, 824 percent of the primary insurance amount of

such deceased individual;

“(B) For any month for which more than one parent
Is entitled to parent’s insurance benefits on the basis of the
wages and self-employment income of an individual who died
n or prior to such month, such benefit for each such parent
for such month shall (except as provided in subparagraph
(C)) be equal to 75 percent of the primary insurance
amount of such deceased individual;

“(C) In any case in which—

“(i) any parent is entitled to a parent’s insurance
benefit for a month on the basis of the wages and self-
employment income of an individual who died in or
prior to such month, and

“(ii) another parent of such deceased individual
Is entitled to a parent’s insurance benefit for such month
on the basis of such wages and self-employment income,
and on the hasis of an application filed after such month
and after the month in which the application for the
parent’s insurance benefits referred to in clause (i)
was filed,

the amount of the parent’s insurance benefit of the parent
referred to in clause (i) for the month referred to in such
clause shall be determined under subparagraph (A) instead

of subparagraph (B) and the amount of the parent’s insur-
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ance benefit of the parent referred to in clause (11) for such
month shall be equal to 150 percent of the primary insurance
amount of such individual minus the amount (before the
application of section 203 (a) ) of the benefit for such month

»”

of the parent referred to in clause (i) .
(b) Section 202 (q) of such Act is amended by—

(1) inserting in paragraph (1) after “husband’s,”
the following: “parent’s,” and by striking out in such
paragraph (1) “or husband’s” and inserting in lieu
thereof *, husband’s, or parent’s”;

(2) inserting in paragraph (3) after “husband’s,”

b

wherever it appears the following: “parent’s,” and by

striking out in such paragraph (3) ‘“or husband’s”
wherever it appears and inserting in lieu thereof ‘“hus-
band’s, or parent’s”;

(3) inserting in paragraph (6) after “husband’s,”
wherever it appears the following: “parent’s,”; and by
striking out in such paragraph (6) ‘“‘or husband’s”
wherever it appears and inserting in lieu thereof “hus-
band’s, or parent’s”;

(4) inserting in paragraph (7) after “husband’s,”

’

the following: “parent’s,” and by striking out “or hus-

band’s” and inserting in lieu thereof “husband’s, or par-

INETIN

ent’s”; and



10
11
12
13

14
15
16
17
18
19
20
21
22
23
24

25

42

(5) adding at the end thereof the following new
paragraph:

“(10) For purposes of this subsection, ‘parent’s insur-
ance benefits’ means benefits payable under this section to a
parent on the basis of the wages and self-employment income
of an individual entitled to old-age insurance benefits or dis-
ability insurance benefits.”

(¢) Section 202 (r) of such Act is amended—

(1) by striking out “‘or Husband’s” in the heading
and inserting in lieu thereof, “Husband’s, or Parent’s”;
and

(2) by striking out “or husband’s” each time it ap-
pears in paragraphs (1) and (2) and inserting in lieu
thereof, “husband’s, or parent’s”.

(d) Section 203 (d) (1) of such Act is amended by
striking out “or child’s” wherever it appears and inserting
in lieu thereof “child’s, or parent’s” and by striking out “or
child” and inserting in lieu thereof “child, or parent”.

(e) Subparagraph (C) of section 202 (q) (7) of such
Act 1s amended—

(1) by striking out “wife’s or husband’s insurance
benefits” and inserting in lieu thereof “wife’s, husband’s,
or parent’s insurance benefits”, and

(2) by striking out “the spouse” and inserting in

lieu thereof “the individual’’.
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(f) Section 222 (b) (3) of such Act is amended—

(1) by striking out “husband’s, or child’s” wherever
it appears and inserting in lieu thereof “husband’s, par-
ent’s, or child’s”, and

(2) by striking out “husband, or child” and insert-
ing in lieu thereof “husband, parent, or child”.

(g) Where—

(1) one or more persons were entitled (without the
application of section 202 (j) (1) of the Social Security
Act) to monthly benefits under section 202 or 223 of
such Act for December 1970 on the basis of the wages
and self-employment income of an individual, and

(2) 6ne or more persons are entitled to monthly
benefits for January 1971 solely by reason of this section
on the basis of such wages and self-employment income,
and

(3) the total of benefits to which all persons are
entitled under such section 202 or 223 on the basis of
such wages and self-employment income for January
1971 is reduced by reason of section 203 (a) of such
Act, as amended by this Act (or would, but for the
penultimate sentence of such section 203 (a), be so re-
duced), then the amount of the benefit to which each
person referred to in paragraph (1) of the subsection is

entitled for months after December 1970 shall be in-
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creased, after the application of such section 203 (a), to

the amount it would have been if the person or persons

referred to in paragraph (2) were not entitled to a

benefit referred to in such paragraph (2).

(h) The amendments made by this section shall apply
only with respect to monthly insurance benefits payable un-
der section 202 of the Social Security Act for months after
December 1970 and only on the basis of an application filed
after September 30, 1970.

(i) The requirement in section 202 (h) (1) (B) of the
Social Security Act that proof of support be filed within two
years after a specified date in order to establish eligibility for
parent’s insurance benefits shall, insofar as such requirement
applies to cases where applications under such subsection are
filed by parents on the basis of the wages and self-employ-
ment income of an individual entitled to old-age or disability
insurance benefits, not apply if such proof of support is filed
within two years after the date of enactment of this Act.

INCREASED WIDOW’S AND WIDOWER’S INSURANCE

BENEFITS

SECc. 14. (a) Subsection (e) of section 202 of the
Social Security Act is amended as follows:

(1) Paragraphs (1) and (2) of such subsection are
amended by striking out “82% percent of’ wherever it

appears.
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(2) Paragraph (5) of such subsection is amended by
striking out “60” and inserting in lieu thereof “65”.

(b) Subsection (f) of sectiori 202 of such Act s
amended as follows:

(1) Paragraphs (1) and (3) of such subsection are
amended by striking out “82% percent of*-- wherever it
appears.

(2) Paragraph (6) of such subsection is amended by
striking out “62” and inserting in lieu thereof “65”.

(¢) (1) The last sentence of subsection (c) of section
9203 of such Act is amended by striking out all that follows
the semicolon and inserting in lieu thereof the following:
“nor shall any deduction be made under this subsection from
any widow’s insurance benefit for any month in which the
widow or surviving divorced wife is entitled and has not
attained age 65 (but only if she became so entitled prior to
attaining age 60), or from any widower’s insurance benefit
for any month in which the widower is entitled and has not
attained age 65 (but only if he became so entitled prior to
attaining age 62).”. _

(2) Subparagraph (D) of section 203 (f) (1) of such
Act is amended to read as follows:

“(D) for which such individual is entitled to

widow’s insurance benefits and has not attained age 65

(but only if she became so entitled prior to attalning age
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60) , or widower’s insurance benefits and has not attained

age 65 (but only if he became so entitled prior to attain-

ing age 62), or”.

(d) Subsection (q) of section 202 of such Act, as
amended by this Act, is further amended as follows:

(1) That part of paragraph (1) of such subsection
which precedes subparagraph (C) is amended to read as
follows :

“(q) (1) If the first month for which an individual is
entitled to an old-age, wife’s, husband’s, parent’s, widow’s,
or widower’s insurance benefit is a month before the month
i which such individual attains retirement age, the amount of
such benefit for each month shall, subject to the succeeding
paragraphs of this subsection, be reduced—

“(A) for each month of such entitlement within the
36-month period immediately preceding the month in
which such individual attains retirement age, by

“(1) five-ninths of 1 percent of such amount if
such benefit is an old-age insurance benefit, twenty-
five thirty-sixths of 1 percent of such amount if
such benefit is a wife’s, hushand’s, or parent’s insur-
ance benefit, or thirty-five seventy-seconds of 1 per-
cent of such amount if such benefit is a widow’s or
widower’s insurance benefit, multiplied by

13

(i1) the number of such months in (I) the
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reduction period for such benefit (determined
under paragraph (6) (A)), if such benefit is for
a month before the month in which such indi-
vidual attains retirement age, or (II) the adjusted
reduction period for such benefit (determined under
paragraph (7)), if such benefit is for the month
in which such individual attains retirement age or
for any month thereafter, and—

“(B) for each month of the 24-month period for
which a widow, or widower, is entitled to a widow’s or
widower’s insurance benefit immediately preceding the
month in which such individual attains age 62, the
amount of such individual’s widow’s or widower’s bene-
fit as reduced under subparagraph (A) shall be further
reduced by—

“(i) five-ninths of 1 percent of such reduced
benefit, multiplied hy

“’(ii) the number of such months in (I) the
reduction period for such benefit, if such benefit is
for a month before the month in which such indi-
vidual attains age 62, or (II) the adjusted reduc-
tion period for such benefit (determined under para-
graph (7)), if such benefit is for the month in
which such individual attains retirement age or for

any month thereafter.
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“A widow’s or widdwer’s insurance benefit reduced pur-
suant to the preceding sentence shall be further reduced
by—"".

(2) Paragraph (2) of such subsection is amended by
striking out “paragraphs (1) and (4)” and inserting in lieu
thereof “‘paragraphs (1), (3), and (4)”.

(3) Paragraph (3) of such subsection is amended by—

(A) striking out subparagraph (F), and

(B) redesignating subparagraph (G) as subpara-
graph (F), striking out of such subparagraph “(when
such first month occurs before the month in which such
individual attains the age of 62)”, and striking out
“age 62” and inserting in lieu thereof “age 65”.

(4) Paragraph (9) of such subsection is amended to
read as follows:

“(9) For purposes of this subsection, the term ‘retire-
ment age’ means age 65.”.

(e) Subsection (r) of section 202 of such Act, as
amended by this Act, is further amended as follows:

(1) by striking out “Husband’s, or Parent’s” in
the heading and inserting in lieu thereof ‘‘Husband’s,
Parent’s, Widow’s, or Widower’s”; and

(2) by striking out “husband’s, or parent’s” each
time it appears in paragraphs (1) and (2) and insert-
ing in lien thereof “husband’s, parent’s, widow’s, or

widower’s.”.
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(f) In the case of an individual who is entitled (with-
out the application of section 202 (j) (1) and 223 (b)) to
widow’s or widower’s insurance benefits for the month of
December 1970, if such individual’s entitlement to such
benefits began with a month after the month he attained
age 62, the Secretary shall redetermine the amount of such
benefits under the provisions of this section as if these pro-
visions had been in effect for the first month of such indi-
vidual’s entitlement to such benefits.

(g) The amendments made by this section shall be
effective for monthly benefits for months after December

1970.



“wswan . H. R. 14080
A BILL

To amend the Social Security Act to provide
an increase in benefits under the old-age,
survivors, and disability insurance program,
provide for automatic benefit increases there-
after in the event of future increases in the
cost of living, provide for future automatic
increases in the earnings and contribution
base, and for other purposes.-

By Mr. Gerarp R. Forp

SEPTEMBER 30, 1969
Referred to the Committee on Ways and Means



SOCIAL SECURITY ADMINISTRATION

September 26, 1969

Number 92

PRESIDENT'S SOCIAL SECURITY PROPOSALS

To Administrative, Supervisory,
and Technical Employees

On Thursday, September 25, the President sent to the Congress his
recommendations for social security legislation. The recommenda-
tions include a 10-percent across-the-board increase in social
security cash benefits; a provision for automatic benefit adjustments
to take account of future increases in the cost of living; an increase
in the exempt amount under the retirement test from $1680 to $1800,
Wwith a corresponding increase in the monthly measure of retirement,
a provision for $1-for-$2 withholding of benefits for all éarnings in
excess of $1800 rather than withholding $!1 for each $1 of earnings
above $2880, as under present law, and a provision for automatic
adjustment of the test to future earnings levels; and an increase in
the contribution and benefit base from $7800 to $9000 with provision
for subsequent automatic increases to take account of future earnings
levels.

Also included are provisions for an increase trom 82 1/2 percent to
100 percent of the husband's benefit for a widow who begins receiving
her benefits at age 65 or later, with'the benefit amount graded down
to 82 1/2 percent for a widow who takes benefits at age 62; non-
contributory earnings credits of $100 a month for military service
from January 1957 through December 1967; benefits for the aged
parents of retired and disabled workers; childhood disability benefits
for people who become disabled after age 18 and prior to age 22; and
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determination of insured status and benefit amounts for men on the
same basis as present law provides for women--that is, over a
period equal to the number of years up to age 62 rather than age 65.

The bill provides for changes in the contribution rate schedules for
both cash benefits and for hospital insurance. The contribution rate
for cash benefits, now scheduled to rise to 5.0 percent, each, for
employees and employers for 1973 and after, would not go to 5.0 per-
cent until 1987. The delay in the scheduled increases in the rates for
cash benefits will prevent unnecessary, sizeable increases in the

cash benefit trust funds. The contribution rates for hospital insurance
would rise from 0. 6 percent, each, for employees and employers, to
0.9 percent for 1971 and after, rather than for 1987 and after, as under
present law.

As a result of the delay in rate increases for cash benefits and the
speeding up of the rate increases for hospital insurance, the combined
rates for cash benefits and for hospital insurance would rise from

4. 8 percent for employees and employers, each, in 1970 to an ultimate
rate of 5.9 percent, each, for 1987 and after. The revisions in the
contribution rate schedules will mean that the combined rates will

be lower for 1971 through 1976 than under present law and the same

as present law for 1977 and after. In effect, there will be a temporary
decrease in the rates for cash benefits from those now scheduled in
the law.

Enclosed is a copy of a memorandum from the Chief Actuary which
summarizes new cost estimates for the program which have just been
prepared and describes their relationship to the President's proposals.

Also enclosed is a copy of the President's message. The President

states in his message that he looks upon his proposals as forerunners
of recommendations for further improvements in the social security

program.
4// all’

Robert M. Ball
Commissioner

Enclosures



FOR RELEASE ON DELIVERY TO THE SENATE September 25, 1969
OR THE HOUSE OF REPRESENTATIVES

Office of the White House Press Secretary

THE WHITE HOUSE

MESSAGE ON SOCIAL SECURITY
TO THE CONGRESS OF THE UNITED STATES:

This nation must not break faith with those Americans who have s
right to expect that Social Security peyments will protect them and their
feamilies.

The impact of an inflation now in its fourth year has undermined
the value of every Social Security check and requires that we once asgain
increase the benefits to help those emong the most severely victimized
by the rising cost of living.

I request that the Congress remedy the real losses to those who now
receive Socigl Security benefits by increasing psyments by 10 per cent.

Beyond that step to set right today's inequity, I propose that the
Congress make certain once and for all that the retired, the disabled and
the dependent never again bear the brunt of inflation. The way to prevent
future unfairness is to attach the benefit schedule to the cost §i living.

This will instill new security in Social Security. This will provide

peace of mind to those concerned with their retirement years, and to their
dependents.,

By acting to raise benefits now to meet the rise in the cost of living,
we keep faith with today's recipients. By acting to make future benefit
raises automatic with rises in the cost of living, we remove questions about
future years; we do much to remove this system from biennial politics; and
we make fair treatment of beneficiaries & matter of certainty rather then a
matter of hope.

In the 34 years since the Social Security program was first established,
it has become a central part of life for & growing number of Americans.
Today approximately 25 million people are receiving cash payments from this
source. Three-quarters of these are older Americans; the Social Security
check generally represents the greater part of total income. Millions of

younger people receive benefits under the disability or survivor provisions
of Social Security.

more
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Almost all Americans have a stake in the soundness of the Social
Security system. Some 92 million workers are contributing to Social
Security this year. About 80 per cent of Americans of working age are
protected by disability insurance and 95 per cent of children and mothers
have survivorship insurance protection. Because the Social Security
program is an essential part of life for so many Americans, we must
continually re-examine the program and be prepared to make improvements.

Aiding in this Administration's review and evaluation is the
Advisory Council on Social Security which the Secretary of Health,
Education and Welfare appointed in May. For example, I will look to
this Council for recommendations in regard to working women; changing
work patterns and the increased contributions of working women to the
system may meke present law unfair to them. The recommendstions of
this Council and of other advisers, both within the Government and out-
side of it, will be important to our planning. As I indicated in my
message to the Congress on April 1l, improvement in the Social Security
program is a major objective of this Administration.

There are certain changes in the Social Security progrem, however,
for which the need is so clear that they should be made without awaiting
the findings of the Advisory Council. The purpose of this message is to
recommend such changes.

I propose an across-the=board increasse of lO% in Social Securlty
beneflts, effective with checks mailed 1n April 1970, to meke up for
increases 1n the cost of living.

I propose that future benefits in the Social Security system be
automatlcally adjusted to account for increases 1n the cost of 11v1ng.

I propose an increase from $1680 to $1800 in the amount
beneficiaries can earn annually without reduction of their benefits,
effective January l 1971.

I propose to eliminate the one-dollar-for-one-dollar reduction
in benefits for income earned in excess of $2000 a year and replace it
Ez a one dollar reduction in benefits for every two dollars earned, which
now applies at earnings levels between $1680 and $2880, also effective
January 1, 1971,

I propose to increase the contribution and benefit base from $7800
to $9000 beginning in 1972, to strengthen the system, to help keep
future benefits to the individuasl related to the growth of his wages, and
to meet part of the cost of the improved progrem. From then on, the base
will automatlcally be adjusted to reflect wage increases.

I propose & series of additional reforms to ensure more equitable
treatment for widows, recipients above age 12, “veterans, for persons
disabled in childhood and for the dependent parénts of disabled and
retired workers.

more
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I emphasize that the suggested changes are only first steps, and
thet further recommendstions will come from our review process.

The Social Security system needs adjustment now so it will better
serve people receiving benefits today, and those corrections are rec-
ommended in this message. The system is also in need of long-range
reform, to meke it better serve those who contribute now for benefits
in future years, and that will be the subject of later recommendations.

THE BENEFIT INCREASE

With the increase of 10%, the average femily benefit for an aged
couple, both receiving benefits, would rise from $170 to $188 a month.
Further indication of the impact of & 10 per cent increase on monthly
benefits can be seen in the following table:

Present New Present New
Minimum Minimum Maximum Maximum

Single Person
(A man retiring at $55.00 $61.00 $165.00 $181.50
age 65 in 1970)

Married Couple
(Husband retiring at $82.50 $91.50 $247.50 $272.30
age 65 in 1970)

The proposed benefit increases will raise the income of more than
25 million persons who will be on the Social Security rolls in April, 1970.
Total budget outlays for the first full calendar year in which the increase
is effective will be approximately $3 billion.

AUTOMATIC ADJUSTMENTS

Benefits will be adjusted automatically to reflect increases in the
cost of living. The uncertainty of adjustment under present laws and the
deley often encountered when the needs are already apparent is unnecessarily ‘
harsh to those who must depend on Social Security benefits to live.

Benefits that automatically increase with rising living costs can
be funded without increasing Social Security tax retes so long as the
amount of earnings subject to tax reflects the rising level of wages.
Therefore, I propose that the wage base be automstically adjusted so
that it corresponds to increases in earnings levels.

These automstic adjustments are interrelated and should be enacted
as a package. Taken together they will depoliticize, to & certain extent,
the Social Security system and give a greater stability to what has become
a cornerstone of our society's social insurance system.

more



REFORMING THE SYSTEM

I propose a series of reforms in present Social Security law to
achieve new standards of fairness. These would provide:

1. An increase in benefits to a widow who begins receiving her
benefit at age 65 or later. The benefit would increase the current 82-1/2%
of her husband's benefit to a full 100%. This increased benefit to widows
would fulfill a pledge I made & year ago. It would provide an average
increase of $17 a month to almost three million widows. -0

2. Non-contributory earnings credits of about $100 a month for
military service from January, 1957 to Deceﬁfér, 1967. During that
period, individuals in military service were covered under Social
Security but credit was not then given for "wages in kind" -- room and
board, etc. A law passed in 1967 corrected this for the future, but the
men who served from 1957 (when coverage began for servicemen) to 1967
should not be overlooked.

3. Benefits for the aged parents of retired and dissbled workers.
Under present law, benefits are payable only to the dependent parents
of a worker who has died; we would extend this to parents of workers
who are disabled or who retire.

k. Child's insurance benefits for life if a child becomes
permanently disabled before age 22. ~Under present law, & person must
have become disabled before age 18 to qualify for these benefits. The
proposal would be consistent with the payment of child's benefit to
age 22 so long as the child is in school.

5. Benefits in full paid to persons over T2, regardless of the
amount of his earnings in the year he attains that age. Under present
law, he is bound by often confusing tests which may limit his exemption.

6. A fairer means of determining benefits payable on a man's
earnings record. At present, men who retire at age 62 must compute
their average earnings through three years of no earnings up to
age 65, thus lowering the retirement benefit excessively. Under this
proposal, only the years up to asge 62 would be counted, just as is now
done for women, and three higher-earning years could be substituted
for low-earning years.

CHANGES IN THE RETIREMENT TEST

A feature of the present Social Security lew that has drswn much
criticism is the so-called "retirement test," a provision which limits
the amount that & beneficiary cen earn and still receive full benefits.

more



p)

I have been much concerned about this provision, particularly about its
effects on incentives to work. The present retirement test actually
penalizes Social Security beneficiaries for doing additional work or
teking a job at higher pay. This is wrong.

In my view, many older people should be encouraged to work. Not
only are they provided with added income, but the country retains the
benefit of their skills and wisdom; they, in turn, have the feeling of
usefulness and participation which employment can provide.

This is why I am recommending changes in the retirement test.
Raising the smount of money a person can earn in a year without
affecting his Social Security peyments =-- from the present $1680 to
$1800 == is an important first step. But under the approach used in
the present retirement test, people who earned more than the exempt
emount of $1680, plus $1200, would continue to have $1 in Social
Security benefits withheld for every $1 they received in earnings.

A necessary second step is to eliminate from present law the requirement
thaet when earnings reach $1200 above the exempt amount, Social Security
benefits will be reduced by a full dollar for every dollar of added
earnings until all his benefits are withheld; in effect, we impose a
tax of more than 100% on these earnings.

To avoid this, I would eliminate this $1 reduction for each $1
earned and replace it with the same $1 reduction for each $2 earned
above $3000. This change will reduce a disincentive to increased
employment that arises under the retirement test in its present form.

The smount a retired person can earn and still receive his benefits
should also increase automatically with the earnings level. It is sound
policy to keep the exempt smount related to changes in the general level
of earnings.

These alterations in the retirement test would result in added
benefit payments of some $300 million in the first full calendar year.
Approximately one million people would receive this money -~ some who
are now receiving no benefits at all and some who now receive benefits
but who would get more under this new arrangement. These suggestions
are not by any means the solution to all the problems of the retirement
test, however, and I am asking the Advisory Council on Social Security
to give particular attention to this matter.

CONTRIBUTION AND BENEFIT BASE

The contribution and benefit base -= the annual earnings on which
Social Security contributions are paid and that can be counted toward
Social Security benefits =- has been increased several times since the
Social Security progrem began. The further increase I am recommending ==
from its present level of $7800 to $9000 beginning January 1, 1972 == will

more
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produce approximately the same relationship between the base and general
earnings levels as that of the early 1950s. This is importent since the
goal of Social Security is the replacement, in part, of lost earnings;

if the base on which contributions and benefits are figured does not

rise with earnings increases, then the benefits deteriorate. The future
benefit increases that will result from the higher base I am recommending
today would help to prevent such deterioration. These increases would,
of course, be in addition to those which result from the 10% across=the=
board increase in benefits that is intended to bring them into line with
the cost of living.

FINANCING

I recommend an acceleration of the tax rate scheduled for hospital
insurance to bring the hospital insurance trust fund into actuarial balance.
I also propose to decelerate the rate schedule of the old-age, survivors
and disability insurance trust funds in current law. These funds taken
together have a long-range surplus of income over outgo, which will meet
much of the cost. The combined rate, known as the "social security
contribution," already scheduled by statute, will be decreased from
1971 through 1976. Thus, in 1971 the currently scheduled rate of 5.2%
to be paid by employees would become 5.1%, and in 1973 the currently
scheduled rate of 5.65% would become 5.1%. The actuarial integrity of
the two funds will be maintained, and the ultimate tex rates will not
be changed in the rate schedules which will be proposed.

The voluntary supplementary medical insurance (SMI) of title XVIII
of the Social Security Act, often referred to as part B Medicare coverage,
is not adequately financed with the current $4 premium. Our preliminary
studies indicate that there will have to be a substantial increase in the
premium. The Secretary of Health, Education and Welfare will set the
premium rate in December for the fiscal year beginning July 1970, as
he 1s required to do by statute.

To meet the rising costs of health care in the United States, this
Administration will soon forward a Health Cost Control proposal to the
Congress. Other administrative measures are already being taken to hold
down spiraling medical expenses.

In the coming months, this Administration will give careful study
to ways in which we can further improve the Social Security progrem. The
program is an established and important American institution, a foundation
on which millions are able to build a more comfortsble 1ife than would
otherwise be possible -- after their retirement or in the event of
disabllity or death of the family earner.

more
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The recommendations I propose today, which I urge the Congress
to adopt, will move the cause of Social Security forward on a broad
front.

We will bring benefit payments up to date.

We will meke sure that benefit payments stay up to date, automatically
tied to the cost of living.

We will begin meking basic reforms in the system to remove inequities
and bring a new standerd of fairness in the treatment of all Americans
in the system.

And we will lay the groundwork for further study and improvement

of a system that has served the country well and must serve future
generations more fairly and more responsively.

RICHARD NIXON

THE WHITE HOUSE.

September 25, 1969.

## T






WOM

JBJECT:

OFTIONAL FORM NO. 10
MAY 1962 EDITION
asA Femn (11 cPm) 101-11.8

UNITED STATES GOVFRNMENT

Memorandum

Mr. Robert M. Ball DATE: September 25, 1969
Commissioner of Social Security

Robert J. Myers
Chief Actuary

Summary Results of New Cost Estimates for Present OASDI and HI
Systems and for President's Proposal

This memorandum will summarize the results of the new cost
estimates for the 0ld-Age, Survivors, and Disability Insurance
system that have just row becn completed. At the same time,
it is essential that the current actuarial situation of the
Hospital Insurance system should be considered simultaneously.
Although the revision of the HI cost estimates has not yet
been completed, preliminary estimates have been made, and
these should be close to the final results that will be pro-
duced subsequently. Information will also be presented as to
the cost aspects of the proposal just made by President Nixon.

It will be recalled that the cost estimates for the OASDI system
which were contained in the 1969 Trustees Report showed a
positive long-range actuarial balance (i.e., a financial surplhs)
of 0.53% of taxable payroll. The new cost estimates show thet
this positive balance is increased to 1.16% of taxable payroll.
The principal reasons for this change, and the amount that each
contributes to the increasc of 0.63% of taxable payroll in the
financial surplus, are as follows:

(1) The use of a higher earnings-level assumption

(namely, 1969 earnings as against 1968 earnings)--.22%
of taxable payroll.

(2) The use of a higher interest-rate assumption
(namely, 4 3/4% as against 4%%)--.11% of taxable
payroll.

(3) The use of higher labor-force participation rates
for both men and women (based on recent actual
experience), which, because of the weighted benefit
formula and the provision preventing, in essence,

Buy U.S. Savings Bonds Regularly on the Payroll Savings Plan



(4)

receipt of benefits on more than one earnings
record, results in a greater increase in estimated
income than in estimated outgo--.23% of taxable
paytoll.

Updcte of other factors--.07% of taxable payroll.

Now, turning to the cost estimates for the HI system, it will
be recalled that the estimates contained in the 1969 Trustees
Report showed a negative long-range actuarial balance (i.e.,
a financial deficit) of 0.29% of taxable payroll. The pre-
liminary new cost estimates show that this negative balance
has become larger--namely, -0.77% of taxable payroll. The
principal reasons for this ckange are as follows:

(1)

The use of higher hospital utilization rates as

the initial 1969 base and the introduction of an
assumption that these rates will increase gradually
over the next decade (at an averag: annual rate of
about 1%), both of which assumptions are based on

an extensive analysis of recent operating experience.

The use of higher assumed increases in hospital

pPer diem costs than previously assumed (namely,

15% for 1969, 14% for 1970, 13% for 1971, grading
down to 4% after 1977, as compared with the previous
assumption of 12% for 1969, 9% for 1970, 7%% for
1971, grading down to 3%% after 1974), which
assumption is based on analysis and projection of
recent operating and other experience.

Offsetting slightly the foregoing increased-cost assumptions for
the HI cost estimates are several other changed assumptions,
including the following:

(1)

(2)

The use of a higher interest rate (namely, 5% as
against 4%%).

A reduction in the estimated cost of the extended
care facility benefits (since the previous estimate
seems to have included the assumption of too rapid
an increase in the utilization of such benefits).



(3) As in the OASDI estimates, higher labor-force
participation rates and a higher initial payroll-
tax base and higher assumed increases in future
earnings levels (e.g., ultimately, 4% per year as
against the 3% used previously).

Finally, I might point out that an increase in the taxable
earnings basc from the present $7,800 per year would have a
favorable effect on the financing of both the OASDI and HI
systems. For example, a change to $9,000 would increase the
positive actuarial balance of the OASDI system by 0.23% of
taxable payroll and would decrease the negative actuarial
balance of the HI system by 0.17% of taxable payroll.

President Nixon has proposed that the benefit provisions of
the OASDI system should be changed in the following manner:

(1) An across-the-board benefit increase of 10%.

(2) A modification of the retirement test, so that
the annual exempt amount would be increased from
$1,680 to $1,800, and the "$1 for $2" reduction
would apply to all earnings in excess of the
annual excmpt amount (instead of only to the first
$1,200 above the annual exempt amount, as in
present law).

(3) Payment of depcndent parent's benefits with respect
to old-age bencficiaries and disability beneficiaries.

(4) Increase from age 18 to age 22 the limit before
which adult children must have been disabled in order
to receive child's benefits.

(5) Modify the retirement test as it applies to the year
of attainment of age 72, so that earnings in and
after the month of attainment are not counted against
the annual test (the amount for which is prorated

according to thc number of months before the month
of attainment).



(6) Have an age-62 computation point for men, instead
of age-65 (i.e., having the same point for men
~ that women have under present law).

(7) Pay widow's benefits of 100% of the PIA when first
payable at or after age 65, graded down to 82%%
when first claimed at age 62.

(8) Increase in the taxable earnings base from $7,800
to $9,000, effective for 1972 and after: for 1974
and after, automatic adjustment of the earnings
base in accordance with changes in the level of
wages in covered employment,

(9) Automatic adjustment of the OASDI benefits in
accordance with changes in the cost of living and,
beginning in 1974, automatic adjustment of the
annual exempt amount of the retirement test in accordance
with changes in the level of wages in covered employ-
ment; insofar as the OASDI system is corcerned, the
cost of these bencfit changes would be financed by
the automatic adjustment of the earnings base, while
insofar as the HI system is concerned, the additional
financing due to the automatic adjustment of the
earnings base would have a significant effect on its
actuarial status.

(10)Changes in the contribution schedules, as shown
in Table 1.

Under the President's proposal, the long-range actuarial balance
of the OASDI system is estimated to be -0.09% of taxable payroll,
while the corresponding figure for the HI program is 40.06% of
taxable payroll. Both of these relatively small balances are
within the limits generally acceptable, and so the proposal is
in actuarial balance.

Table 2 shows the progress of the combined OASI and DI Trust
Funds and of the HI Trust Fund for FY 1970-73 under present 1law.
Table 3 gives similar data for the President's proposal.

WJ-—MM

Robert J. Myers

Attachments



Table 1

COMPARISON OF PRESENT AND PROPOSED CONTRIBUTION SCHEDULES

Combined Employer-

Employee Self-Employed
Period Present Proposed Present Proposed
OASDI Rate
1970 8.4% 8.4% 6.3% 6.3%
1971-T2 9.2 8.4 6.9 6.3
1973-Th 10.0 8.4 7.0 6.3
1975-76 10.0 9.2 7.0 6.9
1977-79 10.0 9.6 7.0 7.0
1980-86 10.0 9.8 7.0 7.0
1987 and after 10.0 10.0 7.0 7.0
HI Rate
1970 1.2% 1.2% 6% 6%
1971-72 1.2 1.8 .6 .9
1973-Th 1.3 1.8 .65 .9
1975 1.3 1.8 T .9
1976-T9 1.k 1.8 T .9
1980-86 1.6 1.8 .8 .9
1987 and after 1.8 1.8 .9 .9
Combined OASDI-HI Rate

1970 9.6% 9.6% 6.9% 6.9%
1971~72 10.4 10.2 7.5 7.2
1973-Th 11.3 10.2 7.65 7.2
1975 11.3 11.0 7.65 7.8

1976 11.4 11.0 7.7 7.8
1977-79 11.L 11.4 T.7 7.9
1980-86 11.6 11.6 7.8 7.9
1987 and after 11.8 11.8 7.9 7.9



Table 2

ESTIMATED SHORT-RANGE PROGRESS OF TRUST FUNDS
UNDER PRESENT LAW
(in billions)

Fiscal Contribution Other Benefit Other Net Fund at
Year Income IncomeE/ Qutgo OutgoE/ Income End of Year
OASDI Trust Funds
1970 $33.4 $1.8 $27.3 $1.2 $6.8 $38.7
1971 36.3 2.3 28.4 1.2 8.9 47.6
1972 40.3 2.8 29.6 1.2 12.3 59.9
1973 43.9 3.5 30.7 1.3 15.4 5.3
HI Trust Fund
1970 .7 $.8 $5.2 $.1 $.2 $2.2
1971 4.9 1.0 6.2 .1 - .5 1.7
1972 5.2 .8 T.3 .1 -1.5 o2
1973 5.6 T 8.5 .1 -2.2 -

g/ Interest income, payments from General Fund for noninsured persons
and military service wage credits, and (for HI) payments from
Railroad Retirement system.

b/ Administrative expenses and (for OASDI) payments to Railroad
Retirement system.



Table 3

ESTIMATED SHORT-RANGE PROGRESS OF TRUST FUNDS UNDER PROPOSAL
(in billions)

Fiscal Contribution  Other Benefit  Other Net Fund at
Year Income Income& Outgo Outggh Income Lnd of Year

OASDI Trust Funds

1970 $33.4 $1.8 $28.1 $1.2 $6.0 $37.8
1971 34.7 2.1 32.2 1.3 3.h4 41.2
1972 37.0 2.3 33.9 1.4 4.0 45.3
1973 40.8 2.6 35.1 1.4 6.9 52.1
1970 $h.T $.8 $5.2 $.1 $.2 $2.2
1971 6.0 1.1 6.2 .1 T 2.9
1972 7.8 .9 7.3 .1 1.2 4,2
1973 8.6 1.0 8.5 .1 1.0 5.2

a/ Interest income, payments from General Fund for noninsured persons
and military service wage credits, and (for HI) payments from
Railroad Retirement system.

b/ Administrative expenses and (for OASDI) payments to Railroad
Retirement system.
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SOCIAL SECURITY ADMINISTRATION

Number 94 October 8, 1969

ADMINISTRATION'S SOCIAL SECURITY BILL
INTRODUCED IN CONGRESS

To Administrative, Supervisory,
and Technical Employees

On October 1, Representative Gerald R. Ford (R., Mich. ) introduced

a bill, H.R. 14080, which incorporates President Nixon's recommenda-
tions for social security legislation, including a benefit increase
effective for March 1970. Representative John W. Byrnes (R., Wis.).
ranking minority member on the House Ways and Means Committee,
introduced H. R. 14081, which is identical to H. R. 14080 except that

the benefit increase would be effective for January 1970. Enclosed is

a summary of the provisions of H. R. 14080. Also enclosed are tables
showing the effect of the 10-percent benefit inCrease on average monthly
family benefits, the progress of the cash benefit trust funds for calendar
years 1970-1973, and first-year benefit costs and number of people
affected under each provision.

Hearings on the bills by the Ways and Means Committee of the House
of Representatives will begin on October 15.

Robert M. Ball
Commissioner

Enclosures



Summary of the Social Security Amendments of 1969

Across~the-Board Benefit Increase

Under H.R. 14080, benefits would be increased across the board by
10 percent, with a minimum benefit of $61 instead of the present
$55. The maximum retirement benefit for a worker alone would be
increased from the present $218 to $250. Maximum family benefits
payable for the future would range from $91.50 to $480 a month
compared with the present range of $82.50 to $434.40, The general
benefit increase would be effective with benefits for March 1970,
payable in April.

The special payments for certain people age 72 and over who either
have not worked at all under social security or have not worked in
covered employment long enough to meet the regular insured status
requirements would also be increased by 10 percent-=from $40 for an
individual and $60 for a couple to $44 and $66, respectively.

An estimated 25.5 million beneficiaries in current payment status on
March 31, 1970, would get increased benefits. An additional 12,000
people age 72 and over who cannot get special payments under present
law could get such payments for March 1970. Additional payments in
the first 12 months would total $2.8 billion.

Automatic Adjustment of Benefits

The bill provides for automatic cost-of-living increases in social
security cash benefits. On or before December 1 of each year the
Secretary of Health, Education, and Welfare would determine whether

a cost=of=-living increase in benefits is required, and, if so, would
publish this fact in the Federal Register together with the percentage
increase and a revision of the benefit table showing the increased
benefit amounts paysble. All people on the benefit rolls and all
people who come on the benefit rolls in the future would get the
higher benefits.

The calculation of the increase in the cost of living would be
based on the Consumer Price Index prepared by the Department of
Iabor. Under the first such calculation, the monthly average of
the Consumer Price Index for the third calendar quarter of 1970
would be compared with the monthly average of the Consumer Price
Tndex for the third calendar quarter of 1969. If the monthly
average of the Consumer Price Index for the third calendar quarter
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of 1970 exceeded the monthly average of the Consumer Price Index
for the third calendar quarter of 1969 by at least 3 percent,
monthly benefits for people who are then, and who later become,
entitled to benefits would be increased, effective with benefits
for January 1971, by the percentage increase (rounded to the
nearest one-tenth of one percent) by which the Consumer Price
Index had increased. ILump-sum death payments would be increased
for deaths occurring after December 1970.

A similar calculation would be made in each subsequent calendar
year, with the monthly average of the Consumer Price Index for
the third quarter of that year being compared with the average
of the Consumer Price Index for the third quarter of the most
recent year that necessitated a cost-of-living increase.

Increase in Earnings Counted for Benefit and Contribution Purposes

The bill also would provide for an increase in the contribution and
benefit base--the amount of annual earnings that is subject to social
security contributions and creditable toward social security benefits.
The base would be increased from the present $7800 to $9000, effective
on January 1, 1972,

In addition, the contribution and benefit base would be automatically
adjusted to future increases in average wage levels beginning with
197T4. On or before October 1 of 1972, and of each even-numbered year
thereafter, the Secretary of Health, Education, and Welfare would
determine, and publish in the Federal Register, the contribution and
benefit base for the two calendar years beginning January 1 of the
next even-numbered year. The base for a particular year is to be

the product of $9000 and the ratio of (A) the average covered wages
of all persons for whom taxable wages were reported for the first
calendar quarter of the year in which the determination is being

made to (B) the average covered wages of all persons for whom

taxable wages were reported for the first calendar quarter of 1971.
That product, if not a multiple of $600, is to be rounded to the
nearest multiple of $600.

Retirement Test Changes

For earnings sbove the retirement test exempt amount, which would
be raised to $1800, the bill would replace the present provisions
(a $1 reduction in benefits for each $2 of earnings between $1680
and $2880, and a dollar-for-dollar reduction for earnings above

$2880) with a provision for reduction in benefits of $1 (for each



$2 of all earnings in excess of the $1800 exempt amount. (The
- present $lh0 monthly earnings test would be increased to $150 so
it would continue to be 1/12th of the annual exempt amount.)

The bill provides for automatic upward adjustment of the annual
exempt amount (and the monthly test) in relation to future increases
in earnings levels.

The bill also provides that in the year a beneficiary reaches age T2
earnings beginning with the month in which he reaches age T2 would no
longer be included in computing the amount of his annual earnings to
determine whether any benefits are to be withheld for months before
he reached age T2.

The changes in the retirement test would become effective generally
on January 1, 1971.

Under these changes in the retirement test, about $330 million in
additional benefits would be paid for months in 1971. About

1.1 million people would get these additional payments. Of this
number, some 300,000 people could not, under present law, get any
benefits for months in 1971.

Age-62 Computation Point for Men

Under the bill, the number of years over which a man's average
monthly earnings (on which his benefits are based) and his
eligibility for benefits are determined will be figured up to
age 62 (as it now is for women), rather than up to age 65 as
under present law. Thus up to three more years of low earnings
would be omitted from the computation of his retirement benefit.
As a result, the treatment of men and women workers under the
benefit provisions would be the same, and the retirement benefits
payable to men, the benefits payable to their wives, and the
benefits payable to survivors of men who live beyond age 62 would
generally be 1lncreased.

The change is effective with benefits for January 1971, and will be
applicable both to people already on the benefit rolls and to those
who will come on in the future. About 5 million people--workers,
dependents, and survivors=--in current-payment status at the end of
January 1971 would have their benefits increased because of the
change in computing the average monthly wage. In addition, about
100,000 people-=75,000 men age 62 and over and 25,000 dependents--
would become newly eligible for benefits because of the liberalized
insured-status requirement for men age 62 and over. Additional
benefit payments in the first 12 months are estimated at $380 million.



Increase in Widow's Insurance Benefits

Under the bill, benefits for widows (and widowers ) who came on the
benefit rolls after age 62, and those who come on in the future after
that age, would be increased. For a widow or widower becoming
entitled to benefits at or after age 65, the benefit would be equal
to 100 percent of the amount of the spouse's benefit at age 65, rather
than 82 1/2 percent as under present law. For widows and widowers
coming on the rolls between ages 62 and 65, benefit amounts would
range from the 82 1/2 percent payable at age 62 (under present law
and under the bill) to the 100 percent payable at age 65 under the
bill. For example, the benefit amount for a widow becoming entitled
to widow's benefits at age 63 would be 88 1/3 percent of her husband's
age=-65 benefit; for a widow becoming entitled at age 64, the amount
would be equal to 94 1/6 percent of her husband's benefit. The
increase in widow's and widower's benefits would become effective
with benefits payable for January 1971.

An estimated 2.7 million widows and widowers would have their
benefits increased; on the gverage, the increase would amount to
$17. Additional benefit payments under this provision in the
first 12 months are estimated at $580 million.

Parents' Insurance Benefits

The bill would provide for the payment of benefits to aged dependent
parents of retired and dissbled workers, effective for January 1971.
Such benefits are now provided for dependent parents of deceased
workers. The benefits for the dependent parent of a retired or
disebled individual would be equal to 50 percent of that individual's
benefit, except that it would be actuarially reduced if taken before
age 65. The benefit for a parent of a deceased worker would continue
as in present law to be 82 1/2 percent of the worker's benefit if
there is one parent and 75 percent each if there are two.

An estimated 25,000 people would be immediately eligible for benefits
under the provision, and additional benefit payments in the first 12
months would be $20 million.

Child's Insurance Benefits Based on Disability

Under the bill, childhood disability benefits would be provided for

a son or daughter of an insured deceased, disabled, or retired worker
if the son or daughter became totally disabled after age 18 and
before reaching age 22, and continues to be totally disabled. Under
present law, a person must have been totally disabled since before
age 18 to qualify for childhood disability benefits. This change
would be applicable to monthly benefits effective for January 19T71.

An estimated 13,000 people would become immediately eligible for
benefits; additional benefit payments in the first 12 months would
be $10 million.



Wage Credits for Members of the Uniformed Services

The bill would provide noncontributory earnings credits of $300 for
each calendar quarter of military service after December 1956 and
before January 1968. These credits, designed to give social security
credit for wages=-in=kind received by servicemen, would supplement
credit for military service basic pay, which has been subject to
contributory social security coverage since January 1, 1957. Present
law provides similar noncontributory wage credits for military service
after 1967 and $160-a-month noncontributory wage credit for service
from September 1940 through December 1956. The new wage credits,
like the previously provided noncontributory wage credits, would be
financed from general revenues. The new credits would be used in
computing monthly benefits for months after December 1970 and
lump-sum death payments in the case of deaths after 1970.

As a result of this provision, about 150,000 beneficiaries on the
rolls in January 1971 will have their benefits increased; an
estimated $3O million in additional benefit payments would be paid
in the first 12 months of operation.

Financing

Under the most recent of the periodic actuarial reevaluations of
the cash benefits part of the social security program, income over
the long-range future is expected to exceed outgo by 1.16 percent
of taxable payroll. The excess of income over outgo, as shown in
the last preceding evaluation, was 0.53 percent of taxable payroll.
The larger excess expected under the most recent estimates results
from teking into account 1969 (as against 1968) earnings levels,
the higher interest rates now being earned by the trust funds, and
increased labor-force participation of both men and women.

Preliminary results of the latest reevaluation of the hospital
insurance program indicate that the income of the program over

the long range will be less than outgo by O.T7 percent of taxable
payroll.

A large part of the cost of the proposed improvements in the cash
benefits program will be covered by the long=-range excess of income
over outgo in that part of the social security program. The proposed
increase in the contribution and benefit base to $9000 will also help
to meet part of the cost of the improvements, since income from the
increase in the base will exceed the cost of the additional benefits
that will be paid on earnings above the present $7800 ceiling.

Automatic increases in the contribution and benefit base in line
with increases in wage levels will provide additional income
sufficient to meet fully the cost of the additional benefit pay=-
ments that will result from sutomatic adjustment of benefits in
line with increases in the cost of living and from automatic
adjustment of the retirement test.



The bill would increase the percentage of taxable wages appropriated
to the disability insurance trust fund (now 0.95 of one percent of
payroll) to 1.05 percent, and would increase the percentage of income
from self-employment appropriated to the disability insurance trust
fund (now 0.7125 of one percent) to 0.7875 of one percent, effective
for 1970. The increase in the allocation of contribution income to
the disability insurance trust fund is needed to meet the cost to
that trust fund of the 10-percent benefit increase.

In sumary, the cash benefits part of the social security program,
with the recommended improvements, will be adequately financed; and,
in fact, the rate increases scheduled in present law for the cash
benefits part of the program can be put into effect considerably
later than scheduled in present law.

The contribution rate for cash benefits, now scheduled to rise to

> percent each for employees and employers in 1973 and thereafter,
would not reach 5 percent under the bill until 1987. The delay in
the scheduled increases in the contribution rate for cash.benefits
will prevent unnecessary, large-scale increases in the cash benefits
trust funds. Under the bill, the actuarial balance of the cash
benefits program would be =0.09 percent of taxable payroll,

The contribution rates for hospital insurance would rise under the
bill from 0.6 percent each for employees and employers to 0.9 percent
each in 1971 and thereafter, as against rising to the 0.9 level in
1987 and thereafter as under Present law. The revision in the
contribution rates scheduled for hospital insurance and the increases
in the contribution and benefit base to $9000 in 1972, with automatic
adjustment thereafter, will leave the hospital insurance trust fund
with an actuarial balance of 0.06 percent of payroll under the bill,
as against a minus balance of 0.77 percent under present law.

Under the proposed revisions in the contribution rate schedules, the
employee and employer contribution rates for cash benefits plus
hospital insurance will be lower than in present law for 1971 through
1976 and will be the same as in present law for 197T and thereafter.



The contribution rate schedules under present law and the bill are
ghown in the following table.

Contribution Rates for Euployees and Pmployers, Each,
under Present Laew and under Proposal

Present Law Proposal
Cash Hospital Cash Hospital

Year Benefits Insurance Total Benefits Insurance Total
1970 4.20% 0.60% 4.80% 4.20% 0.60% 4.80%
197172 k4.60 0.60 5.20 4.20 0.90 5.10

1973«T4 5.00 0.65 5.65 4.20 0.90 5.10

1975 5.00 0.65 5.65 4.60 0.90 5.50

1976 5.00 0.70 5.70 L.60 0.90 5.50

19TT=79 5.00 0.70 5.70 4.80 0.90 5.70

1980-86  5.00 0.80 5.80 k.90 0.90 5.80

1987 and 5.00 0.90 5.90 5.00 0.90 5.90

after

Contribution Rates for the Self-Employed
under Present Law and under Proposal
Present Law Proposal
Cash Hospital Cash Hospital

Year Benefits  Insurance Total Benefits Insurance Total
1970 6.30% 0.60% 6.90% 6.30% 0.60% 6.90%
1971-T2  6.90 0.60 7.50 6.30 0.90 7.20

1973-Th  T7.00 0.65 T.65 6.30 0.90 7.20

1975 7.00 0.65 T.65 6.90 0.90 7.80

1976 7.00 0.70 7.70 6.90 0.90 7.80

1977=79 T.00 0.70 T.70 7.00 0.90 T.90

1980-86  T.00 0.80 7.80 7.00 0.90 T7.90

1987 and T7.00 0.90 7.90 T.00 0.90 T.90

after






Attachment A
OLD-AGE, SURVIVORS, AND DISABILITY INSURANCE

Administration Proposal--H.R. 14080

Estimated effect of the 10-percent benefit increase on monthly benefits
in current-payment status, March 31, 1970

Monthly amount under...

Category
Present Proposed
law benefit increase
Monthly rate in currént—payment status for
all OASDI beneficiaries (in millions)...... $2,180 $2,410

Selected average monthly amounts
1. Average monthly family benefits:

Retired worker alone (no dependents

receiving benefits)eeeeeeeeeesceeonnns $ 97 $107
Retired worker and aged wife, both

receiving benefitseceeeeesceceececcans 170 188
Disabled worker alone (no dependents

receiving benefits)eeeeseoeeeececnenns 111 122
Disabled worker, wife, and 1 or more

Children.cveeeeseeeeeeseoonssscesnnces 237 261
Aged widow alone 1/i.eeeeivieeenennnnns 88 97
Widowed mother and 2 children.......... 25k 280

2. Average monthly individual benefits:

A1l retired workers (with or without
dependents also receiving benefits)... 101 111

A1l disabled workers (with or without
dependents also receiving benefits)... 113 124

l/ Excludes widows entitled to disabled widow's benefits.

Office of the Actuary--Baltimore
October 1, 1969



Attachment B

OLD-AGE, SURVIVORS, AND DISABILITY INSURANCE

Administration Proposal--H.R. 14080

Progress of the OASI and DI trust funds, combined,
under present law and under the system as modified

by the Administration proposal,

calendar years 1970-73
(In billions)

Income Outgo
Calendar
year
Present law Proposal Present law | Proposal }/
1970 $35.8 $35.8 $29.0 $31.1
1971 41.0 37.7 30.2 3h. b
1972 L. 0 41.6 31.k4 35.9
1973 50.0 L, L 32.5 37.2
Net increase in funds Assets, end of year
Calendar
year Present law Proposal Present law Proposal
1970 $6.8 $b.6 $40.9 $38.7
1971 10.8 3.3 51.6 k2.0
1972 12.6 5.7 64,2 h7.7
1973 17.h 7.2 81.6 54.8

;/ Assumes no automatic increase in benefit rates under the cost-of-living

provision.

Office of the Actuary--Baltimore
October 1, 1969



OLD-AGE, SURVIVORS, AND DISABILITY INSURANCE ATTACHMENT C
ADMINISTRATION PROPOSAL - H.R. 14080

First-year benefit costs, number of persons affected, and effective dates, by provision

Additional benefit Present-law Newly
Provision Effective payments beneficiaries eligible
rovist month in first 12 months immediately affected® persons ’
(in millions) (in thousands) (in thousands)
10% benefit iNCrease. ......oveevnenmeenneeoansns March 1970 $2,810 25,500 123
Modified retirement test* . .. ... vii i January 1971 330 800 300
Age 62 computation point. . ........eiiiianiiiits January 1971 380 5,000 100
100% of PIA for widows . .. .veeniiniinaennneennnn January 1971 580 2,700 -
Parents of retired or disabled workers . .. ........... January 1971 20 - 25
Children disabled at ages 18-21 . ... ............. January 1971 10 - 13
Noncontributory credits for military service after 1956 January 1971 30 150 -

! Present-law beneficiaries whose benefit for the effective month would be increased under the provision.

2 Persons who cannot receive a benefit under present law for the effective month, but who would receive a benefit for such month under the provision.

3 Noninsured persons aged 72 and over.

+ Additional benefit payments represent benefits for months in calendar year 1971. Some 800,000 persons who will receive some benefits for months in
1971 under present law would receive additional benefits under the provision; about 300,000 persons who will receive no benefits for months in 1971

under present law would receive some benefits under the provision.

NOTE. —— The above figures are not additive because the time periods are not uniform and because a person may be affected by more than one

provision.

OFFICE OF THE ACTUARY —- BALTIMORE
OCTOBER 1, 1969
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MESSAGE ON SOCIAL SECURITY

Tar Warte House

To the Congress of the United States:

This Nation must not break faith with those Americans who have
a right to expect that Social Security payments will protect them and
their families.

The impact of an inflation now in its fourth year has undermined
the value of every Social Security check and requires that we once
again increase the benefits to help those among the most severely vic-
timized by the rising cost of living.

I request that the Congress remedy the real losses to those who now
receive Social Security benefits by increasing payments by 10 percent.

Beyond that step to set right today’s inequity, I propose that the
Congress make certain once and for all that the retired, the disabled
and the dependent never again bear the brunt of inflation. 74e way to
pf?*elvea'zt future unfairness is to attach the benefit schedule to the cost
of living.

This will instill new security in Social Security. This will provide
peace of mind to those concerned with their retirement years, and to
their dependents.

By acting to raise benefits now to meet the rise in the cost of living,
we keep faith with today’s recipients. By acting to make future benefit
raises automatic with rises in the cost of living, we remove questions
about future years; we do much to remove this system from biennial
politics; and we make fair treatment of beneficiaries a matter of cer-
tainty rather than a matter of hope.

In the 34 years since the Social Security program was first estab-
lished, it has become a central part of life for a growing number of
Americans. Today approximately 25 million people are receiving cash
payments from tﬂis source. Three-quarters of these are older Ameri-
cans; the Social Security check generally represents the greater part
of total income. Millions of younger people receive benefits under the
disability or survivor provisions of Social Security.

Almost all Americans have a stake in the soundness of the Social
Security system. Some 92 million workers are contributing to Social
Security this year. About 80 percent of Americans of working age are
protected by disability insurance and 95 percent of children and
mothers have survivorship insurance protection. Because the Social
Security program is an essential part of life for so many Americans,
we must continually reexamine the program and be prepared to make
improvements.

Aiding in this administration’s review and evaluation is the Ad-
visory Council on Social Security which the Secretary of Health,
Education, and Welfare appointed in May. For example, I will look
to this Council for recommendations in regard to working women;
changing work patterns and the increased contributions of working

(1)
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women to the system may make present law unfair to them. The rec-
ommendations of this Council and of other advisers, both within the
Government and outside of it, will be important to our planning. As
I indicated in my message to the Congress on April 14, improvement
in the Social Security program is a major objective of this administra-
tion.

There are certain changes in the Social Security program, however,
for which the need is so clear that they should be made without await-
ing the findings of the Advisory Council. The purpose of this message
1s to recommend such changes.

I propose an across-the-board increase of 10 percent in social se-
curity benefits, effective with checks mailed in April 1970, to make
up forincreases in the cost of living.

I propose that future benefits in the social security system be auto-
matically adjusted to account for increases in the cost of living.

I propose an increase from $1,680 to $1,800 in the amount benefici-
aries can earn annually without reduction of their benefits, effective
January 1,1971.

I propose to eliminate the $1-for-$1 reduction in benefits for income
carned in excess of $2.880 a year and replace by a $1 reduction in
benefits for every 82 earned, which now applies at earnings levels
between $1.680 and $2,880, also effective January 1, 1971.

I propose to increase the contribution and benefit base from $7,800
to $9,000, beginning in 1978, to strengthen the system, to help keep
future benefits to the individual related to the growth of his wages,
and to meet part of the cost of the improved program. From then on,
the base will automatically be adjusted to reflect wage increases.

I propose a series of additional reforms to insure more equitable
treatment for widows, recipients above age 72, veterans, for persons
disabled in childhood and for the dependent parents of disabled and
retired workers.

I emphasize that the suggested changes are only first steps, and
that further recommendations will come from our review process.

The social security system needs adjustment now so it will better
serve people receiving benefits today, and those corrections are rec-
ommended in this message. The system is also in need of long-range
reform, to make it better serve those who contribute now for benefits
in future years, and that will be the subject of later recommendations.

THE BENEFIT INCREASE

With the increase of 10 percent, the average family benefit for an
aged couple, both receiving benefits, would rise from $170 to $188 a
month. Further indication of the impact of a 10 percent increase on
monthly benefits can be seen in the following table:

Present  New Present . New
minimum  minimum maximum maximum

Single person (a man retiringatage 65in1970). . _________._._..__ ... ... $55.00  $61.00 $165.00  $181.50
Married couple (husband retiring at age 65in 1970)__ - -_ .7 70Tt 82.50 91,50  247.50 272.30

The proposed benefit increases will raise the income of more than 25
million persons who will be on the Social Security rolls in April 1970.
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Total budget outlays for the first full calendar year in which the in-
crease is effective will be approximately $3 billion.

AUTOMATIC ADJUSTMENTS

Benefits will be adjusted automatically to reflect increases in the
cost of living. The uncertainty of adjustment under present laws and
the delay often encountered when the needs are already apparent is
unnecessarily harsh to those who must depend on Social Security bene-
fits to l1ve.

Benefits that automatically increase with rising living costs can be
funded without increasing Social Security tax rates so long as the
amount of earnings subject to tax reflects the rising level of wages.
Therefore, I propose that the wage base be automatically adjusted so
that it corresponds to increases in earnings levels.

These automatic adjustments are interrelated and should be enacted
as a package. Taken together they will depoliticize, to a certain ex-
tent, the Social Security system and give a greater stability to what has
become a cornerstone of our society’s social insurance system.

REFORMING THE SYSTEM

I propose a series of reforms in present Social Security law to achieve
new standards of fairness. These would provide :

1. An increase in benefits to a widow who begins receiving her bene-
fit at age 65 or later. The benefit would increase the current 8214
percent of her husband’s benefit to a full 100 percent. This increased
benefit to widows would fulfill a pledge I made a year ago. It would
provide an average increase of $17 a month to almost 3 million
widows.

2. Noncontributory earnings credits of about 8100 a month for mili-
tary service from January 1957 to December 1967. During that period,
individuals in military service were covered under Social Security but
credit was not then given for wages in kind—room and board, etc. A
law passed in 1967 corrected this for the future, but the men who
served from 1957 (when coverage began for servicemen) to 1967
should not be overlooked.

3. Benefits for the aged parents of retired and disabled workers.
Under present law, benefits are payable only to the dependent parents
of a worker who has died ; we would extend this to parents of workers
who are disabled or who retire.

4, Ohild’s insurance benefits for life if a child becomes permanently
disabled before age 22. Under present law, a person must have become
disabled before age 18 to qualify for these benefits. The proposal
would be consistent with the payment of child’s benefit to age 22 so
long as the child is in school.

5. Benefits in full paid to persons over 72, reqardless of the amount
of his earnings in the year he attains that age.—Under present law,
he is bound by often confusing tests which may limit his exemption.

6. A fairer means of determining benefits payable on a man’s earn-
ings record.—At present, men who retire at age 62 must compute their
average earnings through 3 years of no earnings up to age 65, thus
lowering the retirement benefit excessively. Under this proposal, only
the years up to age 62 would be counted, just as is now done for women,
and 3 higher-earning years could be substituted for low-earning years.
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CHANGES IN THE RETIREMENT TEST

A feature of the present social security law that has drawn much
criticism is the so-called “retirement test.” a provision which limits
the amount that a beneficiary can earn and still receive full benefits.
I have been much concerned about this provision, particularly about
its effects on incentives to work. The present retirement test actually
penalizes social security beneficiaries for doing additional work or
taking a job at higher pay. This is wrong.

In my view, many older people should be enconraged to work. Not
only are they provided with added income. but the country retains the
benefit of their skills and wisdom; they, in turn, have the feeling of
usefulness and participation which employment can provide.

This is why I am recommending changes in the retirement test.
Raising the amount of money a person can earn in a year without
affecting his social security payments—from the present $1,680 to
$1,800—is an important first step. But under the approach used in the
present rebtirement test, people who earned more than the exempt
amount of $1.680, plus $1,200, would continue to have $1 in social
security benefits withheld for every $1 they received in carnings. A
necessary second step is to eliminate from present law the requirement
that when earnings reach $1,200 above the exempt amount, social se-
curity benefits will be reduced by a full dollar for every dollar of
added earnings until all his benefits are withheld ; in effect, we impose
a tax of more than 100 percent on these earnings.

To avoid this, I would eliminate this $1 reduction for each %1 earned
and replace it with the same $1 reduction for each $2 earned above
$3,000. This change will reduce a disincentive to increased employ-
ment that arises under the retirement test in its present form.

The amount a retired person can earn and still receive his benefits
should also increase automatically with the earnings level. Tt is sound
policy to keep the exempt amount related to changes in the general level
of earnings.

These alterations in the retivement test wonld result in added hene-
fit payments of some £300 million in the first full calendar vear.
Approximately 1 million people would receive this money-—sonie who
are now receiving no benefits at all and some who now receive benefits
bt who would get more under this new arrangement. These sngges-
tions are not by any means the solution to all the problems of the
retirement, test, however, and I am asking the advisory council on
social security to give particular attention to this matter.

CONTRIBUTION AND BENEFIT BASE

The contribution and benefit base—the annnal earnings on which
social security contributions ave paid and that can be counted toward
social security benefits—has been increased several times since the so-
cial security program began. The further increase T am recommend-
ina—from its present level of $7,800 to $9.000 beginning January 1.
1972—will produce approximately the same velationship between the
hase and genéral earnings levels ‘as that of the early 1950%. This is
important since the goal of social security is the replacement, in part.
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of lost earnings; if the base on which contributions and benefits are
figured does not rise with earnings increases, then the benefits deteri-
orate. The future benefit increases that will result from the higher base
T am recommending today would help to prevent such deterioration.
These increases would, of course, be in addition to those which result
from the 10-percent. across-the-board increase in benefits that is in-

tended to bring them into line with the cost of living.

FINANCING

T recommend an acceleration of the tax rate scheduled for hos-
pital insurance to bring the hospital insurance trust fund into actu-
arial balance. T also propose to decelerate the rate schedule of the old-
age, survivors, and disability insurance trust funds in current law.
These funds, taken together, have a long-range surplus of income over
outgo, which will meet much of the cost. The combined rate, known
as the social security contribution, already scheduled by statute, will
be decreased from 1971 through 1976. Thus, in 1971 the current
scheduled rate of 5.2 percent to be paid by employees would become
5.1 percent, and in 1973 the current scheduled rate of 5.65 percent
would become 5.1 percent. The actuarial integrity of the two funds
will be maintained, and the ultimate tax rates will not be changed
in the rate schedules which will be proposed.

The voluntary supplementary medical insurance (SMI) of title
XVIII of the Social Security Act, often referred to as part B medi-
care coverage, is not adequately financed with the current $4 premium.
Our preliminary studies indicate that there will have to be a substan-
tial increase in the premium. The Secretary of Health, Education,
and Welfare will set the premium rate in December for the fiscal year
beginning July 1970, as he is required to do by statute.

To meet the rising costs of health care in the United States, this
administration will soon forward a health cost control proposal to
the Congress. Other administrative measures are already being taken
to hold down spiraling medical expenses.

In the coming months, this administration will give careful study
to ways in which we can further improve the social security program.
The program is an established and important American institution,
a foundation on which millions are able to build a more comfortable
life than would otherwise be possible—after their retirement or in
the event of disability or death of the family earner.

The recommendations I propose today, which I urge the Congress
;o adopt, will move the cause of social security forward on a broad
ront.

We will bring benefit payments up to date.

YWe will make sure that benefit payments stay up to date, auto-
matically tied to the cost of living.

We will begin making basic reforms in the system to remove n-
equities and bring a new standard of fairness in the treatment of all
Americans in the system.

And we will lay the groundwork for further study and improve-
ment of a system that has served the country well and must serve fu-

ture generations more fairly and more responsively.
Ricuarp Nixon.

Tur Warre House.
September 25. 1969.



LETTER OF TRANSMITTAL

THE SECRETARY oF HEALTH, EpucaTioN, axp WELFARE,

Washington, D.C., September 30,c 1969.

Hon. Jorx W. McCorMacK, Hon. Serro T. AeNEW,

Speaker of the House of President of the Senate,
Representatives, Washington,D.C.

Washington, D.C. DEAR MR. PRESIDENT:

DEear MR. SPEAKER:

I am transmitting with this letter draft legislation to amend the
social security program. Also enclosed are a summary and a section-
by-section analysis of the draft bill. This draft is designed to carry
out the recommendations made in the President’s message on social
security of September 25, 1969.

The proposed legislation calls for an across-the-board increase of
10 percent in social security payments, effective March 1970, to make
up for increases in the cost of living since Congress last raised the
benefits. The legislation also provides for subsequent automatic in-
creases in benefits based upon increases in the cost of living. Other
provisions would substantially revise the retirement test, Increase
the earnings base to $9,000 Eer year and increase it automatically
thereafter, increase the benefits payable to widows and dependent
widowers who begin drawing benefits at age 65 or later from 8214
percent of the deceased worker’s benefit to 100 percent of that amount,
make aged dependent parents of retired and disabled workers eligible
for benefits and liberalize the provisions for determining the in-
sured status and benefit computation for men.

We urge that early and favorable consideration be given to the
enactment of this bill, and we would appreciate your forwarding
the proposed legislation to the appropriate committee.

The Bureau of the Budget advises the enactment of this bill would
be in accord with the program of the President.

Sincerely,
Roeerr H. FincH, Secretary.

(6)



SUMMARY OF THE PROPOSED SOCIAL SECURITY

AMENDMENTS OF 1969
Benefit increase

The bill provides for a 10-percent across-the-board increase in cash
social security benefits, effective March 1970 and payable in April 1970.

Under the proposal, an automatic increase in benefits is provided in
the event of future increases in the cost of living. Whenever the Con-
sumer Price Index prepared by the Department of Labor rises by at
least 3 percent, benefits will be increased by that percent. These auto-
matic increases would not be made more often than once a year.

Certain people age 72 and over would receive a 10-percent increase
in the special amount that is paid them. These individuals are not
now insured under the regular social security cash benefits program.
The increase would be effective for March 1970.

The bill changes the present method of determining eligibility for
benefits and benefit amounts based on a man’s earnings record, making
it similar to that now in use for women.

Average monthly earnings for a man—and it is on this average that
the monthly benefits are based—are now determined over a period
equal to the number of years up to age 65, while for women they are
figured over a period equal to the number of years up to age 62. The
result of this difference is generally that a man’s retirement benefit
amount is lower than that of a woman with exactly the same earnings
record. Under the bill, this difference would be eliminated. As a re-
sult, the treatment of men and women workers under the benefit pro-
visions would be the same, and the retirement benefits payable to
men, the benefits payable to their wives, and the benefits payable to
survivors of men who live beyond age 62 would be increased.

Widows and widowers

The bill provides benefits for a widow at age 65 equal to 100 percent
of the amount her husband would have received at age 65, rather than
8214 percent as under present law. Benefits for widows aged 62-64
would be graded down according to the age of the widow at the time
she first gets benefits; a widow coming on the rolls at age 62 would re-
recive 8214 percent of the husband’s benefit, as she does under present
law. This provision would be effective with benefits for January 1971.

Contribution and benefit base

The bill provides for an increase in the contribution and benefit
base (that is, the amount of annual earnings that may be counted for
social security purposes% from the present $7,800 per year to $9,000
per year. This provision becomes effective on January 1, 1972.

The bill provides also for automatic adjustment of the contribution
and benefit base to future increases in wage levels, beginning with 1974.
The adjustments of the base could not be made more frequently than
every second year.

(M)



Retirement test

Under this legislation, there would be four significant changes
in the social security retirement test, liberalizing that test as follows:
Under present law, full social security benefits are payable to a bene-
ficiary whose earnings do not exceed $1,680 for a year. If he has carn-
ings of more than $1,680, $1 in benefits is withheld for each $2 between
$1,680 and $2,880, but there is a dollar-for-dollar reduction for earnings
above $2,880. (However, benefits are not withheld for a month if wages
are not more than $140 and substantial services are not rendered in
self-employment.)

The proposal is to :

(@) Increase the annual exempt amount from $1,680 to $1,800
(and the monthly earnings test from $140 to $150) ;

(6) Provide for reduction in benefits of $1 for each $2 of all
earnings in excess of the exempt amount of $1,800;

(¢) Provide for automatic upward adjustment of the annual
exempt amount (and the monthly test) in relation to future in-
creases in earnings levels;

(d) Provide that in the year a beneficiary reaches age 72 earn-
ings beginning with the month he attains age 72 would be dis-
regarded in computing the amount of annual earnings for retire-
ment test purposes. The annual exempt amount and the $1-for-$2
adjustment would apply to his earnings in the year up to the
month in which he attams age 72. (Under present law, earnings
after the month a beneficiary attains age 72, but in the same year,
must be included in determining whether any benefits are to be
withheld for months hefore attainment of age 72.)

The changes in the retirement test would become effective generally
on January 1,1971.

Parent’s benefits

The bill provides benefits for the dependent aged parents of retired
or disabled workers. Under present law, benefits are provided only
for the dependent parents of deceased workers. The benefit amounts
for the parent of a living worker would be equal to 50 percent of the
worker’s primary insurance amount (like a husband’s or wife’s benofit
nnder present law), actuarially reduced if taken at age 62-65. The
benefit amount. for parents of deceased workers would continue to be
8214 percent of the primary insurance amount, or 75 percent of that
%mm;int, depending on whether one or more parents were entitled to

enefits.

Childhood disability benefits

The bill provides childhood disability benefits for a disabled son or
daughter of an insured deceased, disabled, or retired worker if the
son or daughter hecame totally disabled after age 18 and before reach-

ing age 22. Under present law, a person mnst have become totally dis-
abled before age 18 to qualify for childhood disability benefits.

Military service credits

The bill provides noncontributary wage credits ($100 for each month
of military service) for individuals who served on active duty in the
military services from January 1957 through December 1967. These
credits, reflecting wages-in-kind received by servicemen, would be in
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addition to credits for service basic pay, which has been subject to
contributory coverage since January 1, 1957. Present law provides sim-
ilar $100-a-month noncontributory credits for military service after
1967, and $160-a-month noncontributory credits for service from Sep-
tember 1940 through December 1956.

Financing

Under the most recent of the periodic actuarial reevaluations of the
cash benefits part of the social security program, income over the long-
range future exceeds long-range outgo by 1.16 percent of taxable pay-
voll. The excess of long-range income over outgo as shown in the last
preceding evaluation was 0.53 percent of taxable payroll. The larger
excess shown in the most recent estimates results from taking into ac-
count 1969 (as against 1968) earnings levels, the higher interest rates
now being earned by the trust funds, and increased labor-force par-
ticipation of both men and women. Preliminary results of the latest
reevaluation of the hospital insurance program indicate that the long-
range income of the program will be less than long-range outgo by
0.77 percent of taxable payroll.

A large part of the cost of the proposed improvement in the cash
benefits program will be covered by the long-range excess of income
over outgo 1n that part of the social security program. The proposed
increase in the contribution and benefit base to $9,000 will also help
to meet part of the cost of the improvements, since income from the
increase in the base will exceed the cost of the additional benefits that
will be paid on earnings above the present $7,800 ceiling.

‘Automatic increases in the contribution and benefit base in line with
increases in wage levels will provide additional income sufficient to
meet, fully the cost of the additional benefit payments that will result
from automatic adjustment of benefits in line with increases in the
cost of living and %rom automatic adjustment of the retirement test.
In summary, the cash benefits part of the social security program, with
the recommended improvements, will be adequately financed; and, in
fact, the rate increases scheduled in present law for the cash benefits
part of the program can be put into effect considerably later than sched-
uled in present law.

The contribution rate for cash benefits, now scheduled to rise to 5
percent each for employees and em loyers in 1973 and thereatter,
would not reach 5 percent under the bill until 1987. The delay in the
scheduled increases in the contribution rates for cash benefits will pre-
vent unnecessary, large-scale increases in the cash benefits trust funds.

The contribution rates for hospital insurance would rise under the
bill from 0.6 percent each for employees and employers to 0.9 percent
each in 1971 and thereafter, as against rising to the 0.9 level in 1987
and thereafter as under present law. The revision in the contribution
rates scheduled for hospital insurance and the increases in the con-
tribution and benefit base to $9,000 in 1972, with automatic adjustment
thereafter, will leave the hospital insurance trust fund with an ac-
tuarial balance of 0.06 percent of payroll under the bill, as against a
minus balance of 0.77 percent under present law.

Under the proposed revisions in the contribution rate schedules, the
combined rates for cash benefits and hospital insurance will be lower
than in present law for 1971 through 1976 and will be the same as in
present law for 1977 and thereafter.
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The contribution rate schedules under present law and the bill are
shown in the following table.

CONTRIBUTION RATES FOR EMPLOYEES AND EMPLOYERS, EACH, UNDER PRESENT LAW AND UNDER PROPOSAL

[fn percent]

Present law Proposal
Cash Hospital Cash Hospital
benefits insurance Total benefits insurance Total
Year:
1970 .. .. ... 4.20 0.60 4.80 4.2 0. 60 4.80
1971-72____ 4.60 .60 5.20 4.2 .90 5.10
1973-74. 5.00 .65 5.65 4.2 .90 5.10
1975. ... 5.00 .65 5.65 4.6 .90 5.50
1976.. _ 5.00 .70 5.70 4.6 .90 5.50
1977-79___ 5.00 .70 5.70 4.8 .90 5.70
1980-86_ . .. 5.00 .80 5.80 4.9 .90 5.80
1987 and after. _.... 5.00 .90 5.90 5.0 .90 5.90
CONTRIBUTION RATES FOR THE SELF-EMPLOYED UNDER PRESENT LAW AND UNDER PROPOSAL
[In percent]
Present law Proposal
Cash Hospital Cash Hospita!
benefits insurance Total benefits insurance Total
Year:

1970 . ____._.... 6.30 0.60 6.90 6.30 0.60 6.90
1971-72 . 6.90 .60 7.50 6.30 .90 7.20
1973-74_. . 7.00 .65 7.65 6.30 .90 7.20
1975.... . 7.00 .65 7.65 6.90 .90 7.80
1976... . 7.00 .70 7.70 6.90 .90 7.80
1977-79 . 1.00 .70 1.70 7.00 .90 7.90
1980-86....... - 7.00 .80 7.80 7.00 .90 7.90
1987 and after...... 7.00 .90 7.90 7.00 .90 7.90




SECTION-BY-SECTION ANALYSIS OF THE PROPOSED
SOCIAL SECURITY AMENDMENTS OF 1969

Section 1. Short title

This section specifies that the bill may be cited as the “Social Secu-
rity Amendments of 1969”.

Section 2. Increase in old-age, survivors, and disability insurance
benefits

This section provides a general benefit increase for current and
future beneficiaries. Benefits are increased across the board by 10 per-
cent, with a minimum benefit of $61 instead of the present $55. The
maximum retirement benefit for a worker alone is increased from the
present $218 to $250. Maximum family benefits payable for the future
will range from $91.50 to $480 a month compared with the present
range of $82.50 to $434.40. The general benefit increase becomes effec-
tive with benefits for March 19g?0 payable in April.

Section 3. Increase in special payments for certain people age 72 and
over

Under this section there will be a 10-percent increase in the amounts
of benefits payable to certain people age 72 and over who either have
not worked at all under social security or have not worked in covered
employment long enough to meet the regular insured status require-
ments. The increased benefits will be $44 for an individual and $66
for a couple, instead of $40 and $60 as under present law. This increase
becomes effective with benefits for March 1970.

Section 4. Automatic adjustment of benefits

This section provides for automatic cost-of-living increases in social
security cash benefits. The automatic increases in benefits would not
be made more often than once a year.

The calculation of the increase in the cost of living would be based
on the Consumer Price Index prepared by the Department of Labor.
Under the first such calculation, the monthly average of the Consumer
Price Index for the third calendar quarter of 1970 would be compared
with the monthly average of the Consumer Price Index for the third
calendar quarter of 1969. If the monthly average of the Consumer
Price Index for the third calendar quarter of 1970 exceeded the
monthly average of the Consumer Price Index for the third calendar
quarter of 1969 by at least 3 percent, monthly benefits for people who
are then and who later become entitled to benefits would be increased,
effective for benefits paid for January 1971, by the percentage increase
(rounded to the nearest one-tenth of 1 percent) by which the Consumer
Price Index had increased. (Lump-sum death payments would be
increased for deaths occurring after November 1971.)

A similar calculation would be made in each subsequent calendar
year, with the monthly average of the Consumer Price Index for the
third quarter of that year being compared with the average of the

(11)
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Consumer Price Index for the third quarter of the most recent year
that necessitated a cost-of-living increase.

The cost-of-living increases provided by this section would apply
not only to individual benefits but also to the maximum family benefit
amounts.

Section 5. Liberalization of the earnings test for retirement purposes

This section makes four changes in the social security retirement
test. Under present law, full social security benefits are payable to a
beneficiary under age 72 whose earnings do not exceed $1,680 for a
year. If he has earnings of more than $1,680, $1 in benefits is withheld
for each $2 between $1,680 and $2,880, but there is a dolar-for-dollar
reduction for earnings above $2,880. (However, benefits are not with-
held for a month if in that month the beneficiary’s wages are not more
than $140 or substantial services are not rendered in self-employment.)
The bill will:

(@) Increase the annual exempt amount of earnings from $1,680
to $1,800 (and the monthly earnings test from $140 to $150) ;

(6) Provide for reduction in benefits of $1 for each $2 of all
earnings in excess of the exempt amount of $1,800;

(¢) Provide for automatic upward adjustment of the annual
exempt amount (and the monthly earnings test) in relation to
future increases in average earnings levels;

(@) Provide that in the year a beneficiary reaches age 72 earn-
ings beginning with the month he attains age 72 would not be
considered in computing the amount of annual earnings exempt
for retirement test purposes. The annual exempt amount and the
$1 for $2 adjustment would apply to his earnings in the year up
to the month in which he attains age 72. (Under present law, earn-
ings after the month a beneficiary attains age 72, but in the same
year, must be included in determining whether anv of an individ-
ual’s benefits are to be withheld for months in the year before
he attained age 72.)

The changes in the retirement test would become effective generally
on January 1,1971.

Section 6. Increase in earnings counted for benefit and contribution
purposes
This section provides for an increase in the contribution and benefit
base—the maximum amount of annual earnings that are subject to
social security contributions and creditable toward social security
benefits. The base would be increased from the present $7,800 to $9,000,
effective on January 1, 1972.

Section 7. Automatic adjustment of the contribution and benefit base

This section provides for automatic adjustments of the contribution
and benefit base to future increases in average wage levels beginning
with 1974. On or before October 1, 1972, and of each even-numbered
year thereafter, the Secretary of Health, Education, and Welfare will
determine and publish in the Federal Register the contribution and
benefit base for the 2 calendar years beginning January 1 of the next
even-numbered year. The base for a particular year is to be the product
of $9,000 and the ratio of (A) the average covered wages of all persons
for whom taxable wages were reported for the first calendar quarter
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of the year m which the determination is being made to (B) the aver-
age covered wages of all persons for whom taxable wages were reported
for the first calendar quarter of 1971. That product, 1f not a multiple
of $600, is to be rounded to the nearest multiple of $600. If the base
so determined is smaller than the base already in effect, the base that
is in effect will continue in effect for 2 more years. The section also
provides formula for determining benefit amounts and maximum
fami,)ly benefits for average monthly earnings above $750 ($9,000 a
year).

Section 8. Changes in contribution rate

Under this section, the contribution rates for both the cash benefits
and the hospital insurance parts of the program will be revised. The
contribution rate schedules under present law and under the bill are
shown in the following tables.

CONTRIBUTION RATES FOR EMPLOYEES AND EMPLOYERS, EACH, UNDER PRESENT LAW
AND UNDER THE BILL

[In percent]

Present law Proposal

Cash . Hospital Cash Hospital
benefits insurance Total benefits insurance Total
4.20 0.60 4.80 4,20 0.60 4.80
4.60 .60 5.20 4.20 .90 5.10
5.00 .65 5.65 4.20 .90 5.10
5.00 .65 5.65 4.60 .90 5.50
5.00 .70 5.70 4,60 .90 5.50
5.00 .70 5.70 4,80 .90 5.70
5. 00 .80 5.80 4.90 .90 5. 80
5.00 .90 5.90 5.00 .90 5.90

CONTRIBUTION RATES FOR THE SELF-EMPLOYED UNDER PRESENT LAW AND UNDER THE BILL
[In percent]
Present law Proposal

Cash . Hospital Cash Hospitai

benefits insurance Total benefits insurance Total
Year

70 e 6.30 0.60 6.90 6.30 0.60 6.90
1971-72. e 6.90 .60 7.50 6.30 .90 7.20
1973-74. 7.00 .65 7.65 6.30 .90 7.20
1975 .. 7.00 .65 7.65 6.90 .90 7.80
1976__ 7.00 .70 7.70 6.90 .90 7.80
1977-79....... 7.00 .70 7.70 7.00 .90 7.90
1980-86.. ... ... 7.00 .80 7.80 7.00 .90 7.90
1987 and after._.... 7.00 .90 7.90 7.00 .90 7.90

Section 9. Age 62 computation point for men
This section provides that the ending point of the period that is
used to determine insured status for men and the ending point of the
period that is used to determine the number of years over which a
man’s average monthly earnings must be calculated, will be the begin-
ning of the year in which he reaches age 62, instead of age 65 as is
provided under present law. The ending point for men would thus be
the same as it is for women under present law. One effect of the pro-
posed change is that a man’s average monthly earnings in retirement
cases could be figured over 3 fewer years than they are under present
35-220—69
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law, resulting in most cases in higher average monthly earnings for
him and thus higher benefits for him and his family.

The change is effective with benefits for January 1971, and will be
applicable both to people already on the benefit rolls and to those who
will come on in the future.

Section 10. Entitlement to child’s insurance benefits based on disability
which began between 18 and 22

This section provides childhood disability benefits for a son or
daughter of an insured deceased, disabled, or retired worker if the son
or daughter became totally disabled after age 18 and before reaching
age 22, and continues to be totally disabled.%nder present law, a per-
son must have been totally disabled since before age 18 to qualify for
childhood disability benefits. This change woulﬁ be applicable to
monthly benefits for months after December 1970.

Section 11. Disability insurance trust fund

This section would increase the percentage of taxable wages appro-
priated to the disability insurance trust fund—now 0.95 of 1 percent
of payroll—to 1.05 percent, and would increase the percentage of in-
come from self-employment appropriated to the disability insurance
trust f;l(;ld—now 0.7125 of 1 percent—to 0.7875 of 1 percent, effective
for 1970.

Section 12. Wage credits for members of the uniformed services

This section provides noncontributory earnings credits of $300 for
each calendar quarter of military service after December 1956 and
before January 1968. These credits, designed to give social security
credit for wages in kind received by servicemen, would supplement
credit for military service basic pay, which has been subject to con-
tributory social security coverage since January 1, 1957. Present law
provides similar noncontributory wage credits for military service
after 1967 and $160-a-month noncontributory wage credits for service
from September 1940 through December 1956. The new wage credits,
like the previously provided noncontributory wage credits, would be
financed from general revenues. The new credits would be used in
computing monthly benefits for months after December 1970 and
lump-sum death payments in the case of deaths after 1970.

Section 13. Parent’s insurance benefits

This section would provide for the payment of benefits to aged
dependent parents of retired and disabled workers, effective for Jan-
uary 1971. Such benefits are now provided for dependent parents of
deceased workers. The benefits for the dependent parent of a retired or
disabled individual would be equal to 50 percent of that individual’s
benefit, except that it would be actuarially reduced if taken before
age 65. The benefit for a parent of a deceased worker would continue
as in present law to be 8214 percent of the worker’s benefit if there is
one parent and 75 percent each if there are two.

Section 14. Increase in widow’s insurance benefits

This section increases benefits for widows, and widowers, who came
on the benefit rolls, and those who come on in the future, after age 62.
For a widow becoming entitled to benefits at or after age 65, the benefit
would be equal to 100 percent of the amount of her husband’s benefit
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at age 65, rather than 8214 percent as under present law. For widows
coming on the rolls between age 62 and 65, benefit amounts would range
from the 8214 percent payable at age 62 under present law and under
the bill to the 100 percent payable at age 65 under the bill. For example,
the benefit amount for a widow becoming entitled to widow’s benefits
at age 63 would be 8814 percent of her husband’s age 65 benefit; for a
widow becoming entitled at age 64, the amount would be equal to 9414
percent of her husband’s benefit. The increase in widow’s benefits would
become effective with benefits payable for January 1971.






PROPOSED SOCIAL SECURITY AMENDMENTS OF 1969

A BILL To amend the Social Security Act to provide an increase in benefits
under the old-age, survivors, and disability insurance program, provide for
automatic benefit increases thereafter in the event of future increases in the
cost of living, provide for future automatic increases in the earnings and
contribution base, and for other purposes.

Be it enacted by the Senate and House of Representatives of the
United States of America in Congress assembled, That this Act may be
cited as the “Social Security Amendments of 1969”.
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INCREASE IN OLD-AGE, SURVIVORS, AND DISABILITY INSURANCE BENEFITS

Sre. 2. (a) Section 215 (a) of the Social Security Act is amended by
striking out the table and inserting in lieu thereof the following:

TABLE FOR DETERMINING PRIMARY INSURANCE AMOUNT AND MAXIMUM FAMILY BENEFITS

| 1§ H1 v v
(Primary .

X insurance (Primary .
(Primary insurance benefit amount under insurance (Maximum family
under 1939 act, as mcedified) 1967 act)  (Average monthly wage) amount) benefits)
And the maximum
It an individual’s primary . . The amount  amount of benefits
insurance benefit (as Or his primary Or his average monthly referred to in  payable (as provided
determined under insurance  wage (as determined under  the preceding in sec, 203(a)) on
subsec. (d)) is— amount (as subsec. (b)) is— paragraphs the basis of his
determined of this wages and self-
But not  under subsec. But not subsection  employment income
Atteast—  more than— (c)) is— Atleast— more than— shal be— shall be—
$16.20  $55.4D0rless __.........._. $76 $61. 00 $91.50
16. 84 56. 50 $77 78 62.20 93.30
17.60 57.70 79 80 63.50 95.30
18.40 58. 80 81 81 64,70 97.10
19.24 59.90 82 83 65.90 98.90
20. 00 61.10 84 85 67.30 101. 00
20.64 62.20 86 87 68.50 102. 80
21.28 63.30 88 89 69.70 104. 60
21,88 64.50 90 90 71.00 106. 50
22.28 65.60 91 92 72,20 108.30
22,68 66.70 93 94 73.40 110.10
23.08 67.80 95 96 74.60 111.90
23.44 69, 00 97 97 75.90 113.90
23,76 70.20 98 99 77.30 116.00




18

TABLE FOR DETERMINING PRIMARY INSURANCE AMOUNT AND MAXIMUM FAMILY BENEFITS—Continued

1 1] i1} v v
(Primary .
. insurance (Primary . .
(Primary insurance benefit amount under insurance (Maximum family
under 1939 act, as modified) 1967 act)  (Average monthly wage) amount) benefits)
. And the maximum
I an individual's primary . . Theamount  amount of benefits
insurance benefit (as Or his primary Or his average monthly referred toin  payable (as provided
determined under insurance  wage (as determined under the preceding in sec. 203(a)) on
subsec. (d)) is— amount (as subsec. (b)) is— paragraphs the basis of his
determined of this wages and self-
But not  under subsec. But not subsection  employment income
Atleast— more than— (c)) is— Atleast— more than— shall be— shall be—
24.20 71.50 100 101 78.70 118.10
24. 60 72.60 102 102 79.90 119.90
25,00 73.80 103 104 81.20 121. 80
25.48 75.10 105 106 82.70 124.10
25.92 76.30 107 107 84.00 126. 00
26.40 77.50 108 109 85.30 128.00
26.94 78.70 110 113 86. 60 129.90
27.46 79.90 114 118 87.90 131.90
28.00 81,10 119 122 89.30 134.00
28.68 82,30 123 127 90.60 135.90
29. 25 83.60 128 132 92.00 138.00
29. 68 84.70 133 136 93.20 139. 80
30. 36 85.90 137 141 94. 50 141. 80
30.92 87.20 142 146 96. 00 144.00
31.36 88.40 147 150 97.30 146. 00
32.00 89, 50 151 155 98.50 147.80
32.60 90. 80 156 160 99.90 149.90
33.20 92.00 161 164 101. 20 151. 80
33.88 93.20 165 169 102. 60 153.90
34,50 94.40 170 174 103.90 155.90
35.00 95. 60 175 178 105.20 157. 80
35.80 96. 80 179 183 106. 50 159. 80
36. 40 98. 00 184 188 107. 80 161.70
37.08 99, 30 189 193 109.30 164. 00
37.60 100. 50 194 197 110.60 165. 90
38.20 101.60 198 202 111. 80 167.70
39.12 102. 90 203 207 113.20 169. 80
39.68 104.10 208 211 114.60 171.90
40, 33 105.20 212 216 115, 80 173.70
41,12 106. 50 217 221 117.20 176. 80
41.76 107.70 222 225 118. 50 180.00
42.44 108.90 226 230 119. 80 184. 00
43,20 110.10 231 235 121.20 188.00
43.76 111.40 236 239 122.60 191. 20
44.44 112.60 240 244 123.90 195.20
44.88 113.70 245 249 125.10 199.20
45,60 115.00 250 253 126. 50 202. 40
116.20 254 258 127.90 206. 40
117. 30 259 263 129.10 210. 40
118. 60 264 267 130.50 213.60
119.80 268 272 131.80 217.60
121. 00 273 277 133.10 221. 60
122.20 278 281 134,50 224.80
123.40 82 286 135.80 228.80
124.70 287 291 137.20 232.80
125. 80 292 295 138.40 236. 00
127.10 296 300 139.90 240.00
128.30 301 305 141.20 244.00
129, 40 306 309 142,40 247.20
130.70 310 314 143.80 251.20
131,90 315 319 145.10 255.20
133. 00 320 323 146.30 258. 40
134.30 324 328 147.80 262.40
135. 50 329 333 149,10 266. 40
136. 80 334 337 150.50 269. 60
137.90 338 342 151.70 273.60
139.10 343 347 153.10 277.60
140.40 348 351 154.50 280.80
141. 50 352 356 155.70 284,80
142. 80 357 361 157.10 288. 80
144.00 362 365 158.40 292.00
145.10 366 370 159.70 296. 00
146. 40 3n 375 161.10 300.00
147.60 376 379 162.40 303.20
148.90 380 384 163.80 307.20
150. 00 385 389 165.00 311.20
151.20 390 393 166. 40 314. 40
152. 50 394 398 167. 80 318.40
153.60 399 403 169.00 322.40

154.90 404 407 170. 40 325.60
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TABLE FOR DETERMINING PRIMARY INSURANCE AMOUNT AND MAXIMUM FAMILY BENEFITS—Continued

I i m v v
(Primary ;
insurance (Primary )
(Primary insurance benefit amount under insurance (Maximum family
under 1939 act, as modified) 1967 act)  (Average monthly wage) amount) benefits)
- . And the maximum
1f an individual’s primary L . The amount  amount of benefits
insurance benefit (as Or his primary Or his average monthly referred to in  payable (as provided
determined under insurance  wage (as determined under the preceding in sec. 203(a)) on
subsec. (d)) is— amount (as subsec. (b)) is— paragraphs the basis of his
determined of this wages and self-
Butnot  under subsec. But not subsection  employment income
Atleast— more than— (c)) is— At least—  more than— shall be— shall be—
156. 00 408 412 171.60 329.60
157.10 413 417 172.90 333.60
158.20 418 421 174.10 336. 80
159. 40 422 426 175. 40 340. 80
160. 50 427 431 176. 60 344. 80
161. 60 432 436 177.80 348. 80
162. 80 437 440 179.10 352,00
163.90 441 445 180. 30 356. 00
165.00 446 450 181.50 360. 00
166. 20 451 454 182.90 361.60
167. 30 455 459 184.10 363. 60
168.40 460 464 185. 30 365. 60
169. 50 465 468 186. 50 367.20
170.70 469 473 187. 80 369.20
171.80 474 478 189.00 371.20
172 90 479 482 190.20 372.80
174.10 483 487 191.60 374.80
175.20 488 492 192.80 376.80
176.30 493 496 194.00 378.40
177.50 497 501 195.30 380.40
178.60 502 506 196.50 382.40
179.70 507 510 197.70 384.00
180. 80 511 515 198.90 386. 00
182.00 516 520 200.20 388.00
183.10 521 524 201.50 389.60
184.20 525 529 202.70 391.60
185. 40 530 534 204. 00 393.60
186. 50 535 538 205.20 395.20
187.60 539 543 206. 40 397.20
188. 80 544 548 207.70 399.20
189.90 549 553 208.90 401. 20
191.00 554 556 210.10 402. 40
192.00 557 560 211.20 404, 00
193.00 561 563 212.30 405. 20
194.00 564 567 213.40 406. 80
195. 00 568 570 214.50 408.00
196.00 571 574 215.60 409.60
197.00 575 577 216.70 410, 80
198.00 578 581 217.80 412,40
199. 00 582 584 218.90 413. 60
200. 00 585 588 220.00 415.20
201. 00 589 591 221.10 416. 40
202.00 592 595 222.20 418.00
203.00 596 598 223.30 419.20
204.00 599 602 224. 40 420.80
205.00 603 605 225,50 422,00
206. 00 606 608 226.60 423,60
207.00 610 612 227.70 424. 80
208. 00 613 616 228. 80 6. 40
209.00 617 620 229.90 428.080
210.00 621 623 231.00 429.20
211.00 624 627 232.10 430. 80
212.00 628 630 233.20 432.00
213.00 631 634 234.30 433,60
214.00 635 637 235.40 434, 80
215.00 638 641 236.50 436. 40
216.00 642 644 237.60 437.60
217.00 645 648 238.70 439.20
218.00 649 656 239.80 442. 40
657 666 241,00 446. 40
667 676 242,00 450,40
677 685 243,00 454, 00
686 695 244.00 458, 00
696 705 245.00 462.00
706 715 246.00 466. 00
716 725 247.00 470.00
726 734 248.00 473.60
735 744 249.00 477.60
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(b) Section 203(a) of such Act is amended by striking out para-
graph (2) and inserting in lieu thereof the following :

*(2) when two or more persons were entitled (without the ap-
plication of section 202(j) (1) and section 223(b)) to monthly
benefits under section 202 or 223 for March 1970 on the basis ot
the wages and self-employment income of such insured individual
and at least one such person was so entitled for February 1970 on
the basis of such wages and self-employment income, such total
of benefits for March 1970 or any subsequent month shall not be
recuced to less than the larger of—

“(A) the amount determined under this subsection with-
out regard to this paragraph, or
“(B) an amount equal to the sum of the amounts derived
by multiplying the benefit amount determined under this title
(including this subsection, but without the application of
section 222(b), section 202(q), and subsection (b), (c), and
(d) of thissection), as in effect prior to March 1970, for each
such person for such month, by 110 percent and raising each
such mecreased amount, if it is not a multiple of $0.10, to the
next higher multiple of $0.10;
but in any such case (i) paragraph (1) of this subsection shall
be applied to such total of benefits after the application of sub-
paragraph (B), and (ii) if section 2202(k)(2) (A) was ap-
Plicable in the case of any such benefits for March 1970, and
ceases to apply after such months, the provisions of subparagraph
(B) shall be applied, for and after the month in which section
202(k) (2) () ceases to apply, as though paragraph (1) had not
been applicable to such total of benefits for March 1970, or”.

(¢) Section 215 (b) (4) of such Act is amended by striking out “Jan-
uary 1968” each time it appears and inserting in lieu thereof “February
19707,

(d) Section 215(c) of such Act is amended to read as follows:

“Primary Insurance Amount Under 1967 Act

“(c) (1) For the purposes of column II of the table appearing in
subsection (a) of this section, an individual’s primary insurance
amount shail be computed on the basis of the law in effect prior to
the enactment of the Social Security Amendments of 1969.

*(2) The provision of this subsection shall be applicable only in the
case of an ndividual who became entitled to benefits under section
202(a) or section 223 before March 1970, or who died before such
month.™

(e) The amendments made by this section shall apply with respect
to montlly henefits under title IT of the Social Security Act for
months after February 1970 and with respect to lamp-sum death pay-
nents under such title in the case of deaths occurring after I ebruary
1970,

(f) If an individual was entitled to a disability insurance benefit
under cection 223 of the Social Security Act for February 1970 and
hecame entitled to old-age insurance benefits under section 202(a) of
such .\ct for March 1970, or he died in such month, then, for purposes
of section 215(a) (4) of the Social Sccurity Act (if anplicable), the
amount in column IV of the table appearing in such section 215(a) for
such individual shall be the amount in such column on the line on
which in column IT appears his primary insurvance amount (as deter-
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mined under section 215(c) of such Act) instead of the amount In
column IV equal to the primary insurance amount on which his dis-
ability insurance benefit is based.

INCREASE IN BENEFITS FOR CERTAIN INDIVIDUALS AGE 72 AND OVER

Skc. 3. (a) (1) Section 227 (a) of the Social Security Act is amended
by striking out “$40” and inserting in lien thereof “$44,” and by
striking out “$20” and inserting in lieu thereof “$22.”.

(2) Section 227 (b) of such Act is amended by striking out in the
second sentence “$40” and inserting in lieu thereof “$44™.

(b) (1) Section 228(b) (1) of such Act is amended by striking cut
“$40” and inserting in lieu thereof “$44”.

(2) Section 228(b) (2) of such Act is amended by striking out “$40”
and inserting in lieu thereof “$44”, and by striking out “$20” and
inserting in lieu thereof “$22”.

(8) Section 228(c) (2) of such Act is amended by striking out “$207
and inserting in lieu thereof “$22”.

(4) Section 228(c) (3) (A) of such Act is amended by striking out
“840” and inserting in lieu thereof “$44”.

(5) Section 298(c) (3) (B) of such Act is amended by striking out
“390” and inserting in lieu thereof “$22”.

(¢) The amendments made by subsections (a) and (b) shall apply
with respect to monthly benefits under title IT of the Social Security
Act for months after February 1970.

AUTOMATIC ADJUSTMENT OF BENEFITS

Src. 4. (a) Section 215 of the Social Security Act is amended by
adding after subsection (h) the following new subsection :

“Cost-of-Living Increases in Benefits

“(1) (1) For purposes of this subsection—

“(A) the term ‘base quarter’ shall mean the period of three
consecutive calendar months ending on September 50, 1969, and
the period of 3 consecutive calendar months ending on September
30 of each year thereafter.

“(B) the term ‘cost-of-living computation quarter’ shall mean
the base quarter in which the monthly average of the Consumer
Price Index prepared by the Department of Labor exceeds, by
not less than 8 per centum, the monthly average of such Index in
the later of : (i) the 8 calendar-month period ending on Septem-
ber 30, 1969 or (ii) the base quarter which was most recently a
cost-of-living computation quarter.

“(2) (A) If the Secretary determines that a base quarter in a
calendar year is also a cost-of-living computation quarter, he shall,
effective for January of the next calendar year, increase the benefi
amount of each individual who for such month 1s entitled to henefits
under section 227 or 228 and the primary insurance amount of each
individual, specified in subparagraph (B) of this paragraph, by an
amount derived by multiplying such amount of each such individual
(including each such individual’s primary insurance amount or benefit
amount under section 227 or 228 as previously increased under this
subparagraph) by the same per centum (rounded by the nearest one-
tenth of 1 per centum) as the monthly average of the Consumer Price
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Index for such cost-of-living computation quarter exceeds the monthly
average of such Index for the base quarter determined after the applh-
cation of clauses (i) and (ii) of paragraph (1) (B). Such increased
primary insurance amount shall be considered such individual’s pri-
mary insurance amount for purposes of this subsection, section 202,
and section 223,

“(B) The increase provided by subparagraph (A) with respect
to a particular cost-of-living computation quarter shall apply in the
case of monthly benefits under this title for months after December of
the calendar year in which occurred such cost-of-living computation
quarter, based on the wages and self-employment income of an individ-
ual who became entitled to monthly benefits under section 202, 223, 227,
or 228 (without regard to section 202(j)(1) or section 223(b) ), or
who died, in or before December of the calendar year in which occurred
such cost-of-living computation quarter.

“(C) If the Secretary determines that a base quarter in a calendar
yearis also a cost-of-living computation quarter, he shall publish in the
Federal Register on or before December 1 of such calendar year a
determination that a benefit increase is resultantly required and the
percentage thereof. He shall also publish in the Federal Register at
that time a revision of the benefit table contained in subsection (a), as
it may have been revised previously, pursuant to this subparagraph.
Such revision shall be determined as follows :

“(i) The amount of each line of column II shall be changed to
the amount shown on the corresponding line of column IV of the
table in effect before this revision.

“(ii) The amount of each line of column IV shall be increased
from the amount shown in the table in effect before this revision by
increasing such amount by the per centum specified in subpara-
graph (A) of paragraph (2), raising each such increased amount,
1f not a multiple of $0.10, to the next higher multiple of $0.10.

“(1i) If the contribution and benefit base (as defined in section
230(b) ) for the calendar year in which such benefit table is revised
is lower than such base for the following calendar year, columns
III, IV, and V shall be extended. The amount in the first addi-
tional line in column IV shall be the amount in the last line of
such column as determined under clause (i), plus $1.00, rounding
such increased amount to the nearest multiple of $1.00. The
amount of each succeeding line of column IV shall be the amount
on the preceding line increased by $1.00, until the amount on the
last line of such column shall be equal to 34 of the contribution and
earnings base for the calendar year succeeding the calendar year
in which such benefit table is revised, rounding such amount, if not
a multiple of $1.00, to the nearest multiple of $1.00. The amount
in each additional line of column III shall be determined so that
the second figure in the last line of column ITT shall be 4o of the
contribution and earnings base for the calendar year following
the calendar year in which such benefit table is revised, and the
remaining figures in column ITT shall be determined in consistent
mathematical intervals from column IV, The second figure in the
last line of column ITT before the extension of the column shall be
increased to a figure mathematically consistent with the figures
determined in accordance with the preceding sentence. The
amount on each line of column V shall be increased, to the extent
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necessary, so that each such amount shall be equal to 40 per centum
of the second figure in the same line of column III, plus 40 per
centum of the smaller of (I) such second figure or (1I) the larger
of $450 or 50 per centum of the largest figure in column IIL.

“(iv) The amount on each line of column V shall be increased,
if necessary, so that such amount shall be at least equal to 15
times the amount shown on the corresponding line in column IV.
Any such increased amount that is not a multiple of $0.10 shall be
increased to the next higher multiple of $0.10.”

(b) Section 203{a) of such Act is amended by striking out the
period at the end of the first sentence and inserting in lieu thereof,
“or” and adding the following new paragraph :

“(4) when two or more persons are entitled (without the appli-
cation of section 202(j) (1) and section 223 (b)) to monthly bene-
fits under section 202 or 223 for December in the calendar year
in which occurs a cost-of-living computation quarter (as defined
in section 215(i) (1)) on the basis of the wages and self-employ-
ment income of such insured individual, such total of benefits for
the month immediately following shall be reduced to not less than
the amount equal to the sum of the amounts derived by multiply-
ing the benefit amount determined under this title (including this
subsection, but without the application of section 222(b), section
9202(q), and subsections (b), (c), and (d) of this section) as in
effect for December for each such person by the same per centum
increase as such individual’s primary insurance amount (includ-
ing such amount as previously increased under section 215(1) (2))
is Increased and raising each such increased amount, if not a mul-
tiple of $0.10, to the next higher multiple of $0.10.”.

(¢) (1) Section 202(a) of such Act is amended by striking out *(as
defined in section 215 (a)).”.

(2) Section 215(f) (4) of such Act is amended by adding at the
end before the period the following: “(including a primary insurance
amount as increased under subsection (1)(2))”.

(8) Section 215(g) of such Act is amended by striking out “primary
insurance amount” and inserting in lieu thereof “primary insurance
amount (including a primary insurance amount as increased under
subsection (1) (2))".

LIBERALIZATION OF EARNINGS TEST

Sec. 5. (a)(1) Paragraphs (1) and (4L(B) of section 203(f) of
the Social Security Act are each amended by striking out “$140” and
inserting in lieu thereof “$150 or the exempt amount as determined
under paragraph (8)”.

(2) Paragraph (1) (A) of section 203 (h? of such Act is amended by
striking out “$140” and inserting in lieu thereof “%150 or the exempt
amount as determined under paragraph (8)”.

(8) Paragraph (3) section 203(f) of such Act is amended to read
as follows:

#(3) For purposes of paragraph (1) and subsection (h), an in-
dividual’s excess earnings for a taxable year shall be 50 per centum of
his earnings for such in excess of the product of $150 or the exempt
amount as determined under paragraph (8) multiplied by the number
of months in such year. The excess earnings as derived under the pre-
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ceding sentence, if not a multiple of $1, shall be reduced to the next
lower multiple of $1.”

(b) Subsection (f) of section 203 of such Act is amended by adding
at the end thereof the following new paragraph:

“(8) (A) On or before October 1 of 1972 and of each even-numbered
year thereafter, the Secretary shall determine and publish in the Fed-
eral Register the exempt amount as defined in subparagraph (b) for
each month in the two taxable years which end after the calendar year
following the year in which such determination is made.

“(B) The exempt amount for each month of a particular taxable
year shall be whichever of the following is the larger:

“(i) the product of $150 and the ratio of (I) the average tax-
able wages of all persons for whom taxable wages were reported
to the Secretary for the first calendar quarter of the calendar vear
in which a determination under subparagraph (4) is made for
each such month of such particular taxable year to (II) the aver-
age of the taxable wages of all persons for whom wages werc re-
ported to the Secretary for the first calendar quarter of 197 1; such
product, if not a multiple of $10, shall be rounded to the nearest
multiple of $10, or
- “(ii) the exempt amount for each month in the taxable vear
preceding such particular taxable year:

except that the provisions in clause (i) shall not apply with respect to
any taxable year unless the contribution and earnings base for such
year is determined under section 230(b) (1 ).”

(¢) Clause (B) of Section 203(f) (1) of the Social Security Act is
amended to read as follows:

“(B) in which such individual was age 72 or over, excluding from
such excess earnings the earnings of an individual in or after the
month in which he was age 72 in the year in which he attained age 72,
with the amount (if any) of an individual’s self-employment income
in such year being prorated in an equitable manner under regulations
prescribed by the Secretary,”.

(d) The amendments made by this section shall apply with respect
to taxable years ending after December 1970.

INCREASE OF EARNINGS COUNTED FOR BENEFIT AND TAX PURPOSES

Sec. 6. (a) (1) (A) Section 209(a) (5) of the Social Security Act
is amended by inserting “and prior to 1972” after “1967”.

(B) Section 209(a) of such Act is further amended by adding at
the end thereof the following new paragraphs:

“(6) That part of remuneration which, after remuneration (other
than remuneration referred to in the succeeding subsections of this
section) equal to $9,000 with respect to employment has been paid to
an individual during any calendar vear after 1971 and prior to 1974,
is paid to such individual during any such calendar year;

“(7) That part of remuneration which, after remuneration (other
than remuneration referred to in the succeeding subsections of this
section) equal to the contribution and earnings base (determined under
section 230) with respect to employment paid to an individual during
the calendar year with respect to which such contribution and earnings
base was effective, is paid to such individual during such calendar
year;
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(2) (A) Section 211(b) (1) (E) of such Act is amended by inserting
“and prior to 1972” after “19677, by striking out “; or” and inserting
in lieu thereof ¢; and”. _

(B) Section 211(b) (1) of such Act is further amended by adding
at the end thereof the following new subparagrapbs:

“(F) For any taxable year ending after 1971 and prior to
1974, (i) $9,000, minus (1) the amount of the wages paid to
such individual during the taxable year; and

“(G) For any taxable year ending in any calendar year
after 1973, (i) an amount equal to the contribution and earn-
ings base (as determined under section 230) effective for such
calendar year, minus (i) the amount of the wages to such
individual during such taxable year, or”.

(3) (A) Section 213(a)(2) (ii) of such Act is amended by striking
out “after 1967” and inserting in lieu thereof “after 1967 and before
1972, or $9,000 in the case of a calendar year after 1971 and before
1974, or an amount equal to the contribution and earnings base (as de-
termined nnder section 230) in the case of any calendar year with re-
speet to which such contribution and earnings base was effective”.

(B) Section 213(a) (2) (iii) of such Act is amended by striking out
“after 19677 and inserting in lien thereof “after 1967 and prior to
1972, or $9,000 in the case of a taxable year ending after 1971 and prior
to 1974 or the amount equal to the contribution and earnings base, (as
determined under section 230) in the case of any taxable year ending
in any calendar year after 1973, effective for such calendar year”.

(4) Section 215(e) (1) of such Act is amended by striking out “and
the excess over $7,800 in the case of any calendar year after 1967” and
inserting in lieu thereof “the excess over $7,800 in the case of any calen-
dar year after 1967 and before 1972, the excess over $9,000 in the case of
any calendar year after 1971 and before 1974, and the excess over an
amount equal to the contribution and earnings base (as determined
under section 230) in the case of any calendar year after 1973 with
respect co which such contribution and earnings base was effective”.

(b)Y (1) (\) Section 1402(b) (1) (E) of the Internal Revenue Code
of 1954 (relating to definition of self-employment income) is amended
by inserting “and before 1972” after “1967”, and by striking out *; or”
and inserting in lieu thereof *; and”.

(B) Section 1402(b) (1) of such Code is further amended by adding
at the end thereof the following new subparagraphs:

“(F) for any taxable year ending after 1971 and before 1974,
(1) $9,000, minus (ii) the amount of the wages paid to such in-
dividnal during the taxable year; and

“(G3) for any taxable year ending in any calendar year after
1973, (i) an amount equal to the contribution and earnings base
(as determined under section 230 of the Social Security Act)
effective for such calendar year, minus (ii) the amount of the
wages paid to such individual during such taxable year; or”.

(2) (A) Section 3121(a) (1) of such Code (relating to definition of
wages) is amended by striking out “$7,800” each place it appears and
inserting in lieu thereof “$9,000”.

(B) Lffective with remuneration paid after 1973, section 3121(a)
(1) of such Code is amended by (1) striking out “39,000” each place it
appears and inserting in lieu thereof “the contribution and earnings
base (as determinec under section 230 of the Social Security Act)”, and
(2)striking out “by an employer during any calendar year”, and in-
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serting in lieu thereof “by an employer during the calendar year with
respect to which such contribution and earnings base was effective”.

(3) (A) The second sentence of section 3122 of such Code (relating
to Federal service) is amended by striking out “$7,800” and inserting in
lieu thereof “§9,000”.

(B) Effective with remuneration paid after 1973, the second sentence
of section 3122 of such Code is amended by striking out “$9,000” and
inserting in lieu thereof “the contribution and earnings base”.

(4) (A) Section 3125 of such Code (relating to returns in the case of
governmental employees in Guam, American Samoa, and the District
of Columbia) is amended by striking out “$7,800” where it appears in
subsections (2), (b), and (c) and inserting in lieu thereof “$9,000”.

(B) Effective with remuneration paid after 1973, the second sentence
of section 3125 of such Code is amended by striking out “$9,000” where
it appears in subsections (a), (b), and (c) and inserting in lieu there-
of “the contribution and earnings base”.

(5) Section 6413(c) (1) of such Code (relating to special refunds of
employment taxes) is amended—

(A) by inserting “and prior to the calendar year 1972” after
“after the calendar year 1967,

(B) by inserting after “exceed $7,800” the following: “or (E)
during any calendar year after the calendar year 1971 and prior
to the calendar year 1974, the wages received by him during such
year exceed $9,000, or (¥') during any calendar year after 1973,
the wages received by him during such year exceed the contri-
bution and earnings base (as determined under section 230 of the
Social Security Act) effective with respect to such year,” and

(C) by inserting before the period at the end thereof the fol-
lowing: “and before 1972, or which exceeds the tax with respect
to the first $9,000 of such wages received in such calendar year
after 1971 and before 1974, or which exceeds the tax with respect
to the first amount equal to the contribution and earnings base
(as determined under section 230 of the Social Security Act) of
such wages received in the calendar year after 1973 with respect to
which such contribution and earnings base was effective”.

(6) Section 6413(c) (2) (A) of such Code (relating to refunds of
employment taxes in the case of Federal employees) is amended by—

(A) striking out “or $7,800 for any calendar year after 19677
and inserting In lieu thereof “§7,800 for the calendar year 1968,
1969, 1970 and 1971, or $9,000 for the calendar year 1972 or 1973,
or an amount equal to the contribution and earnings base (as de-
termined under section 230 of the Social Security Act) for any
calendar year after 1973 with respect to which such contribution
and earnings base was effective”.

(¢) The amendments made by subsections (a) (1) and (a) (3) (A),
and the amendments made by subsection (b) (except paragraph (1)
thereof), shall apply only with respect to remuneration paié) after
December 1971. The amendments made by subsections (a) (2),
(a)(3) (B), and (b) (1) shall apply only with respect to taxable years
ending after 1971. The amendment made by subsection (a) (4) shall
apply only with respect to calendar years after 1971.

AUTOMATIC ADJUSTMENT OF EARNINGS BASE
Sec. 7. (a) Title IT of the Social Security Act is amended by add-

ing at the end thereof the following new section :
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“AUTOMATIC ADJUSTMENT OF EARNINGS BASE

“Sgc. 230. (a) On or before October 1 of 1972, and each even-num-
bered year thereafter, the Secretary shall determine and publish in the
Federal Register the contribution and earnings base (as defined in sub-
section (b)) for the two calendar years succeeding the calendar year
following the year in which the determination is made.

“(b) The contribution and earnings base for a particular calendar
year shall be whichever of the following is the larger.

“(1) the product of $9,000 and the ratio of (A) the average
taxable wages of all persons for whom taxable wages were re-
ported to the Secretary for the first calendar quarter of the calen-
dar year in which a determination under subsection (a) is made
for such particular calendar year to (B) the average of the tax-
able wages of all persons for whom taxable wages were reported
to the Secretary for the first calendar quarter of 1971; such prod-
uct, if not a multiple of $600, shall be rounded to the nearest
multiple of $600, or

“(2) the contribution and earnings base for the calendar year
preceding such particular calendar year.”

(b) That part of section 215(a) of the Social Security Act which
precedes the table is amended by striking out “or” at the end of para-
graph (8), by striking out the period at the end of garagraph (4) and
mserting in lieu thereof “or the amount equal to his primary insur-
ance amount upon which such disability insurance benefit is based if
such primary insurance amount was determined under paragraph (5) ;
or”,and by inserting after paragraph (4) the following:

“(5) If such insured individual’s average monthly wage (as
determined under subsection (b)) exceeds $750, the amount equal
to the sum of (A) $54.48 and (B) 28.47 per centum of such aver-
age monthly wage; such sum, if it is not a multiple of $1, shall
be rounded to the nearest multiple of $1.”

(¢) Somuch of section 203 (a) as precedes paragraph (2) is amended
to read as follows:

“Sgo. 203 (a) Whenever the total of monthly benefits to which in-
dividuals are entitled under sections 202 and 223 for a month on the
basis of the wages and self-employment income of an insured individ-
ual exceeds the larger of: (I) the amount appearing in column V of
the table in section 215(a) on the line on which appears in column IV
such insured individual’s primary insurance amount, and (II) the
amount which is equal to the sum of $180.00 and 40 per centum of the
highest average monthly wage (as determined under section 215(b)),
which will produce the primary insurance amount of such individual
(as determined under section 215(a) (5)), such total of monthly bene-
fits to which such individuals are entitled shall be reduced to the larger
amount determined under (I) or (II) above, whichever is applicable;
except that—

“(1) when any such individuals so entitled would (but for the
provisions of section 202 (k) (2) (A)) be entitled to child’s in-
surance benefits on the basis of the wages and self-employment
income of one or more other insured individuals, such total bene-
fits shall not be reduced to less than thelarger of :

“(A) the sum of the maximum amounts of benefits pay-
able on the basis of the wages and self-employment income of
all such insured individuals, but not more than the last
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figure 1n column V of the table appearing in section 215(a),
and

“(B) the amount determined under clause (1I) for the
highest primary insurance amount of any such insured in-
dividual (if such primary insurance amount is determined
under section 215 (a) (15)%.”

(d) (1) Section 201(c) of the Social Security Act is amended by
Inserting before the last sentence the following sentence :

“The report shall further include a recommendation as to the appro-
priateness of the tax rates in sections 1401 (a), 3101(a), and 3111(a)
of the Internal Revenue Code of 1954, which will be in effect for the
following calendar year; this recommendation shall be made in the
light of the need for the estimated income in relationship to the esti-
mated outgo of the Trust Funds during such year.”

(2) Section 1817(b) of such Act is amended by inserting before the
last sentence the following sentence :

“The report shall further include a recommendation as to the appro-
priateness of the tax rates in sections 1401(b), 8101(b), and 3111(b)
of the Internal Revenue Code of 1954, which will be in effect for the
following calendar year; this recommendation shall be made in the
light of the need for the estimated income in relationship to the esti-
mated outgo of the Trust Fund during such year”.

(e) The amendments made by subsections (b) and (c) shall apply
with respect to monthly benefits for months after December 1973 and
with respect to lump-sum death payments under such title in the case
of deaths occurring after 1973,

CHANGES IN TAX SCHEDULES

Sre. 8. (a) (1) Section 1401(a) of the Internal Revenue Code of
1954 (relating to rate of tax on self-employment income for purposes
of old-age, survivors, and disability insurance) is amended by strik-
mg out paragraphs (1), (2), (8), and (4) and inserting in lieu thereof
the following:

“(1) 1 the case of any taxable year beginning after December
31, 1969, and before January 1, 1975, the tax shall be equal to 6.3
percent of the amount of the self-employment income for such
taxable year;

“(2) m the case of any taxable year beginning after December
51, 1974, and before January 1, 1977, the tax shall be equal to 6.9
percent of the amount of the self-employment income for such
taxable year; and

“(3) 1n the case of any taxable year beginning after December
31, 1976, the tax shall be equal to 7.0 percent of the amount of the
self-employment income for such taxable year.”

(2) Section 3101(a) of such Code (relating to rate of tax on em-
ployees for purposes of old-age, survivors, and disability insurance)
1s amended by striking out paragraphs (1), (2), (3), and (4) and m-
sertmg in lieu thereof the following :

“(1) with respect to wages received during the calendar years
1970, 1971, 1972, 1973 and 1974, the rate shal] be 4.9 percent ;

“(2) with respect to wages received during the calendar years
1975 and 1976, the rate shall be 4.6 percent ;

“(8) with respect to wages received during the calendar years
1977,1978, and 1979, the rate shall be 4.8 percent;



29

“(4) with respect to wages received during the calendar years
1980, 1981, 1982, 1983, 1984, 1985, and 1986, the rate shall be 4.9
percent; and

“(5) with respect to wages received after December 31,1986, the
rate shall be 5.0 percent.”

(3) Section 8111(a) of such Code (relating to rate of tax on em-
ployers for purposes of old-age, survivors, and disability insurance)
is amended by striking out paragraphs (1), (2), (3), and (4) and n-
serting in lieu thereof the following :

“(1) with respect to wages paid during the calendar years
1970, 1971, 1972, 1973 and 1974, the rate shall be 4.2 percent;

“(2) with respect to wages paid during the calendar years
1975 and 1976, the rate shall be 4.6 percent;

“(3) with respect to wages paid during the calendar years
1977, 1978, and 1979, the rate shall be 4.8 percent ;

“(4) with respect to wages paid during the calendar years
1980, 1981, 1982, 1983, 1984, 1985, and 1986, the rate shall be 4.9
percent; and

“(5) ‘with respect to wages paid after December 31, 1986, the
rate shall be 5.0 percent.”

(b) (1) Section 1401(b) of such Code (relating to rate of tax on
self-employment income for purposes of hospital insurance) is
amended by striking out paragraphs (1), (2), (3), (4), and (5) and
inserting in lieu thereof the following:

“{1) in the case of any taxable year beginning after December
81, 1969, and before January 1, 1971, the tax shall be equal to 0.60
percent of the amount of the self-employment income for such
taxable year; and

“(2) in the case of any taxable year beginning after Decem-
ber 31, 1970, the tax shall be equal to 0.90 percent of the amount of
the self-employment income for such taxable year.”

(2) Section 3101(b) of such Code (relating to rate of tax on em-
ployees for purposes of hospital insurance) 1s amended by striking
out paragraphs (1), (2), (3), (4), and (5) and inserting in lieu thereof
the following :

“(1) with respect to wages received during the calendar year
1970, the rate shall be 0.60 percent ; and

“(2) with respect to wages received after December 31, 1970,
the rate shall be 0.90 percent.”

(3) Section 3111(b) of such Code (relating to rate of tax on em-
ployers for purposes of hospital insurance) is amended by striking out
paragraphs (1). (2), (3), (4), and (5) and inserting in lieu thereof
the following:

“(1) with respect to wages paid during the calendar year 1970,
the rate shall be 0.60 percent ; and

“(2) with respect to wages paid after December 31, 1970, the
rate shall be 0.90 percent.”

(¢) The amendments made by subsections (a) (1) and (b) (1) shall
apply only with respect to taxable years beginning after December 31,
1969. The remaining amendments made by this section shall apply only
with respect to remuneration paid after December 31, 1969.

35-220—69——3
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AGE-62 COMPUTATION POINT FOR MEN

Skc. 9. (a) Section 214(a) (1) of the Social Security Act is amended
by striking out “before—” and by striking out all of subparagraphs
(A), (B), and (C) and by inserting in lieu thereof “before the year
in which he died or (if earlier) the year in which he attamed age 62,”.

(b) Section 215(b) (3) of such Act is amended by striking out “be-
fore—" and all of subparagraphs (A), (B), and (C) and by inserting
in lieu thereof “before the year in which he died or, if 1t occurred
earlier but after 1960, the year in which he attained age 62.7.

(¢} Section 215(f) of such Act is amended by striking out para-
graph (5) and inserting in lieu thereof the following :

“(5) In the case of an individual who is entitled to monthly benefits
for a month after December 1970, on the basis of the wages and self-
employment income of an insured individual who prior to January
1971 became entitled to benefits under section 202(a), became entitled
to benefits under section 223 after the year in which he attained age
62, or died in a year after the year in which he attained age 62, the
Secretary shall, notwithstanding aragraphs (1) and (2), recompute
the primary insurance amount of such insured individual. Such re-
computation shall be made under whichever of the following alterna-
tive computation methods yields the higher primary insurance
amount :

“(A) the computation methods of this section, as amended by
the Social Security Amendments of 1969, which would be appl-
cable in the case of an insured individual who attained age 62
after December 1970, or

“(B) under the provisions in subparagraph (A) (but without
regard to the limitation, ‘but after 1960’ contained in paragraph
(3) of subsection (b)), except that for any such recomputation,
when the number of an individual’s benefit computation vears 1s
less than 5, his average monthly wage shall, if it is in excess of
$400, be reduced to such amount.”

(d) Section 223(a) (2) of such Act is amended by—

(1) striking out (if a woman) or age 63 (1f a man) ™,

(2) striking out “in the case of a woman” and inserting in lieu
thereof “in the case of an individual”, and

(3) striking out “she” and inserting in lieu thereof “he".

(e) Section 223(c) (1) (A) isamended by striking out  (if a woman)
orage 65 (if aman)”.

(f) The amendments made by the preceding subsections of this sec-
tion shall apply with respect to monthly benefits under title IT of the
Social Security Act for months after December 1970 and with respect.
to lump-sum death payments made in the case of an insured individ-
ual who died after such month.

(2) Sections 209(i), 216(i) (8) (A), and 213(a) (2) of the Social
Secnri)t-},7 Act are amended by striking out “(if a woman) or age 65 (if
aman)®.

ENTITLEMENT TO CIILD S INSURANCE BENEFITS BASED ON DISABILITY
WIICH BEGAN BETWEEN 18 AND 22

Sec. 10. (a) Clause (ii) of section 202(d) (1) (B) of the Social
Security Act is amended by striking out “which began before he
attained the age of 18” and inserting in lieu thereof “which began
before he attained the age of 22"
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(b) Subparagraphs (F) and (G) of section 202(d) (1) of such Act

are amended to read as follows:
“(F) if such child was not under a disability (as so defined) at
the time he attained the age of 18, the earlier of—
“(i) the first month during no part of which he is a full-
time student, or
“(i1) the month in which he attains the age of 22,
but only if he was not under a disability (as so defined) in such
earlier month ; or
“(G) if such child was under a disability (as so defined) at
the time he attained the age of 18, or if he was not under a dis-
ability (as so defined) at such time but was under a disability
(as so defined) at or prior to the time he attained (or would at-
tain) the age of 22, the third month following the month in
which he ceases to be under such disability or (if later) the
earlier of—
“(1) the first month during no part of which he is a full-
time student, or
“(i1) the month in which he attains the age of 22,
but only if he was not under a disability (as so defined) in such
earlier month.”

(c) Section 202(d) (1) of such Act is further amended by adding at
the end thereof the following new sentence: “No payment under this
paragraph may be made to a child who would not meet the definition
of disability in section 223(d) except for paragraph (1) (B) thereof
for any month in which he engages in substantial gamful activity.”

(d) Paragraph (6) of section 202(d) is amended by striking out
“in which he 1s a full-time student and has not attained the age of 22"
and all that follows and inserting in lieu thereof “in which he—

“(A) (1) is a full-time student or (ii) is under a disability (as
defined in section 223(d) ), and
“(B) had not attained the age of 22,
but only if he has filed application for such reentitlement. Such re-
entitlement shall end with the month preceding whichever of the fol-
lowing first occurs:
“(C) the first month in which an event specified in paragraph
(1) (D)-occurs; or
“(D) the earlier of (1) the first month during no part of
which he is a full-time student or (it) the month in which he
attains the age of 22, but only if he is not under a disability
(as so defined) in such earlier month ; or
“(E) if he was under a disability (as so defined), the third
month following the month in which he ceases to be under such
disability or (if later) the eavlier of—
“(1) the first month during no part of which he is a full-
time student, or
“(i1) the month in which he attains the age of 22.”

(e) Section 202(s) of such Act is amended—

(1) by striking out “before he atained such age” in paragraph
(1), anc}i inserting in lieu thereof “before he attained the age of
2275 an

(2) by striking out “before such child-attained the age of 18”
in paragraphs (2) and (3) and inserting in lieu thereof “be-
fore such child attained the age of 22”.
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(f) The amendments made by this section shall apply only with
respect to monthly insurance benefits payable under section 202 of
the Social Security Act for months after December 1970, except that
in the case of an individual who was not entitled to a monthly benefit
under such section for December 1970, such amendments shall ap-
ply only on the basis of an application filed after September 30, 1970.

ALLOCATION TO DISABILITY INSURANCE TRUST FUND

Sec. 11. (a) Section 201(b)(1) of the Social Security Act is
amended by—

1) striking out “and” at the end of clause (B) ;

2) striking out “1967, and so reported,” and inserting in lieu
thereof the following: “1967, and before January 1, 1970, and
so reported, and (D) 1.05 per centum of the wages (as so de-
fined) paid after December 31, 1969, and so reported ,”.

(b) Section 201 (b) (2) of such Act is amended by—
(1) striking out “and” at the end of clause (B);
(2; striking out “1967,” and inserting in lieu thereof the fol-
lowing : “1967, and before January 1, 1970, and (D) 0.7875 of 1
per centum of the amount of self-employment income (as so
defined) so reported for any taxable year beginning after De-
cember 31, 1969,”.

WAGE CREDITS FOR MEMBERS OF THE UNIFORMED SERVICES

Skc. 12. (a) Subsection 229(a) of such Act is amended by—

(1) striking out “after December 1967,” and inserting in lieu
thereof “after December 1970”;

(2) striking out “after 1967” and inserting in lieu thereof
“after 1956”; and

(3) striking out all of paragraphs (1), (2), and (3), and in-
serting in lieu thereof “$300”.

(b) The amendments made by subsection (a) shall apply with
respect to monthly benefits payable under title IT of the Social Secu-
rity Act for months after December 1970, and with respect to lump-
sum death payments in the case of deaths occurring after December
1970, except that, in the case of any individual who is entitled, on the
basis of the wages and self-employment income of any individual to
whom section 229 applies, to monthly benefits under title II of such
Act for December 1970, such amendments shall apply (A) only if an
application for recomputation by reason of such amendments is filed
by such individual, or any other individual, entitled to benefits under
such title II on the basis of such wages and self-employment income,
and (B) only with respect to such benefits for months after whichever
of the following is later: December 1970 or the twelfth month before
the month in which such application was filed. Recomputations of ben-
efits as required to carry out the provisions of this paragraph shall be
made notwithstanding the provisions of section 215(f) (1) of the So-
cial Security Act; but no such recomputation shall be regarded as a
recomputation for purposes of section 215 (f) of such Act.

®
PARENT’S INSURANCE BENEFITS IN CASE OF RETIRED OR DISABLLD WORKER

Skc. 18. (a) Paragraphs (1) and (2) of section 202(h) of the So-
cial Security Act are amended to read as follows:
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“(1) Every parent (as defined in this subsection) of an individual
entitled to old-age or disability insurance benefits, or of an individual
who died a fully insured Individual, 1f such parent—

“(A) has attained age 62,

“(B) was receiving at least one-half of his support, as deter-
mined in accordance with regulations prescribed by the Secretary,
from such individual— ‘

“(i) if such individual is entitled to old-age or disability
insurance benefits, at the time he became entitled to such
benefits,

“(i1) if such individual has died, at the time of such death,
or

“(iil) if such individual had a period of disability which
continued until he became entitled to old-age or disability
insurance benefits, or (if he had died) until the month of his
death, at the beginning of such period of disability,

and has filed proof of such support within two years after the
month in which such individual filed application with respect to
such period of disability, became entitled to such benefits, or died,
as the case may be,

«(C) is not entitled to old-age or disability insurance benefits,
or is entitled to such benefits, each of which is (i) less than 50
percent of the primary insurance amount of such individual if
such individual is entitled to old-age or disability insurance bene-
fits, or (i) less than 8214 percent of the primary insurance
amount of such individual 1f such individual is deceased, and if
the amount of the parent’s insurance benefit for such month is
determinable under paragraph (2)(A) (or 75 percent of such
primary insurance amount 1n any other case),

“(D) has not married since the time with respect to which the
Secretary determines, under subparagraph (B) of this paragraph,
that such parent was receiving at least one-half of his support
from such individual, and

“(I) has filed application for parent’s insurance benefits,

shall be entitled to a parent’s insurance benefit for each month, be-
ginning with the first month in which such parent becomes so entitled
fo such parent’s insurance benefits and ending with the month preced-
ing the first month in which any of the following occurs—

“(F) such parent dies or marries, or

“(G) (i) if such individual is entitled to old-age or disability
insurance benefits, such parent becomes entitled to an old-age or
disability insurance benefit based on a primary insurance amount
which is equal to or exceeds one-half of the primary insurance
amount of such individual, or (ii) if such individual has died,
such parent becomes entitled to an old-age or disability insurance
benefit which is equal to or exceeds 8214 percent of the primary
insurance amount of such deceased individual if the amount of
the parent’s insurance benefit for such month is determinable un-
der paragraph (2) (A) (or 75 percent of such primary insurance
amount in any other case), or

“(H) such individual, 1f living, is not entitled to disability in-
surance benefits and is not entitled to old-age insurance benefits.

“(2) (A) Except as provided in subparagraphs (B) and (C), such
parent’s insurance benefit for each month shall be equal to—



34

(1) if the individual on the basis of whose wages and self-em-
ployment income the parent is entitled to such benefit has not
died prior to the end of such month, one-half of the primary in-
surance amount of such individual for such month, or

“(1i) 1f such individual has died in or prior to such month,
8214 percent of the primary insurance amount of such deceased
individual ;

“(B) For any month for which more than one parent is entitled to
parent’s insurance benefits on the basis of the wages and self-employ-
ment income of an individual who died in or prior to such montl, such
benefit for each such parent for such month shall (except as provided
in subparagraph (C)) be equal to 75 percent of the primary insurance
amount of such deceased individual;

“(C) Inany case in which—

“(1) any parent is entitled to a parent’s insurance bencfit for a
month on the basis of the wages and self-employment income of
an individual who died in or prior to such month, and

“(11) another parent of such deceased individual is entitled to
a parent’s insurance benefit for such month on the basis of such
wages and self-employment income, and on the basis of an appli-
cation filed after such month and after the month in which the
application for the parent’s insurance benefits referred to in clause
(1) was filed,

the amount of the parent’s insurance benefit of the parent referred to
in clause (i) for the month referred to in such clause shall be deter-
mined under subparagraph (A) instead of subparagraph (B) and
amount of the parent’s insurance beuefit of the parent referred to in
clause (1i) for such month shall be equal to 150 percent of the primary
insurance amount of such individual minus the amount (before the
application of section 203(a)) of the benefit for such month of the
parent referred to in clause (i).

(b) Section 202(q) of such Act is amended by—

(1) inserting in paragraph (1) after “hushaund’s,” the follow-
ing: “parent’s,” and by striking out in such paragraph (1) “or
husband’s” and inserting in lieu thereof “ husband’s, or parent’s”;

(2) inserting in paragraph (3) after “husband’s,” wherever it
appears the following: “parent’s” and by striking out in such
paragraph (3) “or husband’s” wherever if appears and inserting
in lieu thereof “husband’s, or parent’s”;

(3) inserting in paragraph (6) after “husband’s,” wherever it
appears the following: “parent’s,”; and by striking out in such
paragraph (6) “or husband’s” wherever it appears and inserting
In lieu thereof “husband’s, or parent’s”;

(4) inserting in paragraph (7) after “husband’s,” the follow-
Ing: “parent’s,” and by striking out “or husband’s” and Inserting
in lieu thereof “husband’s, or parent’s”; and

(5) adding at the end thereof the following new paragraph :

“(10) For purposes of this subsection, ‘parent’s insurance benefits’
means benefits payable under this section to a parent on the basis of the
wages and self-employment income of an individual entitled to old-age
insurance benefits or disability insurance benefits.”

(¢) Section 202(r) of such Act is amended—

(1) by striking out “or Husband’s” in the heading and inserting
inlieu thereof, “Husband’s, or Parent’s 75 and
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(2) by striking out “or husband’s” each time it appears in
paragraphs (1) and (2) and inserting in lieu thereof, “husband’s,
or parent’s”.

(d) Section 203(d) (1) of such Act is amended by striking out “or
child’s” whereever it appears and inserting in lieu thereof “child’s, or
parent’s” and by striking out “or child” and inserting in lieu thereo
“child, or parent”. :

(e) Subparagraph (C) of section 202(q) (7) of such Act is
amended—

(1) by striking out “wife’s or husband’s insurance benefits” and
inserting in leu thereof “wife’s, husband’s, or parent’s insurance
benefits”, and

(2) by striking out “the spouse” and inserting in lieu thereof
“the mdividual”.

(f) Section 222(b) (3) of such Act is amended—

(1) by striking out “husband’s, or child’s” wherever it appears
and inserting in lieu thereof “husband’s, parent’s, or child’s”, and

(2) by striking out “husband, or child” and inserting in lieu
thereof “husband, parent, or child”.

(g) Where—

(1) one or more persons were entitled (without the application
of section 202(j) (1) of the Social Security Act) to monthly bene-
fits under section 202 or 223 of such Act for December 1970 on the
basis of the wages and self-employment income of an individ-
ual, and

(2) one or more persons are entitled to monthly benefits for
January 1971 solely by reason of this section on the basis of such
wages and self-employment income, and

(3) the total of benefits to which all persons are entitled under
such section 202 or 223 on the basis of such wages and self-employ-
ment income for January 1971 is reduced by reason of section
203 (a) of such Act, as amended by this Act (or would, but for the
penultimate sentence of such section 203(a), be so reduced), then
the amount of the benefit to which each person referred to in
paragraph (1) of the subsection is entitled for months after De-
cember 1970 shall be increased, after the application of such sec-
tion 203 (a), to the amount it would have been if the person or per-
sons referred to in paragraph (2) were not entitled to a benefit
referred to in such paragraph (2).

(h) The amendments made by this section shall apply only with
respect to monthly insurance benefits payable under Section 202 of the
Social Security Act for months after December 1970 and only on the
basis of an application filed after September 30, 1970.

(i) The requirement in section 202(h) (1) (13) of the Social Se-
curity Act that proof of support be filed within two years after a speci-
fied date in order to establish eligibility for parent’s insurance benefits
shall, insofar as such requirement applies to cases where applications
under such subsection are filed by parents on the basis of the wages
and self-employment income of an individual entitled to old-age or
disability insurance benefits, not apply if such proof of support is filed
within two years after the date of enactment of this Act.

INCREASED WIDOW'S AND WIDOWER'S INSURANCE BENEFITS

Skc. 14. (a) Subsection (e) of section 202 of the Social Security
Act is amended as follows:
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(1) Paragraphs (1) and (2) of such subsection are amended by
striking out “82Y; per cent of” wherever it appears. '

(2) Paragraph (5) of such subsection is amended by striking out
“60” and inserting in lieu thereof “65.”

(b) Subsection (f) of section 202 of such Act is amended as follows:

(1) Paragraphs (1) and (3) of such subsection are amended by
striking out 821, percent of” wherever it appears. ‘

(2) Paragraph (6) of such subsection 15 amended by striking out
“62” and inserting in lieu thereof “65.”

(c) (1) The last sentence of subsection (c) of section 203 of such
Act is amended by striking out all that follows the semicolon and
inserting in lieu thereof the following: “nor shall any deduction be
made under this subsection from any widow’s insurance benefit for
any month i which the widow or surviving divorced wife is entitled
and has not attained age 65 (but only if she became so entitled prior
to attaining age 60), or from any widower’s insurance benefit for
any month in which the widower is entitled and has not attained age
65 (but only if he became so entitled prior to attaining age 62).”.

(2) Subparagraph (D) of section 203(£) (1) of such Act is amended
to read as follows:

“(D) for which individual is entitled to widow’s insurance
benefits and has not attained age 65 (but only if she became so
entitled prior to attaining age 60), or widower’s insurance benefits
and has not attained age 65 (but only if he became so entitled prior
to attaining age 62), or”.

(d) Subsection (q) of section 202 of such Act, as amended by this
Act, 15 further amended as follows :

(1) That part of paragraph (1) of such subsection which precedes
Subpamgrapﬁ (C) isamended to read as follows:

“(q) (1) If the first month for which an individual is entitled to
an old-age, wife’s, husband’s, parent’s, widow’s, or widower’s insurance
benefit is a month before the month in which such individual attains
retirement age, the amount of such benefit for each month shall, sub-
Ject to the succeeding paragraphs of this subsection, be reduced—

“(A) for each month of such entitlement within the 36-month
period immediately preceding the month in which such individual
attains retirement age, by

“(1) 5/9 of 1 percent of such amount if such benefit is an
old-age insurance benefit, 25/36 of 1 percent of such amount
if such benefit is a wife’s, husband’s, or parent’s insurance
benefit, or 35/72 of 1 percent of such amount if such benefit
15 a widow’s or widower’s insurance benefit, multiplied by

“(i1) the number of such months in ( I) the reduction pe-
riod for such benefit. (determined under paragraph (6) (Ag)),
if such benefit is for a month before the month in which
such individual attains retirement age, or (II) the adjusted
reduction period for such benefit (determined under para-
graph (7)), if such benefit is for the month in which such
mdividual attains retirement age or for any month there-
after, and—

“(B) for each month of the 24-month period for which a
wido, or widower, is entitled to a widow’s or widower’s insur-
ance benefit immediately preceding the month in which such
mdividual attains age 62, the amount of such individual's widow’s
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or widower’s benefit as reduced under subparagraph (A) shall
be further reduced by— o
“(i) 54 of 1 percent of such reduced benefit, multiplied

“(ii) the number of such months in (I) the reduction
period for such benefit, if such benefit is for a month before
the month in which such individual attains age 62, or (I1) the
adjusted reduction period for such benefit (determined un-
der paragraph (7)), if such benefit is for the month in which
such individual attains retirement age or for any month
thereafter. .

“A widow’s or widower’s insurance benefit reduced pursuant to the
preceding sentence shall be further reduced by—". .

(2) Paragraph (2) of such subsection is amended by striking out
“paragmphsd(l) and (4)” and inserting in lieu thereof “paragraphs
(1), (3), and (4)”. :

(3) Pnragrag)h (3) of such subsection is amended by—

(A) striking out subparagraph (F), and

(B) redesignating su%paragraph (G) as subparagraph (F),
striking out of such subparagraph “(swhen such first month occurs
before the month in which such individual attains the age of
62)”, and striking out “age 62” and inserting in lieu thereof
“age 657

(4) Paragraph (9) of such subsection is amended to read as
follows:

“(9) For purposes of this subsection, the term ‘retirement age’
means age 65.”.

(e) Subsection (r) of section 202 of such Act, as amended by this
Act,1s further amended as follows:

(1) by striking out “Husband’s, or Parent’s” in the heading
and inserting in lieu thereof “Husband’s, Parent’s, Widow’s, or
Widower’s”; and

(2) by striking out “husband’s, or parent’s” each time it ap-
pears in paragraphs (1) and (2) and inserting in lieu thereof
“husband’s, parent’s, widows, or widower’s.”.

(£f) In the case of an individual who is entitled (without the appli-
cation of section 202(j) (1) and 223(b)) to widow’s or widower’s
insurance benefits for the month of December 1970, if such indi-
vidual's entitlement to such benefits began with a month after the
month he attained age 62, the Secretary shall redetermine the amount
of such benefits under the provisions of this section as if these pro-
visions had been in effect for the first month of such individual’s
entitlement to such benefits.

(g) The amendments made by this section shall be effective for
monthly benefits for months after December 1970.



COST ESTIMATES

SEPTEMBER 25, 1969.
Memorandum.
To: Mr. Robert M. Ball, Commissioner of Social Security.
From: Robert J. Myers, Chief Actuary.
Subject : Summary results of new cost estimates for present OASDI
and HI systems and for President’s proposal.

This memorandum will summarize the results of the new cost esti-
mates for the old-age, survivors, and disability insurance system that
have just now been completed. At the same time, it is essential that
the current actuarial situation of the Hospital Insurance system should
be considered simultaneounsly. Although the revision of the HI cost
estimates has not yet been completed, preliminary estimates have been
made, and these should be close to the final results that will be pro-
dnced subsequently. Information will also be presented as to the cost
aspects of the proposal just made by President Nixon.

It will be recalled that the cost estimates for the OASDI system
which were contained in the 1969 Trustees Report showed a positive
long-range actuarial balance (that is, a financial surplus) of 53 per-
cent of taxable payroll. The new cost estimates show that this positive
balance is increased to 1.16 percent of taxable payroll. The principal
reasons for this change, and the amount that each contributes to the
increase of .63 percent of taxable payroll in the financial surplus,
are as follows:

(1) The use of a higher earnings-level assumption (namely,
1969 earnings as against 1968 earnings)—.22 percent of taxable
payroll.

(2) The use of a higher interest-rate assumption (namely, 43
percent as against 41, percent)—.11 percent of taxable payroll.

(3) The use of higher labor-force participation rates for both
men and women (based on recent actual experience), which,
because of the weighted benefit formula and the provision pre-
venting, in essence, receipt. of benefits on more than one earnings
record, results in a greater increase in estimated income than
in estimated outgo—.23 percent of taxable payroll.

(4) Update of other factors—.07 percent of taxable payroll.

Now, turning to the cost estimates for the HI system, it will be
recalled that the estimates contained in the 1969 Trustees Report
showed a negative long-range actuarial balance (that is, a financial
deficit) of .29 percent of taxable payroll. The preliminary new cost
estimates show that this negative balance has become larger—namely,
—.77 percent of taxable payroll. The principal reasons for this change
are as follows:

(1) The use of higher hospital utilization rates as the initial
1969 base and the introduction of an assumption that these rates
will increase gradually over the next decade (at an average an-
nual rate of about 1 percent), both of which assumptions are

(38)
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based on an extensive analysis of recent operating experience.

(2) The use of higher assumed increases in hospital per diem
costs than previously assumed (namely, 15 percent for 1969,
14 percent for 1970, 13 percent for 1971, grading down to 4 per-
cent after 1977, as compared with the previous assumption of
12 percent for 1969, 9 percent for 1970, 714 percent for 1971,
grading down to 314 percent after 1974), which assumption is
based on analysis and projection of recent operating and other
experience.

Offsetting slightly the foregoing increased-cost assumptions for the
HI cost estimates are several other changed assumptions, including
the following:

(1) The use of a higher interest rate (namely, 5 percent as
against, 414 percent). .

(2) A reduction m the estimated cost of the extended care fa-
cility benefits (since the previous estimate seems to have included
the assumption of too rapid an increase in the utilization of such
benefits).

(8) As in the OASDI estimates, higher labor-force participa-
tion rates and a higher initial payroll-tax base and higher as-
sumed increases in future earnings levels (for example, ultimately,
4 percent per year as against 314 percent used previously).

Finally, I might point out that an increase in the taxable earnings
base from the present $7.800 per year would have a favorable effect
on the financing of both the OASDI and HI systems. For example, a
change to $9,000 would increase the positive actuarial balance of the
OASDI system by .23 percent, of taxable payroll and would decrease
the negative actuarial balance of the HI system of .17 percent of tax-
able payroll.

President Nixon has proposed that the benefit provisions of the
OASDI system should be changed in the following manner:

(1) An across-the-board benefit increase of 10 percent.

(2) A modification of the retirement test, so that the annual
exempt amount would be increased from $1,680 to $1,800, and the
“31 for $2” reduction would apply to all earnings in excess of the
annual exempt amount (instead of only to the first $1,200 above
the normal exempt amount, as in present law).

(3) Payment of dependent parent’s benefits with respect to
old-age beneficiaries and disability beneficiaries.

(4) Increase from age 18 to age 22 the limit before which adult
children must have been disabled in order to receive child’s
benefits.

(5) Modify the retirement test as it applies to the year of at-
tainment of age 72, so that earnings in and after the month of
attainment are not counted against the annual test.

(6) Have an age-62 computation point for men, instead of
age 653 (that is, having the same point for men that women have
under present law).

(7) Pay widow’s benefits of 100 percent of the PIA when first
payable at or after age 65, graded down to 8214 percent when first
claimed at age 62.
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(8) Increase in the taxable earnings base from $7,800 to $9,000,
effective for 1972; thereafter, automatic adjustment of the earn-
ings base in accordance with changes in the level of wages in
covered employment.

(9) Automatic adjustment of the OASDI benefits in accord-
ance with changes in the cost of living and automatic adjustment
of the annual exempt amount of the retirement test in accordance
with changes in the level of wages in covered employment; inso-
far as the OASDI system is concerned, the cost of these benefit
changes would be financed by the automatic adjustment of the
earnings base, while insofar as the HI system is concerned, the
additional financing due to the automatic adjustment of the earn-
ings base would have a significant effect on 1ts actuarial status.

(10) Changes in the contribution schedules, as shown in table I.

Under the President’s proposal, the long-range actuarial balance of
the OASDI system is estimated to be —.09 percent of taxable payroll,
while the corresponding figure for the HI program is -+.06 percent of
taxable payroll. Both of these relatively small balances are within the
limits generally acceptable, and so the proposal is in actuarial balance.

Table 2 shows the progress of the combined OAST and DI trust
funds and of the HI trust fund for fiscal years 1970-73 under present
law. Table 8 gives similar data for the President’s proposal.

RoBerT J. MyTRS.

TABLE 1.—COMPARISON OF PRESENT AND PROPOSED CONTRIBUTION SCHEDULES

{In percent]
Combined employer-employ Self-employed
Period Present Proposed Present Proposed
OASDI rate:
1970 8.4 8.4 6.3 6.3
9.2 8.4 6.9 6.3
10.0 8.4 7.0 6.3
10.0 9.2 7.0 6.9
10.0 9.6 7.0 7.0
10.0 9.8 7.0 7.0
10.0 10.0 7.0 7.0
1.2 1.2 .6 .6
1.2 1.8 .6 .9
1.3 1.8 .65 .9
1.2 1.8 N .8
1.4 1.8 .7 .9
16 1.8 .8 .9
L8 1.8 .9 .9
9.6 9.6 6.9 6.9
10.4 10.2 7.5 7.2
1.3 10.2 7.65 7.2
11.3 11.0 7.65 7.8
11.4 1.0 7.7 7.8
1.4 114 7.7 7.9
116 11.6 7.8 7.9
1.8 1.8 7.9 7.9
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TABLE 2.—ESTIMATED SHORT-RANGE PROGRESS OF TRUST FUNDS UNDER PRESENT LAW

[in billions]
_Contribu-  Other Benefit Other Fund at end
Fiscal year tion income income ! outgo outgo 2 Net income of year
OASDI trust funds:
1970 - $33.4 $1.8 $21.3 $L.2 $6.8 $38.7
36.3 2.3 28.4 1.2 8.9 47.6
40.3 2.8 29.6 1.2 12.3 59.9
43.9 3.5 30.7 1.3 15.4 75.3
4.7 .8 5.2 .1 .2 2.2
4.9 1.0 6.2 .1 -5 1.7
5.2 .8 1.3 .1 -L5 .2
5.6 .7 8.5 .1 —2.2 L

t Interest income, payments from ganeral fund for noninsured persons and military service wage credits, and (for HI)

payments from railroad retirement system.

2 Administrative expenses and (for OASDI) payments to railroad retirement system.

TABLE 3.—ESTIMATED SHORT-RANGE PROGRESS OF TRUST FUNDS UNDER PROPOSAL

{tn biltions]
Contribu- Other Benefit Other Fund at end
Fiscal year tion income income ! outgo outgo ¢ Net income of year
$33.4 $1.8 $28.0 $1.2 $6.1 $38.0
34.7 2.1 31.6 1.3 3.9 41.9
37.0 2.3 34.0 1.4 3.9 45.7
40.8 2.6 35.2 1.4 6.8 52.6
4.7 .8 5.2 .1 .2 2.2
6.0 1.1 6.2 .1 7 2.9
7.8 .9 7.3 .1 1.2 4.2
8.6 1.0 8.5 .1 1.0 5.2

t Interest income, payments from general fund for noninsured persons and military service wage credits, and (for HI)

payments from railroad retirement system.

2 Administrative expenses and (for OASDI) payments to railroad retirement system.
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The family assistance plan is a revolutionary effort to reform a
welfare system in crisis. With this program and the administration’s
proposed food stamp plan, the Federal Government launches a new
strategy—an income strategy—to deal with our most critical domestic
probiems. For those among the poor who can become self-supporting,
this strategy offers an avenue to greater income through expanded
work incentives, training, and employment opportunities. For those
who cannot work, there is a more adequate level of Federal support.

If the family assistance and food stamp proposals are enacted, we
will have reduced the poverty gap in this country by some 59 percent.
In other words, these two programs taken together will cut by almost
60 percent the difference between the total income of all poor Amer-
icans and the total amount they would have to earn in order to rise
out of poverty. In one particular category of the poor, that of couples
over 65 years of age, the family assistance plan will in fact raise
recipients’ incomes above the poverty line altogether. This income
strategy includes an administration proposal for a 10-percent increase
in social security benefits, coupled with an automatic cost of living
escalator. This is a real war on poverty and not just a skirmish.

I. THE FAILURE OF WELFARE

In August 8 the President addressed the Nation and called the
present welfare system a failure. He said :

“Whether measured by the anguish of the poor themselves, or by
the drastically mounting burden on the taxpayer, the present welfare
system has to be judged a colossal failure, * * *

“What began on a small scale in the depression 1930’s has become
a huge monster in the prosperous 1960%. And the tragedy is not only
that it is bringing States and cities to the brink of financial disaster,
but also that 1t is failing to meet the elementary human, social, and
financial needs of the poor.”

The failure of the system is most evident in the recent increases in
welfare costs and caseloads. In this decade alone, total costs for the
four federally aided welfare programs have more than doubled, to a
level now of about $6 billion.

In the aid for families with dependent children program (AFDC),
costs have more than tripled since 1960 (to about $4 billion at the
present time) and the number of recipients has more than doubled
(to some 6.2 million persons). Even more disturbing is the fact that
the proportion of persons on AFDC is growing. In the 15 vears
smce 1955, the proportion of children receiving assistance has dou-
bled—from 30 children per 1,000 to about 60 per 1,000 at present.

(42)
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Prospects for the future show no likelihood for relief from the
present upward spiral. By conservative estimates, AFDC costs will
double again by fiscal year 1975, and caseloads will increase by 50
to 60 percent. Yet, the great irony is that despite these crushing costs,
benefits remain below adequate levels in most States.

Moreover, the present AFDC program is built to fail. It embodies a
.set of inequities which help to cause its own destruction. First, it is
characterized by unjustifiable discrepancies as between regions of the
country. With no national standards for benefit levels and eligibility
practices, AFDC payments now vary from an average of $39 per
month for a family of four in Mississippi to $263 for such a family in
New Jersey.

Second, 1t is inequitable in its treatment of male-headed famihes as
opposed to those headed by a female. In no State is a male-headed fam-
ily, where the mother is also inthe home and the father is working full
time for poverty wages, eligible for AFDC. In half the States, even
families headed by unemployed males are still not eligible under the
AFDC-UF program. On the other hand, families in poverty headed
by women working full or part time are almost universally covered.
The result of this unfortunate discrimination is the creation of a power-
ful economic incentive for the father to leave home so that the State
may better support his family than he can. For example, if a father
employed full time in a low wage job is able to earn only $2,000 per
vear, and welfare in the State would pay a fatherless family $3,000
per year, his wife and children are financially 50 percent better off if
he leaves home. And this financial incentive has taken its toll. In 1940,
only 30 percent of the families on AFDC had absent fathers, but today
the figure stands at over 70 percent.

Third, AFDC imposes inequities between those who work and those
who do not. Because families in poverty headed by working men are
not, covered, it is easily possible for such a working family to be less
well off than the welfare family. And what could be more debilitating
to the motivation to work to see the opportunity for one’s family to be
better off on welfare? Moreover, the present system further undercuts
the incentive to work by reducing welfare payments too rapidly and by
too much as the head of the household begins to work.

Il. THE FAMILY ASSISTANCE PLAN

This administration began its formal inquiries into welfare reform
even before the inauguration. From the report of the transition task
force on welfare to the present time, a number of reform proposals have
been considered. The final result reflects the best efforts of many dif-
ferent people in and out of government and in different Federal
agencies.

This analysis led us to the conclusion that revolutionary structural
reform in the system is required. The first priority of the family assist-
ance plan has been to remove, or at least minimize the inequities of
present welfare policies. It is designed to strengthen family life and
incentives for employment. This strategy may not pay off immediately,
but unless this investment is made now, fundamental reform will be
even more expensive in the future.

The family assistance plan provides fiscal relief for hard-pressed
States and at the same time raises benefit levels for recipients in those
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areas where they are lowest. Of the $2.9 billion made available in new
funds under the plan for benefits to families and to aged, blind and
disabled adults, an estimated $700 million will have the effect of pro-
viding fiscal relief for the States and about $300 million will be for
benefit increases for present recipients. But these goals, it must be said,
cannot be our first priority at the present time. There are others who
would invest more of our available resources in benefit increases or in
a federalization of the program designed to provide maximum fiscal
relief to the States. These are not easy priorities to weigh and
balance, but we have concluded that—while those other approaches
might be politically more popular in many respects—they only pour
more Federal money into a system doomed to failure. The system must
be changed, not just its payment levels or the division of labor be-
tween the Federal and State governments within it.

The technical operation of the family assistance plan is described in
the attached summary. This memorandum will review its major
purposes.

First, it combines powerful work requirements and work incen-
tives for employable recipients. By including the working poor—
families in poverty headed by men working full time—the new plan
much reduces and in many cases eliminates the inequity of treatment
between those who work and those who do not. Second, by making it
possible for a family to earn $60 per month without any reduction of
benefits, a recipient will have a strong financial incentive to enter
employment and will be able to recoup his expenses of going to work
without a drop in total income. Third, the program includes a strong
work requirement : those able-bodied persons who refuse a training or
suitable job opportunity lose their benefits. For this reason, the pro-
gram is not a guaranteed annual income. It does not guarautee bene-
fits to persons regardless of their attitudes; its support is reserved to
those who are willing to support themselves. The work requirement is
made effective by a new obligation of work registration. In order to be
eligible for benefits, applicants must first register with their employ-
ment service office so that training and job opportunities can be effi-
ciently communicated to them. Mothers with children under 6 are,
however, exempted from this requirement of work and work regis-
tration and may elect to stay at home with their children without any
loss in benefits.

Second, the family assistance plan treats male and female-headed
families equally. All families with children, whether headed by a male
or female, will receive benefits if family income and resources are
below the national eligibility levels. From this structural change in
coverage flows one of the key advantages of the program in terms
of family stability. No longer would an unemployed father have to
leave the home for his family to qualify for benefits. In fact, the
family is better off with him at home since its benefits are increased
by his presence. And for employed men, the system greatly reduces
and in some cases reverses the financial incentive to desert. In the
example cited above of the father earning $2,000 in a State where his
family would receive $3,000 on welfare, the family assistance plan
would su%p‘le;nent his wages by $960, giving the family $2,960 in
;lncome and eliminating the financial incentive for the father to leave

ome.
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Third, the Erogram establishes a national minimum payment and
national eligibility standards and methods of administration. For a
dependent family of four, the Federal benefit floor will be $1,600 per
year. When benefits under the President’s food stamp proposal are
also taken into account, the assistance package for such a family is
about $2,350 per year, or more than two-thirds of the poverty line as it
has been’ most recently redefined. This is not, of course, a sufficient
amount to sustain an adequate level of life for those who have no
other income; it is, nevertheless, a substantial improvement and can
be made more adequate as budget conditions permit. As a result of the
establishment of the Federal benefit floor of $1,600, payment levels
will be raised in 10 States and for about 20 percent of present
recipients.

For the aged, blind, and disabled, a nationwide income floor would
be set at $90 per month per person of benefits plus other income. This
comes on a yearly basis to $2,160 for two persons, an amount, which 1s
actually above the poverty line for an aged couple. This represents an
important change which we have made in the program since the Presi-
dent announced it on August 8, when the minimum for the adult cate-
gories was set at $65.

Perhaps at least as important as the establishment of national mini-
mum benefit levels, however, is the provision of national eligibility
standards and administrative procedures to govern the family assist-
ance and State supplementary payment programs. For the first time,
a single set of rules will apply throughout the Nation, although the
States will remain free to administer their supplementary payment
]érogra\ms under these uniform rules if they so desire. (The preexisting

tate standards of need and payment levels will still continue to con-
trol in the supplementary payment programs with regard to eligibility
and amount of benefits.)

States will be given the option, for both the supplementary pay-
ment and the adulf category programs, to contract with the Social
Security Administration for Federal assumption of some or all of
the administrative burdens under these programs. In this way, we
should be able to move toward a single administrative mechanism
for transfer payments, taking advantage of all the economies of scale
which such an automated and nationally administered systemn can
have. The eventual rransfer of the food stamp program to the Depart-
ment of Health, Education, and Welfare—as previously proposed by
the administration-—should further enhance this administrative sim-
plification.

Fourth, the plan includes over $600 million for a major expansion
of training and day care opportunities. Some 150,000 new training op-
portunities will be funded under the legislation, which, when com-
bined with the proposed Manpower Training Act in a simplified and
decentralized framework, should greatly broaden the opportunities
for self-support for recipients. Some 450,000 quality child care posi-
tions are also funded in a new and flexible program which further
extends the administration’s commitment to the first 5 years of life.

Fifth, the family assistance plan provides major fiscal relief for the
States. An estimated $700 million of the $2.9 billion in new Federal
money being made available for expanded cash assistance will go to
the States in the form of savings on their existing welfare costs. For
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5 years from the date of enactment, every State is assured fiscal relief
at least equal to 10 psercent of what its costs would have been under
the old welfare program. When these savings are combined with the
new money going to the States through the training and child care
components and through the separate revenue sharing program, major
relief for State governments is produced. In particular, by including
the working poor within the famuly assistance plan, we are establishing
a wholly Federal responsibility for a category of potential recipients
which an increasing number of States are beginning to assist at their
own initiative. Some seven States now have statewide programs of
relief for the working poor and another eight States have local or
experimental programs directed to these people—all entirely at State
expense. By establishing a Federal program to cover the working poor,
we are relieving the States of what seems to be the next likely increase
In costs and coverage.

III. IMPACT ON OTHER PROGRAMS

The family assistance plan has a major impact on several other Fed-
eral programs bearing on the poor.

First, we have changed the treatment of unearned income compared
to the present welfare system so that the recipient of family assistance
benefits loses only 50 cents from his benefit for each dollar of unearned
income received. This results in the elimination of an important
inequity which, for example, would make a female-headed family of
four ineligible for family assistance benefits if it received $1,700 per
year in alimony or support payments, but would pay that family a
benefit if the husband were at home and earning $1,700 per year. It
also has an important impact on other Federal programs such as
Old Age, Survivors and Disability Insurance, and Unemployment
Insurance by eliminating the dollar-for-dollar loss in benefits under
welfare as income from these other programs is received.

Second, this legislation amends title XIX (medicaid) to extend
mandatory coverage under that program to the AFDC-UF category.
It is not possible at this time to include the working poor adults 1n
medicaid even though they are added to public assistance coverage
under family assistance.

Third, family assistance has been carefully harmonized with the
food stamp program. As has already been stated, the benefits under
these two programs are additive, so that a family of four receives
a package of family assistance and food stamp subsidies totaling
about $2,350. Moreover, the eligibility ceilings have been set at vir-
tually the same point—$4,000 for a family of four—and both pro-
grams would now extend coverage to the working poor.

Finally, certain changes in the programs of services for AFDC recip-
ients under title IV of the Social Security Act are necessitated as a
result of the family assistance plan. The Department of Health, Edu-
cation; and Welfare will be submitting more comprehensive amend-
ments on the service program shortly. These amendments will in-
clude an expanded program of assistance to the States for foster care.
In the meantime, however. we are leaving the present AFDC services
provisions intact and retaining the 75 percent Federal matching for
the financing of these programs.



Summary of the Bill

SuMMARY oF Prorosep FaMiLy Assistance Act or 1969

Trree I—FaMiny AssisTaNCE Prax
ESTABLISEEMENT OF PLAN

Section 101 of the bill adds new parts D, E, and F to title IV of
the Social Security Act, establishing a new family assistance plan
providing for payment of family assistance benefits by the Secretary
of Health, Education, and Welfare and supplementary payments bv
the States.

Eligibility and amount

The new part D of title IV of the Social Security Act authorizes
benefits to families with children payable at the rate of $500 per year
for each of the first two members of a family plus $300 for each
additional member.

The family assistance benefit would be reduced by nonexcluded
income, so that families with more nonexcludable income than these.
benefits ($1,600 for a family of four) would not be eligible for any
benefits.

A family with more than $1,500 in resources, other than the home,
household goods, personal effects, and other property essential to the
family’s capacity for self-support, would also not be eligible.

Countable income would include both earned income (remuneration
for employment and net earnings from self-employment) and un-
earned income.

In determining income the following would be excluded (subject,
in some cases, to limitations by the Secretary) :

(1) Allincome of a student;

(2) Inconsequential or infrequent or irregular income

(8) Income needed to offset necessary child care costs while in
tralning or working;

(4) Earned income of the family at the rate of $720 per year
plus one-half the remainder;

(5) Food stamps and other public assistance or private charity;

(6) Special traming incentives and allowances;

(7) The tuition portion of scholarships and fellowships;

(8) Home produced and consumed produce;

(9) One-half of other unearned income.

Veterans pensions, farm price supports, and soil bank payments
would not be excludable income to any extent and would, therefore,
result in reduction of benefits on a dollar-for-dollar basis.

Eligibility for and amount of benefits would be determined quar-
terly on the basis of estimates of income for the quarter, made in the
light of the preceding period’s income as modified in the light of
changes in circumstances and conditions.

(47)
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Definition of family and child

To qualify for family assistance plan benefits a family must consist
of two or more related mdividuals living in their own home and resid-
ing in the United States and one must be an unmarried child (ie.,
under the age of 18, or under the age of 21 and regularly attending
school).

Payment of benefits

Payment may be made to any one or more members of the qualified
family. The Secretary would prescribe regulations regarding the filing
of applications and supplying of data to determine eligibility of a
family and the amounts for which the family is eligible. Beneficiaries
would be required to report events or changes of circumstances affect-
ing eligibility or the amount of benefits.

When reports by beneficiaries are delayed too long or are too in-
accurate, part or all of the resulting benefit payments could be treated
asrecoverable overpayments.

Registration for work and referral for training

Eligible adult family members would be required to register with
public employment offices for manpower services and training or em-
ployment unless they belong to specified excepted groups. However,
a person in an excepted group may register if he wishes.

The exceptions are: (1) ill, incapacitated, or aged persons; (2) the
caretaker relative (usually the mother) of a child under six; (3) the
mother or other female caretaker of the child if an adult male (usually
the father) who would have to register is there; (4) the caretaker for
an 11l household member; and (5) full-time workers.

Where the individual 1s disabled, referral for rehabilitation services
would be made. Provision 1s also made for child care services to the
extent the Secretary finds necessary in case of participation in man-
power services, training, or employment.

Denial of benefits

Family assistance benefits would be denied with respect to any:
member of a family who refuses without good cause to register or to
participate in suitable manpower services, training, or employment.
If the member is the only adult, he would be included as a family
member but only for purposes of determining eligibility of the family.
Also, in appropriate cases, the remaining portion of the family as-
sistance benefit would be paid to an interested person outside the
family.
On-the-job training

The Secretary would transfer to the Department of Labor funds
which would otKerwise be paid to families participating in employer-
compensated on-the-job training if they were not participating. These
funds would be available to pay the training costs involved.

STATE SUPPLEMENTATION OF FAMILY ASSISTANCE BENEFITS

Required supplementation

The individual States would have to agree to supplement the family
assistance benefits under a new part E of title IV of the Social Se-
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curity Act wherever the family assistance benefit level 1s below the
previously existing Aid to Families with Dependent Children (AFDC)
payment level. This supplementation is a condition which the State
must meet in order to continue to receive Federal payments with re-
spect to maternal and child health and crippled children’s services
(title V') and with respect to their State plans for aid to the aged, blind,
and disabled (title XVI), medical assistance (title XIX), and serv-
ices to needy families with children (part A of title IV). Such “sup-
plementation” would be required to families eligible for famuly as-
sistance benefits other than families where both parents are present,
neither is incapacitated, or the father is not unemployed. The States
would thus be required to supplement in the case of individuals eligi-
ble under the old AFDC and AFDC-UF provisions; they would not
have to supplement in case of the working poor.

Amount of supplementation

Except as indicated below and, except for use of the State stand-
ard of need and payment maximums, eligibility for and amount of
supplementary payments would be determined by use of the rules
applicable for family assistance benefits.

In applying the family assistance rules to the disregarding of income
under the supplementary payment program—

(1) in the case of earned income of the family, the State
would first disregard income at the rate of $720 per year, and
would then be permitted to reduce its supplementary payment
by 1624 cents for every dollar of earnings over the range of earn-
ings between $720 per year and the cutoff point for family as-
sistance (i.e., $3,920 for a family of four), and could further re-
duce its supplementary payments by an amount equal to not
more than 80 cents for every dollar of earnings beyond that
family assistance cutoff point.

(2) in the case of unearned income, these same percentage re-
ductions would apply, although the initial $720 exclusion would
not apply.

Requirements for agreements

Some of the State plan requirements now applicable in the case
of Aid and Services to Needy Families with Children would be made
applicable to the agreement. These include the requirements relating
to:

(1) statewideness;

(2) administration by a single State agency;

(8) fair hearing to dissatisfied claimants;

(4) methods of administration needed for proper and efficient
operation, including personnel standards, training, and eflective
use of subprofessional staft ;

(5) reporting to Secretary as required ;

(6) confidentiality of information relating to applicants and
recipients;

(7) opportunity to apply for and prompt furnishing of sup-
plementary payments.

Payments to States

A State agreeing to make the supplementary payments would be
guaranteed that its expenditures for the first 5 full fiscal years after
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enactment would be no more than 90 percent of the amount they
would have been if the family assistance plan amendments had not been
enacted. This would be accomplished by Federal payment to each
State, for each year, of the excess of—

(1) the total of its supplementary payments for the year plus
the State share of its expenditures called for under its existing
State plan approved under title X VI plus the additional expendi-
tures required by the new title X VI, over

(2) 90 percent of the State share of what its expenditures
would have been in the form of maintenance payments for such
year if the State’s approved plans under titles I, IV (A), X, XIV,
and XVT had continued in effect (assuming in the case of the part
A of title IV plan, payments for dependent children of un-
employed fathers).

On the other hand, any State spending less than 50 percent. of the
State share, referred to in clause (2) above, for supplementary pay-
ments and its title X VI plan would be required to pay the amount of
the deficiency to the Federal treasury.

A State would also receive one-half of its cost of administration
under its agreement.,

ADMINISTRATION
A greements with States

Sufficient latitude is provided to deal with the individual adminis-
trative characteristics of the States. Provision is made under which the
Secretary can agree to administer and dishurse the supplementary pay-
ments on behalf of the States. Similarly the States can agree to ad-
minister portions of the family assistance plan on behalf of the Secre-
tary, with respect to all or specified families in the States.

Evaluation, research, training

The Secretary would make an annnal report to Congress on the new
family assistance plan, including an evalnation of its operation. He
would also have authority to make periodic evaluations of its operation
and to use part of the program funds for this purpose.

Research into and demonstrations of better ways of carrving out
the pnrposes of the new plan, as well as technical assistance to the
States and training of their personnel who are involved in making
supplementary payments, would also be authorized.

Special provisions for Puerto Rico. the Virgin Islands, and Guam

There are special provisions for these areas nnder which the amomnt
of family assistance benefits, the $720 of earned income to be dis-
regarded, and several other amounts under the family assistance plan
and the new title XVI of the Social Security Act (aid to the aged,
blind, and disabled) would be reduced to the extent. that the per capita
imcome of these areas is below that of that one of the 50 States which
had the lowest per capita income.

TRAINING, EMPLOYMENT, AND DAY-CARE PROGRAMS

Section 102 of the administration bill would replace part C of title
IV of the Social Security Act in itsentirety.
Purpose

The purpose of the revised part ' is to provide manpower services,
training, and employment, and child care and related services for in-
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dividuals eligible for the new family ¢ssistance plan benefits (new
part D) or State supplementary payments (new part E) to help them
secure or retain employment or advancement mm employment. The
mtent is to do this in a manner which will restore famihes with de-
pendent children to self-supporting, independent, and useful roles
1 the community.

O peration

The Secretary of Labor is required to develop an employability plan
for each individual required to register nnder the new part D or re-
ceiving supplementary payments pursuant to the new part E. The plan
would deseribe the manpower services, training, and employment to

be provided and nceded to enable the individual to become self-sup-
porting or attain advancement in employment.

Allowances

The Secretary of Labor would pay an incentive training allowance
of $30 per month to each member of a family participating in man-
power training. Where training allowances for a family under another
program would be larger than their benefits under the family assist-
ance plan and supplementary State payments, the incentive allowances
for the family would be equal to the difference, or $30 per member,
whichever is larger.

Allcwances for transportation and other expenses would also he
anthorized.

These incentive and other allowances would be in lieu of allowances
under other manporer training programs.

Allowances would not be payable to individnals participating in
employer compensated on-the-job training.

Denial of allowances

Allowances would not be payable to an individual who refuses to
accept manpower training without good cause. The individual would
receive reasonable notice and have an opportunity for a hearig if
dissatisfied with the denial.

Utilization of other programs

In order to avoid the creation of dnplicative programs, maximum
use of authorities under other acts would be made by the Secretary of
Labor in providing the manpower training and related services under
the revised part C, but subject to all duties and responsibilities under
such cther programs. Part C appropriations could be used to pay the
cost of services provided by other programs and to reimburse other
public agencies for services they provided to persons under part C.
The emphasis is on an integrated and comprehensive manpower
training program involving all sectors of the economy and all levels

of government to make maximum use of existing manpower and man-
power-related programs,

Appropriations and administration

Appropriations to the Secretary of Labor would be authorized for
carrying out the revised part C, including payment of up to 90 percent.
of the cost of training and employment services provided individuals
registered under the family assistance plan. The Secretary wonld scek
to achieve equitable geographical distribution of these funds.
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_ In developing policies and programs for manpower services, train-
g and employment for individuals registered under the family as-
sistance plan, the Secretary of Labor would have to first obtain the
concurrence of the Secretary of Health, Education, and Welfare with
regard to all programs under the usual and traditional authority of
the Department of Health, Education, and Welfare.

Child care and support services

Appropriations to the Secretary of Health, Education, and Welfare
would be authorized for grants and contracts for up to 90 percent of
the cost of projects for child care and related services for persons
registered under the family assistance plan and in manpower training
or employment. The grants would go to any public or nonprofit pri-
vate agency or organization, and the contracts could be with any pub-
lic or private agency or organization. The cost of these services could
include alteration, remodeling, and renovation of facilities, but no
provision is made for wholly new construction. The Secretary of
Health, Education, and Welfare could allow the non-Federal share
of the cost to be provided in the form of services or facilities.

These provisions (unlike other provisions of the bill) would be-
come effective on enactinent of the bill.

Adwance funding

To afford adequate notice of available funds, appropriations for 1
year to pay the cost of the program during the next year would be
authorized.

Evaluation and research
A continuing evaluation of the program under part C and rescarch
for improving it ave authorized.

Annual report and Advisory Council

The Secretary of Labor is required to report annually to Congress
on the manpower training and related services.

ELIMINATION OF PRESENT PROVISIONS ON CASTI ASSISTANCE FOR FAMILIES
WITH DEPENDENT CIIILDREXN

Section 108 of the bill revises pavt A of title TV of the Social Secu-
rity Act which relates to cash assistance and services for needy fam-
ilies with children. The new part A is called services to needy families
with children, reflecting the elimination of the provisions on cash as-
sistance. The cash assistance part is no longer necessary because of the
family assistance plan in the new part D of title IV.

The revised part A provides for continuation of the present program
of services for these families. Foster care for children and emergency
assistance, as included under existing law, ave also continued.

Requirements for State plans

Section 402 of the Social Security Act which sets forth the require-
ments to be met by State plans hefore thev are approved and qualify
the State for Federal financial participation in expenditures, wonld
be revised as appropriate in the light of the elimination of the cash
assistance provisions.
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Payments to States

The provisions on payments to States for expenditures under ap-
proved State plans remain the same as existing law with respect to
services, emergency assistance, and foster care. The matching formulas

continue to vary, as in existing law, according to the kinds of services
involved.
Definitions
The definitions of “family services” and “emergency assistance to
needy families with children” have not been substantially changed.
The definitions of “dependent child”, “aid to families with de-
pendent children”, and “relative with whom any dependent child is
living” have been replaced (as no longer applicable) by definitions
of—

(1) “child”—which refers to the definition in the new part D,
establishing the family assistance plan; this in effect substitutes
a requirement that the child be a member of a “family” (as defined
in the new part D) instead of having to live with particularly
designated relatives;

(2) “needy families with children” (and “assistance to such
families”)—this being defined as families receiving family as-
sistance benefits under the new part D, if they are also recelving
supplementary State payments pursuant to the new part E or
would have been eligible for aid under the existing State plan for
aid to needy families with children if it had continued In effect.

Foster care and emergency assistance

The provisions on payments for foster care of childven and emer-
gency assistance remain virtually the same as under existing law.

Assistance by Internal Révenue Service inlocating parents

The provision on this subject remains the same and allows use of
the master files of the Internal Revenue Service to locate missing
parents1n certain cases.

Trree IT-—A1p To THE AGED, BLIND, AND DisABLED

This title revises the current title X VI of the Social Security Act
and sets forth the revised title X VI in its entirety. One of the major
changes is the removal of the provisions relating to medical assistance
for the aged which, under existing law, would terminate at the end
of calendar 1969. All medical assistance for which the Federal Gov-
ernment shares costs will now be provided under approved title XIX
State plans.

Requirements for State plans

Few changes are made in this section (sec. 1602), aside from
deleting the provisions relating to medical assistance for the aged.
The section retains, without substantial change, the requirements
relating to—

(1) administration by a single State agency (except where a
']sepa)rate agency is permitted for the blind as under existing
aw) ;

(2) financial participation by the State:

(3) statewideness;
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(4) opportunity for fair hearing;

(5) methods of administration, including personnel standards,
training, and effective use of subprofessional staff;

(6) reporting to the Secretary as required

(7) confidentiality of information relating to recipients;

(8) opportunity for application and furnishing of assistance
with reasonable promptness;

(9) establishment and maintenance by the State of standards
for institutions in which there are individuals receiving aid;

(10) description of services provided for self-support or self-
care: and

(11) determination of blindness by an ophthalmologist or an
optometrist.

The present, prohibition against payment to persons in veceipt of as-
sistance under title I, IV, X, or XTIV would be applicable instead to
cases of receipt of family security benefits under the new part D of
title TV.

The provision on inclusion of reasonable standards for determining
eligibility and amount of aid would be replaced by one requiring a min-
imum benefit of $90 per month, less any other income, and by another
requiring that the standard of need not be lower than the standard ap-
plied under the State plan approved under the existing title X VI or (in
case the State had not had snch a plan) the appropriate one of the
standards of need applied under the plans approved under titles I, X,
and XTIV,

While the requirement relating to the determination of need and dis-
regarding of certain income in connection therewith has been continued
(although without the authorization to disregard $7.50 per month of
any income, in addition to other income which may or must be disre-
garded), it has been expanded in a manner parallel to family assistance
benefits to include disregarding as resources the home. honsehold goods,
personal effects, other property which might help to increase the fam-
ily's ability for self-support, and, finally, any other personal or real
property the total value of which does not exceed $1,500. There would
also be a new requirement for not considering the financial responsibil-
ity of any other individual for the applicant or recinient unless the
applicant is the individual’s spouse or child under the age of 21 or
blind or severely disabled, and a prohibition against imposition of liens
on account of benefits correctly paid to recipients.

Other new requirements relate to provision for the training and
effective use of social service personnel, provision of technical as-
sistance to State agencies and local subdivisions furnishing assistance
or services, and provision for the development, through research or
demonstrations, of new or improved methods of furnishing assistance
or services. Also added is a requirement for use of a simplified state-
ment for establishing eligibility and for adequate and effective meth-
ods of verification thereof. Finally, there are new requirements for
periodic evaluation of the State plan at least annually, with reports
thereof being submitted to the Secretary together with anv necessary
modifications of the State plan: for establishment of advisory com-
mittees. including recipients as members: and for observing priorities
and performance standards set by the Secretary in the administration
of the State plan and in providing services thereunder.
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The present prohibitions against any age requirement of more than
65 years and against any citizenship requirement excluding U.S.
citizens would be continued.

In place of the present provision on residency, there is a new one
which prohibits any residency requirement excluding any resident of
the State. Also there would be new prohibitions against any disability
or age requirement which excludes a severely disabled individual aged
18 or older, and any blindness or age requirement which excludes any
person who is blind (determined under criteria by the Secretary).

Payments

In place of the present provision on the Federal share of expendi-
tures under the approved State plan there is a new formula which
Erovides for payment as follows with respect to expenditures under

tate plans for aid to the aged, blind, and disabled approved under
thenew title XV1:

With respect to cash assistance, the Federal Government will pay
(1) 100 percent of the first $50 per recipient, plus (2) 50 percent of
the next $15 per recipient, plus (3) 25 percent of the balance of the
payment per recipient which does not exceed the maximum permis-
sible level of assistance per person set by the Secretary (which may
be lower in the case of Puerto Rico, the Virgin Islands, and Guam than
for other jurisdictions).

With respect to services for which expenditures are made under the
approved State plan, the Federal Governinent would pay the same
percentages as are provided under existing law, that is, 75 percent in
the case of certain specified services and training of personnel and 50
percent in the case of the remainder of the cost of administration of the
State plan.

Payment by Federal Government to individuals

The revised title X'VI includes authority for the Sceretary to enter
into agreements with any State under which the Secretary will make
the payments of aid to the aged, blind, and disabled directly to individ-
uals in the State who are eligible therefor. In that case, the State wounld
reimburse the Federal Government for the State’s share of those pay-
ments and for one-half the additional cost to the Secretary of carrying

out the agreement, other than the cost of making the payments
themselves.

Definition

The new title XVI defines aid to the aged, blind, and disabled as
money payments to needy individuals who are 635 or older or are blind
orare severely disabled.

T'ransitional and related provisions

Titles I, X, and XIV of the Social Security Act would be repealed.

Provision is made for making adjustments under the new title X VI
on account of overpayments and underpayments under the existing
public assistance titles.

Provision is also made for according States a grace period during
which they can be eligible to participate in the new title X VI without
changing their tests of disability or blindness. The grace period would
end for any State with the June 30 following the close of the first
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regular session of its State legislature beginning after enactment of
the bill.

Conforming amendments

The bill also contains a number of conforming amendments in other
provisions of the Social Security Act in order to take account of the
substantive changes made by the bill. Thus, the changes in the medic-
aid program (title XIX of the Social Security Act) would require the
States to cover individuals eligible for supplementary State payments
pursuant to the new part E of title IV or who would be eligible for
cash assistance under an existing State plan for aid to families with
dependent children if it continued in effect and included dependent
children of unemployed fathers.

E'ffective date

The amendments made by the bill would become effective on the
first January 1 following the fiscal year in which the bill is enacted.
However, if a State is prevented by statute from making the supple-
mentary payments provided for under the new part E of title IV of
the Social %ecurity Act, the amendments would not apply to indi-
viduals in that State until the first July 1 which follows the end of
the State’s first regular session of its legislature beginning after the
enactment of the bill—unless the State certified before this date that,
1t 1s no longer prevented by State statute from making the payments.
In the latter case the amendments would become effective at the
beginning of the first calendar quarter following the certification.

Also, n the case of a State which is prevented by statute from
meeting the requirements in the revised section 1602 of the Social
Security Act, the amendments made in that title would not apply
until the first July 1 following the close of the State’s first regular
session of its legislature beginning after the enactment of the bill—
unless the State submitted before this date a State plan meeting these
requirements. In the latter case the amendments would become effec-
tive on the date of submission of the plan.

Another exception to this effective date provision is made in the
case of the new authorization, in the revised part C of title IV of the
Social Security Act, for provision of child care services for persons
undergoing training or employment—which would be effective on en-
actment of the bill.



PROPOSED WELFARE REFORM BILL

A BILL To authorize a family assistance plan providing basic benefits to low-
income families with children, to provide incentives for employment and train-
ing to improve the capacity for employment of members of such families, to
achieve greater uniformity of treatment of recipients under the Federal-
State public assistance programs and to otherwise improve such programs,
and for other puposes.

Be it enacted by the Senate and House og Representatives of the
United States of America in Congress assembled, That this Act, with
the following Table of Contents, may be cited as the “Family Assist-
ance Act of 1969”.

FINDINGS AND DECLARATION OF PURPOSE

Skc. 2. (a) The Congress hereby finds and declares that—

(1) the present federally assisted welfare program provides
benefits which vary widely throughout the country and which
are unconscionably low in many States;

(2) the program for needy families with children is often
administered in ways which are costly, inefficient, and degrad-
ing to personal dignity, and is characterized by intolerable incen-
tives for family breakup, by inadequate encouragements to and
opportunities for those on the welfare rolls to enter job training
and employment so that they may become self-supporting, and
by the inequitable exclusion from assistance of working families
in poverty, especially families headed by a male;

(3) the growth of the welfare rolls threatens the fiscal stability
of the States and the Federal-State partnership; and

(4) in the light of the harm to individual and family develop-
ment and well-being caused by lack of income adequate to sustain
a decent level of life, and the consequent damage to the human
resources of the entire Nation, the Federal Government has a
positive interest and responsibility in assuring the correction of
these problems.

(b) It is therefore the purpose of this Act to fulfill the responsi-
bility of the Federal Government to expand the training and employ-
ment incentives and opportunities, including necessary child care
services, for those public assistance recipients who are members of
needy families with children and who can become self-supporting;
to provide a more adequate level and quality of living through income
support and services for dependent persons and families who, through
no fault of their own, require public assistance; to provide this finan-
cial assistance in a manner designed to strengthen family life and
to establish more nearly uniform national standards of eligibility and
aid; and to move to greater assumption by the Federal Government
of the financial burden of these activities.

(57)
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TITLE I—FAMILY ASSISTANCE PLAN

ESTABLISHMENT OF FAMILY ASSISTANCE PLAN

Sec. 101. Title IV of the Social Security Act (42 U.S.C. 601, et seq.)
is amended by adding after part C the following new parts’

“ParRT D—FAMILY ASSISTANCE PrLAN
“APPROPRIATIONS

“Skc. 441. For the purposes of providing a basic level of financial
assistance throughout the Nation to needy families with children, in
a manner which will strengthen family life, encourage work training
and self-support, and enhance personal dignity, there is authorized
to be appropriated for each fiscal year a sum sufficient to carry out this
part.

“ELIGIBILITY FOR AND AMOUNT OF FAMILY ASSISTANCE BENEFITS
“Eligibility

“Sec. 442. (a) Each family, as defined in section 445—
“(1) whose income, other than income which is excluded pur-
suant to section 443, is less than $500 per year for each of the first 2
members of the family plus $300 per year for each additional mem-
ber, and
“(2) whose resources, other than resources excluded pursuant to
section 444, are less than $1,500.
shall, in accordance with and subject to the other provisions of this
title, be a paid family assistance benefit.

“Amount

“(b) The family assistance benefit for a family shall be payable at
the rate of $500 per year for each of the first two members of tle
family plus $300 per year for each additional member thereof, reduced
by the amount of income, not excluded pursuant to section 443, of the
members of the family.

“Puerto Rico, the Virgin Islands, and Guam

“(c) For special provisions applicable to Puerto Rico, the Virgin
Islands, and Guam, see section 464.

“Period for Determination of Benefits

“(d) (1) A family’s eligibility for and its amount of family as-
sistance benefits shall be determined for each quarter of a calendar
year. Such determination shall be made on the basis of the Secretary’s
estimate of the family’s income for such quarter, after taking into ac-
count income for a preceding period and any modifications in income
which are likely to occur on the basis of changes in conditions or
circumstances. Eligibility for and the amount of benefits of a family
for ar(liy quarter shall be redetermined at such time or times as may be
provided by the Secretary, such determination to be effective pro-
spectively.
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“(2) The Secretary shall by regulation prescribe the cases in which
and extent to which the amount of a family assistance benefit for any
quarter shall be reduced by reason of the time elapsing since the
beginning of such quarter and before the date of filing of the applica-
tion for the benefit.

“(8) The Secretary may, in accordance with regulations, prescribe
the cases in which and the extemt to which income received in one
period (or expenses incurred in one period in earning income) shall,
for purposes of determining eligibility for and amount of fainily assist-
ance benefits, be considered as received (or incurred) in another period
or periods.

“Special Limits on Gross Income

“(e) The Secretary may, in accordance with regulations, prescribe
the circumstances under which the gross income from a trade or busi-
ness (including farming), will be considered sufficiently large to make
such family ineligible for such benefits.

“INCOME

“Exclusions from Income

“SEc. 448. (a) In determining the income of a family there shall
be excluded—

“(1) subject to limitations (as to amount or otherwise) pre-
scribed by the Secretary, the earned income of each child in the
family who 1s, as determined by the Secretary under regulations, a
student regularly attending a school, college, or university, or a
course of vocational or technical training designed to prepare him
for gainful employment ;

“(2) (A) the total unearned income of all members of a family
which is, as determined in accordance with criteria preseribed by
the Secretary, too inconsequential, or received too infrequently or
irregularly, to be included, and (B) subject to limitations pre-
scribed by the Secretary any earned income which, as determined
in accordance with such criteria, is received too infrequently or
irregularly to be included ;

“(3) an amount of earned income of a member of the family
equal to all, or such part (and according to such schedule) as the
Secretary may prescribe, of the cost incurred by such member for
child eare which the Secretary deems necessary to securing or con-
tinuing in manpower training, vocational rehabilitation, employ-
ment, or self-employment.

“(4) the first $720 per year (or proportionately smaller amounts
for shorter periods) of the total of earned income (not excluded
by the preceding clauses of this section) of all members of the
family plus one-half of the remainder thereof;

“(5) food stamps or any other assistance which is based on need
and furnished by any State or political subdivision of a State or
any Federal agency or by any private charitable agency or orga-
nization (as determined by the Secretary) ;

“(6) allowancesunder section432(a) ;
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“(7) any portion of a scholarship or fellowship received for
use in paying the cost of tuition and fees at any educational (in-
cluding technical or vocational education) institution;

“(8) home produce of a member of the family utilized by the
household for 1ts own consumption ; and

“(9) one-half of all unearned income (not excluded by the pre-
ceding clauses of this subsection) of all members of the family

The preceding provisions of this subsection shall not apply to veterans’
pensions or to payments to farmers for price support, diversion, or con-
servation. For special provisions applicable to Puerto Rico, the Virgin
Islands, or Guam, see section 464.

“Meaning of Earned and Unearned Income

“(b) For purposes of this part—
“(1) earned income shall include only—
“(A) remuneration for employment, other than remunera-
tion to which section 209 (b), (c), (d), (£), or (k) applies;
“(B) net earnings from self-employment, as defined in sec-
tion 211 other than the second and third sentences follow-
ing clause (C) of subsection (a)(9) and other than clauses
(A), (C), and (E) of paragraph (2) and paragraphs (4),
(5),and (6), of subsection (c) ;
“(2) unearned income shall include among other things—
“(A) any payments received as an annuity, pension, retire-
ment, or disability benefit, including veteran’s or workmen’s
compensation and old-age, survivors, and disability insur-
ance, railroad retirement, and unemployment benefits;
“(B) prizes and awards;
“(C) the proceeds of any life insurance policy;
“(D) gifts (cash or otherwise), support and alimony pay-
ments, and inheritances; and '
“(E) rents, dividends, interest, and royalties.

“RESOURCES
“FExclusions from Resources

“Skc. 444. (a) In determining the resources of a family there shall
be excluded :

“(1) the home, household goods, and personal effects;

“(2) other property which, as determined in accordance with
and subject to limitations in regulations of the Secretary, is so es-
sential to the family’s means of self-support as to warrant its
exclusion.

“Disposition of Resources

(14

(b)The Secretary shall prescribe regulations applicable to the
period or periods of time within which, and the manner in which,
various kinds of property must be disposed of in order not to be
included in determining the family’s eligibility for family assistance
benefits. Any portion o? thes family’s benefits paid for such period or
periods shall be conditioned on such disposal.
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“MEANING OF FAMILY AND CHILD

“Composttion of Family

“Skc. 445. (a) Two ormore individuals—
“(1) who are related by blood, marriage, or adoption,
“(2) who are living in a place of residence maintained by one
or inore of them as his or her own home,
“(8) who are residents of the United States, and
“(4) at least one of whom is a child who 1s not married to
another of such individuals,
shall be regarded as a family for purposes of this part and parts A, C,

and E.
“Definition of Child

“(b) For purposes of this part and parts C and E, the term ‘child’
means an individual who is (1) under the age of 18 or (2) under the
age of 21 and (as determined by the Secretary under regulations) a
student regularly attending a school, college, or university, or a course
of vocational or technical training designed to prepare him for gainful
employment.

“Members of the Armed Forces

“(¢) If an individual is in the Armed Forces of the United States,
then, for purposes of determining eligibility for and the amount of
family assistance benefits under this part, (1) he shall not be regarded
as a member of a family, and (2) the spouse and children of such
individual, and such other individuals living in the same place of
residence as such spouse and children as may be specified in accordance
with regulations of the Secretary, shall not be considered members of

a family. _
“Determination of Family Relationship

“(d) In determining whether an individual is related by blood,
marriage, or adoption, appropriate State law, as determined n accord-
ance with regulations of the Secretary, shall be applied.

“Income and Resources of Noncontributing Adult

“(¢) For purposes of determining eligibility for and the amount of
family assistance benefits for any family there shall be excluded the
income and resources of any individual, other than a child or a parent
of a child (or a spouse of a child or parent), which, as determined in
accordance with criteria prescribed by the Secretary, is not available
to other members of the family; and for such purposes, any such indi-
vidual shall not be considered a member of such family.

“Recipients of Aid to the Aged, Blind, and Disabled Ineligible

«(£) If any individual is receiving aid to the aged, blind and dis-
abled under a State plan approved under title X VI, or if his needs
are taken into account in determining the need of another person re-
ceiving such aid, then, for the period for which such aid is received,
such individual shall not be regarded as a member of a family for

o)
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purposes of determining the amount of the family assistance benefits
of the family.
“PAYMENTS AND PROCEDURES

“Payments of Benefits

“Sec. $46. (a) (1) Family assistance benefits shall be paid at such
time or times and in such installments as the Secretary determines will
best effectuate the purposes of this title.

(2) Payment of the family assistance benefit of any family may be
made to any one or more members of the family.

“(3) The Secretary may by regulation establish ranges of 1ncomes
within which a single amount of family assistance benefit shall apply.

“Overpayments and Underpayments

“(b) Whenever the Secretary finds that more or less than the cor-
rect amount of family assistance benefits has been paid with respect
to any family, proper adjustment or recovery shall, subject to the suc-
ceeding provisions of this subsection, be made by appropriate adjust-
ments i future payments of the family or by recovery from or pay-
nent to any one or more of the individuals who are or were members
thereof. The Secretary shall make such provision as he finds appro-
priate in the case of payment of more than the correct amount of
benefits with respect to a family with a view to avoiding penalizing
members of the family who were without fault in connection with the
overpayment, if adjustment or recovery on account of such overpay-
ment in such case would defeat the purposes of this part. or he against
equity or good conscience, or (because of the small amonnt mvolved)
impede efficient or effective administration of this part.

“Hearings and Review
e

“(c) (1) The Secretary shall provide reasonable notice and oppor-
tunity for a hearing to any individual who is or claims to be a member
of a family and is dissatisfied with any determination nnder this part
with respect to eligibility of the family for family assistance bene-
fits, the number of members of the family, or the amount of the
henefits.

“(2) Final determination of the Secretary after such hearings shall
be subject to judicial review as provided in section 203 ( g) to the same
extent as the Secretary’s final determinations under section 205.

“Procedures; Prohibition of Assicnments

“(d) The provisions of sections 206 and 207 and subsections (a),
(d), (e).and (f) of section 205 shall apply with respect to this part
to the same extent as they apply in the case of title IT.

“Applications and Furnishing of Information by Families

“(e) (1) The Secretary shall prescribe regulations applicable to
families or members thereof with respect to the filing of applications,
the furnishing of other data and material, and the reporting of events
and changes In circumstances, as may be necessary to determine eligi-
bility for and amount of family assistance benefits.
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“(2) In order to encourage prompt reporting of events and changes
In circumstances relevant to eligibility for or amount of family as-
sistance benefits, and more accurate estimates of expected income or
expenses by members of families for purposes of such eligibility and
amount of benefits, the Secretary may prescribe the cases in which
and the extent to which—

“(A) failure to so report or delay in so reporting, or
“(B) naccuracy of information which is furnished by the mem-
bers and on which the estimates of income or expenses for such
purposes are based,
will result in treatment as overpayments of all or any portion of pay-
ments of such benefits for the period involved.

“Furnishing of Information by Other Agencies

“(f) The head of any Federal agency shall provide such informa-
tion as the Secretary needs for purposes of determining eligibility
for or amount of family assistance benefits, or verifying other in-
formation with respect thereto. The Secretary may from time to time
pay to the head of such agency, in advance or by way of reimbursement,
as may be agreed upon, the cost of providing such information.

“REGISTRATION AND REFERRAL OF FAMILY MEMBERS FOR MANPOWER
SERVICES, TRAINING, AND EMPLOYMENT

“Src. 447. (1) Every individual who is a member of a family which
is found to be eligible for family assistance benefits, other than a
member to whom the Secretary finds clause (1), (2), (3), (4), (), or
(6) of subsection (b) applies, shall register for manpower services,
training, and employment with the local public employment office of
the State as provided by regulations of the Secretary of Labor. If
and for so long as any such individual is found by the Secretary of
Health, Education, and Welfare to have failed (after a reasonable
peviod of time), without good cause as determined by the Secretary
of Labor, to so register, he shall not be regarded as a member of a
family but his income which would otherwise be counted under this
part as income of a family shall be so counted; except that if such
mdividual is the only member of the family other than a child, such
individual shall be regarded as a member for purposes of determina-
tion of the family’s eligibiilty for family assistance benefits, but not
(except for counting his income) for purposes of determination of
the amount of such benefits. No part. of the family assistance benefits
of any such family may be paid to snch individnal during the period
for which the preceding sentence is applicable to him; and the Secre-
tary may, if he deems it appropriate, provide for payment of such bene-
fits during such period to any person, other than a member of such
family, who is interested in or concerned with the welfare of the
family.
“(b) An individual shall not be required to register pursuant to sub-
section (a) if the Secretary determines that such individual is:
“(1) ill, incapacitated, or of an advanced ace;
“(2) a mother or other relative of a child under the nge of 6
who is caring for such child;
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“(3) the mother, or other female caretaker of a child, if the
father or another adult male relative is in the home aud not
excluded by clauses (1), (2), (4), or (5) of this subsection;

“(4) a chld, ‘

“(5) one whose presence in the home on a substantially con-
tinnous basis is required because of the illness or incapacity of
another member of the household ;

“(6) working full time, as determined in accordance with cri-
teria prescribed by the Secretary of Labor. .

An individual who would, but for the preceding sentence, be requived
to register pursnant to part A, may, if he wishes, register as provided
in such subsection.

“(c) The Secretary shall made provision for the furnishing of child
care services in such cases and for so long as he deems appropriate in
the case of individuals registered pursuant to subsection (a) who
are, pursuant to such registration, participating in manpower services,
training, or employment.

“(d) In the case of any member of a family receiving family assist-
ance benefits who is not required to register pursuant to subsection
(a) becanse of such member’s disability or handicap, the Secretary
shall make provision for referral of such member to the appropriate
State agency administering or supervising the administration of the
State plan for vocational rehabilitation services approved under the
Vocational Rehabilitation Act.

“PENTAL OF BENEFITS 1IN CASE OFF REFUSAL OF MANPOWER
SERVICES, TRAINING, OR EMPLOYMENT

“Src. 448. For purposes of determining eligibility for and amount of
family assistance benefits under this part, an individual who has
registered as required under section 447 (a) shall not be regarded as a
member of a family, but his income which wonld otherwise he counted
as income of the family under this part shall be so counted, if and
for so long as he has been found by the Secretary of Labor, after
reasonable notice and opportunity for hearing, to have refused without
good cause to participate in suitable manpower services, training, or
emplovment, or to have refused without good canse to accept suitable
cmployment in which he is able to engage which is offered through the
public empolyment offices of the State, or is otherwise offered by an
employer if the offer of such emplover is determined by the Secretary
of Labor, after notification by such employer or otherwise, to be a
bona fide offer of employment; except that if such individual is the
only member of the family other than a child, such individual shall be
regarded as a member of the family for purposes of determination of
the family’s eligibility for benefits, but not (except for counting his
income) for the purposes of determination of the amount of its bene-
fits. No part of the family assistance benefits of any such family may
be paid to such individual during the period for which the preceding
sentence 1is applicable to him; and the Secretary may, if he deems
it appropriate, provide for payment of such benefits during such period
to any person, other than a member of such family, who is interested
in or concerned with the welfare of the family.
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“TRANSFER OF FUNDS FOR ON-TTIE-JOB TRAINING PROGRAMS

“Sec. 449. The Secretary shall, pursuant to and to the extent pro-
vided by agreement with the Secretary of Labor, pay to the Secretary
of Labor amounts which he estimates would be paid as family assist-
ance benefits under this part to individuals participating in public or
private employer compensated on-the-job training under a program
of the Secretary of Labor if they were not participating in such train-
ing. Such amounts shall be available to pay the costs of such programs.

“Part E—S1aATE SUPPLEMENTATION OF FAMILY AsSISTANCE BENEFITS

“PAYMENTS UNDER TITLES IV, V, XVI, AND XIX CONDITIONED ON
SUPPLEMENTATION

“Skc. 451. In order for a State to be eligible for payments pursuant
to title V, XVI, or XIX or, part A or B of this title, with respect to
expenditures for any quarter beginning on or after the date this part
becomes effective with respect to such %tate, it must have in effect an
agreement with the Secretary under which it will make supplementary
payments, as provided in this part, to any family other than a family
in which both parents of the child or children are present, neither
parent is incapacitated, and the male parent is not unemployed.

“AMOUNT OF SUPPLEMENTARY PAYMENTS

“Sue. 452. (a) Eligibility for and amount of supplementary pay-
ments under the agreement with any State under this part shall, subject
to the succeeding provisions of this section, be determined by applica-
tion of the provisions of, and rules and regulations under, section S. 442
(a) (2) and (d), 443, 444, 445, 446 (to the extent the Secretary deemns
appropriate), 447, and 448, and by application of the standard for de-
termining need under the plan of such State as in effect for July 1969
and complying with the requirements for approval under part .\ as
in effect on such date (but subject to such maximums and percentage
reductions as were imposed under such plan on the amount of aid paid
and, then, with the resulting amount, of the supplementary payvment
to any individual further reduced by the family assistance benefit
payable under part D with respect to him).

“(b) In applying the provisions of section 443 for purposes of
supplementary payments pursuant to an agreement under this part—
“(1) in the case of earned income to which clause (4) of sub-
section (a) of such section 443 applies, the amount to be disre-
garded shall be $720 per year (or proportionately smaller amounts

for shorter periods), plus—

“(A) one-third of the portion of the remainder of earnings
which does not exceed tiwice the amount of the family assist-
ance benefits that would be payable to the family if it had
no income (thereby resulting in reduction of the supplemen-
tary payment by one-sixth of that portion of such remainder
of the earnings), plus

“(B) one-fifth (or more if the Secretary by regulation so
prescribes) of the balance of the earnings (thereby resulting
in further reduction of the supplementary payment by four-
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fifths, or proportionately less if the Secretary has prescribed
such a regulation, of that balance of the earnings) ; and

“(2) in the case of income to which clause (9) of subsection
(a) of such section 443 applies, the amount to be disregarded
shall be—

“(A) one-third of such income which does not exceed twice
the amount of the family assistance benefits that would be
payable to the family if it had no income (therehy resulting
in reduction of the supplementary payment by one-sixth of
that portion of such income), plus

“(B) one-fifth (or more if the Secretary by regulation sn
prescribes) of the balance of such income ( thereby resulting
in further reduction of the supplementary payment by four-
fifths, or proportionately less if the Secretary has preseribed
such a regulation, of that balance of the income) ; and

“(8) the family assistance benefit of a tamily payable under
part D shall not be counted to any extent.

For special provisions applicable to Puerto Rico, the Virgin Islands,
and Guam, see section 464.
“(¢) The agreement with a State under this part shall—

“(1) provide that it shall be in effect in all political subdivisions
of the State;

“(2) provide for the establishment or designation of a single
State agency to carry out or supervise the carrving out of the
agreement in the State

“(3) provide for granting an opportunity for a fair hearing
before the State agency carrying out the agreement to any indi-
vidual whose claim for supplementary payments is denied or is not
acted upon with reasonable prom ptness:

“(4) provide (A) such methods of administration (including
methods relating to the establishment and maintenance of per-
sonnel standards on a merit basis, except that. the Secretary shall
exercise no authority with respect to the selecti on, tenure of office,
and compensation of any individual employed in accordance with
such methods) as are found bv the Secretary to he necessry for
the proper and efficient operation of the agreecment in the State,
and (B) for the training and effective use of paid subprofessional
staff, with particular emphasis on the full-time or part-time em-
ployment of recipients of supplementary payvments and other per-
sons of low income, as community services aides. in carrying out
the agreement and for the use of nonpaid or partially paid volm-
teers in a social service volunteer prooram in providing services
to applicants for and recipients of supplementary pavments and
m assisting any advisorv committees established by the State
agency:

“(5) provide that the State agency carrying out the agreement
will make such reports, in such form and containing such infor-
mation, as the Secretarv may from time to time require, and
complv with such provisions as the Secretary may from time to
time find necessary to assure the correctness and verification of
such reports:

“(6) provide safeguards which restrict the use or disclosure
of information concerning applicants for and recipients of sup-
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plementary payments to purposes directly connected with the
administration of this title; and

“(7) provide, that all individuals wishing to make application
for supplementary payments shall have opportunity to do so, and
that supplementary payments shall be furnished with reasonable
promptness to all eligible individuals.

“PAYMENTS TO STATES

“SQee. 453, () (1) The Secretary shall pay to any State which has
in effect an ngreement under this part for any fiscal year in the period
ending with the close of the fifth full fiscal year for which this part
is effective with respect to such State the excess of—

“(A) (i) thetotal of its payments for such year pursuant to its
agreement under this part which are required under section 452,
plus (ii) the difference between (I) the total of the expenditures
for such fiscal year under its plan approved under title XVI as
aid to the aged, blind, and disabled which would have been
included as aid to the aged, blind, or disabled under the plan
approved thereunder and in effect for July 1969, plus so much of
the rest of such expenditures as are required (as determined by
the Secretary) by reason of the amendments to such title made by
the Family Assistance Act of 1969 and (II) the total of the
amounts determined under section 1604 for such State with respect
to such expenditures for such year, over

“(B) 90 per centum of the difference between (i) the total
of the expenditures which would have been made as aid or assist-
ance (excluding emergency assistance specified in section 406
(e} (1) (A), foster care under section 408, expenditures for nsti-
tutional <ervices in intermediate cave facilities referred to in sec-
tion 1121, expenditures for repairs to homes referred to in section
1119, and aid or assistance in the forim of medical care or any other
tvpe of remedial care) for such year under the plans of such State
aporoved under titles I, IV (part A), X, XIV, and XVT and in
effect in the month prior to the enactment of this part if they had
continued in effect during such year and if they had included (if
they did not already do so) payments to dependent children of
wnemploved fathers authorized by section 407 (as in effect on
July 1,1969), and (1i) the total of the amounts which would have
heen determined under sections 3, 403, 1003, 1403, and 1603, ov
under section 1118, of such State with respect to such expenditures
for such year.

The Secretary may prescribe methods for determining the amounts
referred to in clause (B) on the basis of estimates and trends in
expenditures and other experience of the State for prior years.

“(2) The Secretary shall also pay to each such State an amount
equal to 50 per centum of its administrative costs found necessary by
the Secretary for carrving out its agreement.

“(h) Payments under subsection (a) shall be made at such time
or times, in advance or by way of reimbursement, and in such install-
ments as the Secretary may determine: and shall be made on such con-
ditions as may be necessary toassure the carrying out of the purposes ot
this title.
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“(c) In the case of any State with respect to which the amonnt de-
termined under clause (A) of subsection (a) (1) for any year is less
than 50 per centum of the difference referred to in clause (B) of such
subsection for such year, such State shall pay to the Secretary, at such
time or times and in such installments as he may prescribe, the sum by
which such amount determined under clause (A) of subsection (a) (1)
is less than such 50 per centum. If such State does not pay any part of
such amount at the time or times prescribed, the Secretary shall with-
hold such part from sums to which the State is entitled under part A
or B of this title or under title V, XVI, or XIX; but the amonnts so
withheld shall be deemed to have been paid to the State under snch
part or title. The withholding of amonnts pursnant to the preceding
sentence shall be effected at such time or times and in such installments
as the Secretary may deem appropriate.

“FAILI’RE BY STATE TO COMPLY WITH AGREEMENT

“Skc. 454. If the Secretary, after reasonable notice and opportunity
for hearing to a State with which he has an agreement under this part,
finds that such State is failing to comply therewith, he shall withhold
all, or such portion as he deems appropriate, of the pavments to which
such State 1s otherwise entitled under part .\ or B of this title or
under title V, XVI, or XIX; but the amonnts so withheld shall be
deemed to have been paid to the State under such part or title. Snch
withholding shall be effected at such time or times and in such install-
ments as the Secretary may deem appropriate.

“PART F—— ADMINISTRATION
“AGREEMENTS WITH STATES

“Skc. 461. (a) The Secretary may enter into an agreement with any
State under which the Secrefary will make, on behalf of the State,
the supplementary payments provided for pnrsnant to part E or will
perform such other functions of the State in connection with such
payments as may be agreed upon. In any snch case, the agreement
shall also provide for payvment by the State to the Secretary of an
amount equal to the supplementary payments the State would other-
wise make under part E, less any payments which wonld be made to
the State under section 453 (a), together with one-half of the additional
cost of the Secretary involved in carrying ont such agreement. other
than the cost of making the payments. '

“(b) The Secretary may also enter into an agreement with anyv State
under which such State will make, on behalf of the Secretary, the fam-
ily assistance benefit payments provided for under part D with respect.
to all or specified families in the State who are eligible for such henefits
or will perform such other functions in connection with the administra-
tion of part D as may be agreed upon. The cost of carrying out any
such agreement shall be paid to the State in advance or by way of re-
imbursement and in such installments as may be agreed upon.

“PENALTIES FOR FRATD

“Sec. 462. The provisions of section 208, other than paragraph
(a), shall apply with respect to benefits under part I and allowances
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under part C, of this title, to the same extent as they apply to pay-
ments under title IT.

“REPORT, EVALUATION, RESEARCH AND DEMONSTRATIONS, AND TRAINING
AND TECHNICAL ASSISTANCE

“Skc. 463. (a) The Secretary shall make an annual report to the
President and the Congress on the operation and administration of
parts D and E, including an evaluation thereof in carrying out the
purposes of such parts and recommendations with respect thereto.
The Secretary is authorized to conduct evaluations directly or by
grants or contracts of the programs authorized by such parts.

“(b) The Secretary is authorized to conduct, directly or by grants
or contracts, research into or demonstrations of ways of better pro-
viding financial assistance to needy persons or of better carrying out
the purposes of part D, and in so doing to waive any requirements
or limitations in such part with respect to eligibility for or amount
of family assistance benefits for such family, members of families,
or groups thereof as he deems appropriate.

“(c) The Secretary is authorized to provide such technical assist-
ance to States, and to provide, directly or through grants or con-
tracts, for sach training of personnel of States, as he deems
appropriate to assist them in more efficiently and effectively carrying
out their agreements under this part and part E.

“(d) In addition to funds otherwise available therefor, such por-
tion of any appropriation to carry out part D or E as the Secretary
may determine, but not in excess of one-half of 1 per centum thereof,
shall be available to him to carry out this section.

“SPECIAL PROVISIONS .FOR PUERTO RICO, THE VIRGIN ISLANDS, AND GUAM

“Src. 464. (a) In applying the provisions of sections 442 (a) and
(b), 443(a) (4), 452(b) (1), 1603 (a)(1) and (b)(1), and 1604 (1)
and (2) with respect to Puerto Rico, the Virgin Islands, or Guam,
the amounts to -be used shall (instead of the $500, $300, and $1,500
in such section 442 (a) and (b) and section 1603(a) (1), the $720 in
section 443(a) (4) and section 452(b) (1), the $90 in section 1603 (b)
(1), the $65 in section 1604(2), and the $50 in section 1604 (1)) bear
the same ratio to such $500, $300, $1,500, $720, $90, $65, and §50 as
the per capita incomes of Puerto Rico, the Virgin Islands, and Guam,
respectively, bear to the per capita income of that one of the fifty
States which has the lowest per capita income; except that in no
case may the amounts so used exceed such $500, $300, $1,500, $720,
$90, $65, and $50.

“(b) (1) The amounts to be used under such sections in Puerto
Rico, the Virgin Islands, and Guam shall be promulgated by the
Secretary between July 1 and September 30 of each even-numberec
year, on the basis of the average per capita income of each State and
of the United States for the most recent calendar year for which
satisfactory data are available from the Department of Commerce.
Such promulgation shall be conclusive for fiscal year beginning July
1 next succeeding such promulgation: Provided, That the Secretary
shall promulgate such amounts as soon as possible after the enactment
of this part, which promulgation shall be conclusive for six calendar
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quarters in the period beginning with the January 1 following the
fiscal year in which this part is enacted, and ending with the close
of the second June 30 thereafter.

“(2) The term ‘United States’, for purposes of paragraph (1) only,
means the fifty States and the District of Columbia.

“(c) If the amounts which would otherwise be promulgated for any
vear for any of the three States referred to in subsection (a) would be
lower than the amounts promulgated for such State for the immedi-
ately preceding period, the amounts for such fiscal year shall be in-
creased to the extent of the difference; and the amounts so inereased
shall be the amounts promulgated for such year.

“MANPOWER SERVICES, TRAINING, EMPLOYJMENT, AND CHILD-CARE
PROGRAMS

“Skc. 102. Part C of title IV of the Social Security Act (42 U.S.C.
630, et seq.) 1s amended to read as follows:

“ParT C—MAaNPOWER SERVICES, TRAINING. ExrrovMext, axp Day
CaRrB ProGrAMS FOR RECIPIENTS oF FAMILY ASSISTANCE OR SUPPLF-
MENTARY BENEFITS

“PURPOSE

“Skc. 430. The purpose of this part is to authorize provision, for indi-
viduals who are members of a family receiving benefits under part D
or supplementary payments pursuant to part E, of manpower services,
training, employment, and child care and related services necessary to
train such individuals, prepare them for employment, and otherwise
assist them in securing and retaining regular employment and having
the opportunity for advancement in employment, to the end that needy
families with children will be restored to self-supporting, independent,
and useful roles in their communities.

“OPERATION OF MANPOWER SERVICES, TRAINING. AND EMPLOYMENT
PROGRAMS

“Skc. 431. (a) The Secretary of Labor (hereinafter in this part
referred to as the ‘Secretary’) shall, for each person registered pursu-
ant to part D, in accordance with priorities prescribed by him, develop
or assure the development of an employability plan describing the
manpower services, training, and employment which the Secretary
determines each person needs in order to enable him to become self-
supporting and secure and retain employment and opportunities for
advancement.

“(b) The Secretary shall, in accordance with the provisions of this
part, establish and assure the provision of manpower services, training,
and employment programs in each State for persons registered pursu-
ant to part D or receiving supplementary payments pursuant to part E.
The Secretary shall, through such programs, provide or assure the
provision of manpower services, training, and employment and oppor-
tunities necessary to prepare such persons for and place them in reg-
ular employment, including such services and opportunities which the
Secretary is authorized to provide under any other Act, and including
counseling, testing, institutional and on-the-job training, work experi-



71

ence, up-grading, program orientation, relocation assistance (includ-
ing grants, loans, and the furnishing of such services as will aid in
involuntarily unemployed individual to relocate in an area where he
may obtain suitable employment), incentives to public or private em-
ployers to hire and train these persons (including reimbursement for
a limited period when an employee may not be fully productive),
special work projects, job development, coaching, job placement and
follow up services required to assist in securing and retaining employ-
ment and opportunities for advancement.

“ATLLOW.ANCES FOR INDIVIDUALS UNDERGOING TRAINING

“Qpc. 432. (a) (1) The Secretary shall pay to each individual who
is a member of a family and is participating in manpower training
under this part an incentive allowance of $30 per month. If such mem-
bers of a family would (but for the receipt of payments pursnant to
this title) be eligible in such month, under any other statute providing
for manpower training, for allowances which in total would be n
excess of the sum of the family assistance benefit and supplementary
payments pursuant to part E payable with respect to such month to
the family, the total of the incentive allowances per month under this
section for such members shall be equal to such excess, or to $30 for each
such member, whichever is greater.

“(2) The Secretary shaﬁ, in accordance with regulations, also pay
to any member of a family participating in manpower training under
this part, allowances for transportation and other costs to him directly
related to his participation in training.

«“(3) The Secretary shall by regulation provide for such smaller
allowances under this subsection as he deems appropriate for individ-
uals in Puerto Rico, the Virgin Islands, and Guam.

“(b) Such allowances shall be in lieu of allowances provided for
participants in manpower training programs under any other Act.
~ “(c)_ Subsection (a) shall not apply to any member of a family who
is participating in a program of the S}(;cretary providing public or pri-
vate employer compensated on-the-job training.

“DENTAL OF ALLOWANCES FOR REFUSAL TO UNDERGO TRAINING

“Skc. 433. (a) If and for so long as the Secretary determines that
an individual who is a member of a family and has been required to
register under part D for manpower training or employment has, with-
out good cause, ceased to participate in manpower tramning under this
part, no allowance under this part shall be payable to such individual.

“(b) The Secretary shall provide reasonable notice and opportunity
for hearing to any individual with respect to whom such a determina-
tion has been made.

“(c) Final determinations of the Secretary after such hearings shall
be subject to judicial review as provided by section 205(g) for final
determinations under title IT, and the provisions of sections 205 (a),
(d), (e), and (f), 206, and 207 shall apply with respect to this part
to the same extent as they apply to title IT.
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“UTILIZATION OF OTHER PROGRAMS

“Sec. 434. In providing the manpower training and employment
services and opportunities required by this part the Secretary, to the
maximum extent feasible, shall assure that such services and oppor-
tunities are provided in such manner, through such means, and using
all authority available to him under any other Act (and subject to all
duties and responsibilities thereunder) as will further the establish-
ment of an integrated and comprehensive manpower training pro-
gram involving all sectors of the economy and all levels of government
and as will make maximum use of existing manpower and manpower
related programs and agencies. To such end the Secretary may use the
funds appropriated to him under this part to provide the programs
1'equire(ll by this part through such other Act, to the same extent and
uncer the same conditions as if appropriated under such other Act
and in making use of the programs of other Federal, State, or local
agencies, public or private, the Secretary may reimburse such agencies
for services rendered to persons under this part to the extent such
services and opportunities are not otherwise available on a nonreim-
bursable basis.

“RULES AND REGULATIONS

“Src. 435. The Secretary may issue such rules and regulations as
he finds necessary to carry out the purposes of this part: Provided,
That in developing policies and programs for manpower services, train-
ing, and employment, the Secretary shall first obtain the concurrence
of the Secretary of Health, Education, and Welfare with regard to
such policies and programs which are under the usual and traditional
authority of the Secretary of Health, Education, and Welfare (includ-
g basic education, institutional training, health, child care and other
supportive services, new careers and job restructuring in the health,
education, and welfare professions, and work-study programs), and
shall consult with the Secretary of Health, Education, and Welfare
with regard to all such other policies and programs.

% APPROPRIATIONS

“Src. 436. There is authorized to be appropriated to the Secretary for
each fiscal year a sum sufficient for carrying out the purposes of this
part (other than section 437), including payment of not to exceed
(except in such cases as the Secretary may determine) 90 per centum
of the cost of manpower services, training, and employment and oppor-
tunities provided for individuals registered pursuant to section 447.
The Secretary of Labor shall establish critervia to achieve an equitable
apportionment among the States of Federal expenditures for carrying
out the programs authorized by section 431. In developing these criteria
the Secretary shall consider the number of registrations under section
447 and other relevant factors.

“CITILD CARE AND SUPPORTIVE SERVICES

“Src. 437, (a) There are authorized to be appropriated for each fiscal
vear such sums as may be necessary to enable the Secretary of Health,
Education, and Welfare to make grants to any public or nonprofit
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private agency or organization, and contracts with any public or
private agency or organization, for not to exceed (except in such cases
as the Secretary of Health, Education, and Welfare may determine) 90
per centum of the cost of projects for the provision of child care and
related services, including necessary alteration, remodeling, and reno-
vation of facilities, which may be necessary or appropriate in order
to better enable an individual who has been registered pursuant to part
D or is receiving supplementary payments pursuant to part E to under-
take or continue manpower training or employment under this part or
to enable a member of a family, which is or has been (within such
period of time as the Secretary may prescribe) eligible for benefits
under such part D or payments pursuant to such part E, to under-
take or continue manpower training or employment under this part;
or, with respect to the period prior to the date when part D becomes
effective for a State, to better enable an individual receiving aid to
families with dependent children, or whose needs are taken into account
in determining the need of any one claiming or receiving such aid,
to participate in manpower traning or employment.

“(b) Such sums shall also be available to enable the Secretary of
Health, Education, and Welfare to make grants to any public or non-
profit private agency or organization, and contracts with any public
or private agency or organization for evaluation, training of personnel,
technical assistance or research or demonstration projects to determine
more effective methods of providing any such care and other services.

“(c) To the extent permitted by the Secretary of Health, Education,
and Welfare, the non-Federal share of the cost of any such project may
be provided in the form of services or facilities.

“(d) The Secretary of Health, Education, and Welfare may provide,
in any case in which a family is able to pay for part or all of the cost
of day care or other services provided under a project assisted under
this section, for payment by the family of such fees for the care or
services as may be reasonable in the light of such ability.

“ADVANCE FUNDING

“Skc. 438. (a) For the purpose of affording adequate notice of fund-
ing available under this part, appropriations for grants, contracts, or
other payments with respect to individuals registered pursuant to
section 447 are authorized to be included in the appropriation Act
for the fiscal year preceding the fiscal year for which they are available
for obligation.

“(b) In order to effect a transition to the advance funding method
of timing appropriation action, the amendment made by subsection
(a) shall apply notwithstanding that its initial application will result
in enactment in the same year (whether in the same appropriation
Act or otherwise) of two separate appropriations, one for the then
current fiscal year and one for the succeeding fiscal year.

“RVALUATION AND RESEARCH ; REPORT TO CONGRESS

“Spc. 439. (a) The Secretary shall (jointly with the Secretary of
Health, Education, and Welfare) provide for the continuing evalna-
tion of the manpower training and employment programs provided
under this part, including their effectiveness in achieving stated goals
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and their impact on other related programs. The Secretary may con-
duct research regarding, and demonstrations of, ways to improve the
effectiveness of the manpower training and employment programs so
provided and may also conduct demonstrations of improved training
techniques for upgrading the skills of the working poor. The Sec-
retary may, for these purposes, contract for mdependent evaluations
of and research regarding such programs or individual projects under
such programs, and establish a data collection, processing, and re-
trieval system.

“(b) The Secretary shall report to the Congress on or before the
end of each fiscal year (with the first such report being made on or
before the July 1 following the first full year after the date on which
part D becomes effective with respect to any States) on the manpower
training and employment programs provided under this part.”

ELIMINATION OF PRESENT PROVISIONS ON CASIT ASSISTANCE FOR FAMILIES
WITH DEPENDENT CHILDREN

Sec. 103. (a) Section 401 of the Social Security Act (42 U.8.C. 601)
1s amended by striking out “financial assistance and” in the first
sentence.

(b) Section 402(a) of such Act (42 U.S.C. 602) is amended by—

(1) striking out “aid and” in so much thereof as precedes
clause (1) ;

(2) inserting, at the beginning of clause (1), “except to the
extent permitted by the Secretary,”;

(3) striking out clause (4);

(4) mn clause (5)(B), striking out “recipients and other per-
sons” and inserting in lieu thereof “persons” and striking out
“providing services to applicants and recipients” and inserting in
lieu thereof “providing services under the plan”;

(5) striking out clauses (7) and (8);

(6) in clause (9), striking out “aid to families with dependent
children” and inserting in licu thereof “the plan”;

(7) striking out clauses (10), (11),and (12);

(8) mn clause (14), striking out “for each child and relative
who receives aid to families with dependent children, and each
appropriate individnal (living in the same home as a relative and
child receiving such aid whose needs are taken into account in
making the determination under clause (7))” and inserting in
lieu thereof “for each member of a family receiving assistance to
needy families with children, each appropriate individual (living
in the same home as such family) whose needs would be taken
into account in determining the need of any such member under
the State plan (approved under this part) as in effect prior to
the enactment of part D, and each individual who would have
been eligible to receive aid to families with dependent. children
under such plan” and striking out “such child, relative, and in-
dividual” and inserting in lien thereof “snch member or in-
dividual”;

(9) striking out clause (15) and inserting in lieu thereof:

“(15) (\\) provide for the development of a program, for appropriate
members of such families and such other individuals, for preventing
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or reducing the incidence of births out of wedlock and otherwise
strengthening family life, and for implementing such program by as-
suring that in all appropriate cases family planning services are of-
fered to them, but acceptance of family planning services provided
under the plan shall be voluntary on the part of such members and
individuals and shall not be a prerequisite to eligibility for or the re-
ceipt of any other service under the plan; and (B) to the extent
that services provided under this clause or clause (14) are furnished
by the staff of the State agency or the local agency administering the
State plan in each of the political subdivisions of the State, for the
establishment of a single organizational unit in such State or local
agency, as the case may Dbe, responsible for the furnishing of such
gervices;”

(10) striking out “aid” in clause (16) and “aid to families with
dependent children” in clause (17)(A) (i) and inserting in lieu
thereof “assistance to needy families with children” and striking
out “aid” in clause (17) (A) (i1) and inserting in lieu thereot
“assistance”;

(11) striking out clause (19) ;

(12) striking out “aid to families with dependent children
in the form of foster care” in clause (20) and inserting in lien
thereof “payments for foster care”; striking out “dependent
child or children with respect to whom aid is being provided
under the State plan” in clause (21)(A) and inserting in lieu
thereof *“child or children with respect to whom assistance to
needy families with children or foster care is being provided”;

(13) striking out “aid is being provided under the plan of such
other State” in clause (A) and clause (B) of clause (22) and in-
serting in lieu thereof “assistance to needy families with children
or foster care payments are being provided in such other State”;

(14) striking out clause (23) and striking out “; and™ at the
end of clanse (22) and inserting in lieu thercof a period.

() Section 402(b) of such Act is amended to read as follows:

“(b) The Secretary shall approve any plan which fulfills the
conditions specified in subsection (a), except that he shall not approve
any plan which imposes, as a condition of eligibility for services
under it, a residence requirement which denies services or foster care
payments with respect to any individual residing in the State.

(d) Such section 402 is further amended by striking out snbsection
(c) thereof.

(e) Subsection (a) of section 403 of such Act (42 U.S.C. 603) is
amended by—

(1) striking out “aid and services” and inserting in lieu there-
of “services” in so much thereof as precedes paragraph (1) ;

(2) amending paragraph (1) to read:

“(1) an amount equal to the sum of the following proportions
of the total amounts expended during such quarter as payments
for foster eare m accordance with section 408— )

“(A) five-sixths of such expenditures, not counting so
much of any expenditures as exceeds the product of $18 multi-
plied by the number of children receiving such foster care
in such month; plus

“(B) the Federal percentage of the amount by which such
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expenditures exceeds the maximum which may be counted
under subparagraph (A), not counting so much of any ex-
penditures with respect to such month as exceeds the product
of $100 multiplied by the number of children receiving such
foster care for such month.”

(3) striking out paragraph (2) ;

(4) in paragraph (3), striking out “in the casc of any State,”
in so much thereof as precedes subparagraph (A), striking out in
clause (1) of such subparagraph “or relative who is receiving aid
under the plan, or to any other individual (living in the same
home as such relative and child) whose needs are taken into
account in making the determination under clause (7) of such
section” and inserting in licu thereof “receiving foster care or
any member of a family receiving assistance to needy families
with children or to any other individual (living in the same home
as such family) whose necds would be taken into acconnt in de-
termining the nced of any such member under the State plar
approved under this part as in effect prior to the enactment. of
part D, striking out in clause (i) of such subparagraph “child
or relative who is applying for aid to families with dependent,
children or” and inserting in lien thereof “member of a family™
and striking out in such clause (it) “likely to become an applicant
for or recipient of such aid” and 1nserting in lien thereof “likely
to become eligible to receive such assistance”;

(5) striking out the sentences of such subsection (a) which
follow paragraph (5);

(f) Subsection (b) of such section 403 is amended by striking out.
“records showing the number of dependent children in the State and
(C)” in paragraph (1) thereof and by striking out, in paragraph (2)
thereof, “(A)” and everything beginning with “ and (B)” and all
that follows down to hut not including the period.

(g) Section 404 of snch Act (42 1.S.C. 604) is amended by striking
ont “(a) In the case of any State plan for aid and services” and
inserting in lien thereof “In the case of any State plan for services”
and by striking out subsection (b) thereof.

() Section 405 of sneh Act (42 U.S.C. 605) is repealed.

(1) Section 406 of such Act (42 U.8.C. 606) isamended by—

(1) striking out subsections (a) and (D) and inserting in lien
thercof:

“(a) The term ‘child’ means a child as defined in seetion 445 (1).

“(b) The term ‘needy families with children’ means families who
are receiving family assistance benefits mnder part D and who (1) ave
recelving supplementary payments nnder part T, or (2) would be
eligible to receive aid to families with dependent children, nnder a
State plan (approved nnder this part) as in effect. prior {o the
enactment of part D, if the State plan had continned in effect and if
it inchided assistance to dependent children of unemployed fathers
pursnant. to section 407 as it was in effect. prior to snch enactment.;
and ‘assistance to needy families with children’ means family assist-
ance benefits under such part D, paid to such families.”

(2) striking ontsubsection (c¢) ; '

(3) in subsection (e) (1), striking out “living with any of the
relatives specified in subsection (a) (1) in a place of residence
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maintained by one or more of such le]atn es as his or their own
home” and inserting in lieu thereof “a member of a family (as
defined in section 440(&)) and striking out “because such child
or relative refused” and inserting in liew thereof “because such
child or another member of such ifuml\ refused.”

(j ) Section 407 of such Act (42 U.S.C.607) i is repealed.

(k) Section 408 of such Act (42 U.S.C. 608) isamended by—

(1) amending so much (including the heading) thereof as

preceeds subparagraph (1) of paragraph (b) to read as follows:

“FOSTER CARE

“SEC 408. For purposes of this part—

“(a) Foster care shall include only such care which is provided
in behalf of a child (1) who would, except for his removal from the
home of a family as a result of a ]udlcml determination to the effect
that continuation therein would be contrary to his welfare, be a mem-
ber of such family receiving assistance to needy families with chil-
dren, (2) whose placement “and care are the responsibility of (A)
the State or local agency administering the State plan approved under
section 402, or (B) any other public agency with whom the State

agency admmlstermc or supervising the administration of such State
pfan has made an zmreement which 1s still in effect and which includes
provision for assuring development of a plan, satisfactory to such
State agency, for such child as provided 1n paragraph (f) (1) and
such other provisions as may be necessary to assure accomplishment
of the objectives of the State plan approved under section 402, (3)
who has been placed in a foster family home or child-care institution
as a result of such determination, and (4) who (A) received assistance
to needy families with children in or for the month in which court
proceedings leading to such determination were initiated, or (B)
would have received such assistance to needy families with children
in or for such month if application had been made therefore, or (C)
in the case of a child who had been a member of a family (as defined
in section 445(a)) within 6 months prior to the month in which such
proceedings were initiated, would have received such assistance in
or for such month if in such month he had been a member of (and
removed from the home of) such a family and application had been
made therefor ;

“(b) but only if such cmre 1s provided—";

(2) in paragraph (b)(2), striking out “‘aid to families w 1th
dependent clnldren’ ” and inserting 1n lieu thereof “foster care”
and StI‘l]:xln(T out “such foster care” and mserting in lieu thereof
“foster care” ;

(3) striking out subsection (c) ;

(4) striking out ‘“aid” and 1nsert1n(r m lieu thereof “services”
in subsection (e)

(5) in subsection (f) (1), striking out “relative specified in sec-
tion 406 (a)” and inserting in lieu thereot “family (as defined in
section 445 (a))”;

(6) in subsection (f)(2), striking out “522” and inserting in
lieu thereof “422” and str 1k1no out “part 3 of title V7 and msert-
ing in lieu thereof “part B of this title”.

35~220—69———-6
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CLLANGE IN 1EADING

Sec. 104, () The heading of title IV of the Social Security Act (42
17.5.(" 601, et seq.) is amended to read as follows:

“TITLE IV—FAMILY ASSISTANCE BENEFITS, STATE
SUPPLEMENTAL PAYMENTS, WORK INCENTIVE PRO-
GRAMS, AND GRANTS TO STATES FOR FAMILY AND
(CHILD WELFARE SERVICES”

(b) The heading of part A of such title IV is amended to read as
follows:

“Parr A—Srrvices 1o Neepy Fasymaes Wit Cinnpren®
TITLE II-——AID TO THE AGED, BLIND, AND DISABLED
GRANTS TO STATES YOR AID TO TIIE AGED, BLIND, AND DISABLED

Swc. 201. Title XVI of the Social Security Act (42 U.S.C. 1381 et
seq.) is amended to read as follows:

“TITLE XVI—GRANTS TO STATES FOR AID TO THE
AGED, BLIND, AND DISABLED

“ APPROPRIATIONS

“Src. 1601. For the purpose of enabling each State to furnish fi-
nancial assistance to needy individuals who are 65 years of age or
over, blind, or disabled and for the purpose of encouraging each State
to furnish rehabilitation and other services to help such individuals
attain or retain capability for self-support or self-care, there are au-
thorized to be appropriated for each fiscal year sums sufficient to
carry out these purposes. The sums made available under this section
shall be used for making payments to States having State plans ap-
proved under section 1602,

“STATE PLANS FOR FINANCIAL ASSISTANCE AND SERVICES TO TIIE AGED,
BLIND, AND DISABLED

“Skc. 1602. (a) A State plan for aid to the aged, blind, and disabled
must—

“(1 provide for the establishment or designation of a single
State agency to administer or supervise the administration of the
State plan;

“(2) provide such methods of administration as are found by
the Secretary to be necessary, for the proper and eflicient opera-
tion of the plan, including methods relating to the establishment
and maintenance of personnel standards on a merit basis (but the
Secretary shall exercise no authority with respect to the selec-
tion, tenure of office, and compensation of individuals employed
in accordance with such methods) ;

“(3) provide for the training and effective use of social serv-
ice personnel in the administration of the plan, for the furnishing
of technical assistance to units of State government and of po-
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litical subdivisions which are furnishing financial assistance or
services to the aged, blind, and disabled, and for the development
through research or demonstration projects of new or improved
methods of furnishing assistance or services to the aged, blind,
and disabled ; )

“(4) provide for the training and effective use of paid sub-
professional staff (with particular emphasis on the full-time or
part-time employment of recipients and other persons of low-
Income as community service aides) in the administration of the
plan and for the use of nonpaid or partially paid volunteers
In a social service volunteer program in providing services to
applicants and recipients and 1n assisting any advisory commit-
tees established by the State agency;

“(5) provide that all individuals wishing to make application
for aid under the plan shall have opportunity to do so and that
such aid shall be furnished with reasonable promptness with re-
spect to all eligible individuals;

“(6) provide for the use of a simplified statement, conforming
to standards prescribed by the Secretary, to establish eligibility,
and for adequate and effective methods of verification of eligibility
of applicants and recipients through the use, in accordance with
regulations prescribed by the Secretary, of sampling and other
scientific techniques;

“(7) provide that, except to the extent permitted by the Secre-
tary with respect to services, the State plan shall be in effect in
all political subdivisions of the State, and, if administered by
them, be mandatory upon them;

“(8) provide for financial participation by the State ;

“(9) provide that, in determining whether an individual is
blind, there shall be an examination by a physician skilled in the
diseases of the eye or by an optometrist, whichever the individual
may select ;

“(10) provide for granting an opportunity for a fair hearing
before the State agency to any individual whose claim for aid
under the plan is denied or is not acted upon with reasonable
promptness;

#(11) provide for periodic evaluation of the operations of the
State plan, not less often than annually, in accordance with stand-
ards prescribed by the Secretary, and the furnishing of annual re-
ports of such evaluations to the éecretary together with any neces-
sary modifications of the State plan resulting from such evalua-
tions;

“(f2) provide that the State agency will make such reports,
in such form and containing such information, as the Secretary
may from time to time require, and comply with such provisions
as the Secretary may from time to time find necessary to assure
the correctness and verification of such reports;

“(13) provide safeguards which restrict the use of disclosure
of information concerning applicants and recipients to purposes
directly connected with the administration of the plan (consistent
with section 618 of the Revenue Act of 1951) ;

“(14) provide, if the plan includes aid to or on behalf of
individuals in private or public institutions, for the establish-
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ment or designation of a State authority or authorities which
shall be responsible for establishing and maintaining standards
for such institutions;

“(15) provide a description of the services which the State
makes available to applicants for or recipients of aid under the
plan to help them attain self-support or self-care, including a
description of the steps taken to assure, in the provision of snch
services, maximum utilization of all available services that are
similar or related ;

“(16) provide for periodic evaluation of the operation of the
plan by persons interested in or expert in matters related to as-
sistance and services to the aged, blind, and disabled, inclnding
pegsons who are recipients of aid to the aged, blind, and disabled ;
an

“(17) assure that, in administering the State plan and provid-
ing services thereunder, the State will observe priovities estab-
lished by the Secretary and comply with such performance stand-
ards as the Secretary may, from time to time, cstablish.

Notwithstanding paragraph (1), if on January 1, 1962, and on the date
on which a State submits (or submitted) its plan for approval inder
this title, the State agency which administered or supervised the ad-
ministration of the plan of such State approval under title X was
different from the State agency which administered or supervised the
administration of the plan of such State approved wnder title I and
the State agency which administered or supervised the acininist ration
of the plan of such State approved under title XIV, then the State
agency which administered or supervised the administration of such
plan approved under title X may be designated to administer or super-
vise the administration of the portion of the State plan for aid to the
aged, blind, and disabled which relates to blind individnals and a sepa-
rate State agency may be established or designated to administer or
supervise the administration of the rest of such plan: and in such case
the part of the plan which each such agency administers, or the ad-
ministration of which each such agency supervises, shall he regarded
asa separate plan for purposes of this title.

“(b) The Secretary shall approve any plan which fulfills the con-
ditions specified in subsection (a) and in section 1603, except that he
shall not approve any plan which imposes, as a condition of eligibility
for aid under the plan— ]

“(1) an age requirement of more than sixty-five yvewrs:

“(2) any residency requirement which excludes any individual
who resides in the State;

“(3) any citizen requirement which excludes aiy citizen of the
United States;

“(4) any_ disability or age requirement which exclndes any
persons under a severe disability, as determined m accordance
with criteria prescribed by the Secretary, who are eighteen years
of age or older; or )

“(5) any blindness or age requirement which excludes any
persons who are blind as determined in accordance with criteria
prescribed by the Secretary.

In the case of any State to which the provisions of section 344 of the
Social Security Act Amendments of 1950 were applicable on Janu-
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ary 1, 1962, and to which the sentence of section 1002(b) following
paragraph (2) thereof is applicable on the date on which its State
plan was or is submitted for approval under this title, the Secretary
shall approve the plan of such State for aid to the aged, blind, and
disabled for purposes of this title, even though it does not meet the
requirements of section 1603 (a) if it meets all other requirements of
this title for an approved plan for aid to the aged, blind, and dis-
abled ; but payments to the State under this title shall be made, in the
case of any such plan, only with respect to expenditures thereunder
which would be mecluded as expenditures for the purposes of this
title under a plan approved under this section without regard to the
provisions of this sentence.

“DETERMINATION OF NEED

“Sec. 1603. (a) A State plan must provide that, in determining
the need for aid under the plan, the State agency shall take into con-
sideration any other income or resources of the individual claiming
such aid as well as any expenses reasonably attributable to the earn-
ing of any such income; except that, in making such determination
with respect to any individual—

“(1) the State agency shall not consider as resources (A) the
hone, household goods, and personal effects of the individual,
(B) other personal or veal property, the total value of which does
not exceed $£1,500, or (C) other property which as determined in
accordance with and subject to limitations in regulations of the
Secretary, is so essential to the family’s means of self-support as
to warrant its exclusion, but shall apply the provisions of section
442 (e) and regulations thereunder;

“(2) thie State agency shall not consider the financial respon-
sibility of any individual for any applicant or recipient unless the
applicant or recipient is the individual’s spouse, or the individual’s
child who is under the age of 21 or is blind or severely disabled ;

“(3) if such individual is blind, the State agencv (A) shall
disregard the first $85 per month of earned income plus one-half
of earned income in excess of $85 per month, and (B) shall, for a
period not in excess of twelve months, and may, for a period not
n excess of thirty-six months, disregard such additional amounts
of other income and resources, in the case of any such individual
who has a plan for achieving self-support approved by the State
agency, as may be necessary for the fulfillment of such plan;

“(4) if the individual is not blind but is severely disabled, the
State agency may disregard (A) not more than the first $20 of
the first $80 per month of earned income plus one-half of the
remainder thereof and (B) such additional amounts of other
income and resources, for a period not in excess of thirty-six
months, in the case of any such individual who has a plan for
achieving self-support approved by the State agency. as may be
necessary for the fulfillment of the plan, but only with respect
to the part or parts of such period during substantially all of
which he is undergoing voeational rehabilitation:

“(5) if such individual has attained age 65 and is neither blind
nor severely disabled, the State agency may disregard not more
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than the first %20 of the first $80 per month of earned income plus
one-half of the remainder thereof.
*(b) A State plan mustalso provide that—

“(1) each eligible individual, other than one who is a patient
in a medical institution or is receiving institutional services in an
intermediate care facility to which section 1121 applies. shall
receive financial assistance in such amount as, when added to his
income which is not disregarded pursuant to subsection (a), will
provide a minimum of $90 per month.

“(2) the standard of need applied for determining eligibility
for an amount of aid for the aged, blind, and disabled shall not be
lower than (A) the standard applied for this purpose umler the
State plan (approved under this title) as in effect on the date of
enactment of part D of title IV of this Act. or (B) if there was
no such plan in effect for such State on such date, the standard
of need which was applicable under

“(1) the State vlan which was in effect on such date and
was approved under title I, in the case of any individual who
1s 65 years of age or older,

*(11) the State plan in effect on such date and approved
under title X, in the case of an individual who is blind, or

“(iii) the State plan in effect on such date and approved
under title XIV, in the case of an individual who is severely
disabled,

except that if 2 or more of clauses (i), (1i).and (iii) are applica-
ble to an individual, the standard of need applied with respect to
such individual may not be lower than the higher (or highest) of
the standards under the applicable plans, and except that if none
of such clauses is applicable to individuals, the standard of need
applied with respect to such individual may not be lower than
higher of the standards under the State plans approved under
title I. X, or XTV", which was in effect on such date, and

“(3) no aid will be furnished to any individual under the State
plan for any period with respect to which he is considered a mem-
ber of a family receiving family assistance benefits under part D
of title IV or training allowances under part C thereof for pur-
poses of determining the amount of such benefits or allowances
(but this paragraph shall not prevent payments with respect to
other members of his family pursnant to title IV of this Act).

“(4) no lien will be imposed against the property of any indi-
vidual or his estate on account of aid paid to him under the plan
(except pursuant to the judgement of a court on account of bene-
fits incorrectly paid to such individual). and that there will be no
adjustinent or any recovery of aid correctly paid to him under the
plan.

“(c) For snecial provisions applicable to Puerto Rico, the Virgin
Islands, and Guam, see section 464.

“PAYMENTS TO STATES FOR ATD T TTIE AGED. BLIND, AND DISABLED

“Src. 1604. From the sums appropriated therefor, the Secretary
hall pav to each State which has a nlan approved under this title. for
each calendar quarter, an amount equal to the sum of the following
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proportions of the total amounts expended during each month of such
quarter as aid to the aged, blind, and disabled under the State plan—
“(1) 100 per centum of such expenditures, not counting so much
of any expenditures as exceeds the product of $50 multiplied by the
total number of recipients of such aid for such month; plus
“(2) 50 per centum of the amount by which such expenditures
exceed the maximum which may be counted under paragraph (1),
not counting so much of any expenditures with respect to such
month as exceeds the product of $65 multiplied by the total num-
ber of recipients of such aid for such month: plus
“(3) 25 per centum of the amount by which such expenditures
exceed the maximum which may be counted under paragraph (2),
not counting so much of any expenditures with respect to such
month as exceeds the product of the amount which, as determined
by the Secretary, is the maximum permissible level of assistance
per person in which the Federal Government will participate finan-
cially, multiplied by the total number of recipients of such aid for
such month.
In the case of any individual in Puerto Rico, the Virgin Islands, or
Guam, the maximum permissible level of assistance under paragraph
(3) may be lower than in the case of individuals in the other States. See
also, section 464 for other special provisions applicable to Puerto Rico,
the Virgin Islands, and Guam.

“ALTERNATE PROVISION FOR DIRECT FEDERAL PAYMENTS TO INDIVIDUALS

“Sec. 1605. The Secretary may enter into an agreement. with a State
under which he will, on behalf of the State, pay aid to the aged, blind,
and disabled directly to individuals in the State under the State’s plan
approved under this title and perform such other functions of the State
in connection with such payments as may be agreed upon. In such case
payments shall not be made as provided n section 1604 and the agree-
ment shall also provide for payment to the Secretary by the State of its
share of such aid, together with one-half of the additional cost to the
Secretary involved in carrying out the agreement. other than the cost
of making the payments,

“OVERPAYDMENTS AND UNDERPAYMENTS

“Skc. 1606. Whenever the Secretary finds that more or less than the
correct amount of payment has been made to any person as a direct
Federal payment pursuant to section 1605, proper adjustment or recov-
ery shall, subject to the succeeding provisions of this section, be made
by appropriate adjustments in future payments of the overpaid indi-
vidual or by recovery from him or his estate or payment to him. The
Secretary shall make such provision as he finds appropriate in the case
of payment of more than the correct amount of benefits with a view to
avoiding penalizing individuals who were without fault in connection
with the overpayment, 1f adjustment or recovery on acrount of such
overpayment in such case would defeat the purposes of this title, or
be against equity or good conscience, or (because of the small amount
involved) impede efficient or effective administration.
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“OPERATION OF STATE PLANS

“Sec. 1607. If the Secretary, after reasonable notice and oppor-
tunity for hearing to the State agency administering or supervising the
administration of the State plan approved under this title, finds—

“(1) that the plan no longer complies with the provisions of
sections 1602 or 1603: or
*(2) that in the administration of the plan there is a failure
to comply substantially with any such provision;
the Secretary shall notify such State agency that all, or such portion
as he deems appropriate, of any further payments will not be made to
the State or individuals within the State under this title (or, in his
discretion. that payments will be limited to categories under or parts
of the State plan not affected by such failure), until the Secretary
is satisfied that there will no longer be any such failure to comply.
Until he 1s so satisfied he shall make no such further pavments to the
State or individuals in the State under this title (or shall limit pay-
ments to categories under or parts of the State plan not affected by
«uch failure).

“PAYMENTS TO STATES FOR SERVICES AND ADMINISTRATION

“Src. 1608, (a) If the State plan of a State approved under section
1602 provides that the State agency will make available to applicants
for or recipients of aid to the aged, blind, and disabled under the State
plan at least those services to help them attain or retain capability for
self-support or self-care which are prescribed by the Secretary, such
State shall qualify for payments for services under subsection (b) of
this section.

“(b) In the case of any State whose State plan approved under
section 1602 meets the requirements of subsection (a), the Secretary
shall pay to the State from the sums appropriated therefor an amount
equal to the sum of the following proportions of the total amounts
expended during each quarter, as found necessary by the Secretary for
the proper and eflictent administration of the State plan—

“(1) 75 per centum of so much of such expenditures as are
- for—

“(A) services which are prescribed pursuant to subsec-
tion (a) and are provided (in accordance with subsection
(c)) to applicants for or recipients of aid under the plan to
help them attain or retain capability for self-support or self-
care, or

“(B) other services, specified by the Secretary as likely to
prevent or reduce dependency, so provided to the applicants
or recipients of aid, or

“(C) any of the services prescribed pursuant to subsection
(a), and any of the services specified in subparagraph (B) of
this paragraph. which the Secretarv may specify as apnro-
priate for individuals who, within such period or periods as
the Secretary may prescribe, have been or are likely to become
applicants for or recinients of aid under the plan, if such
services are requested by the individuals and are provided to
them in accordance wtih subsection (c), or
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“(D) the training of personnel employed or preparing for
employment by the State agency or by the local agency ad-
ministering the plan in the political subdivision; plus

“(2) one-half of so much of such expenditures (not included
under paragraph (1)) as are for services provided (in accordance
with subsection (c)) to applicants for or recipients of aid under
the plan, and to individuals requesting such services who (within
such period or periods as the Secretary may prescribe) have been
or are likely to become applicants for or recipients of such aid;
plus

“(3) one-half of the remainder of such expenditures.

“(¢) The services referred to in paragraphs (1) and (2) of subsec-
tion (b) shall, except to the extent specified by the Secretary, mclude
only—

Y “(1) services provided by the staff of the State agency, or the
local agency administering the State plan in the political sub-
division (but no funds authorized under this title shall be avail-
able for services defined as vocational rehabilitation services under
the Vocational Rehabilitation Act (A) which are available to -
dividuals in need of them under programs for their rehabilita-
tion carried on under a State plan approved under that Act, or
(B) which the State agency or agencies administering or super-
vising the administration of the State plan approved under that
Act are able and willing to provide if reimbursed for the cost
thereof pursuant to agreement under paragraph (2), if provided
by such staft), and

“(2) subject to limitations prescribed by the Secretary, services
which in the judgment of the State agency cannot be as econom-
ically or as effectively provided by the staff of that State or local
agency and are not otherwise reasonably available to individuals
in need of them, and which are provided, pursuant to agreement
with the State agency, by the State health authority or the State
agency or agencies administering or supervising the administra-
tion of the State plan for vocational rehabilitation services ap-
broved under the Vocational Rehabilitation Act or by any other
State agency which the Secretary may determine to be appropriate
(whether provided by its staff or by contract with public (local)
or nonprofit private agencies).

Services described in clause (B) of paragraph (1) may be provided
only pursuant to agreement with the State agency or agencies admin-
istering or supervising the administration of the State plan for voca-
tional rehabilitation services approved under the Vocational Rehabili-
tation Act.

“(d) The portion of the amount expended for administration of the
State plan to which paragraph (1) of subsection (b) applies and the
portion thereof to which paragraphs (2) and (3) of subsection (b)
apply shall be determined in accordance with such methods and pro-
cedures as may be permitted by the Secretary.

“(e) In the case of any State whose plan approved under section
1602 does not meet the requirements of subsection (a) of this section,
there shall be paid to the State, in lieu of the amount provided for
under subsection (b), an amount equal to one-half the total of the
sums expended during each quarter as found necessary by the Secre-
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tary for the proper and efficient administration of the State plan, in-
cluding services referred to in subsections (b) and (¢) and provided
in accordance with the provisions of those subsections. o
“(f) Inthe case of any State whose State plan included a provision
meeting the requirements of subsection (a), but with respect to which
the Secretary finds, after reasonable notice and opportunity for hear-
ing to the State agency administering or supervising the administra-
tion of the plan, that—
“(1) the provision no longer complies with the requirements
of subsection (a).or
“(2) in the administration of the plan there is a failure to com-
ply substantially with such provision,
the Secretary shall notify the State agency that all, or such portion
as he deems appropriate, of any further payments will not be made to
the State under subsection (b) until he is satisfied that there will no
longer Lie any such failuve to comply. Until the Secretary is so satisfied,
no such farther pavments with respect to the administration of and
services nnder the State plan shall be made, subject to the other pro-
visions of thiz title, under subsection (e) instead of subsection (b).

“COMPUTATION OF PAYMENTS TO STATES

“SEC.1609. (a) (1) Prior to the beginnine of cach quarter, the Sec-
retary shall estimate the amount to which a State will he entitled under
subsections 1604 and 1608 for that quarter. such estimates to be based
on (.\)} a veport filed by the State containine its estimate of the total
st fo be expended in that quarter in accordance with the provisions
of sections 1604 and 1608, and statine the amount appropriated or made
available Iwv the State and its political suhdivisions for such expencdi-
tures in that quarter, and, if such amount is less than the State’s pro-
portionate share of the total snm of such estimated exnenditures, the
sonree nr sanrces from which the difference is expected to he derived.
and (B) svch other investioation as the Secretary may find necessary.

“(2) Tle Secretary shall then payv in such instalhments as he may
determine, the amount so estimated, reduced or inereased to the extent
of any overpavment or nnderpayment which the Secretary determines
was made ander this section to the State for anv prior quarter and
with respect to which adjustment has not already been made under
this subsection. )

“(h) The pro rata share to which the Tnited States is equitably en-
titled. as determined by the Secretarv. of the net amonnt recovered
during any quarter by a State or political snbdivision thereof with
respect to aid furnished under the State plan, hut excluding any
amoint of snch aid recovered from the estate of a decensed vecipient
which is not in excess of the amount expended by the State or any
nolitical subdivision thereof for the funeral expenses of the deceased.
s(‘lt:;” I\te comsidered an overpayment to be adjusted under subsection

A (2),

“(¢) T'pon the making of any estimate by the Secretarv under this
subsection, any appropriations available for pavments under this sec-
tion shall he deemed obligated.
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SHEFINTITON

“Suc. 1610. For purposes of this title, the term ‘aid to the aged,
Llind, and disabled’ means money payments to needy individunals who
are 65 years of age or older, are blind, or are severely disabled, but
siich term does not include—

“(1) any such payments to any individual who is an inmate of
a public institution (except as a patient i a medical institu-
tion) ; or

“(2) any such payments to any individual who has not attained
65 years of age and who is a patient in an institution for tuber-
culosis or mental diseases.

Such term also includes payments which are not included within the
meaning of such term under the preceding sentence, but which would
be so included except that they are made on behalf of such a needy
individual to another individual who (as determined in accordance
with standards prescribed by the Secretary) is interested in or con-
cerned with the welfare of such needy individual, but only with respect
to a State whose State plan approved under section 1602 includes
provision for—

“(A) determination by the State agency that the needy individ-
ual has, by reason of his physical or mental condition, such n-
ability to manage funds that making payments to him would be
contrary to his welfare and, therefore, it is necessary to provide
such aid through payments described in thissentence;

(B) making such payments only in cases in which the payment
will, under the rules otherwise applicable under the State plan
for determining need and the amount of aid to the aged, blind, and
disabled to be paid (and in conjunction with other income and
resources), meet all the need of the individuals with respect to
whom such payments are made;

“(C) undertaking and continuing special efforts to protect
the welfare of such individuals and to improve, to the extent pos-
sible, his capacity of self-care and to manage funds;

“(D) periodic review by the State agency of the determina-
tion under clanse (A) to ascertain whether conditions justifying
such determination still exist, with provision for termination of
the payments if they do not and for seeking judicial appointment
of a guardian, or other legal representative, as described in section
1111, if and when it appears that such action will best serve the
interests of the needy individual: and

“(B) opportunity for a fair hearing before the State agency
on the determination referred to in clause (A) for any individnal
with respect to whom it ismade.

TWhether an individual is blind or severely disabled, shall be deter-
mined for purposes of this title in accordance with eriteria prescribed
by the Secretary.”

REPEAL OF TITLYES I, X, AND XIV OT TTIE SOCIAL SECTURITY ACT

Src. 202. Titles I, X, and XIV of the Social Security Act (42 U.S.C.
301, et seq., 1201, et seq., 1351, et seq.) are hereby repealed.
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TRANSITION PROVISION RELATING TO OVERPAYMENTS AND UNDERPAYMENTS

Sre. 203. In the case of any State which has a State plan approved
under title I, X, XTIV, or X VT of the Social Security Act as in effect
prior to the enactment of this section, any overpayment or underpay-
ment which the Secretary determines was made to such State nnder
section 3, 1003, 1403, or 1603 of snch et with respect to a period be-
fore the approval of a plan under title XVI as amended by this \et,
and with respect to which adjustment has not alveady bLeen made
under subsection (b) of such section 3, 1003, 1408, or 1603, <hall, for
purposes of section 1609 (1) of such et us hevein amended be con-
sidered an overpayment or underpayment (as the case may he) made
under title XVIof such et as herein amended,

TRANSITION PROVISION RELATING TO DEFINITIONS O BLINDNENN
AND DISABILITY

Src. 204, In the case of any State which has in operation a plan of
ald to the blind under title X, aid to the permanently and totally dis-
abled under title XIV, or aid to the aged, Llind, or disabled nnder
title XVI, of the Social Security et as in cffect prior to the enact-
ment of this Act, the State plan of such State submitted under title
NXVT of such Act as amended by this .\ct shall not be denied approval
thereunder, with respect to the period ending with the first Jnly 1
which follows the close of the first regnlar session of the fegislature
of such State which begins after the enactment of this Act. by reason
of its failure to incinde therein a test of disability or blindness differ-
ent from that included in the State’s plan (approved under such title
X, XTIV, or XVT of such .Act) as in effect on the date of the enact-
ment of this Act.

TITLE ITI—MISCELLANEOUS CONFORMIN(:
AMENDMENTS

Sec. 301. Section 228(d) (1) of the Social Security et iz amended
by striking out “I, X, XIV, or”” and by striking out “part A™ and
mserting in leu thereof “receives payvments with respect to such
month pursuant to part D or 7.

Sec. 302. Title XI of the Social Security Aet is amended as follows:

(1) in section 1101(a) (1) by striking out “I", *NX.”, and
“XI‘T,” :

(2) in section 1106(c) (1) (\\) by striking ont “I, X, NXIV.”:

(8) in section 1108 by striking out “I, X, XIV, and XVT" and
mserting in Lien thereof “X VI in subsection (a) and by striking
out “section 402(a) (19)” and inserting in lieu therent “part .\ of
title IV” in subsection (h) ;

(4) by amending section 1109 to read as follows:

“Sre. 1109, Anv amount which is disregarded (or set aside for
future needs) in determining the eligibility for and amount of aid or
assistance for any individual under a State plan approved under title
XVT or XIX, or eligibility for and amount. of payments pursuant to
part D or I of title IV, shall not be taken into consideration in de-
termining the eligibility for and amount of such aid, assistance, or
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payments for any other individnal under such other State plan or such
part D or E.7;

(5) in section 1111 by striking out “I, X, XIV, and” and by
striking out “part A7 and inserting in lieu thereof “parts D
and E”;

(6) in section 1115 by striking out “I, X, XIV,” and by striking
out “part A” and inserting in lieu thereof “parts A and E” in so
much thereof as precedes clause (a), by striking out “of section 2,
402, 1002, 1402,” and inserting in lieu thereof “of or pursuant to
section 402, 452,” in clause (a) thereof, and by striking out “3, 403,
1003, 1403, 1603,” and inserting in lieu thereof “403, 453, 1604,
1608, in clause (b) thereof;

(7) in section 1116 by striking out “I, X, XIV,” in subsections
(a) (1}, (b), and (d), and by striking out “4, 404, 1004. 1404,
1604,” in subsection (a)(3) and inserting in lieu thereof “404,
1607, 1608, ;

(8) by repealing section 1118;

(9) in section 1119 by striking out “I, X, XIV,” and by striking
out “part A” and inserting in lieu thereof “services under a State
plan approved under part A”, and by striking out “3(a), 403(a),
1003(a), 1403(a), or 1603(a)” and inserting in lieu thereof “403
(a) or 1604”; and

(10) in section 1121(a) by striking out “a plan for old-age
assistance, approved under title I, a plan for aid to the blind, ap-
proved under title X, a plan for aid to the permanently and totally
disabled, approved under title XIV, or a plan for aid to the aged,
blind, or disabled” and inserting in lieu thereof “a plan for aid to
the aged, blind, and disabled”, and by inserting “(other than a
public nonmedical facility)” after “intermediate care facilities™
the first time it appears therein.

; 1SlEo. 303. Title XVIII of the Social Security Act is amended. as
ollows:

(1) in section 1843 (b) by striking out “title I or” in paragraph
(1), by striking out “all of the plans” in paragraph (2) and sub-
stituting in lien thereof “the plan”, and by striking out “titles I,
X, XIV, and XVI, and part A” in paragraph (2) and inserting
in lieu thereof “title X VI and under part E”:

(2) in section 1843 (f) by striking out “title I, X, XIV, or XVI
or part A” both times it appears and inserting n lien thereof
“title X VI and under part E”, and by striking out “title I, X VI,
or XIX” and inserting in lien thereof “title X VI or XIX"; and

(3) in section 1863 by striking out “I, XVI”, and inserting in
lieu thereof “XVI”,

; SEC. 304. Title XIX of the Social Security Act is amended as
ollows:

(1) in clause (1) of the first sentence of section 1901 by striking
out “families with dependent children” and “permanently and
totally” and inserting in lieu thereof, respectively, “needy families
with children” and “severely”;

(2; in section 1902(212 (52 by striking out “I or”;
(3) in section 1902(a) 10;7 by amending so much thercof as
precedes clause (A.) toread:
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“(10) provide for making medical assistance available to
all individuals receiving assistance to needy families with chil-
dren as defined in section 406(b), recerving payments under
an agreement pursuant to part I of title IV, or receiving aid
to the aged, blind, and disabled under a State plan approved
under title XVI; and—" ‘ ‘

and by amending clauses (A) and (B) by inserting “or payments
under such part E” after “such plan” each time it appears therein

(#) by amending section 1902(a) (13) (B) to read: )

“(B) in the case of individuals receiving ussistance to
needy falhmies with children as defined in section 406 (b), re-
celving payments under an agreement pursuant to part IS of
title IV, or receiving aid to the aged, blind, and disabled
under a State plan approved under title X VI, for the inclu-
sion of at least the care and services listed in clauses (1)
through (5) of section 1905(a), and”;

(5) in section 1902(a) (14) (A) by striking out “aid or assist-
ance under State plans approved under title I, X, X1V, X VI, and
part A of title IV,” and inserting in lieu therect “assistance to
needy families with children as defined in section 406(b), receiv-
ing payments under an agreement pursuant to part E of title IV,
or receiving aid to the aged, blind, and disabled under a State
plan approved under title X VI,”

(6) in section 1902(a) (17) by striking out in so much thereof
as precedes clause (A) “aid or assistance under the State’s plan
approved under title I, X, XTIV, or XVI, or part A of title IV,”
and inserting in lieu thereof “assistance to needy families with
children as defined in section 406 (b), payments under an agree-
ment pursuant to part I of title IV, or aid under a State plan
approved under title XVI,” by striking out in clause (B) thereof
“a1d or assistance in the form of money payments under a State
plan approved under title I, X, XIV, or X VI, or part A of title
IV”and inserting in lieu thereof “assistance to needy families with
children as defined in section 406(b), payments under an agree-
ment pursuant to part E of title IV, or aid to the aged. blind, and
disabled under a State plan approved under title XV I, and by
striking out in such clause (B) “and or assistance under such plan”
and inserting in lieu thereof “assistance, and, or paymenfs?:

(7) in section 1902(a)(20)(C) by striking out “section
3(a) (4) (A) (1) and (ii) or section 1603 (a) (4) () (i) and (i1)"
and inserting in lieu thereof “section 1608(b) (1) (.\) and (B);

(8) 1 the last sentence of section 1902 (a) by striking out “title
X (or title XVI, insofar as it relates to the blind) was different
from the State agency which administered or supervised the ad-
ministration of the State plan approved under title I (or title
X VI, insofar as it relates to the aged), the State agency which
-administered or supervised the administration of such plan ap-
proved under title X (or title XVI, insofar as it relates to the
blind)” and inserting in lieu thereof, “title XV, insofar as it
relates to the blind, was different from the agency which admin-
istered or supervised the administration of such plan insofar as it
relates to the aged, the agency which administered or supervised
the administration of the plan insofar as it relates to the blind™;
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(9) in section 1902(b) (2) by striking out “section 406(a)(2)”
and inserting in lieu thereof “section 406 (b)“;

(10) in section 1902(c) by striking out “I, X, XTIV, or XV, or
part A” and inserting in lieu thereof “X VI or under an agreement
under part E7;

(11) in section 1903 (a) (1) by striking out *I, X, XIV, or XVT,
or part A” and inserting in lieu thereof “X VI or under an agree-
ment under part E”;

(12) by repealing subsection (c¢) of section 1903:

(13) in section 1903(f)(1)(B)(i) by striking out “highest
amount which would ordinarily be paid to a family of the same
size.without any income or resources, in the form of money pay-
ments, under the plan of the State approved under part A of title
IV of this Act” and inserting in lieu thereof, “highest total amount
which would ordinarily be paid under parts D and E of title IV
to a family of the same size without income or resources, eligible
in that State for money payments under part E of titie IV of this
Act?;

(14) in section 1903 (£) (3) by striking out “the ‘highest amount
which would ordinarily be paid’ to such family under the State’s
plan approved under part A of title IV of this Act™ and inserting
m lieu thereof “the ‘highest total amount which would ordinarily
be paid’ to such family”;

15) in section 1903 (f) (4) (A) by striking out “I, X, XTIV, or
XVI, of part A” and inserting in lieu thereof “XVT or under an
-agreement under part £”; and

(16) by amending section 1905 (a)—

(A) by striking out “aid or assistance under the State’s
plan approved under title I, X, X1V, or XVI, or part A of
title IV who are—" in so much thereof as precedes clause (i)
and inserting in lieu thereof “payments under part E of title
IV or aid under a State plan approved under title XVI, who
are—",

(B) by amending clause (ii) to read: “(ii) receiving as-
sistance to needy families with children as defined in section
406(Db), or payments pursuant to an agreement under part IS
of title IV,”,

(C) by amending clause (v) toread :“(v) severely disabled
as defined by the Secretary in accordance with section 1602
(b)]gl),” and

(D) by striking out “or assistance™” and “I, X, XTIV, or™ in
clause (v1) and in the second sentence of such section 1905(a).

TITLE IV—GENERAL
EFFECTIVE DATE

Skc. 401. The amendments and repeals made by the preceding
provisions shall become effective, and section 9 of the Act of April 19,
1950 (25 U.S.C. 639) is repealed effective, on the first January 1 fol-
lowing the fiscal year in which this Act is enacted; except that—

(1) in the case of any State a statute of which prevents it from
making the supplementary payments provided for in pat E of
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title IV of the Social Security .\ct, as amended by this Aet, the
amendments made by this Act and such repeal shall not apply
with respect to individuals in such State until (if later than the
date referred to above) the first July 1 which follows the close of
the first regular session of the legislature of such State which
begins after the enactment of this Act or until (if earlier than
July 1) the first calendar quarter following the date on which the
State certifies it is no longer so prevented from making such
payments: and
(2) in the case of any State a statute of which prevents it from
complying with the requirements of section 1602 of the Social
Security Act, as amended by this Act, the amendments made by
title IT of this Act shall not apply until (if later than the January 1
referred to above) the first July 1 which follows the close of the
first regular session of the legislature of such State which begins
after the enactment of this Act or on the earlier date on which
such State submits a plan meeting such requirements of section
1602;
and except that section 437 of the Social Security Act, as amended
by this Act, shall be effective upon enactment of this Act.

MEANING OF SECRETARY AND FISCAL YEAR

SeC. 402. As used in this Act and in the amendments made by this
Act, the term “Secretary” means, unless the context otherwise requires
and except in part C of title IV of the Social Security Act, the Secre-
tary of Health, Education, and Welfare; and the term “fiscal year”
means a period beginning with any July 1 and ending with the close
of the following June 30.



THE PRESIDENT’S MESSAGE ON WELFARE REFORM
Tae Warre Housk.

To the Congress of the United States :

A measure of the greatness of a powerful nation is the character of
the life it creates for those who are powerless to make ends meet.

If we do not find the way to become a working nation that properly
cares for the dependent, we shall become a welfare state that under-
mines the incentive of the working man.

The present welfare system has failed us—it has fostered family
breakup, has provided very little help in many States and has even
deepened dependency by all too often making it more attractive to go
on welfare than to go to work.

I propose a new approach that will make it more attractive to go
to work than to go on welfare, and will establish a nationwide mini-
mum payment to %ependent families with children.

I propose that the Federal Government pay a basic income to those
American families who cannot care for themselves in whichever State
they live.

Iypropose that dependent families receiving such income be given -
good reason to go to work by making the first $60 a month they earn
completely thewr own, with no deductions from their benefits.

I propose that we make available an addition to the incomes of the
“working poor,’ to encourage them to go on working and to eliminate
the posssibility of making more from welfare than from wages.

I propose that these payments be made upon certification of income.
with demeaning and costly investigations replaced by simplified re-
views and spot checks and with no elégibility requirement that the
household be without a father. That present requirement in many
States has the effect of breaking up families and contributes to delin-
quency and violence.

I propose that all employable persons who choose to accept these
payments be required to register for work or job training and bde re-
quired to accept that work or training, provided suitable jobs are
available either locally or if transportation is provided. Adequate and
convenient day care would be provided children wherever necessary
to enable a parent to train or work. The only exception to this work
requirement would be mothers of preschool children.

I propose a major expansion of job training and day care facilities,
so that current welfare recipients able to work can be set on the road
to self-reliance.

I propose that we also provide uniform Federal payment minimums
for the present three categories of welfare aid to adults—the aged,
the blind, and the disabled.

This would be total welfare reform—the transformation of a sys-
tem frozen in failure and frustration into a system that would work
and would encourage people to work.

(93)
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Accordingly, we have stopped considering human welfare in isola-
tion. The new plan is part of an overall approach which includes a
comprehensive new Manpower Training Act, and a plan for a system
of revenue sharing with the States to help provide all of them with
necessary budget relief. Messages on manpower training and revenue
sharing will follow this message tomorrow and the next day, and the
three should be considered as parts of a whole approach to what is
clearly a national problem.

Need for new departures

A welfare system is a success when it takes care of people who can-
not take care of themselves and when it helps employable people climb
toward independence. .

A welfare system is a failure when it takes care of those who can
take care of themselves, when it drastically varies payments in differ-
ent areas, when it breaks up families, when it perpetuates a vicious
cycle of dependency, when it strips human beings of their dignity.

America’s welfare system is a failure that grows worse every day.

First, it fails the recipient: In many areas, benefits are so low that
we have hardly begun to take care of the dependent. And there has
been no light at the end of poverty’s tunnel. After 4 years of inflation,
the poor have generally become poorer.

Second, it fails the taxpayer : Since 1960, welfare costs have doubled
and the number on the rolls has risen from 5.8 million to over 9 mil-
lion, all in a time when unemployment was low. The taxpayer is en-
titled to expect government to devise a system that will help people
lift themselves out of poverty. .

Finally, it fails American society : By breaking up homes, the pres-
ent welfare system has added to social unrest and robbed millions of
children of the joy of childhood; by widely varying payments among
regions, it has helped to draw millions into the sfums of our cities.

The situation has become intolerable. Let us examine the alternatives
available:

We could permit the welfare momentum to continue to gather
speed by our inertia; by 1975 this would result in 4 million more
Americans on welfare rolls at a cost of close to $11 billion a year,
with both recipients and taxpayers shortchanged.

We could tinker with the system as it is, adding to the patch-
work of modifications and exceptions. That has been the approach
of the past, and it has failed.

We could adopt a “guaranteed minimum income for everyone,”
which would appear to wipe out poverty overnight. It would also
wipe out the basic economic motivation for work, and place an
enormous strain on the industrious to pay for the leisure of the
lazy.

Or, we could adopt a totally new approach to welfare, designed
to assist those left far behind the national norm, and provide all
with the motivation to work and a fair share of the opportunity to
fraii.

This administration, after a careful analysis of all the alternatives,
is committed to a new departure that will find a solution for the wel-
fare problem. The time for denouncing the old is over; the time for
devising the new is now.
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Recognizing the practicalities

People usually follow their self-interest.

This stark fact is distressing to many social planners who like to
look at problems from the top down. Let us abandon the ivory tower
and consider the real world in all we do.

In most States, welfare is provided only when there is no father at
liome to provide support. If a man’s children would be better off on
welfare than with the low wage he is able to bring home, wouldn’t he
be tempted to leave liome ?

If a person spent a great deal of time and effort to get on the wel-
fare rolls, wouldn’t he think twice about risking his eligibility by
taking a job that might not last long ?

In each case, welfare policy was intended to limit the spread of de-
pendency ; in practice, however, the effect has been to increase depend-
ency and remove the incentive to work.

We fully expect people to follow their self-interest in their business
dealings; why should we be surprised when people follow their self-
interest in their welfare dealings? That is why we propose a plan in
which it is in the interest of every employable person to do his fair
share of work.

The operation of the new approach

1. We would assure an income foundation throughout every section
of America for all parents who cannot adequately support themselves
and their children. For a family of four with income of $720 or less,
this payment would be $1,600 a year; for a family of four with $2,000
income, this payment would supplement that income by $960 a year.

Under the present welfare system, each State provides “Aid to
families with dependent children,” a program we propose to replace.
The Federal Government shares the cost, but each State establishes
key eligibility rules and determines how much income support will be
provided to poor families. The result has been an uneven and unequal
system. The 1969 benefits average for a family of four is $171 a month
across the Nation, but individual State averages range from $263
down to $39 a month.

A new Federal minimum of $1,600 a year cannot claim to provide
comfort to a family of four, but the present low of $468 a year cannot
claim to provide even the basic necessities. '

The new system would do away with the inequity of very low benefit
levels in some States, and of State-by-State variations in eligibility
tests, by establishing a federally financed income floor with a national
definition of basic eligibility.

States will continue to carry an important responsiblity. In 30
States the Federal basic payment will be less than the present levels of
combined Federal and State payments. These States will be required
to maintain the current level of benefits, but in no case will a State
be required to spend more than 90 percent of its present welfare cost.
The Federal Government will not only provide the “floor,” but it will
assume 10 percent of the benefits now being paid by the States as their
part of welfare costs.

In 20 States, the new payment would exceed the present average
benefit payments, in some cases by a wide margin. In 10 of these States,
where benefits are lowest and poverty often the most severe, the pay-
ments will raise benefit levels substantially. For 5 years, every State
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will be required to continue to spend at least half of what they are now
spending on welfare, to suplement the Federal base.

For the typical “welfare family”—a mother with dependent children
and no outside income—the new system would provide a basic national
minimum payment. A mother with three small children would be
assured an annual income of at least $1,600.

For the family headed by an employed father or working mother,
the same basic benefits would be received, but $60 per month of earn-
ings would be “disregarded” in order to make up the costs of working
and provide a strong advantage in holding a job. The wage earner
could also keep 50 percent of hisbenefits as his earnings rise above that
$60 per month. A family of four, in which the father earns $2,000 in a
year, would receive payments of $960, for a total income of $2,960.

For the aged, the ]blz"nd, and the disabled, the present system varies
benefit levels from $40 per month for an aged person in ore State
to $145 per month for the blind in another. The new system would
establish a minimum payment of $65 per month for all tflree of these
adult categories, with the Federal Government contributing the first
$50 and sharing in payments above that amount. This will raise the
share of the financial burden borne by the Federal Government for
payments to these adults who cannot support themselves, and should
pave the way for benefit increases in many States.

For the szngle adult who is not handicapped or aged, or for the masr-
ried couple without children, the new system would not apply. Food
stamps would continue to be available up to $300 per year per person,
according to the plan I outlined last May in my message to the Congress
on the food and nutrition needs of the population in poverty. For de-
pendent families there will be an orderly substitution of food stamps by
the new direct monetary payments.

2. The new approach would end the blatant unfairness of the welfare
system.

In over half the States, families headed by unemployed men do not
qualify for public assistance. In no State does a family headed by a
father working full time receive help in the current welfare system, no
matter how little he earns. As we have seen, this approach to depend-
ency has itself been a cause of dependency. It results in a policy that
tends to force the father out of the house.

The new plan rejects a policy that undermines family life. It would
end the substantial financial incentives to desertion. It would extend
eligibility to all dependent families with children, without regard to
whether the family is headed by a man or a woman. The effects of these
changes upon human behavior would be an increased will to work,
the survival of more marriages, the greater stability of families. We
are determined to stop passing the cycle of dependency from generation
to generation.

The most glaring inequity in the old welfare system is the exclusion
of families who are working to pull themselves out of poverty. Families
headed by a nonworker often receive more from welfare than families
headed by a husband working full time at very low wages. This has
been rightly resented by the working poor, for the rewards are just
the opposite of what they should be.

3. The new plan would create a much stronger incentive to work.

For people now on the welfare rolls, the present cystem discourages
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the move from welfare to work by cutting benefits too fast and too
much as earnings begin. The new system would encourage work by
allowing the new worker to retain the first $720 of his yearly earnings
without any benefit reduction.

For people already working, but at poverty wages, the present system
often encourages nothing but resentment and an incentive to quit and
go on relief where that would pay more than work. The new plan, on
the contrary, would provide a supplement that will help a low-wage
worker—struggling to make ends meet—achieve a higher standard of
living.

Fo% an employable person who just chooses not to work, neither
the present system nor the one we propose would support him, though
both would continue to support other dependent members in his
family. :

However, a welfare mother with preschool children should not face

benefit reductions if she decides to stay home. It is not our intent
that mothers of preschool children must accept work. Those who can
work and desire to do so, however, should have the opportunity for
jobs and job training and access to day-care centers for their children;
this will enable them to support themselves after their children are
grown.
A family with a member who gets a job would be permitted to retain
all of the first $60 monthly income, amounting to $720 per year for a
regular worker, with no reduction of Federal payments. The incentive
to work in this provision is obvious. But there is another practical rea-
son : Going to work costs money. Expenses such as clothes, transporta-
tion, personal care, social security taxes and loss of income from odd
jobs amount to substantial costs for the average family. Since a family
does not begin to add to its net income until it surpasses the cost of
working, in fairness this amount should not be subtracted from the new
payment. '

A fter the first $720 of income, the rest of the earnings will result in
a systematic reduction in payments.

1 believe the vast majority of poor people in the United States prefer
to work rather than have the Government support their families. In
1968, 600,000 families left the welfare rolls out of an average caseload
of 1,400,000 during the year, showing a considerable turnover, much of
it voluntary.

However, there may be some who fail to seek or accept work, even
with the strong incentives and training opportunities that will be pro-
vided. It would not be fair to those who willingly work, or to all tax-
payers, to allow others to choose idleness when opportunity is avail-
able. Thus, they must accept training opportunities and jobs when
offered, or give up their right to the new pavments for themselves. No -
ablebodied person will have a “free ride” in a nation that provides
opportunity for training and work.

4. The bridge from welfare to work should be buttressed by training
and, child care programs. For many, the incentives to work in this plan
would be all that is necessary. However, there are other situations where
these incentives need to be supported by measures that will overcome
other barriers to employment.

I propose that funds be provided for expanded training and job de-
velopment programs so that an additional 150,000 welfare recipients
can become jobworthy during the first year.
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Manpower training is a basic bridge to work for poor people,
especially people with limited education, low skills and limited job
experience. Manpower training programs can provide this bridge for
many of our poor. In the new manpower training proposal to be sent
to the Congress this week, the interrelationship with this new ap-
proach to welfare will be apparent.

I am also requesting authority,as a part of the new system, to provide
child care for the 450,000 children of the 150,000 current welfare re-
cipients to be trained.

The child care I propose is more than custodial. This Administration
iscommitted to a new emphasis on child development in the first 5 years
of life. The day care that would be part of this plan would be of a
quality that will help in the development of the child and provide for
its health and safety, and would break the poverty cycle for this new
generation.

The expanded child care program would bring new opportunities
along several lines: opportunities for the further involvement of pri-
vate enterprise in providing high guality child care service: oppor-
tunities for volunteers; and opportunities for training and employment
in child care centers of many of the welfare mothers themselves.

I am requesting a total of $600 million additional to fund these
expanded training programs and child care centers.

5. The new system will lessen welfare redtape and provide admin-
istrative cost sawings. To cut out the costly investigations so bitterly
resented as “welfare snooping,” the Federal payment will be based
upon a certification of income, with spot checks sufficient to prevent
abuses. The program will be administered on an automated basis, using
the information and technical experience of the Social Security Ad-
ministration. but, of course. will be entirely separate from the admin-
istration of the social security trust fund.

The States would be given the option of having the Federal Gov-
ernment handle the payment of the State supplemental benefits on a
reimbursable basis, so that they would be spared their present admin-
istrative burdens and so a single check could be sent to the recipient.
These simplifications will save money and eliminate indignities; at
the same time, welfare fraud will be detected and Jawbreakers
prosecuted.

6. This mew departure would require a substantial initial invest-
ment, but will yield future returns to the Nation. This transformation
of the welfare system will set in motion forces that will lessen depen-
dency rather than perpetnate and enlarge it. A more productive pop-
ulation adds to real economic growth without inflation. The initial
investment is needed now to stop the momentum of work to welfare,
and to start a new momentum in the opposite direction.

The costs of welfare benefits for families with dependent children
have heen rising alarmingly the past several years, increasing from
$1 billion in 1960 to an estimated $3.3 billion in 1969, of which $1.8
billion is paid by the Federal Government, and $1.5 billion is paid by
the States. Based on current population and income data, the pro-
posals I am making today will increase Federal costs during the first
year by an estimated $4 billion, which includes $600 million for job
training and child care centers.

The startup costs of lifting many people out of dependency will
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ultimately cost the taxpayer far less than the chronic costs—in dollars
and in national values—of creating a permanent underclass in America.

From welfare to work

Since this administration took office, members of the Urban Affairs
Council, including officials of the Department of Health, Education,
and Welfare, the Department of Labor, the Office of Jiconomic Oppor-
tunity, the Bureau of the Budget, and other key advisers, have been
working to develop a coherent, fresh approach to welfare, manpower,
training, and revenue sharing.

I have outlined our conclusions about an important component of
this approach in this message ; the Secretary of HEW will transmit to
the Congress the proposed legislation after the summer recess.

I urge the Congress to begin its study of these proposals promptly
so that laws can be enacted and funds authorized to begin the new
system as soon as possible. Sound budgetary policy must be main-
tained in order to put this plan into effect—especially the portion sup-
plementing the wages of the working poor.

With the establishment of the new approach, the Office of Economic
Opportunity will concentrate on the important task of finding new
ways of opening economic opportunity for those who are able to work.
Rather than focusing on 1come suppert activities, it must find means
of providing opportunities for individuals to contribute to the full

- extent of thewr capabilities, and of developing and improving those
capabilities. :

This would be the effect of the transformation of welfare into
“workfare,” a new work-rewarding system:

For the first time, all dependent families with children in America,
regardless of where they live, would be assured of minimum standard
payments based upon umform and single eligibility standards.

For the first time, the more than 2 million families who make up
the working poor would be helped toward self-sufficiency and away
from future welfare dependency.

For the first time, training and work opportunity with effective in-
centives would be given millions of families who would otherwise be
locked into a welfare system for generations.

For the first time, the Federal Government would make a strong
contribution toward relieving the financial burden of welfare pay-
ments from State governments.

For the first time, every dependent family in America would be
encouraged to stay together, free from econcmic pressure to split
apart.

These are far-reaching effects. They cannot be purchased cheaply, or
by piecemeal efforts. This total reform looks in a new direction; it
requires new thinking, a new spirit and a fresh dedication to reverse
the downhill course of welfare. In its first year, more than half the
families participating in the program will have one member working
or training.

We have it in our power to raise the standard of living and the
realizable hopes of millions of our fellow citizens. By providing an
equal chance at the starting line, we can reinforce the traditional
American spirit of self-reliance and self-respect.

RicuarDp N1xON.

Tre Warte House.

Avgust 11, 1969



Proposed benefit schedule

APPENDIX
PROPOSED BENEFIT SCHEDULE (EXCLUDING ALL STATE BZINEFITS) t

Earned income New benefit ~ Total income
$1,600 $1,600
1,600 ,1
1,469 2,460
1,210 2,710
960 2,960
710 3,210
460 3,460
210 3,710
0 4,000

1 For a 4-person family, with a basic payment standard of $1,600 and an earned income disregard of $720.
(101)



BACKGROUND MATERIAL
I. Trie Prisent System
A. FPAILURES

'The present welfare system has been a failure; all indications are
that 1ts future will be worse, not better. In the last decade, the costs
of aid to families with dependent children (AFDC) have more than
tripled. The caseload has more than doubled.

Fven more disturbing is the fact that the proportion of persons on
AFDC is growing. In the past 15 years the proportion of children
receiving assistance has doubled—from 30 children per 1,000 to about
60 per 1,000 at present.

B. INEQUITIES

Serious inequities exist under AFDC between regions of the country,
between male- and female-headed families, and between poor people
who work to help themselves on the one hand and the welfare poor on
the other hand.

Average benefits for a female-headed family of four persons vary
from $39 to $263 a month.

Only 24 States provide federally matched assistance to male-headed
families, and this is only done where there is an “unemployed father”
in the house—one who works no more than 30 hours a week. In no
State is there now federally matched assistance for a male-headed
family where the father works full time.

The present AFDC system encourages dependency. The preferential
treatment of female-headed families has led to increased family break-
up. In 1940, 30 percent of AFDC families had absent fathers; today it
isover 70 percent.

II. Tue NEw SystEM

A. COVERAGE

The administration’s proposed welfare reform will provide direct
Federal payments to ol families with children with incomes below
stipulated amounts.

The principal new group made eligible for cash assistance under the
proposal is “working poor” families headed by males employed full
time. The administration’s proposed system would cover both “depend-
ent families.” defined as those headed by a female or an unemployed
father, and “working poor” families, defined as families headed by a
full-time employed male.

B. BENEFIT LEVELS

1. Familics with no earnings
The basic Federal benefit for a family of four would he $1,600 per
year, $500 per person for the first two family members and $300 for
(103)
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each family member thereafter. A seven-person family with no earn-
ings would receive $2,500 per year.

2. Families with earnings :

Families of four with earnings up to $3,920 per year would be eli-
gible for payments. Families of seven wonld be eligible up to $5,720.
All families would be allowed to “disregard” $60 per month ($720 per
year) as work-related expenses—transportation, meals, clothing. Bene-
fits would be reduced by 50 percent as earnings increase above $720
per year.

C. AN EXAMPLE

A family of four with earnings of $2,000 would be entitled to dis-
regard the first $720 in earnings.

Subtracting $720 from $2,000, the remainder is $1,280. Fifty percent
of this amount ($640) is subtracted from the family’s entitlement. for
benefits, which is $1,600. The remainder ($960) is added to the family’s
earnings of $2,000. Its total income, therefore, would be $2,960. (See
chart IT.)

A family of seven, with $2,000 in income, using the same arithmetic,
would be entitled to benefits of $1,860 for a total income of $3,860.

D. STATE SUPPLEMENTAL BENEFITS

In order that present benefit levels not be reduced for families aided
under the existing AFDC program, the new system would require the
continuation of State benefits equal to the difference between the pro-
posed Federal minimum and a State’s present benefit level. All States,
however, would receive fiscal relief under the proposed welfare
program,

States would not be required to supplement “working poor” families.

E. THE WORK REQUIREMENT

A basic element of the administration’s welfare reform program is
its emphasis on work, both a strong work requirement and the provi-
sion of incentives throughout the system for training and employment.
(See chart VI.)

All applicants for benefits who are not working are required to
register with the Employment Service.

Employable recipients must accept training or employment or lose
their portion of the family’s benefit.

F. TRAINING AND DAY CARE

To insure that employable recipients become self-sufficient, the ad-
ministration’s program provides a substantial increase in training op-
portunities and child care services. Training opportunities will be pro-
vided for an additional 150,000 welfare mothers. Child care services
will be provided for an additional 450,000 children in families headed
by welfare mothers. ,

G. ADMINISTRATION

Another important feature of the administration’s welfare reform
program is the national administration of the basic Federal benefit
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for families. It is proposed that the administration of the system be
assigned to the Social Security Administration in the Department of
Health, Education and Welfare. The administration of the new system
by the Social Security Administration would be handled entirely sepa-
rate from its responsibility for the wage-related contributory OASDI
programs.

IT1. Cost or rme Procrax

The estimated cost in the first full year of operation of the proposed
welfare reform program is $4 billion. This 1s additional to present
Federal spending for public assistance, estimated at $4.20 billion in
flscal year 1970.

Major cost components of the program are:

Billion
1. Benefits to families_ __________________________ $2.5
2. Adult minimum standards. . e .4
3. Training and day care to provide additional work opportunities for
cash assistance receiptS—_ e
3. Other: Administration, effects on other programs, fiscal relief to States,
and adjustments for lagged income reporting_______________________ i)
Total e 4.0

A. BENEFITS TO FAMILIES

The estimate above of $2.5 billion in additional spending for benefits
to families is based on an inter-agency analysis of data from the OEO
Survey of Economic Opportunity. The economic model for deriving
this estimmate uses data on 14,000 low income families and current re-
search findings.

B. ADULT MINIMUM STANDARD

The administration’s welfare reform program also establishes a Fed-
eral minimum payment level of $65 per month for the three adult
public assistance categories (aid for the blind, the disabled and the
aged) and provides for the administrative combination of these
programs.

Under this proposal, the Federal Government pays 100 percent of
the first $50; 50 percent of the next $15; and 25 percent thereafter.
Fiscal relief for State and local governments as a result of this Federal
minimum for the adult categories is $400 million.

C. TRAINING AND CHILD CARE

The total cost for training an additional 150,000 welfare mothers
and providing child care services for an additional 450.000 children 1is
$623 million.

SUMMARY OF ADDED TRAINING AND CHILD CARE COSTS AND ENROLLMENTS

v

Persons X Total

served Unit cost

(thousands) cost {millions)

Training 150 $1,110 $165
Incentive payments 150 180 27
Child care. 450 858 386
Upgrading. 75 600 45

ot e e e cec e ecicceacceccaccdsacraacacncccmecaaecnae 623
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IV. Fiscar Reuer 10 STATE AND Locar GOVERNMENTS

A. UNDER THE NEW WELFARE PLAN

Under the administration’s proposed welfare reform program, all
States receive fiscal relief. Each State is required to spend at least 50
percent of the amount spent in the base year for the present public
assistance programs. No State, however, is required to spend more than
90 percent of expenditures in the base year for the four categories.

B. REVENUE SHARING

State and local governments are also aided under the administra-
tion’s proposed revenue sharing program. The first full year effect of
revenue sharing 1s $1 billion. The amount of revenue sharing increases
annually in five steps thereafter.

C. COMBINED IMPACT OF WELFARE REFORM PROPOSAL AND REVENUE
SHARING

_Combining the welfare reform and revenue sharing proposals, $5
billion in new first-year funds is distributed as follows:

Billion

Cash assistance benefits for the poor—-______________________ $2.2
Fiscal relief for State and local governments__________________ 1.7
Additional training and day care___________________________ .6
Other e .5
Total 5.0

The table attached provides State-by-State data on fiscal relief under
both the administration’s proposed welfare and revenue sharing re-
forms in their first full year of effect.

TABLE 1.—IMPACT ON STATE AND LOCAL GOVERNMENTS OF WELFARE REFORM AND REVENUE SHARING (FIRST
FULL-YEAR EFFECT)

Fiscal Fiscal

relief relief

under under

Revenue  welfare Revenue  welfare
State sharing  reform Total | State sharing reform Total
Alabama.__._.. _....... 16.1 11.9 28.0 | Montana............... 3.9 1.4 5.3
Alaska. .. 1.2 L0 2.2 | Nebraska. . 6.6 3.4 10.0
Arizona. ... 10.1 3.4 13.5 Nevada._.............. 2.5 .9 3.4
Arkansas_ . 9.5 6.2 15.7 | New Hampshire........ 3.1 .9 4.0
California.. 112.5 179.5 292.0 | New Jersey.oo.oooee... 3.1 25.2 56.3
..... 11.6. 13.0 24.6 [ New Mexico 5.7 3.2 8.9
12.8 . 8.8 21.6 | New York..__. 117.1 43.9 161.0
2.4 1.6 4.0 ] North Carotina 24,2 10.4 34.6
3.4 4,1 7.5 | North Dakota 3.5 .4 3.9
Florida - 30.8 8.5 39.3 | Ohioo.o_.... 41.2 32.0 73.2
Georgia.._. . 20.8 12.5 33.3 | Oklahoma.. 12.6 19.3 31.9
Hawaii_. .. 4.8 3.3 8.1 Oregon.... 10.4 6.1 16.5
ldaho..._. 4.0 1.0 5.0 | Pennsylvania. 53.3 43,2 96.5
Wlinois.. . . 44.5 49.6 S4.1 | Rhode !sland...... 4,3 5.2 9.5
Indiana.. 24,2 5.0 29. 2 | South Carolina 12.1 2.2 14.3
lowa. . 14.6 7.0 21.6 | South Dakota 3.9 1.2 5.1
Kansas. 12.1 6.6 18.7 | Tennessee 18.1 8.6 26.7
Kentucky 14.8 10.6 25.4 | Texas.. 47.4 25.1 72.8
Louisiana 20.3 18.9 39.2 | Utah_. 5.7 2.9 8.6
Maine... 5.1 2.0 7.1 Vermont._..___._.___._ 2.4 1.2 3.6
Maryland. ... 18.1 14.4 32.5 | Virginia.. 20.4 4.7 25.1
Massachusetts 29.6 30.1 59,7 1 Washington. 16.2 13.6 29.8
Michigan._ .. 40.8 35.5 76.3 | West Virginia_. 9.0 45 13.5
Minnesota. - 21.5 9.3 37.8 | Wisconsin.. - 24.2 12.4 36.6
Mississippi- . 12.6 .9 13.5 | Wyoming.._........... 2.1 .9 3.0

Missouric.ooooaooon 20.4 18.3 38.7

Total__....._.._. 1,000.0 735.8 1,735.8
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SOCIAL SECURITY ADMINISTRATION

Number 96 October 31, 1969

HEARINGS ON SOCIAL SECURITY, WELFARE REFORM, AND HEALTH
COSTS

To Administrative, Supervisory,
and Technical Employees

On Wednesday, October 15, the Committee on Ways and Means began public
hearings on H. R. 14080, the "Social Security Amendments of 1969, " and
H.R. 14173, the "Family Assistance Act of 1969." Secretary Finch gave
the opening testimony, which presented the Administration's position on
needed improvements in the social security program and on welfare
reform. Following the Secretary's testimony, I presented a series of
charts explaining the provisions of H. R. 14080. Enclosed is a pamphlet
printed by the Committee on Ways and Means which includes the Secretary's
statement, the charts that I used in my presentation, and a statement which
Secretary of Labor Shultz presented to the Committee on October 16.

Secretary Finch, Miss Mary E. Switzer, Administrator, Social and Re-
habilitation Service, and I, together with other officials of the Department
of Health, Education, and Welfare and of the Department of Labor, again
appeared before the Committee on October 2] to answer additional
questions on the proposed legislation. Public witnesses representing
organizations interested in the areas covered by the hearings began
testifying on October 22. It is expected that the: public hearings will
continue through November 13.

During his testimony on October 15, Secretary Finch announced that the
Administration was forwarding to the Congress that day a proposed bill,
the "Health Cost Effectiveness Amendments of 1969. " The enclosed
summary briefly outlines the specific proposals in. this bill which the
Committee will also be considering (although it has not been formally
introduced by a member of the Congress).

We will keep you informed about important developments in the
‘congressional consideration of the legislative proposals.

S o /.

~ Robert M Ball

- Commlssmner
Enclosures 2 :






Summary of lLegislative Proposals to Effect Cost Controls
under the Medicare, Medicaid, and Maternal and Child Health Programs

Proposal No. 1 would authorize the Secretary to withhold or reduce reim-
bursement amounts to providers of services under title XVIII for depreciation,
interest, equity capital, or other expense related to capital expenditures
for plant and equipment in excess of $50,000 that have been specifically
disapproved by the State agency established or designated pursuant to

section 314(a)(2)(A) of the Public Health Service Act as not being in com-
formance with the over-all plan of such agency. Providers of services
proposing to make such capital expenditures would be required to give at
least 60-day prior notice to the State agency. Similar authority would be
provided with respect to the Federal share of payments for inpatient hospital
care under titles V and XIX of the Social Security Act.

Proposal No. 2 would require providers of services, as a condition of
participation under the Medicare program, to have a written plan reflecting
an operating budget and a capital expenditures budget. The plan would be
expected to contain information outlining the services to be provided in the
future, the estimated costs of providing such services (including proposed
capital expenditures for replacement of equipment, and modernization and
expansion of the plant and equipment), and the proposed methods of financing
such costs. It would have to be prepared and reviewed and updated at least
annually by a committee appointed by the governing body of the institution
and comprised of representatives of the administrative staff and, if any,
the medical staff.

Under proposal No. 3, the Secretary, after consultation with the several
recognized associations representing hospitals or other providers in a

given area, could institute areawide experiments or demonstration projects
with hospitals or other providers in that area and could, subject to certain
safeguards provided for the hospitals or providers, require the participation
of all such hospitals or other providers where no more than 20 percent of

such hospitals or other providers would be caused undue hardship. The
proposal would also permit the Secretary, through experiments or demonstration
projects, to make payment to organizations and institutions for services which
are not currently covered under titles V, XVIII, and XIX and which are
incidental to services covered under the programs if the inclusion of the
additional services would offer the promise of program savings without any
loss in the quality of care. The proposal would also authorize the Secretary
to experiment with the use of rates established by a State for administration
of one or more of its laws for payment or reimbursement to health facilities
located in such State. Authority would also be provided under the proposal
to experiment with different methods of reimbursement with respect to the
services of residents, interns and supervising physicians in teaching
settings.

Under proposal No. 4, the Secretary would be given authority to discontinue
payments under the Medicare program for services rendered by hospitals,
extended care facilities, home health agencies, persons who swpply services
pursuant to arrangements with these institutions, physiclians, and other
suppliers of health and medical services found to be guilty of program abuses;
e.g., overcharging, furnishing excessive, inferior or harmful services, etc.
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Also, there would be no Federal financial participation in any expenditure
under the Medicaid and maternal and child health programs by the State
with respect to services furnished by a supplier to whom the Secretary
would not make Medicare payments under this proposed change.

Proposal No. 5 would authorize the Secretary to limit titles V, XVIII,

and XIX reimbursement to a facility's customary charges so that total
reimbursement paid under the various programs would not exceed what would
have been paid if the facility's customary charges to the general public
had been paid. However, where the facility was a public institution which
furnished services free of charge or at nominal charges to the public,
reimbursement would continue to be determined on the basis of cost.

Under proposal No. 6, payment of hospital insurance benefits for inpatient
hospital services and posthospital extended care services would be limited
to exclude cases where there had been a finding by a utilization review
committee that either admission to the institution or the furnishing of
particular professional services (including drugs and biologicals) by the
institution was medically unnecessary. A similar limitation would be
placed on payment of supplementary medical insurance benefits with respect
to medical and other health services furnished on an inpatient basis by a
hospital or an extended care facility.

Proposal No. 7 would facilitate recoupment of overpayments by authorizing
the Secretary, where appropriate, to determine the amount of the over-
payment on the basis of estimates and sampling procedures., The proposal
would also make more explicit the Secretary's authority generally to
recoup such overpayments by making adjustments in subsequent payments.
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Statement
by
Robert H. Finch
Secretary of Health, Education, and Welfare
before the
Committee on Ways and Means
U. S. House of Representatives
Wednesday, October 15, 1969, 10 AM
Mr. Chairman and Members of the Committee:

1 am pleased to testify before your Committee today. I know of
the outstanding performance of this Committee during the past 34 years
in connection with social security legislation. And I have had the
opportunity to observe the excellent working relationship that exists
between the Committee and the Department of Health, Education, and
Welfare.

Over the past several months, many of us in the Department of
Health, Education, and Welfare have devoted much of our time and
efforts to the subject areas covered by the Social Security Act.

My presentation is not a definitive statement on the Social
Security Act, but rather is an attempt to deliver an overall view of
the Administration's position on necessary reforms,

President Nixon has sent several Messages to the Congress this
year recommending amendments to the Social Security Act. The emphasis
of these proposals is three-pronged; first and principally on jobs, sec-
ond on an assured income growing out of social security and unemployment
jnsurance when the worker's income is cut off, and finally on a supporting
work-oriented family assistance program. These amendmerts propose: —--= &

sweeping and much-needed reform of assistance programs that aid families



with children -- changes in the assistance programs for the needy

adults who are old, blind, or disabled —- increased social security

cash benefits -- a system for automatically guaranteeing that the
purchasing power of social security benefits will be kept up to date with
future increases in prices —=- broadened protection by social insurance
programs -- a restoration of the actuarial balance of the hospital
insurance trust fund,

The new Family Assistance Plan recognizes that everyone who can do
so should have the opportunity to work and support himself and his
family. The program provides for greatly expanded training opportunities,
expanded facilities for children of working mothers, and greatly increased
work incentives within the design of the assistance program itself.

Registration for work and training is a key part of the new
approach, but even more important is the emphasis upon expanded opportunities
for the individual, We do not want to continue a situation in which
large numbers of people have little choice but to rely solely upon
assistance payments for the support of their families, We want rather to
develop a system which gives people the opportunity and incentive to
become independent and self-supporting.

We believe too, that to the extent possible we should prevent need
through social insurance rather than rely upon an assistance program to
meet need after it has arisen, The worker should have the opportunity,
as he works, to earn protection against the possible loss of his earnings.

This is the function of social security and unemployment insurance — to
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give the worker and his family basic security against the loss of earned
income arising because of unemployment, disability, old age, or death.
Thus, the Administration's proposals in the areas of unemployment
insurance and social security are com}calementary to our recommendations in
the welfare area.

Medicare, Medicaid and maternal and child health programs are
designed to help meet the medical needs and expenses of older people
and those with low incomes and therefore are supplements to our income
support program. We are proposing a number of changes in these programs
which we feel will be the beginning of the control of rising costs in

these programs.

Mr. Chairman, each of these proposals should be understood in
context as well as individually. Therefore, I will give an overview of
each of the proposals, after which other officials of the Department
will present a more indepth :analysis of each proposal.

I will first examine the urgently needed Family Assistance Program,
then comment on social services, proceed to the social security amend-
ments, and then finish my formal statement with a discussion of
rising health costs and the immediate steps we are taking within

the Department.



The Family Assistance Act of 1969

Mr. Chairman, I welcome this. opportunity to discuss H.R. 14173,
the Family Assistance Act of 1969.

This measure is the product of months of intensive study, beginning
even before the inauguration with the President's Transition Task Force.
After analyzing many proposals offered by recognized experts within and
without the Federal Government, we have concluded that a radical reform
of the structure of welfare is needed.

We sought, in designing the Family Assistance Plan, to identify
and deal directly with the most Pressing problems facing public welfare
-today. While it is a far-reaching and fundamental reform of public
welfare, the Family Assistance Plan is a practical and pragmatic
program. It is neither a universal income maintenance system, which we
cannot afford at the present time, nor a guaranteed annual income, which
we feel could undermine an individual's motivation and rewards for work.

This problem solving approach, rather than a theoretical approach,
highlighted the following key areas which needed immediate solution
and redirection:

1. The gross inequities that existed between categories of persons
equally in need under the present welfare system;

2. The gross inequities from State to State;

3. The increasingly complex and controversial management crisis
in welfare; and

4. The economic incentives which, in the present system, weigh

more in favor of continued dependency and family break-up than the reverse,



The program we support is directed toward helping needy people
to help themselves through work incentives and work requirements bolstered
by expanded training and dayscare opportunities, toward an elimination
of the family break-up incentive, and toward the establishment of
National minimum payment and eligibility standards. It would do

these things in a way that will not further add to State fiscal burdens.

Public Assistance Today

In June 1969, a total of 10.2 million persons received public
assistance from Federal, State and local funds. Of these, somewhat less
than 800,000 were recipients of general assistance in which the Federal
Government played no part. Among the 9,4 million persons receiving aid
under Federally aided programs, slightly less than 1/3 were the adult
categories—the aged, blind, the disabled--and nearly 6.6 million
persons--over 2/3--were recipients under the program of Aid to Families
with Dependent Children.

The Adult Categories

In the adult categories the situation is a relatively stable one,
with the caseload increasing by about only 3.5 percent in the last year.
Slightly over 2 million needy aged persons received assistance in June,
an increase of only 17,000 over the preceding year. Their payments
averaged $70.55 & month. However, nearly 60 percent of these persons
also received social security benefits so that their total incomes were

significantly higher than assistance payments alone. Old=-Age Assistance
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(OAA) recipients constituted 10.4 percent of the persons in the country
over age 65, However, this proportion varied widely. It was 2.7 percent
in Connecticut and 40.7 percent in Louisiana,

The caseload of blind recipients has been consistently about 80,000
persons during the past year. The permanently and totally disabled
numbered 755,000 in June, an increase of 85,000 over a year ago. Among
the blind and disabled, about 20 percent also have social security
benefits.

In view of the relatively stable caseloads in the adult programs,
we felt that the major problems which they present are very low benefits
in some States (less than $39.40 a month under OAA in Mississippi in
June 1969, ranging up to $116.25 in New Hampshire) and differences in
eligibility requirements among the various States,

We propose to continue as a Federal-State program a combined program
for needy, aged, blind, and disabled persons. We propose, however, to
establish for the first time a Federal floor--$90 a month-—of income
and assistance which would be assured to adult recipients in any State.
This new Federal floor would act to raise benefits for about 1/3 of the
present OAA recipients, or about 670,000 persons, and would push up
benefit levels in the 13 lowest payment States, plus the District of
Columbia, The $90 floor, when aggregated on a yearly basis for an
aged couple, comes to $2§60, an amount which is actually slightly above
the poverty line of $2100 for an aged couple as that line has recently

been redefined for 1968.



We make this proposal for a Federally established income floor
for the adult categories in recognition of the fact that neither work
incentives nor family stability incentives are the answer to the
dependency of these people. We must do what we can through social and
rehabilitation services to bolster self-support and self-care capacity
among these recipients, but in the last analysis it must be our
obligation to move toward an adequate level of income support for the
aged, blind and disabled. Adequate income support where it is necessary
is one of the measurements of a just and humane civilization.

We further propose to make uniform the definitions of resources,
used in determining family eligibility under the program. Certain
options for administration of these payments are also opened up to
harmonize this system with the Family Assistance Plan, and those options
will be discussed later.

In order to make these reforms possible we are proposing a
liberalized formula fof Federal financial participation under which the
Federal Government would provide an average of $50 per month to
recipients, half of the next $15, and 1/4 of additional amounts. The
formula for Federal participation would, of course, apply only to
payments actually made. This would provide substantial fiscal relief

to most States.



THE AFDC PROGRAM

Most of the controversy around welfare programs centers around the
program called AFDC--Aid to Families with Dependent Children. In this
program costs have more than tripled since 1960 to an estimated total °
of more than 4 billion dollars in this fiscal year. The Federal Govern-
ment will pay about half of this cost. During the same period, the
number of recipients has more than doubled to a present total of more
than '6.5 millions.

The rate of growth has been alarming and verging recently on the
catastrophic. It took 15 years for AFDC payments to reach the half
billion dollar mark, and another ten years to break a billion. But
vhat took from 1935 to 1960 was duplicated in the short period from
1960 to 1967 when another biilion dollare was added to payments. And

in the next year alone payments eoared'by a half billion dollars.

Even more disturbing is the fact that the proportion of persons
on AFDC is growing. In 1955, 30 children out of each thousand received
aid. In June more than 60 children out of each thousand received aid.
In studying the program, our estimates findicated that by the fiscal year
1975, costs would again double and numbers of persons increase by another
50-60 percent.

In spite of its growth and its cost, the program is beset by in-
equities. Children of a parent vwho has died, 18 incapacitated, or is
absent from the home, are eligible in all States. Those with an unem-

ployed father are eligible in about half’ the States. Those with a father



employed full-time are not eligible in any State. Thus a premium is
placed on a home breaking up and an incentive exists for the breadwinner
to leave. .

Many fathers work full time but still do not earn as much as is
available to families on welfare who may live nearby. The discontent of
the working poor is understandable and destructive to the fabric of
our society. The exclusion of the working poor is also the central
structural defect of the system since it is what creates the family
breakup incentive and undermines the rewards of work. 4This exclusion
also has begun to take on opminous and socially polarizing racial
overtones, for AFDC recipients—-those who are helped--are about 50 percent
nonwhite while the working poor-—-those who are excluded--are 70 percent
white.

The State-to-State inequities which I described with respect to
the adult programs are magnified in the AFDC program. In June, a
recipient in Mississippi averaged $10.20 per month. In Neu- Jersey,
recipients got an average of $66.40. In Indiana, 22 children out of
each thousand received aid. In New York, 107 children out of each
thousand were helped.

In sum, in spite of the size of the effort, AFDC has engendered
bitterness and resentment.

The poor who receive it have organized to fight those who
administer it.

Many poor who are eligible continue to deprive themselves rather
than submit to its indignities.
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The middle class, far removed from the need for welfare and the
people who receive it, is angry both at he cost in taxes and at the
behavior attributed to some welfare recipients.

The large cities resent the flow of poor people from rural areas
where welfare benefits are often inhumanely low.

State governments, staggered by the fiscal impact, cry out for
relief.

Against this background, we concluded that major structural reform
was necessary to correct, insofar as possible, the inequities of the
old system. . The first priority of the Family Assistance Plan has been
to remove, or at least minimize the disincentives and inequities of
present welfare policies. It is designed to strengthen family life and
to provide strong and effective incentives for employment. This
strategy may not pay off immediately, but unless this investment is
made now, fundamental reform will be even more expensive in the future.

The Family Assistance Plan also provides some fiscal relief for
hard-pressed States and at the same time raises benefit levels for
recipients in those areas where they are lowest. But these goals, it
must be said, cannot be our first priority at the present time. There
are others who would invest more of our available resources in benefit
increases or in a federalization of the program designed to provide
maximum fiscal relief to the States. These are not easy priorities to
weigh and balance, but we have concluded that--while those other approaches
might be politically more popular in mary respects—-they only pour more

Federal money into a system doomed to failure. The system must be

10
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changed, not just its payment levels or the division of labor between

the Federal and State governments within it,

The Family Assistance Plan

1. Help for the Working Poor

We propose to replace the present AFDC program with a new program,
"The Family Assistance Plan," ﬁhich would provide direct Federal payments
to all needy families with children. Unlike the present pr.ogranll of Aid
to Families with Dependent Children, the new plan wsuld for the }j_rst
time provide Federal benefit ‘payments for families headed by full-time
male workers as well as for families headed by a mother or an uhemployed
father. 'No State today provides assisﬂance under AFDC for a family
headed by a father who is working full time--even though the family may
be living in poverty. This is the group of some 2 to 3 million families
which we call "the working poor." A few States have a.lfeaiv undertaken
this structural reform on their own initiative by providing help through
their general assistance programs to some or all of the working poor.

The Federal benefits would also be provided throughout\ the Nat‘ion
to families headed by uneﬁployed fathers. Today such assistance is
available in only 25 of 54 jurisdictions. Eligibility of the working
poor for assistance and a nationwide program for famildes headed by an
unemployed father are the critical steps toward eliminatihg the hax;sheét
inequities of the present system. Without including the work'ing poor,
fundamental improvement of the work and family stability incentives is

impossible.

1



2. The Family Unit

As indicated by the term "family assistance,” the new program is
based upon the existence of a family unit. The presence of a child in
the household is, therefore, the key to eligibility in this proposal.
When a family meets income and resources tests, payments under the plan
would be made for all members who are related by blood, marriage, or
adoption, as long as there is at least one family member who is under age
18, or under 21 if regularly attending school.

3. Treatment of Resources

Under the present public assistance programs, families with
substantial resources are not eligible for payments because they could
become at least tempox;a.rily self-supporting by converting all or part of
their resources into cash or income-producing property. This concept
and rationale is retained in H.R. L4173, Families with more than $1500
in resources other than their homes, household goods, personal effects,
and other property essential to their means of self-support, are not
eligible for assistance payments under this proposal,

L. Basic Anount of Payment

The basic yearly Federal payment, for an eligible family would be
at the rate of $500 a person for the first 2 family members and $300 for
each additional member, less whatever nonexcluded income the family has.
This would establish a Federal income floor of $1600 per year for a

family of four with no other income.

12
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5. Treatment of Income
Generally, assistance benefits would be reduced $1 for each $2 of

earned or unearned income that the family has. This kind of offset

would provide an incentive for the family to work and increase its

earnings., The treatment of unearned income on the same basis as earned
jncome eliminates an important inequity in the present law. Under AFDC,
since unearned income is offset dollar for dollar against benefits,

while benefits are reduced by 67 cents for a dollar of earned income (after
the first $30 per month of earnings which are completely exc)uded), families
with the same incomes are treated very differently in terms of eligibility
and amount of benefits depending on the source of their income.

6. Incentives to Work

As an additional work incentive, and to cover the costs of going to
work, the first $180 of earnings in a calendar quarter ($720 a year) would
be completely excluded or disregarded in determining the amount of
payments for a family. An example might be useful at this point--suppose
a family of four had earnings of $2000 a year. The family would first
be allowed to disregard $720. Then 50 percent of the remaining $1280
of earnings would be disregarded. The family's payment of $1600 would
then be reduced by the nondisregarded earnings of $640 (50 percent of
$1280), giving the family assistance payment of $960 and--combined with
the earnings of $2000--a total income of $2960.

There would not be a reduction in the amount of payments for the

value of food stamps and other public assistance or private charity.

13
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7. Families Helped to Become Self-Sufficient

The new system is designed to fulfill the mandate of the President
that government has "no less of an obligation to the. working poor than
to the nonworking poor; and for the first time, benefits would be
scaled in such a way that it would always pay to work."

But the built-in guarantee that people would always be better off
by working would be bolstered by strong work requirements in the system
itself. Members of families that apply for assistance payments under the
plan would be required to register for employment or training with the
local public employment office and to accept a training or suitable job
opportunity when offered. Failure to register or accept such a job or
training opportunity would result in termination of the individual's
benefits. All able-bodied adult family members would be subject to
these provisions, with certain defined exceptions of which the major ones
involve exemptions for mothers with children under six years of age and
for other mothers where the father is present in the home as the primary
worker.

The rationale for these provisions is well known to this Committee,
which initiated similar requirements as part of the 1967 amendments to
the Social Security Act. It was well stated in the President's Message

to the Congress on August 11:
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",..there may be some who fail to seek or accept work, even
with the strong incentives and training opportunities that
will be provided, It would not be fair to those who
willingly work, or to all taxpayers, to allow others to
choose idleness when opportunity is available, Thus, they
must accept training opportunities and jobs when offered, or
give up their right to the new payments for themselves., No
able-bodied person will have a "free ride" in a nation that
provides opportunities for training and work.,"

To make these work incentives and requirements effective, we are
seeking a major expansion of our job training, employment and child care
programs, Family members referred for training and accepted in a program
will receive a monthly training allowance of $30 in addition to their
family assistance benefits and supplementary State payments, or the
normal manpower training allowance in lieu of these if it is higher.
Over $600 million is being requested for these elements, of which $386
million is for the child care component, and we will be joining with the
Department of Labor in a new interdepartmental mechanism to make these
programs do the job.

8. Child Care

The pmVisions for child care and supportive services under
H.R. 14173 are an essential supporting element in our efforts to make
it possible for welfare recipients to obtain training and employment.

It is an established fact that inadequate care of the children of a
trainee or employee can result in the early withdrawal of that person
from the labor market, and the absence of child care can often mean

no initial participation., Past experiences in programs sponsored by

the Labor Department and the Office of Economic Opportunity have
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demonstrated the difficulties of lack of day care. Particularly tragic
have been the cases in which women hsve enthusiastically entered into
training programs with day care provided, only to discover that the day
care disappears when they are ready to go to work.

Beyond the value of the day care to the working parent there are
enormous benefits which accrue to the child who is enrolled in a
comprehensive child development program. We now know that the child of
poverty needs far more than custodial care if developmental deficits
are to be overcome. It is this type of comprehensive child care
involving educational, medical, ‘dental, nutritional and follow=-up
activities, that is contemplated by the President's recomendat ions,

There could also be substantial benefits to those at the opposite
.end of ‘the age spectrum, the Nation's elderly. Among our Nation's
older population there is a tremendous reservoir of men and women
talented in working with children. It has been the experience of the
Department of Health, Education, and Welfare, in administering the
Foster Grandparents Program and other programs employing the elderly
to serve children that increased opportunities for interaction between
the elderly and children can not only provide a needed income supple=-
mentation for the elderly, but can also have beneficial effects for
both age groups.

A family receiving benefits will be eligible for the child care
services whenever such care is necessary to permit an adult member
to undertake, or continue in training or employment. This care

may be provided in the child's own home, in a family day care home

or in group day care.

16
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New ground is being broken by the proposal to provide grants
directly to State or local public agencies or nonprofit private
agencies or organizations, and to contract with public.or private
agencies or organizations to provide such child care. The need for day
care is so great that we believe it will be necessary to use a wide
wariety of competent organizations,

1 believe that this provision opens the door to a wider
wtilization of resources than we have been able to obtain in the past.
It 'enables the Federal Govermment to tale the direct initiatives to
get the ‘program moving and to assure the effectiveness of the training
and employment components, The same provision would also enable the
‘Federal Government to contract with businesses, industry, and with
labor unions to provide day care services for the children of their
employees and members ¥ho have been involved in the Family Assistance
Program. We have long been seeking ways to expand the participation
of ‘these groups in the provision of day care services, because of the
obvious benefits to ‘the employer, the employee, and the child.

H.R. 14173 would fund up to 90 percent of the cost of child
care projects, and would permit the 10-percent non-Federal share
to be provided :in the form of services ar facilities when approved
by the Secretary. Our experience has been that States and local
communities have .all-too-oft.en been unable to undertake day care
projects because of their inability to provide the 25-percent non-Federal,

or local share under present law.
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In the past, programs have been jeopardized or shelved because
the projects in local communities could not afford to finance the
alterations, remodeling, or renovation of facilities necessary to
meet local licensing standards. H.R. 14173 authorizes funds to be used
for these purposes.

The proposal also authorizes the Secretary to require families to
pay for all or part of the cost of child care eervices when there is an
ability to do so. However, the Secretary may prescribe regulations
which permit the family to deduct all or part of such costs from the
earned income which otherwise would reduce the assistance payment .,

The President has made a National commitment to the needs of
children in the vital first five years of life. H.R. 14173 would
help the Nation take considerable strides toward fulfilling this
commitment. Calling for an expenditure of $386 million for the first
year of operation, 300,000 school-aged children will be able éo
receive services after school and during the summer months, at an
estimated cost of $400 per child. In addition, 150,000 preschool
children could receive full-day services, at a cost of '$1600 a child.
The balance would be applied to research and demonstration projects,
to the training of personnel and to alteration or renovations of
facilities.

I should like to stress that in all phases of the implementation
of this legislation it is our firm and committed intention to work
closely with the appropriate State agencies to coordinate all day

care efforts under State and local auspices.
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State Supplemental Payments

We recognize that the new Federal income floor of $1600 per
year for a family of four ($133.33 per month) is not adequate to
support needy families without other sources of income. Nevertheless,
it represents a substantial improvement in the level of payments now
made in eight States, and could be made more adequate when budget
conditions permit. To assure the maintenance:of present payment
levels for families receiving public assistance, States that now
provide a level of assistance higher than the proposed Federal floor
are required to continue to pay the difference between the Federal
floor and what they are now paying. In eight States, the new family
assistance payments would exceed the present Federal-State payments
under AFDC—in some cases by a wide margin.

The AFDC payment for a family of four is $133 per month or less

in the following States as of July 1969:

Alabama $ 81.00
Arkansas 100.00
Georgia 133.00
Louisiana 119.00
Mississippi 70.00
Missouri 130.00
South Carolina 99.00
Tennessee 129.00
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Accordingly, on the average, 42 States will be required to

supplement families above the Foederal minimum floor. This supplemen-
tation is a requirement that States must meet to continue to receive
Federal funds to help finance other Federal-State welfare programs,
including the adult category programs, maternal and child health
and crippled childrens programs, social services, and medicaid. These
States will be required to supplement in the case of families eligible
under AFDC and AFDC-UF (unemployed father) programs, but they will
not be required to supplement the new "working poor” recipients.
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Costs of the Program

The estimated nev Federal cost for all the proposals included in
the Pamily Assistance Act is $4.4 billion per year. This estimate is
based on data for calendar year 1968 and assumes 100 percent program
participation by eligible families and persons. The $h.4 billion is
the incremental or new cost of the program, and is in addition to the:
$3.2 billion in Pederal funds spent on welfare in 1968.

This figure of $4.k billion is higher than the $4.0 billion
estimate in the President’s Message of August 11, largely as a result
of the recent decision to treat unearned income like earned income in
the "disregard” provision.

The following table shows the cost estimates for each of the Act's

ma jor provisions:

Added
Federal Cost
Provision (villions)
Family Assistance payments $3.0
Adult Public Assistance changes 0.4
Pederal Payment to States (Part E) 0.1
Training and Day Care 0.6
Administration and Other 0.3
Total $.4

Being particularly conscious of the difficulty of producing reliable
cost estimates in this field, and mindful of the variations of the actual

experience from the projections which have been provided to the Congress
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in previous years, we have taken extreme care in arriving at these
figures. The methodology used was worked out under the leadership
of the Bureau of the Budget in an 1nter§(;ency procedure involving
this Department, the Department of Labor, the Office of Economic
Opportunity, the Council of Economic Advisers , and the President's
Commission on Income Maintenance. The most recent survey data on
personal income available to the Federal Government was used.

Nevertheless, we have thought it prudent to request that an
entirely independent estimate of the critical item, the family
assistance payments costs, be made by the Chief Actuary of the Social
Security Administration. That estimate shows a net cost of $3.5 vbillion
for family assistance payments for calendar year 1971, a figure reasonably
close to the calendar 1968 figure of $3.0 billion produced by the inter-
agency group. We hope to have that latter figure brought up to date in
1971 terms very shortly and will supply it to the Committee.

In 1light of this double-checking procedure, and given the difficulty
of estimating costs on & new program of this magnitude, we feel reason-
ably confident in suggesting that the payment costs of the Family

Assistance Plan will fall in the range of $3.0 to $3.5 billion in 1971.

Fiscal Relief to State and Local Governments

Under the Administration's proposed welfare reform system, all
States would receive some fiscal relief. For each of the first five

years after enactment, each State would be required to spend at least
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50 percent of the amount that it would have spent under the present
public assistance programs if they were continued. No State, however,
would be required to spend more than 90 percent of the expenditures it
would have incurred in any of these 5 years under existing law. Thus,
figcal relief to an individual State under this "50-90" rule will vary
between 10 percent and 50 percent of what they would spend under

existing lav.

Administration of the Family Assistance Plan

The major job of administering the Family Assistance Plan will be
performed by the Social Security Administration of the Department of
Health, Bducation, and Welfare.

The Social Security Administration has developed over the past 34
years an expertise in the delivery of cash payments on a regular basis
to millions of Americans. This experience and expertise will be brought
to bear on many of the administrative problems in the Family Assistance
Plan.

In determining initial and continuing eligibility, initial reliance
would be placed upon detailed statements provided by applicants.
Recipients of family assistance payments will be required to periodically
report changes in income, family composition, and other factors related
to eligibvility and amount of benefits. The Social Security Administratic

vill use the regular reports of ea_rninge it receives in the course of
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administering the social security program to verify past and present
earnings and estimates made in the applicant's declaration of income.
In-depth verification will normally be done on a sample basis, but

vill be used on a wider scale if experjence indicates a need to do so.

MajJor Effects of the Welfare Reforms

By combining powerful work incentives and requirements, by including
the working poor, by allowing a family to disregard $60 per month for
work expenses, and by requiring that able-bodied adults register for
training or employment, the Pamily Assistance Plan would help families
to help themselves. The plan is therefore not an income guarantee, but
rather a program of support for those who demonstrate a villingness to
help support themselves.

By treating male-headed and female-headed families equally, the_
Family Assistance Plan would remove s mmjor incentive for a father to
leave home go that his family could quelify for welfare. In fact, the
Pamily Assistance Plan provides an incentive for the father to remain
at home because his presence increases the amount of the family's total
benefit. Also, the provisions creating eligibility for assistance to
families headed by a working male should reduce the incentive for
employed men to separate from their fanilies.

By establishing a national minimum rayment and national eligibility
standards the plan would reduce the inequities of the present program.

In every State, the Pederal payment for a famxily of four with no income
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would be $1600, and when benefits under the President's food stamp
proposal ere taken into account, the value of the assistance to such
a family would be about $2350 per year. In eight States, accownting
for about 20 percent of present recipients, family payrment levels will
be increased. The new income floor will provide the aged couples
with an income slightly &bove the current poverty line.

The Family Assistunce Plan, combined with the Manpower Training Act,
would provide a simplified and decentralized framcwork within which
expanded training and day care fecilities would greatly bréaden the
opportunities for assistance recipients to become self-sufficient
economically productive contributors to our economy. Over 150,000
nev training opportunities along with k50,000 quality child-care
positions would be funded undér this plan.

By providing for a new and separate revenue-sharing program along
with the "50-90" rule, the plan vould assure the States desperately
needed fiscal relief. PFurthermore, creation of a Federal program to
cover the working poor and prevent their slipping into dependency, the
States would be relieved of what might well have been the burden of
increases in the welfare costs.

In sumary, the Femily Assistence Plan will, for the first time,
insure minimum standards of payments for families with children, wherever
they live. It will establish a new minimum standard of $90 for the aged,
blind, and disabled. It will help able-bodied people become self-

sufficient. It will provide training and work placement opportunities.
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It will provide needed fiscal relief for the States. It will remove the
economic incentive in the present welfare system for families to split
apart.

We believe this comprehensive plan provides the best vehicle for
this Nation to help break the poverty cycle. As the President said in
his August 1lth message, "We have it in our power to raise the standard
of living and realizable hopes of millions of our fellow citizens. By
providing an equal chance at the starting line, we can reinforce the

traditional American spirit of self-reliance and self-respect."”

Social Services

: Mr. Chairman the major emphasis in this discussion has been,
properly I think, on income maintenance. We are mindful, however,

of the need for social and rehabilitation services as an essential
corollary to an effective income mmintenance program. The complexity
of the problem faced by assistance recipients and other low income
persons often seriously affects their ability to work, to care for
themselves, and to provide necessary care for their children.

The Family Assistance Plan amendments provide, basically, for
continuing the present arrangements for services. Our experience
since the 1962 and 1967 legislation, however, indicates a need for
improvements. In the development and planning work now being done,
we are reconsidering the principles upon which we should base our
service program, and we are analyzing the community resources which

could be brought into the picture. We are convinced that, at least for
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services, coverage should not be limited to those who receive public
assistance. There are many persons who are not public welfare
recipients for whom social and rehabilitation services can be as
helpful as they are for public assistance recipients. 'Services at
an appropriate time mey avert the need for assistance.

We are also very much concerned about this situation with respect
to foster care and adoption services. We believe that we must find
ways to provide suitable help and leadership in these basic child
welfare functions.

Another matter to which we are directing our efforts is the
coordinating of the services program more closely with the resources
of the State and local vocational rehabilitation agencies. Those
agencies have a fine record of achievement in the rehabilitation area.
We want to make full use of their resources. The Family Assistance
Plan recognizes this and providesvfor the referral of persons who are
not sent to employment offices because of incapacity or disability to
a vocational rehabilitation agency.

We ;are awvare of the interest of this Committee in this matter as
indicated by the 1962 and 1967 amendments. I want to assure you of the
deep concern of this Administration in these fields. These problems are
high on our agenda. We are now working on ways to develop a more

effective service program. We will be sending you definite legislative

recomnendations in the near future.
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Social Securit.
Mr. Chairman, let me turn next to the social security proposals.

I will discuss the highlights of the President's recommendations for
social security and then later Commissioner Robert M. Ball will give
a more detailed presentation.

The Administration bill is H.R. 14080, introduced by the Minority
Leader, Mr. Gerald Ford of Michigan, and companion bills H.R. 14162 and
H.R. 14134, introduced by Representatives Collier and Chamberlain
respectively. Mr. Byrnes and Mr. Bush bave introduced identical bills
except that their bills would have an e¢ffective date for the 10-percent

increase in cash benefits payments of January 1970 instead of March 1970.

Social Security Benefit Increase

The President has recommended a benefit increase to bring the
benefits up to date with increases in the cost of living that have
occurred since the last benefit increase in February 1968.

The increase would apply to all beneficiaries, including those
getting the special payments for certain people age 72 and older. Under
the proposal, effective for March 1970, benefits would be increased for
all the 25 million beneficiaries. The total additional bemefit outlays
for the first full calendar year in which the increase is effective

would be approximately $3 billion.
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Autometic Cost of Living Increase

Beyond the initial 10 percent increase, the President has reconmended
that provision be made in the law for social security benefits to be
automtically adjusted for future increases in the cost of living. The
platforms of both political parties recognized the need to have a way
of keeping the social security program automatically up to date. Such
an automatic adjustment system would increase the security of the one out
of every 8 people in the country who now receive monthly social security
cash benefits. The automatic provision would also adjust the benefits
for the millions of future beneficiaries whose major source of income
could well be their social insurance payments under social Security.
Because of the time lags that have occurred between past cost of living
adjustments of benefits, the purchasing power of the benefits has been
seriously decreased between benefit increases. With automatic adjustments,
the changes necessary to restore purchasing power will be on a more current
basis.

The Administration proposal finances the automatic increases in
benefits without increasing social security contribution rates. This
can be done so long as the contribution and benefit base, the maximum
amount of annual earnings counted for social security purposes, is
increased from time to time. The legislation we support contains a
provision to automatically adjust this base in the future to keep pace

with increases in earnings levels.

29
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Retirement Test

H.R. 14080 also includes important changes in the social security
retirement test--the provision under which benefits are not paid in
full if a beneficiary has substantial earnings. This provision has been
the object of widespread criticism.

The measure provides for replacing the present dollar-for-dollar
reduction in benefits which now applies for earnings above $2880 in a
year with a provision under which there would be a $1 reduction for .each
$2 earned. With this change people would have an incentive to earn more
because the more they earn the more spendable income they would have.

The President also recommends updating the retirement test to take
account of increases in earnings levels. It is proposed that the amount
a8 person can earn in a year without having any benefits withheld be
raised from $1680 to $1800, and then automatically adjusted upwards in
future years as earnings levels rise.

The recommended changes in the retirement test would benefit
approximately 1.1 million people. Additional benefits of $330 million

would be paid for months in calendar 19T71.

Contribution and Benefit Base

The President is recommending that the social security contribution
and benefit base be increased in 1972 from the $7800 now in effect to
$9000. This change will very closely maintain the relationship between

the base and the general level of earnings that has prevailed since the
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early 1950's. As indicated earlier he also recommends that after 1972

the base be kept up to date with rising earnings levels in the future.

Increases in Widows Benefits

Under present law, a widow who begins receiving benefits at age 65
is entitled to 82 1/2 percent of the amount of the spouse's primary
benefit. Under this proposal, such a widow would be entitled to
100 percent of the spouse's primary benefit. The 82 1/2 percent rate
will continue to apply to widows going on the rolls at age 62, with
graduated proportions for ages above 62 and below 65.

An estimated 2.7 million people would have their benefits increased
under this provision. On the avera;ge, the increase would amount to $17
per month (in addition to what widows would get under the 10-percent
general benefit increase). Additional benefit payments in the first

12 months under the provision are estimated at $560 million.

Uniform Method of Computing Benefits for Men and Women

Under present law, the number of years over which a man's average
monthly earnings (on which his benefits are based) and his eligibility
for benefits are determined are figured up to age 65. Fo_r women these
determinations are made up to age 62.

The President has recommended that the method of computing benefits
for men and women be made uniform--as of age 62. As a result, the
treatment of men apd women workers under the benefit provisions would be

the same; and the retirement benefits payable to men, the benefits payable
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to their wives, and the benefits payable to gurvivors of men who live
beyond age 62 would be increased.

About 5 million people--workers, dependents, and survivors--would
have their benefits increased because of the change in computing the
average monthly vage. In addition, about 100,000 people--75 ,000 men
age 62 and over 25 »000 dependents--would become newly eligible for benefits
because of the liberalized insured-status requirement for men age 62 and
over. Additional benefit payments in the first 12 months are estimated

at $380 million.

Other Social Security Proposals

We are also proposing a number of important but less far-reaching
improvements in the social security program. The bill would provide
benefits for people disabled since childhood where the disability began
before age 22, rather than age 18 as under present law. The bill would
also provide for the payment of benefits to the aged dependent parents
of retired or disabled workers. Under present law, parent's benefits
are payable only to the dependent parents of insured workers who have
died. And, finally, the bill would extend the $100 a month noncontributory
vage credit for military service that was provided in the 1967 social
security amendments for members of the armed gervices after 1967. Under
the bill these credits would be available for the period from 1957, when
regular social security coverage of members of the armed services began,
through 1967. About 190,000 people would be immediately affected by
these three proposals, and additional benefit payments in the first

12 months would be about $60 million.
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Financing
The President's recommendations include financing provisions

that would cover the cost of the proposed improvements in the social
security program and correct the present actuarial deficit in the
hospital insurance program. Moreover, a revised schedule of ‘contri-
bution rates in the cash benefits program would reduce the very large
accumulations of income over outgo that would result from the schedule
in present law.

The hospital insurance trust fund requires additional income over
and above that scheduled under present law in near-future years. Without
the proposed increase in the earnings base and the proposed speeding up
of the scheduled increases in contribution rates for hospital insurance,
the trust fund for that program would be depleted during fiscal 1973.

As a result of the proposal to put into effect in 1971 the 0.9 percent
hospital insurance contribution rate for workers and employers (each),
now scheduled for 1987, and as & result of increasing the earnings base,
the hospital insurance trust fund would grow to an estimated $5.2 billion
at the end of fiscal 1973.

On the other hand, the present schedule of contribution rates for
old-age, survivors, and disability insurance would, even with substantial

benefit increases, result in very large-scale growth in the size of the
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trust funds for these parts of the sccial security program. Under
present law the cash benefit trust funds would increase frcm an
estimated $38.7 billion at the end of the present fiscal year to
about $75 billion at the end of fiscal 1973. Under the President's
proposal the trust funds would reach $52.6 billion at the end of
fiscal year 1973.

The postponement of the scheduled rate increases for the cash
benefit parts of the social security program is consistent with past
decisions by this Committee and the Congress to delay scheduled
increases in the rates to avoid unnecessarily large increases in the
cash benefit trust funds.

Overall, the combined contribution rates for both hospital
insurance and cash benefits would be somewhat lower than the schedule

in present law through 1976 and then the same from then on.

In sumary the improvements we ere recommending in social security
today are substantial and important measures. We propose to bring
benefit payments up to date and we propose to make sure thet they stay
up to date, automatically tied to the cost of living. We are also
proposing important improvements in btenefit protection for men workers
and for widows and in other ways proposing to remove inequities in
the system.

We are continuing to study all espects of the social security
program. The statutory Advisory Council on Social Security that I

appointed in May is now conducting an extensive review of the social
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security program, and we are looking to this Council for its recom-
mendations on what further improvements might be made in the social
security program. As the President said in his message on social
security on September 25, "I emphasize that the suggested changes are
only first steps, and that further recommendations will come from our

review process."

Health Cost Effectiveness

Medicare and Medicaid have made major contributions over the
past several years toward the availability of, quality of, and access
to medical care for large numbers of people who are elderly or
medically needy. The rising demands for medical care from the general
population, combined vitfx the newly created ability of the elderly
and medically needy to financially compete for medical care, have
Placed great stress on inadequately and unevenly distributed manpover,
facilities, and services. This has contributed to rapidly escalating
medical care costs. Public and private action is needed to arrest the
inflation in the health industry and to lmprove the health eare system
80 that high quality medical care will be available at prices people
can afford.

We are forwarding the Health Cost Effectiveness Amendments of
1969 today to continue efforts already taken to improve utilization
of existing health service capability, encourage better planning, and

achieve more effective cost control.
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The main provisions would encourage voluntary and State
planning for health facilities and provide greater authority and
flexibility to engage in incentive reimbursement experiments to
create incentives for efficiency and economy. They would also
strengthen our ability to control some of the abuses of the programs.

These proposals, which can be discussed in greater detail by
Commissioner Ball and Arthur Hess, Deputy Commissioner of Social
Security and Staff Director of the Task Force on Medicaid and
Related Programs, are addressed to the following specific items:

1. Tying depreciation payments to State health planning.

2. Making corporate planning a condition of participation.

3. Expanding authority for reimbursement experimentation.

4. Barring providers and physicians who abuse the program.

5. Paying customary charges if less than cost.

6. withholding payments where utilization review finds

admission is not warranted.

7. Improving authority to recover overpayments in Medicare.

Task Force on Medicaid and Related Programs

While both Medicare and Medicaid have moved toward achievement
of their goals, their problems differ significantly. Medicare is
operating on a firm program and administrative base, with its major
problem being one of escalating medical costs and prices. Medicaid,
on the other hand, in addition to the inflation problem, has

experienced serious deficiencies in management resources. Difficulties
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in administration nationally are exacerbated by coamplexities in the

Federal -State relati'onships, wide variations in eligibility and
scope of services, and unpredictability in covered, need for, and
availability of services.

In recognition of the serious and growing problems under the
Medicaid program and to assist the Department in making mejor efforts
to strengthen and improve the current program, I appointed a Task
Force on Medicaid and Related Programs in July, chaired by Walter
J. McNerney. The Task Force is concerned both with problems that
are amenable to short-range solutions through administretive action
and with technical changes in the areas of management, effectiveness
of use, cost and eligibility. It will also consider solutions that
might re-quire fundamental changes in legislation.

Structural reforms in the Medicaid program are being studied
and may be necessary to assure health care services for low income
families and individuals. However, there are some improvements that
can be made in the short run to overcome some of the problems.

The Task Force has worked closely with Departmental staff and
has kept me closely informed about the nature of possible short-
range recommendations. Consistent with Task Force recommendations,
the Department will be moving rapidly to strengthen the management
and staffing of the title XIX program, to develop the necessary
policies and regulations on standsrds and on utilization review, to
encourage the development and implementation of adequate information

systems and to provide technical assistance to the States. We expect
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that some of the Task Force recommendations will produce legislative
proposals to improve the Medicaid program and make service more
efficient and economical for assistance recipients. We will, of
course, submit our proposals for congressional consideration at the

earliest possible moment.

Conclusion

Mr. Chairman, in this testimony I have outlined the legislative
proposals to improve and strengthen our social security and public
assistance programs, as well as proposals to help control health

care costs. I strongly urge the enactment of these proposals.
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Thursday, October 16, 1969

Statement of George Shultz, Secretary of Labor
Before the Committee on Ways and Means
on the Family Assistance Act of
1969

Mr. Chairman and members of the Committee, I am pleased
to testify on the proposed Family Assistance Act, for I
believe that it is one of the most far-reaching pieces of
social legislation in this area in several decades.

Let me start by saying that this is not a proposal
for a guaranteed minimum income. Work is a major feature
of this program, This is a program of family assistance--
for families with children--and is limited to that specific
group.

The Family Assistance Plan is a composite program of
work incentives, training and employment opportunities, child
care and income allowances.

I believe very deeply, Mr. Chairman, that the time has
come to start over on providing assistance to needy families,
We should not be content to just mend AFDC; the record is
clear that AFDC doesn't work.

The Family Assistance Plan is a new start.

I gelieve the changes we propose are consistent with
the.forward—looking changes made recently by this Committee
with regard to training opportunities, and the treatment of

earned income. Family Assistance, in a sense, builds on
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the foundations already laid by recent amendments to AFDC.

My responsibility lies not with the whole of the
Family Assistance plan, but with its relationships to the
labor market. It is my concern that the program be structured
in such a way as to protect work incentives, and that the
program in its total design be one that creates the strongest
possible conditions for moving people from welfare into
employment.

Thus, I will discuss the way the allowance motivates
people to work, the role of training opportunities in
reducing welfare, the operation of registration and work
requirements, and our expectations for providing the

necessary employment opportunities within the regular economy.

WORK INCENTIVES AND THE FAMILY ASSISTANCE STRUCTURE

I have identified seven specific ways in which the
Family Assistance Plan promotes work. I will summarize
each of these briefly.

1. The incentive of welfare recipients to go to work

has been_increased by enlarging the income disregard and

limiting the reduction of Family Assistance to one-half

of earnings. Employed AFDC recipients retain only the first
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$30 of income plus one-third of earnings above that.
Family Assistance recipients will be able to keep the
first $60 of monthly earnings plus one-half of all income
in excess of that amount.

The existence of a dual system in 40 States makes it
necessary to compound tax rates to some extent so as té
allow the States to reduce their supplemental payments
as earnings increase.

However, the States would be directed to observe the
same $60 earnings disregard in computing the State supplement,
so that State practices do not nullify those of Family
Assistance. Also the States may subtract only 17 cents of
the supplement for each dollar of wages above the $60
dEregard, bringing the total marginal tax rate on gross
income to 67 cents on the dollar.

The disregard of the first $60 of earnings is based on
Labor Department surveys of the 'tost of work." This is based
on budget studies made by the Bureau of Labor Statistics
of outlays made for added food, transportation, clothing
and personal care, medical care, payroll deductions, and
occupational needs such as tools, licenses, and union dues.

These costs must be recouped before the individual realizes
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any additional income from working.

The result is a double incentive. When a welfare

recipient goes to work, his or her combined wages and
Family Assistance increase, so there is always an incentive
to work. On the other hand, as earnings increase, the
government saves money because the Family Assistance
payment is reduced. Thus, the government has an incentive
to provide the necessary training and employment
opportunities,

2. The extension of coverage to the working poor

eliminates the situation where those who do not work receive

higher incomes than those who work. The present welfare

system excludes from coverage those who work regularly

but at very low wages. This sometimes creates situations
where some who work may have less income than others who do
not work at all. To expect them to continue work under
such circumstances is to expect individuals to behave in

a manner adverse to their own economic interests. This

is no way to assure the public interest,.

3. The incentive of the working poor to seek higher

wage levels is preserved. Since there rarely will be a
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State supplement for men already at work (because most State
systems do not cover the working poor), the tax on earnings
will be limited to 50%. This means it will always pay an
individual to increase his earnings. Also, the bill con-
templates a program to upgrade the skills of the working
poor so they may qualify for higher wages.

4. There is a financial incentive to enter manpower

training programs. Wwhen a recipient enters training, the
family will receive at least a $30 increase in monthly
income. If the allowance under the regular training program
would be more than $30 higher than Family Assistance payments
(plus State supplement), the supplement to the Family
Assistance trainee will be the difference between the two
allowances. So, in most cases the financial incentive to
take training will be in excess of $30.

In the case of North Dakota, for example, Family Assistance
plus the State supplement would equal $188 a month for a
family of four. However, since the Manpower Development
and Training Act allowance in that State for the head of a family of
four is $255, the incentive payment would be $67 per month--

the difference between $188 and $255.
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In addition to ‘the incentive payment, persons taking
training will be reimbursed for necessary expenses, such
as transportation.

5. The child care provided in this Act itself will

be a strong employment and training incentive. The lack

of adequate child care arrangements often has been the
major barrier to entering training programs or seeking
employment. The fact that child care will not only be
available, but will be of high quality, will permit mothers
to look upon child care as an opportunity for their children
as well as an opportunity for the motherss to become
economically self sustaining.

It should be recognized that child care is an investment
in not one, byt in two generations. It is an investment
in the present generation in the sense that it frees the
mother for training or employment. It is an investment
in the next generation because it provides the child an
early education, quality care, and attention to health
and other needs. In looking at child care costs (and it
is expensive), this double effect should be borne in mind,
and we should not "charge" 