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PREFACE

Ten years ago the supplemental security income (SSI) program
was established to provide a nationally uniform guaranteed mini-
mum income for the America’s aged, blind, and disabled. In enact-
ing 881, Congress acted to substantially reform the Nation's wel-
fare system by replacing a myriad of State-operated programs with
a single Federal pregram administered by the Social Security Ad-
ministration. SSI is federally financed, and is designed to distribute
monthly cash benefits based upon nationally standard eligibility
rules and requirements,

Congressional policy in enacting SSI incorporated three goals: To
construct a coherent, unified income assistance system; to elimi-
nate enormous disparities between States in eligibility standards
and benefit levels; and to reduce the stigma of welfare through ad-
ministration by the Social Security Administration. It was assumed
that a central, national system would be simple and efficient to ad-
minister, and would protect recipients from many of the demean-
ing rules and procedures that had been part of the State-operated
programs. Further, the program was designed to provide recipients
opportunities for rehabilitation and incentives for them to seek em-
ployment.

This year marks the 10th anniversary of the implementation of
the SS5I program, and it is an appropriate time to examine the
. degree to which SSI has achieved its original objectives. The pur-
pose of this committee print is to thoroughly assess the first decade
of 881, suggest what trends will be associated with its next 10 years,
and review alternative policy directions for the future. The print is a
compendium of six independent essays, each providing a different
perspective on SSL

In the first chapter, Dr. James H. Schulz, professor of welfare ec-
onomics at Brandeis University, analyzes the historical context in
which SS8I was conceived, and examines the interrelationship be-
tween SSI and the social security system. He reviews the actual
performance of SSI and finds that due to early legislative modifica-
tions, administrative complexity, low participation rates among the
eligible population, and wide variation in State supplementation of
the Federal limit, SSI has become a program somewhat different
than originally anticipated. Schulz argues that though SSI
“works,” there remain a number of unresolved issues that Con-
gress will have to consider in the future.

In chapter 2, Janice Peskin of the Congressional Budget Office,
identifies the basic trends in benefit levels, outlays, and caseload
characteristics that marked the first 10 years of 8SI, and suggests
what can be expected in the next decade. Generally, she empha-
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THE SUPPLEMENTAL SECURITY INCOME
PROGRAM: A 10-YEAR OVERVIEW

Chapter 1

SSI: ORIGINS, EXPERIENCE, AND UNRESOLVED
ISSUES

(Prepared by James H. Schulz,* Ph. D., Professor of Welfare
Economics, Brandeis University, Waltham, Mass.)

The supplementary security income program (SSI) works. But
like most private and public income maintenance programs, it is
not at all clear how well it works.

That it works at all is no small accomplishment. What started
out to be a fairly straightforward and simple national floor of mini-
mum income quickly turned Inte an administrative nightmare,
Originally designed as part of a broader program of welfare reform,
S8I was to (a) simplify administration and reduce welfare costs; (b)
provide more adequate, more uniform, and more equitable benefitg;
{¢) reduce the stigma discouraging those in need from seeking aid;
and (d) improve incentives for the poor to seek employment.

But in seeking to implement and carry cut these four goals, Con-
gress, through a series of decisions over the years, developed an ad-
ditional set of SSI ehjectives. Congress decided:

(1) That 88! should take over gquickly from the more than
1,800 State and local governmental units administering wel-
fare, with a minimum amount of time available for implemen-
tation planning by the Social Security Administration.

(2) That the various State governmenis should he relieved of
a significant amount of the costs they had previously assumed
for the needy aged, blind, and disabled and encouraged (but
not required) to turn over to the Federal Government the ad-
ministration of any programs supplementing the bagic benefits.

(3) That, in general, persons already receiving income from
the old State welfare programs should not lose benefits as a
result of the new Federal program.

{4} Furthermore, that this “grandfathering” principle should
also be extended to eligibility issues related to the interaction
of 88f with social security pensions, medicaid, and the food
stamp program.

' My appreciation o the following persons for their comments and suggestions on a prior
draft of this paper: William Birdsall, William Crown, Betty Duskin, John Harris, Leonard Haus-
man, Eric Kingson, Bdward Lawior, Thomas Leavitf, Robert Lerman, Phyllis Muischler, and
Denton Vaughan.
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(3} That relatives were to be held responsible for support of
their needy kinsmen.

However, over the years one other major principle has dominat-
ed the development of welfare policies in the United States: that
those in need who were unable to work were to be viewed much
more {avorably than those able to work—whether or not the latter
had a job and irrespective of whether they could earn a living
wage. Children, the disabled, and the aged have always received
more favorable treatment than the working poor. Just before the
passage of the Social Security Act in 1935, for example, over half
the States had an old age assistance law, and all but two had pro-
grams for needy widowed mothers, While the benefits available
under these programs were small, their very existence contrasted
sharply with the lack of assistance provided by governments in the
United States to the unemployed and their families.

Thus, as industrialization undermined traditional economic
structures and the family, the economic plight of ene nonworking
group, the elderly, was recognized and action taken early in our
hnistory. In the early 1900's, & number of States established commis-
sions to study the growing problems of the aged.

These commissions reflected a shift in prevailing atti-
tudes with respect to public assistance for the needy aged
and needy dependent survivers in that these groups were
increagingly assumed to be more the victhims of circum-
stances than, say, low-paid workers and the unemployed, ®

Writing on the situation before the Great Depression, Abraham
Epstein (who went on to become a key figure in the push for social
security legislation) estimated that about 30 percent of the aged
were dependent on others for support, with the majority being as-
sisted by relatives.® With the onset of the serious economic situa-
tion in the thirties, three things havpened. The proportion of de-
pendent aged rose dramatically—probably exceeding 50 percent by
19357 In addition, rising unemployment {that exceeded 12 million
people in the depths of the depression) seriousiy affected the ability
of families to support aged relatives in need. And third, existing
private charities and private pension plans found themselves over-
whelmed by events, with many of the pension plans collapsing and
unable to pay promised benefits.

Abraham Holtzman, in his insightful study of the Townsend
Movement, dramatizes the rapidly changing character of the situa-
tion in the thirties:

A significant change * * * [occurred] in the composition
and character of the dependent aged. Their jobs eliminat-
ed, buginesses ruined and savings wiped out, an influx of
despoiled professional men, retired farmers, skilled work-
ers and small businessmen entered the ranks of dependent
aged. These were the people who had attsined a degree of

5 John G. Turnbull, C. Arthur Williams, Jr., and Bay] F. Cheit, Economic and Social Security,
Ard edition {New York: Ronald Press, 1967), p 83
lggét_braham Eph-fem, The Chaltenge of the Ageti {(New York: Macy-Masius, Vanguard Press,
19"’3 éﬁbraham Epstein, Insecurity: A Challenge to America (New York: H. Smith and R. Haas,
1.
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key provisions and scope of the law.1® The importance of some of
these decisions for the future treatment of the needy aged cannot
be overstated.

For example, the old age pension program under social security
was set up 48 an earnings related system. When that decision was
made in the 19380's, it was not at all obvious that it should be done
that way. At the time, many other countries had {lat rate pensions.
And the Townsend Movement was proposing a flat pension of $200
per month for all aged persons in the United States.

Support for the Townsend plan was widespread. Opposition to
the flat rate pension proposed by Dr. Townsend and his followers
(especially in Washington) primarily centered arcund its huge cost
and the problems that would result from having to raise the neces-
sary revenue. However, there was more general opposition to flat
rate plans. The decision of the social security drafters against a flat
rate plan is explained by J. Douglas Brown, one of the architects of
the system, as follows:

It was early recognized thal a single {lat rate of benefiis
for a country as diversified as the United States would fail
to meet the needs of those living in the high-cost urban
areas of the Northeast while being unduly favorable to
those in the rural South.!?

So the architects of social security focused on an earnings-related
structure of benefits but with benefits weighted to provide greater
adequacy to low earners. Thus began a tradition extending to the
present of attempting to deal in_one program with, on the one
hand, the economic risks and problems facing all citizens as they
approached old age and, on the other, the crisis of poverty in old
?gﬁ} fa)cing so many of those currently old (and many of those to
ollow).

Thus, in 1935 we started down a road that led to a variety of
problems and complexities related to balancing and reconciling the
adequacy and equity aspects of Federal programs providing income
in old age. Regarding the programs for the poor, Axinn and Levin
make the following comnment on that 1935 decision:

The Social Security Act established a dual system for
federally supported income maintenance. The resuit for
the country was a tripartite approach to public relief. The
act provided for federally administered insurance pro- -
grams and federally aided, State-administered assistance
programs for selected groups. The grant-in-aid, State-ad-
ministered financial assistance programs served to sepa-
rate again the old poor from the new. The new poor, the
unempioyed, were covered by social insurance; the old
“worthy” poor, by categorical public assistance. Left to the
States was the third group, the “unworthy poor,” for
whom States and localities were to develop programs with
Federal aid.1? :

19 For example, d. Douglas Brown, An American Philosophy of Social Security. (Princeton,
N.d.: Princeton University Press, 1972). )

111hid, p. 163. .

2 June Axinn and Hermann Levin, A History of the American Response to Need (New York:
Harper and Row, 1875), pp. 185-186.



to deal with the problems of the needy aged in a significant but
nontargeted way.'®

Over the next three decades, this basic system of aged income
maintenance—the old age and survivors program (OASID and old
age assistance (OAA)}—continued to evolve, with old age assistance
programs playing a major role. In the 1940’s, both Congress and
State legislatures repeatedly increased OAA levels; they were re-
acting primarily to inflation, as the Consumer Price Index rose T0
percent over the decade. In 1949, JAA reached a peak—providing
benefits to nearly one-quarter of those age 65 and over. At the
time, the number receiving OAA benefits exceeded by a wide
margin {2,786,000 recipients) the number of OASI recipients
(1,951,250) in the same year.t?

The OAA rolls began to decrease in the 1950’s. This resulted pri-

marily from liberalizations of OASI that were legislated in 1950:
extension .of coverage to new groups of workers, higher benefit
levels, and the reduction of eligibility requirements. Moreover, lib-
eralization of OASI continued in the years that followed—with
strong support from Presidents Eisenhower, Kennedy, and John-
son. All three presidents supported “the primacy of the social in-
gurance program as the instrument of a national policy of prevent-
ing extreme need in old age.” 18

By 1954, the number of aged receiving OAA had declined slightly
to 2.6 million, while the number receiving OASI pensions mush-
roomed to 4.6 million. For those receiving OAA, payments aver-
aged $51 per month. But as Wilbur Cohen points out, in real terms
(i.e., in terms of 1935-39 prices) these payments were equivalent to
only about half the amounts paid out in the thirties when the pro-
grams were established.'?

THE DECADE BEFORE SSI

A comprehensive background paper was developed in 1960 on the
economic issues related to the aged. The paper, prepared for the
1961 White House Conference on Aging, looked at the prévailing
economic status of the elderly and discussed issues of concern for
the 1960°’s. The paper summarized the distribution of money
income for 1958 and indicated the continuing seriousness of the
economic situation for many. Table 1 reproduces the data present-
ed in the background paper, showing the very low incomes of the
aged during that period.

¢ Questions regarding the original design of spouse benefits are an important component of
the current equity controversy over the appropriate treatment of women under social security.
See Virginia P BHeno and M. M, Upp, op. oit.

118, Social Security Administration, Annual Statistical Supplement, 1949. Of course thers
was overlap between the two programs, with some recipients receiving income from both .pro-
grams.

18 Martin, op. cit., p. 480,

19 Wilbur J. Cohen, “Government Policy Concerning Private and Public Retirement Plans.” In
George B. Huff, ed., Economic Problems of Retirement (Gainesville; Fla.: Umverslty of Florida
Press, 1954), pp. 5o~ 114,



within States was the availability and cost of rental living units for
assistance recipients.

Once a State established its full standards of need, financing con-
siderations often played an important role. In some States, actual
moeney payments to recipients were below the amount of deter-
mined need. This was a result of limits placed on the amounts of
State funds made available to meet these needs.

Figure A shows the differences among States in the largest
monthly payment that could be paid an elderly woman in 1872
under the laws and regulations of each State. The largest payments
in 1972 were over twice the lowest payments:

High' Low
BICHIZAT oo $224 Mississippi ... §75
ANBES .o eereeereemrecis s sestresememsae s 2608 Soutk Carolina.. . 80
WISCONSIT veerirvirvrviniiesecessmreeeraesoveence 201 Missourt. ... 85
Vermont. o nnrsseeierniacsrnsae 186 Georgia...... 491
Massachusetts ccr e 186 Kentucky.... 96
BRDEBOLA coreievrireeser s 183 Marviand ..o, 96

1 Excluded from this list is Alaska, which has an unusually high cost of living.



Similar payment differences existed for elderly couples, with
maximum levels of $330 (California), $290 (Colorado), and $280
(Massachusetts) versus $121 (South Carolina), $131 (Maryland), and
$142 (Tennessee).

But differences in payment levels were only the beginning. Dif-
ferences in eligibility requirements, estate recovery, and relatives’
financial responsibility were also significant.

Seventeen States required grown children, if they had the means,
to help support needy parents. Some of these States held an appli-
cant ineligible when a child was able to contribute to his support
even though the child did not and would not do s0.2?

More than one-half the States permitted the State or lecal public
assistance agency to obtain unsecured or secured claims against
the real or personal property of recipients. In extreme cases, claims
on real estate might be exercised even though a surviving spouse
or dependent was still occupying the premises.

Perhaps the most complex and widespread differences in State
practices related to eligibility requirements:

IInder the old system [of assistance to the aged, blind,
and disabled], however, one State required an aged person
to use up his last dollar before receiving relief; ancther al-
lowed a cash reserve equal to 1 month’s cost of living; six
limited cash reserves to $304 or $350. Even “liberal” New
York denied relief to an old person with liquid resources
greater than $500 and specified that this counted the face
value of life insurance “for burial.” One State barred relief
to anyone whose house had a value more than $750 above
that of “modest homes in the community,” and the rules
of some States required applicants to sell their car before
obtaining help.22

In addition to the sbove, there were also differences in residence
and citizenship requirements and differences in the treatment of
residents in institutions.2®

THE UNUSUAL ORIGINS OF 881

It would be wrong, however, to argue that SSI originated as a
Federal response to the inadequacies of these State programs and
dissatisfaction with the variation among these programs. The es-
tablishment of a new Federal program guaranteeing a minimum
income to the aged, blind, and disabled came about in 2 much more
indirect way. As we indicated above, Congress and Presidenis over
the years had been sensitive to the problems of the “deserving
poor.” And they were concerned about the elderly, especially given
the perception that old age politics had been a significant factor in
past elections and could be important in future elections.

21 Alvin L. Scherr, Filial Responsibility in the Modern American Family (Washington, D.C.
U.8. Government Printing Office, 1960), pp. 23-24 and Vincent J. and Vee Burke, Nizon's Good
Deed, Welfare Reform (New York: Columbia University Press, 1974), p. 195,

22 Burke and Burke, op. cit., p. 134

23 Certain types of regulations, however, were subject to Federal standards. For example, Fed-
eral standards reguired that there could not be a State residence requirement of a period longer
than five cut of the past nine years.
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income-determined or means-tested welfare benefit” with-
out imperiling the wage-related and contributory nature of
the system 23

When President Nixon initially proposed his family assistance
plan in 1869, SSI as we know it today was not part of the package.
Instead, Nixon recommended a new ‘“‘national minimum standard”
to determine the amount of aid for the aged, blind, and disabled
needy. But the standard was to operate under the existing State
programs and under the variety of State rules on eligibility and ad-
ministration.

It was not until 1971, when the House Ways and Means Commit-
tee redrafted the family assistance plan as H.R. 1, that S5I was cre-
ated. Although hailed by a few as a revolutionary development in
income maintenance policy, 851 won congressional acceptance in
1972 with hardly any discussion and no floor debate, At the time,
all the attention of Congress was on the family assistance plan,
which was hotly debated but never passed, and on major changes
in OASDI (benefit liberalization and indexation).

SST's ADMINISTRATIVE SIMPLICITY IS SHORT-LIVED

Signed into law on Qctober 80, 1872, as part of the Social Securi-
ty Amendments of 1972, SSI went into operation 14 months later,
replacing the State programs. Even before the law went into effect,
however, two important changes in SSI were legislated. One of the
changes raised bagic Federal payment levels by $20 per month for
individuals and $15 per month for couples. The other changes man-
dated that all States with pre-SSI benefits above the Federal mini-
mum supplement the Federal payment so that the higher levels
would be continued.

The matter of supplementation arcse out of a basic question that
confronted those in the 1860’s who sought to federalize the Ameri-
can welfare system: was it acceptable for seme current welfare re-
cipients to lose benefits under a new system (acknowledging, of
course, that many others would gain under the new system or at
least be no worse off)y? Certainly few policymakers wanted to
worsen the situation of any recipient if there were no other factors
to consider. In this case, however, there were other factors, factors
that made the transition decision difficult. For example, if the SSI
reformers had raised the Federal minimum guarantee to reduce or
eliminate losses to State recipients, it would have meant massive
and unacceptable increases in Federal program costs.

The other alternative was to encourage or mandate State supple-
mentation to maintain the original State levels. In the case of S8],
the original bill passed in 1972 (similar to the provisions of the
broader FAP bill) contained provisions to encourage state supple-
mentation, but an amendment passed in 1973 mandated supple-
mentation.2é

5 Burke and Burke, op. cit., pp. 4 and 200.

26 Martin, op. cit., p. 480, comments that Congress took the mandating action with little
formal discussion {a oneday hearing by the Senate Finance Committee} and with little clear
Syidenie on what might have been the action by various states under a voluntary supplementa-
ion scheme.
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and disability, the SSI resources test, and the treatment of “essen-
tial persons’’; and (d) a variety of income exclusions related to cer-
tain Indian tribal members, home energy assistance, the foster
grandparents program, the Older Americans Act, and federal hous-
ing assistance.?®

THE IMPACT OF 551 ON THE INCOMES OF THE POOR

if the goal of administrative simplicity has not been achieved,
what about the goal of providing more uniform and more adequate
benefits? Table 2 shows the maximum payment levels (Federal plus
State supplements) as of January 1, 1984, for aged individuals and
couples living independently.?® For individuals, the level varies
from the Federal minimum of $314 per month in 24 States to a
high with supplementation of $566 in Alaska and $477 in Califor-
nia. For couples, the amount varies from the Federal minimum of
$472 to a high with supplementation of $886 in California and $830
in Alaska. Figure B shows the distribution of State payment levels,
indicating the number of States with maximum payments over the
Federal minimum. Half the States supplement the Federal pay-
menthbut about half of them supplement by less than $50 per
month.

TABLE 2.—HMAXIMUN SSI-PAYMENT LEVELS FOR AGED LIVING INDEPENDENTLY, JAN. 1, 1984

State Individuat Gouple State Individial Couple
Alabama.... 3314 §472 Montana 3314 $412
566 830 Nebraska . 38! §72
3 472 Nevada....... 35040 546.46
31 472 New Hampshire 328 483
477 886 New Jersey... 34317 495.28
n 144 New Hexico . . 34 472
466.10 58530 Mew York... 349 548.03
. 314 472 Kerth Carolina... 34 &2
Distriet of Cobmbia.......ccomrcrrrccrnnn 328 502 forth Dakota . 34 472
Floria i 472 Dhio......... .3 412
(1 OO 314 472 Oldahoma 383 616
Hawali 31890 28050 Dregon... 31570 472
L RO 382 510 Pennsyhvaniz. 346.40 52070
Hitiois 2377 609 Rhode island. 365,68 510.30
L5117 314 &2 South Carofina... 314 472
lowa..... .34 472 South Dakotz 378 487
Kangas. 314 LY Tenngssee 314 472
Kerducky ... 314 472 Texas.. 314 472
Louisiana... M 472 Utah.... 324 442
Haine... 324 487 Vermont 5 364 563
Maryland... I 472 Virginia.... 3 472
Massachuselts ... 442 67572 Washington ® 352.30 508.40
Michigan 33836 50840 West Virginia 34 472

2% Regarding (c) and {d), see John Trout and David R. Maltson, “A Ten-Year Review of the
Supplemental "Security Income Program,” Bocial Security Bulletin 47 (January 1984): 3-24.
“Amendments Lo other Federal programs have established special relationships with the SSI
program. These changes have not necessarily been consistent with the principles of the S8I pro-
gram. More than neotf, they are intended to assure that the sé)eciﬁc purposes of the other pro-
grains were not negated by the interplay between it and the SSI program” (5 11).

20 Tn 40 States and the District of Columbia, the benefit levels under SSI for blind and dis-
abled 1gersa:mza were the same as those in table 2. The exceptions were Alabama, Californis, Colo-
rado, Florida, Iowa, Massachusetts, Nebraska, Nevada, North Carclina, and Oregon.



FIGURE B

DIFFERENCES? TN MAXTMUM PAYMENT LEVELS
FOR INDIVIDUALS AND COUPLES, 1984b

at federal minimum 4] 24 states
+$ 140 i 15 states
Individuals 85099 I 8 states

™
+$igg 1 state

$150+! 3 states

at federal minimum i 25 states

+$1-49 l 11 states

Couples +550-99 i 6 states
T140 3 states
199 ! 1 state

$200+ I 4 states

aFigure shows mentbly differences.

bSee footnotes, Table 2.



official poverty level in 11 States as a result of State supplementa-
tion.

Contrasting the situation in 1984 with 1978, table 3 indicates
that over the 5-year period there has been a marked deterioration
of payment standards in States with supplementation. Only two
States (Illinois and Oklahoma) and the District of Columbia had a
higher ratio in 1984 than in 1978, The other States had lower
ratios in 1984—with declines of more than 5 percentage points in
Alaska, California, Connecticut, Idaho, Massachusetts, Nevada,
New York, Pennsylvania, Vermont, Washington, Wisconsin, and
Wyoming.

TABLE 3.—RATI0 OF COMBINED FEDERAL AND STATE AGED S5 PAYMENT MAXIMUMS TO POVERTY
LEVELS IN 1974, 1978, AND 1984

individuals Colples
1874 1878 1884 1974 1978 1584

Siate

Alabamsa.... Jl 13 16 X 42 98

Heingis ..
Indana.

T T E R 7l 13 76 85 86 g6
FATISAS 1v.vo. eeeeeremesmssmssarsnsserssesmsssustactosemssesmseessssssss s esermsenee 1.03 86 5 47 86 a6
Henfucky ... [ 13 76 85 86 90
LOUISIARG 1,1 cervveseneeer eresesmsmsssene s srssnssssesnes oo 7l 13 76 85 36 kil
Maing........... 71 ki) VE] 1.05 91 93
Maryland. .. N 73 16 &5 B8 86
Massachusetts ; 113 1.2l 1.07 1.2 146 129
Wichigan. . 81 a3 87 57 93 97
Minnesota 80 31 i 1,05 85 103
Mississinpi.. . g1 13 16 85 .86 90
Missour ... 71 73 6 B 86 50
Montana.... b 13 76 85 86 40
Nebraska ... 1.05 107 482 113 LIs 116
Hevada........ . . 54 88 8§ 1.20 116 1.05
Tew Hampshie. 88 83 74 42 52 81
BEW JBTSEY oooreoccsmeccnnmmmmmecssenssemssnnne e snsenne . 92 19 A3 Lot 89 45
W BIBRICO 1oovecoeeneecosmsccsmmrnsssesscsssssnsbeecessssemmmnsesscosmssssssssensss s e rrsssess e I 73 76 &5 86 80
New York 108 98 91 L9 110 Lok
Morth Carolin............o..... Tt st b enraseees s R g3 J6 25 36 .90
NOrHh DBKOLE corvsenrcsemsssmmmsirmnsmnrmssssrssssesssnrcosrasessesssesssees 71 73 76 B35 6 50
0o ...... e b hapnn 71 i3 76 88 86 30

Qklshom - 79 &9 83 5 L 118
Qregon ........ B3 7 .76 85 Rt .50
PERRSYIVARTR 1vovveraeereeremseennesseecenessnnessonins R B85 .84 83 L 100
Rhode isfand &7 86 88 167 1.06 1.0g

South Carclina 7o S T S TR S
South Dakota . 56 81 86 83 51 43
Terninessee. J 73 76 85 .86 90




<38

TABLE 4 —POVERTY RATIOS 1 'FOR AGED SSI RECIPIENTS, 2 1974

{in percent)
_ Preassista .

Ratio e;a;g;osmence Tota! Hcome

D10 D24 eeemsreesannissinnneens 340 0.3
0.24 to 0.49 JRN . 245 33
0.50 to 0.74 - . 23.2 253
0.75 to £.99.... . 1.2 e
100 16 124 e, 44 6.2
12540199 24 149
2.00 and abave b e e et ene e E
Total..... 160.0 16000

* Ratio of cash income 1o the qffinianmerty Jevel for the nuclear fambly unit
2 includes only recipients receiving OAA In 1973,

Source: Sylvester J. Schieber, “First Year Empact of 81 on Economic Stetus of 1973 Adult Assistance Popufation,” Social Security Bulletin 41
{February 1978): Table 8.

SHOULD WHERE YOU LIVE MAKE A DIFFERENCE?

Variations in supplementation levels are often explained as re-
flecting, at least in part, differences in costs of living from State to
State. The best examples, of course, is the much higher SSI pay-
ments in Alaska, where costs for almost all goods and services are
much higher than in the rest of the United States.

Curréntly there exist no good measures of geographic differences
in poverty levels that incorporate differences in tastes and needs or
differences in the costs of the “representative” goods and services
consumed by the needy. The only data that have been available on
a regular basis are from the family budget series published by the
Bureau of Labor Statistics (BLS). This series has serious limita-
tions, however, since it covers only 44 American cities, does not in-
clude cities in all 50 States, and excludes rural areas entirely, Nev-
ertheless, data from this series do serve to crudely indicate the
extent te which geographic differences exist.

Budgets have been estimated for a four-person family and a re-
tired couple. The last year for which estimates are available is
1981.38 Table 5 shows the indexes of comparative costs for a retired
couple in 25 cities and various nonmetropolitan areas. Table 5 indi-
cates relatively little variation in costs among cities, except for An-
chorage, Honolulu, Boston, and New York City. Some differences
are indicated between all the cities and the nonmetropolitan areas
with populations of 2,500 to 50,000.

TABLE 5.—INDEXES OF COMPARATIVE COSTS FOR A RETIRED COUPLE, AUTUMN 1681 :

Area : Intdex # . Arez Index

Urban United SHAEES oot eeesnr st 100 Urban United S1t85 ......oooeerr e ereeseemernscemrsconscrnns 100
Northeast: South:

Boston 17 Atlanta 93

Buffalo 105 Bailimoie N 93

Rew York and New Jersey 134 Dallas. 9%

Phifadelphia and New Jersey 104 Houston o 98

Pittsburgh . 163 Washington/Masand/Virgila.......oooocecerevoenne 108

Nommetropolitan a4reas® ...cersrecrvvveeerensssies 101 Nonmetrapoltan areas ... ...criroenens 86

38 fistimates of the budget have been discontinued by BLS because of budgetary cutbacks.
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pendently, lives in the household of others, or lives in a medical
facility.*! The most controversial provision of the law in this area
is the reduction of SSI payments by one-third if an individual re-
ceives food and shelter in someone else’s household, This reduction
was an attempt to take account of the in-kind income resulting
from reduced living costs without administratively going through
an elaborate determination of “value received” on a case-by-case
basis.

The one-third reduction is defended as a way of maintaining
equity among individuals with similar incomes (hoth money and in-
kind) and, at the same time, keeping down “unnecessary”’ program
costs. Those who advocate the elimination of the reduction, howev-
er, give a number of important reasons why serious consideration
should be given te changing this provision:

{1} Administration of the program would be simplified by
eliminating the need to determine if individuals meet the con-
ditions for exemption from the reduction under provisions of
the current law.

{2} The reduction discourages individuals from lving in
shared living arrangements, for example, with relatives who
might provide care and assistance as personal care needs arise.

{3) The provision may fall disproportionately heavily on cer-
tain minority groups, notably Hispanics, among whom aged
persons customarily live with other family members.

Recommendations for eliminating this provision were made by
the 1975 SSi study group and the recent National Commission on
Social Security. The 1979 Advisory Council on Social Security also
questioned the provision and urged its liberalization,

ELIGIBILITY REQUIREMENTS

In order to qualify for SSi, there are two basic conditions that
must be satisfied: (a) Income must fall under the guarantee level
after itaking into account certain ‘“income disregards,” and (b)
assets must meet a variety of asset tests., These disregards and tests
were set up under the original law and have not changed much
since then. The two liberalizations that have occurred are the ex-
clusions from the asset test of (a) the entire value of an owned resi-
dence (1976), and (b} the value of a burial plot (1982).

While the Federal SSI benefit levels have been adjusted annually
by changes in the Consumer Price Index (CPI), both the income dis-
regards and asset amounts involved in the eligibility test have not.
The result is that as prices have increased over time, the un-
changed disregards and asset test levels have become increasingly
stringent. Table 6 shows the original (and current) amounts and
what these amounts would be if adjusted for changes in the CPL
Only the asset test for the value of an owned automobile has been
increased by an amount keeping up with inflation.

41 Inmates of public nonmedical institutions are not eligible for SSI. An amendment passed in
1976, however, exempted publically operated community based residences serving 16 or fewer
individuals. An amendment passed in 1383 exempied individuals living in public emergency
shelters for the homeless (up to 3 months in any 12-month period). :
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The best available published data are from a report to Congress
on the food stamp program’s asset test.*? Published tabulations
from the spring 1979 wave of the 1979 Research Panel of the
income survey development program show the nature and extent of
assets for low-income households of afl ages and some special tabu-
lations of particular assets for households with at least one
member age 68 or older. Table 8 shows the value of ali assets other
than owned homes and total ‘“liguid’ assets held by “low
income” 4% households ineligible for food stamps because of these
assets. Table 9 shows separately the car and life insurance assets of
older households.

TABLE 8.—ASSETS OF HOUSEHOLDS INELIGIBLE FOR FOOD STAMPS WHO HAD QUALIFYING INCOMES
BUT NONQUALIFYING ASSETS, 1979

Al assels biquid
Reported value of assets hﬁgﬁ){z sss?ais .
Zet0 ... ottt e s seem e RS R e e R R AR A e SRR et e 4RA 3.1
31 to $500 NA 35
BA0T 80 §1,000 v evissvems s se e b se s G s AR NA 15
$1,001 to $1,500 et RS e AR AR NA 3
§1,501 o §2,000 - . 78 5.5
$2,001 to 33,500 8.1 1.6
$3,001 to $5,000 215 5.1
$5,001 1o $10,000% 396
$10,901 10 §20,000 61
$20,007 10 $50,000. 0000 vvirsvecmrrresememeeessesssss st e ssse s ressssss e s reses . 63 527
BE0,00T 10 FTE000 1. svvriescoeseereee s arses e aseet e s e R bt e e 10
QUET 75000, es e s 18 -
TOMBE PRICBIE v vovoosvuscsoseescmrencorsmnionesess conecen s e sss s s bbb e b es 108.8 100.0

I 1979, countable assets over §1,750.
= Aso excluded is the value of personal possessions and houschold gouds,
:g&ih c#;gciggg and savings accounts, stocks, bonds, mutual funds, and CDs.
ot applivabie.
mggpeg: 1ic vales in excess of $5,000 were not coffected for some fypes of assels. Nonspecified amounts in excess of $5.000 are assigned o
rackal,

Sogrce: Food and Mutrition Service, 13, Department of Agricuitore Assets of Low Tncemne Househofds: New Findings on Tood Stamp Pacticipants
and Monparticipants. Reporl to Congress (Washington, D.C. mimes, 18813, Tables 3-3 and 34,

TABLE 9.—CAR AND LIFE INSURANCE ASSETS OF GLDER  HOUSEHOLDS WITH QUALIFYING INCOMES
AND NONQUALIFYING ASSEFS RELATED TO PARTICIPATION N THE FOGD STAMP PROGRAM, 1979

" Biuebook valie First ear 2 Face value iife instirance
2 O . LR BT OO 79.2
B1 40 BB00 e trs s seessss et ensen s arasrtaseen 17.2 %l to $3,000 13.8
FE0L 10 BLO0D oceecercemsr s reereereemesseimssns s et as e G4 33,000 o $30,000...eein 48
SLEOI to 2,000 ... seeecereceeemercrnennns 0.2 i
$2,001 ic $3,000 83 §10,001 f0 350,000 ............... 2.2
$3.001 to $6,000 80
34,001 to $4,500 16 $50,001 to $75,000.....ccnn.ns [
$4,501 to $5,000 0.2 Cver $75,000 oo (®)

%2 Food and Nutrition Service, op. cit.
42 Low income here refers to households with incomes low enough to meet the food stamp
program’s income test,
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TABLE 11.-—RESOURCE HOLDINGS OF SSI APPLICANTS DiSALLOWED DUE TO EXCESS RESOURCES

Percent, of
Type of resourse agﬁmré?s Average valve

Fesgurce
HOME ..eocvvvvreovineee 50 $19,348
Other real property... 21 9,524
Vebicle Mo, 1 ... 57 1,469
Vehiele Ne, 2. 18 878
Life insurance ...... 20 16,454
Persunal property (of urisual value) . 1 458
Cash on hand (inclading unnegoliated checks) 56 126
Checking acoount ..., 46 639
Savings account .. bt 2834
Other liguid resources... 2 6,092
Total “countable” resources. .. 100 4,686

* Face vaiue of policies, non-exdugable cash surrender valyes were applicable fot 13 percent of the cases wnd ranged from $75 to SEO00.

Sterce: Resowce Holdings and Verification of Resowrces—Hew S8i Adudications durtng 1977, Division of Program Mieasurement apd Evaluation,
Office of Payment and Eigibility Quafity, Office of Assessment, Socisl Security Administration, July 1979. Reproduced in the report of the Natianal
Commission: on Social Secufity.

Finally, Radner and Vaughan have analyzed more recent data
from the income survey development program (ISDP) and provide
another look at the asset situation of lower income aged. Data were
analyzed for the fifth wave of the ISDP survey, which was carried
cut 1 early 198¢. The survey data are tabulated based on the age
and other characteristics of the persen in whose name the living
unit is owned or rented. Table 12 presents some of their findings.

Table 12.—The distribution of financial assets of lower income aged in 1980

Low income 2

Financiof assels aged households
BU £0 BLET i et e e e e g e 29
$112 to $793.. . 19
8794 o 33,210 21
$3,311 to $15,248 21
OVEE FIB,248 oo e s ren et e s e v et bbby 10

TOLAL PETTEIIT oottt ss et s e saap e 100

¥ Cash, checking and savings accounts, bonds, stocks, and other financial {)éiper.
# income in the lowest 20 percent of the income distribution for households of all ages, which
for the sample was below $7,269,

Scurce: Based on Table 11 in Danie! B. Radner and Denton R, Vaughan, “The Joint Distzibu-
tion of Wealth and Income for Age Groups, 1978, paper presented at the C.V. Starr Center Con-
ference on International Comparisons of the Distribution of Household Wealth, New York Uni
versity, November 1983, mimeo.

Radner and Vaughan look at income and wealth for households
at all ages and at all income levels. They tabulate the asset distri-
bution by quintile classes; that is, the households are divided into
five equal groups, each representing 20 percent of the fotal group.
For our purposes, table 12 focuses on the aged in the lowest guin-
tile, those with incomes below §7,269.

Because the asset classes, income level, and income units do not
correspond closely to the overall asset and income levels for BSI,
we cannot make any precise estimates. However, these data (as do
other data discussed) tend to support the National Commission on
Social Security’s belief that the “stringent assets test denies 58I
payment to some people who have inadequate incomes.” 47

47 National Cemmission o Social Security, op. cit., p. 256,

33416 O-~B4-m-B
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errors, but ultimately changes the outcome of few eligibility re-
Views,

Thus, a strong case can be made that since the assets of the low-
income elderly are generally low or nonexistent, the intrusion into
people’s lives, the costs of administration, and the stigmatizing re-
sulting from the tests is hardly worth the relatively small effect
that experience indicates the tests have on actual oubtcomes in the
application process. 52

PARTICIPATION

When one thinks about 881, one should also think about women.
About two-thirds of all S8I recipients are women; moteover, women
constitute about three-quarters of the aged receiving S8I These
gtatistics, of course, reflect a more general phencmenon; rising
rates of divorce and widowhood among women bave imposed on
them riging economic hardship. In the years before S8I, women
had the highest need for public assistance. In the years since, the
need has increased and the imbslance in economic security be-
tween men and women has increased. Thus, when we discuss below
the problems of nonparticipation in 881, it is imporiant to keep in
mind the fact that this is an important women's issue.

in the year bhefore S5I began there were about 3 million aged,
blind, and disabled receiving public assistance. With the implemen-
tation of 85I the number of receiving assistance rose by almost a
million people. Since then the numbers have not changed much, in-
creasing to a peak of 4.3 million recipients in December 1974
There has been some shift, however, in the relative numbers in the
three different programs. Figure C shows the decline that has oc-
curred in the number of elderly recipients and the corresponding
rise in those receiving payments as a result of disability.

5% The asset test i discussed further at the end of the chapter.



The increase in the number of recipients that cccurred with the
establishment of 881 has been much lower than expected. Instead
of the 4.3 million that actually received assistance by the end of
1874, the Sccial Security Administration had projected that there
would be over ¢ million recipients. And the number of aged recipi-
ents turned cut to be approximately half the official projection.
Thus, right from the beginning, one of the major concerns regard-
ing 8581 has been the fact that millions of eligible needy persons did
not participate in the pregram. Unfortunately this problem contin-
ues even today, despite much research to understand the nature of
the problem and major cutreach efforts to encourage and boost par-
ticipation. It is currently estimated that 385 to 40 percent of the eld-
erly eligible for 851 do not participate ®®

While there are many factors influencing whether or not people
participate in SS5I, it seems clear, based on the svidence to date,
that two are of primary importance: knowledge of the program and
attitudes of individuals toward “welfare.” Two major studies of 851
participation have highlighted the importance of both these factors,
The first study analyzed data from the 1873-74 854 survey of low-
income aged and disabled (SLIAD), and the second study analveed
a sample of 2,000 lower income elderly in 1979, some of whom were
(a) not eligible for 881, (b) eligible and participating, or (¢} eligible
but not participating. 54

In the SLIAD survey, only 12 percent of the disabled and 7 per-
cent of the aged specifically mentioned knowledge of 551 as a
source of assigtance. In the “2,000 low-income elderly” study, “per-
haps the most surprising and important survey finding is that 49
percent of nonparticipants have never heard of 88] or any program
that would help elderly people with little money.” 55

Over the years, 35A has made a major effort to inform people
about the 58I program. In several yvears SSA has attempted to
gcreen and contact everyone in the social security files who might
be eligible for SSIL Special outreach efforts have been organized to
reach eligible people through wvarious community organizations.
And millions of dollars have been spent on literature and media in-
formation dissemination.

Still, numerous critics have pointed out limitations and problems
related fo SS5A’s efforts.®® Many remain unconvinced that efforts
thus far have been adequate.®? Whether this is true or not, the fact

5% For many years there was speculation that the S8A estimates of eligibiiity for 85I were too
high because of poor daia. A recent study sponsored by SSA indicates, however, that they are
probebly too low. Ses Ilrban Systemns Hesearch and Engineering, S8 Aged: A Pilot Study of
Eligibility and Participation in the 53! Programs, Final Beport to 884 (Cambridge, Mass:
mimeo, 1981}

54 John A. Meneffee, B. Edwards, and S. J. Schieber, “Analysis of Nouparticipation in the S8I
Progeam,” Social Security BuHetin 44 (June 1881k 3-21 and Linda Drazga, M. Upp, and V.
Rene, “Low-Income Aged: Eligibility and Participation in 881" Secial Security Bulletin 45 (May
1982): 28-85, The Drazga, et al. article summarizes the longer report by Urban Systems Re-
search and Hogineering, Inc., op. cit.

55 Urban Systems Research and Engineering, inc., op. cit., p. 97.

5¢ See, for example, the discussion in Menefee, ot al, op. ¢il., p. 18, In contrast, a 1977 staff
study by the Senate Finance Commiitee ronciuded that ounireach efforts were mere than ade-
quate. See The Supplemental Security Income Program, Staff Report (Washington, DO U8,
Government Printing Office, 1877, pp. 16-17.

57 884, is currently engaged in another major ocutreach effort in response to a mandste by
Congress as part of the 1983 Social Security Amendments.



that a sizable number of persons still do not participate in SSI be-
cause of this issue. The SLIAD survey in 1974 found, for example,
that 65 percent of the nonparticipants in 381 would not willingly
accept public aid.5? :

The 1979 survey of 2,000 low-income aged investigated this issue
more thoroughly. This study found:

—That nonparticipants were more likely than participants to
feel embarrassed about getting welfare (86 percent versus 24
percent).

-—~That nonparticipants were more likely than participants to
think of SSI as welfare (3G percent versus 16 percent).

—That 31 percent of nonparticipants (who knew about S8I) said
they would be embarrassed i their friends or relatives knew
they were receiving SSI benefits.

~—That almost all nonparticipants agreed that they would not
feel embarrassed if their friends or relatives knew they were
receiving social security benefits.

The study concluded that “stigma or negative attitudes toward
S51 appears to be a potential barrier for * * * about one-third of
nonparticipants,’’82

While we have pointed to knowledge of S5 and attitudes toward
“welfare” as key factors explaining nonparticipation in the pro-
gram, there are no doubt many factors involved, but research thus
far has been unable to clearly identify any one of them as having a
clear and major impact. Together, however, along with knowledge
and stigma, they pose a major challenge in raising participation in
SS1 to significantly higher levels.

5581 FOR THE FUTURE

In the 1930’s when OASI and OAA were initiated, and still in the
early 1870°s, when SSI was established, Congress was faced with
two major challenges regarding the aged:

—The development of policies to help all Americans prepare and
provide for their old age at a time when support through em-
ployment was increasingly unviahle. %2

—The provision of support for the millions of older people faced
with economic destitution in the absence of income from gov-
ernment income maintenance programs.

Ag we indicated previocusly, Congress has clearly chosen over the
years to emphasize an approach that provides broad and substan-
tial support to the elderly through a nearly universal public pen-
sion program.®* But despite the heavy emphasis placed on OASI,

€1 Menefoe, et al,, op. cit., p. 18,

82 rhan Systems Research and Engineering, op. cit., pp. 199-140.

53 For a histery of the “institutionalization of retirement” in the United States, see James H.
Schulz, The Feonomics of Aging Srd ed. (Belmont, Calif: Wadsworth, forthcoming, fall 1984),
chapter 1 {or the Znd edition, pp. 3-8); James H. Schults, “Private Pensions, Inflation, and Em-
ployment,” in Herbert Parnes, ed., Policy Issues in Work end Retirement (Kalamazos, Mich.: W.
B gj?john Institute for Employment Research, 1982} pp. 241-264; and William Graebner, A His
tory of RHetirement (New Haven: Yale Univergity Press, 19801

5% ] use the word pension rather than insurance to emphasize the similarities rather than the
differences between public and private retivement benefit programs. For a similar point of view,
which discuses both similarities and differences, see Alan S. Blinder, Private Pensions and
Public Pensions: Theory and Fact (Ann Arbor, Mich.: Institufe of Public Policy Studies, Univer-
sity of Michigan, 1983).
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Despite a number of major attempts, general welfare reform re-
mains more an aspiration than a likely reality. There are currently
over 40 separate income maintenance programs in the United
States and little interest in comprehensive reform.

With regard to substituiing a universal fiat benefit for S8I, there
is more interest. When social security was originally designed the
possibility of combining a flat pension with an earnings-related one
was apparently rejected.®? This so-called double-decker approach—
with a universal, nonmeans-tested benefit paid to everyone and a
guppiemental benefit based on (and proportional to) earnings—has
had numerous advocates in the United States over the years and
currently exists in a number of industrialized nations®® And
today, as Thompson has shown:

It is possible to design a double-decker system which will
shift a significant portion of the current responsibilities of
the meanstested SS5I program to the nonmeans-tested
social security program with only a modest increase in
total transfer costs.®?

But opposition fo the double-decker appreoach has been very
strong over the vears. I is important to note that the present
gystem 18 perferred to the double-decker by two very different
groups: those who fear that the first part of a double-decker would
eventually be means-tested and those who seek to maintain the
fisca?IO discipline and the limiting of benefits through the payrell
tax.

Degpite their intellectual attractiveness, much more work will
have to be done to work out the various political and integration
issues raised with regard fo the f{irgt two options before they are
hikely to receive serious congressional consideration.’?! The third
option—an expanded SSI together with a less redistributive QASI
program-—is less easily dismissed, given the potential Federal cost
reductions embodied in its claims to greater targeting officiency.

The experience with SSI to date indicates, however, a major
problem related to this approach. For a variety of reasons, it is ex-
tremely difficult to get large numbers of people to participate in

&7 Derthick observes: “Their resistance to universal flat pensions was so rigid, and the reasons
for it so httle articulated in public, that the logical content is hard fo summarize.” Martha
Degiélck, Policymaking for Social Security (Washington, 1XC.: The Brookings Institution, 1979),

S8 Eveline M. Burns, “The American System of Social Becurity: Agenda for the 19705 In G.
Rehrlich, ed., Social Eeonomies for the 1970s (New York: Dunelien, 1970), pp. 67-82 and Henry
Aaron, et al, Supplementary Statement on the Deuble-Dlecker Plan. In Advisory Council on
Social Security, Report (Wa&h.ington, B The Council, 1979), pp. 216-220

9 Lawrence H. Thompson, “Discussion.” In Irwin Garfinke), Income-Tasted Transfer Pro-
grams—the Case For and Against (New York: Academic Press, 1882), pp. 487-498.

3 8ee the discussion of this point, for example, in Virginia P. Reno and M.M. Upp, *Sccial
Security and the Family.” In RBudolph G. Benner, Taxing the Family (Washington, D.C.; Ameri-
can Enferprise, 1983), pp. 189-164,

Tt At the end of 5 Jong and persuasive minority statement advecaling & doubledecker plan,
economists Henry Aaron, Gardner Ackley, Fveline Burns, and Joseph Pechman state: “Admit-
teclly there are a number of lssues and technical problems to be reasived in the development of
& specific double-decker plan, most notably those reloting fo benefits for children. Had the coun-
ol deveted as much time and effort o developing a warksbie double-decker model as il deveted
is earnings sharing, the country would have been in 2 better position {o evaluate the double
decker as s possible degirable future alterpative to the present system.” (Report of the 1579 Ad-
visory Council on Social Security, p. 22%) Bee also the paper by J. Habib and R. Lerman, which
argues that the fwo-tier approsch is generally less target-efficient in reaching the poor than
sorme afternative approaches: “Options in Income Support for the Aged—a Critigue of the Two-
Tier Approach,” Journsl of Public Beonomics 11 (1979% 159-177.
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the welfare role to 58I Others think it may be reasonable and
sensible {0 continue following a more incremental policymaking
strategy.”®

Few people today are likely to call for returning cur public assi-
tance strategy to what exisied in the pre-881 days. Without doubt,
881 is generally viewed as a step forward. But many would charac-
terize the improvements as modest and urge further changes,

Today, moreover, there is also greater awareness of the need to
serutinize the programmatic balance between social adegquacy and
equity. Butl as we pointed out earlier, concern sbout this matter is
not of recent origin. It was there al the beginning of GAS! and
(044, and it was one of the major issues consldered when SSI was
designed and originally legislated over a decade ago.

The asocial security financing problem that has dominated recent
pension discussions has certainly heightened cur sensitivity to the
iradeofis that have to be made. Giving greater attention to issues
of targeting and equity, however, does not necessarily mean that a
maior new strategy is optimum.”® Incremental change may still be
appropriate. Thompson points out, for example, that the carrent
benefit structure of social security might be viewed “as represent-
ing one particular compromise between the desire, on the one
hand, io maintain certain labor supply and savings incentives,
reduce administrative costs, reduce stigma and, on the other hand,
to restrain total program costs.” 8¢

Opportonities for improving 581 are many. But regardless of
whether one is talking sbout incremental or major change, what is
clearly needed is greaier aftention to the integration of various
ingowe maintenance programs (both public and private). We need
to look carefully at their interrelated effects and assess the ulti
mate total impact. Unfortunately there is 2 seripus dearth of statis-
tice and studies of 58] on this and numeous other questions. This
compendium is long overdue but represents only a start.

TWO DLLUSTRATIVE OPTIONS: CHANGING MINIMUMS AND
THE ASSET TEST

Other papers in this compendium examine in detail policy op-
tions and the programmatic rules and administrative operations
that in part determine the program’s ultimate impact. To lustrate
the points made shove regarding incremental adjustments and in-
tegration, howsver, alttention iz called to two policy proposals:
modification of the special OASI minimum benefit and changing
the asset tests of means-tested programs.

The National Commission on Hocial Security recommended in
1981 a modified special minimum benefit as part of a set of incre-
mental changes designed to deal with concerns about the treat-
ment of women under social security, The Commission argued:

w B

Hee, for example, Rohert J. Byers, “Incremsntal Change in Social Security Meeded to
Result in Egual snd Fair Treatment of Men and Women.” In B. V. Burkhouser and K. O
Holden, A challenge % Scoisl Security (New York: Academie Press, 1982), pr. 285245
% 5. Behieber, Bocial Security: Femg@‘t:vpﬁ on Preserving the &ﬁya&:em (W ashington, D0 Bme.
giay% Benefit Re%&rr'h }’n‘-txtum 1582, Behigver, for example, preposes reducing the first OASK
romul “hend point” and having 8SI pick up the income needs of ](m income individuals,
m}'he Social Serurity Heform Debate,” Journa! of Economic Litera-

80 Lawrence . Thompson,
ture 21 (Dlecember 19830 1458,



having to seek heip from the rest of society and as a warning (and
hence deterrent) to others.

Apart from this philosophical or ideclogical issue, there is the
mnrg practical matter of assel tests in practice. As pointed outd by
Duskin:

it is generally the case that resource levels determine
program eligibility, but nol benefit levels-—except to the
extent that an asset produces z flow of countable
income.®?

The fact is that tested assets frequently cannot be converted into
the consumpiion expenditures vital to subsistence living. Or indi-
viduals are unwilling to utilize them hecause of the other roles
served by savings.84

The other reality is the high degree of arbitrariness and varia-
tion in the tests. An excellent sxample of this is the treatment of
household goods and personal belongings. The 58I program places
a value on these assets and places a $1.500 jimit on their value. In
contrast, the food stamp program ignoves them. Note the comments
of the Department of Agriculture: Personal and household goods
are almost “universally exempted from meang-tested public benefit
programs for practical reasons. Basic household and persopal pos-
sessions are among the necessities of living; it is not reasonable to
expect a household to divest itself of clothing or household furnish-
ings. In practice, moreover, the valuation of such items would be a
prohibitively expensive and intrusive tagk.” 8%

The 851 overall test level is $1,500 for individuals and $2,250 for
couples. The food stamp level was originally set at $1,500 for indi-
viduals and 33,000 for households of two or more only if one
member was age 60 or older. The asset limit for food stamps was
raised from $1,500 to $1,750 in 1977, But in order to restrict eligi-
bility and reduce the cost of the program, the limits were lowered
again to $1,500 in 1980. This 1980 deliberslization highlights the
major aim of the test. Asset tests are basically mechanisms to keep
down cogts.B6

The SSI asset test illustrates many of the challenges facing the
program. It directly excludes many needy Americans who despar-
ately need economic help. It indirectly discourages other people
from participating because of its punitive nature and stigmatizing
agpects. And it greatly complicates the administration of the pro-
gram. It is these three issues—adequacy, participation, and effi-
cient administration—that dominated the concerns of Congress
when it passed SS5I and during the chaotic early years. As our
review has shown, these issues have not gone away and deserve
again the attention of the Congress.

83 Botty Dhaskin, “Asset Tests as o Component of Income Conditioned Programs,” paper pre-
pared for the Federa! Council on Aging (Washington, D.C.: mimeo, nd.): 1.

&4 Other roles include: precauntionary needs, bequests, overcoming imperfect capital markets,
maintaining independence and flexibility, et¢. Economists have recently been surprised to find
high rates of saving (not dissaving) among the aged, contrary to the life cycle saving/consump-
tion hypothesis.

45 frood and Nutrition Service, op. cit., p. 8.

8¢ Deliberalization removed more than a million participants of all ages from the food stamp
program.



Chapter 2

THE SUPPLEMENTAL SECURITY INCOME PRO-
GRAM: TRENDS OF THE FIRST DECADE AND
-OUTLOCK FOR THE SECOND

(Prepared by Janice Peskin,! Budget Analysis Division,
Congressional Budget Office)

SUMMARY

Since 1974, the Federal Government and the States have provid-
ed cash assistance to low-income aged, blind, and otherwise dis-
abled individuals under the supplemental security income (58S
program. Now SSI is entering its second decade. How has the pro-
gram evolved over its first 10 years? And will the decade ahead
mirror the one just ended? A review of past trends can be useful In
forecasting future SS8I benefits, numbers of beneficiaries, and asso-
ciated Federal outlays in the coming decade.

The CBO’s analysis points to several major findings:

—Benefits and outiays under the Federal 835! program have
grown steadily since the programs’s inception. For example, in-
dividual basic monthly benefits increased from §140 in Janu-
ary 1974 to 3314 in January 1984. Until recently, this growth
was in nominal-not real-dollars. Almost exclusively, it re-
flected annual cost-of-living increases, Not until 1983 were ben-
efits increased by more than the change in the cost of living—
by $20 a month for individuals and $30 a month for couples.

-~INumbers of Federal 851 beneficiaries, in contrast, have actual-
Iy declined slightly since 1976, when the program stabilized.
Moreover, aged beneficiaries have declined in number by about
one-third, largely because of greater social security coverage
and rising social security benefits while disabled beneficiaries
have become more pumerous. In 1976, aged and disabled (in-
cluding blind) beneficiaries each accounted for about half of ali
beneficiaries; by 1883, the aged accounted for only 38 percent
of all beneficiaries and the disabled for 62 percent.

—Trends in S8I during the next decade should resemble those
during the past decade.

—Aged beneficiaries will continue to decline in number and dis-
abled beneficiaries to rise, so that, by 1995, SSI will be largely
a program for the disabled. The aged will account for only Z1
percent of all beneficiaries and 15 percent of all benefit pay-

L Annie Manley assisted in the data development; Peter Taylor provided forecasts of the Con-
sumer Price Index; and Charles Seagrave, Nancy M. Gorden, an Dorothy Amey gave helpful
comments. The ménuseript was edited by dehanna Zacharins and prepared for publication by
Gwen Coleman.
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Suirrs IN THE BENERICIARY POPULATION

While the total 85I beneficiary population declined only slightly
during the past decade, the portions of that population made up by
aged versus disabled (including blind) persons changed more sharp-
ly.¢ Aged beneficiaries (that is, persons aged 65 or older) declined
in number from £ million in 1976 to 1.8 milllon in 1983; numbers of
disabled beneficiaries rose from 1.9 million to 2.2 miilion over the
same period (see table 2). In 1876, aged beneficiaries made up 51
percent of all Federal S5 heneﬁc;.anes, but by 1983, they account-
ed for only 38 percent. Simultanecously, the proportion of disabled
beneficiaries rose from 49 percent to 62 percent.

TABLE 2.---COMPOSITION OF THE FEDERAL 58I POPULATION, 1576--83

[Nimbers in millions of March each year)

Aped beneficiaries Disahteq banef;z;iaries t
Humpers PE’?&% o Nurbers Wgﬁg of
2.0 51.2 1.4 i8.8
1.8 485 20 515
18 152 20 53.8
11 436 2.2 56.4
16 434 21 56.6
1.5 41 2.2 58.9
14 384 .2 60.6

1.3 7§ 2.2 62.

trglides bling.

What has caused this rather startling shift? One must look first
to the eligibility criteria for SSI.

Individuals qualify for SSI because thev are aged or disabled (or
both), and because their incomes and assets fall below the maxi-
mum levels allowed in the program. Given these eligibility require-
ments, four major factors determined changing beneficiary levels

—Demographics: the numbers of aged and disabled in the U8,

population,

—Incomes: the financial resources of the aged and disabled.

—Participation rates: the extent to which persons eligible for

benefits actually receive them; and

—Legislation: changes made by the Congress that alter eligibility

for, or receipt of, benefits.

DEMOGRAPHICE

The U.S. population aged 65 and older increased moderately
during the last decade. Because aged 85I beneficiaries were declin-
ing in number at the same time, the percent of the aged population
receiving SSI dropped significantly~~from 8.1 percent in 1976 to 4.6
percent in 1983 (see table 8).

+ Aged beneficiaries who qualified as disabled are included in the disabled category; at the end
of 1982, about 20 percent of disabled SSI recipients were aged.
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could grow significantly.® At the same time, disabled children have
bheen one of the most rapidly growing groups of S8I beneficiaries,
rising in number from 128,000 in December 1975 to 220,000 in De-
cember 1982--an increase of almost 8¢ percent.

Notwithstanding these patierns, the disabled SSI beneficiary pop-
plation has remained a quite stable percent of the total U.S. popu-
lation (see table 2). After rising slightly in the late 1970’s and
reaching a peak of (.92 percent in 1979, the percent has remained
fairly stable in the last few years. Because rising incomes among
the popuiation would imply a decline in the percent (as discussed
below), the stability in the percent of the population receiving 58I
disability benefits might imply growing numbers of disabled in the
population.

INCOMES

As In any means-tested entitlement program, an 58I partici-
pant’s income and resources must be below specified limits. Income
may be no higher than the basic benefit plus excluded income. The
main exclusions are $20 a month of earned or unearned income
and an additional $65 a meonth plus one-half of the remainder of
earned income. At no time may countable rescurces (assets) be
higher than $1,500 for an individual or §2,250 for a couple. Not in-
cluded in the tally are the value of & home, a car used for employ-
ment or medical treatment, life insurance with a face value of
$1,500 or less, burial plots and funds, and households goods or per-
sonal effects with an equity value of less than $2.0600.

The basic benefit is increased each year by a cost-of-living adjust-
ment (COLA). Thus, it remains essentially constant in real terms.
in contrast, the 320 and $65 monthly income exclusions and the re-
gsource limit have not been changed since the program’s beginning.
Both of the latter have thus decreased sharply in real ferms, and
they have been partially responsible for the decline in numbers of
aged SSI baneficiaries.

Eligibility for 58I will change over time, as incomes of the aged
and disabled rise more or less rapidly than the basic 85I benefit
(plus exclusions). For low-income aged and disabled people, social
security is the most important source of income. 881 beneficiaries,
in fact, have few other income sources: fewer than 4 percent have
any earned income, and fewer than 11 perceni have “unearned”
income other than social security. Yet, about 70 percent of aged
S5I beneficiaries and 35 percent of disabled beneficiaries receive
social security. So trends in social security benefits are critical in
understanding eligiblility for SSI and in particular, declining num-
bers of aged 5SI beneficiaries.

Over time, more of the aged have qualified for social security
worker benefits (see table 4). For men, whose coverage in 1970 was
already 89 percent, the rise has been moderate. But for women, it
has been dramatie, rising from 44 percent in 1970 to 56 percent in
1983—attributable at least partly to their increased labor force par-
ticipation rates. Women—who now account for alimost 75 percent of

8 The “baby boom” cohort encompasses persons born In the years 1946 through 1964. See
l%%lg)e B. Rusesll, The Baby Boom (eneratien and the Economy, the Brookings Instituticn
{1982).
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PARTICIPATION

In SSI, participation rates—the percentage of eligible persons ac-
tually receiving benefits—have always been relatively low. Thus,
any major change in participation rates could affect SSI outlays
significantly. Unfortunately, estimates of participation rates have
been scarce.

(ne study has estimated participation rates of 55 percent for the
aged and 54 percent for the disabled in 1974.%° Another study has
estimated a participation rate of between 54 percent and 61 per-
cent for the aged in 1979.'! Because estimated rates for the aged in
the first study may have been biased upward, participation rates
for the aged may have risen some during the 1970°s. This rise was
probably not large, however, in light of the decline in aged SE5I
beneficiaries over the same pericd.

Both studies identify similar causes of nonparticipation among
eligible persons. First, eligible nonparticipants are financially
better off than participants. Second, they have less experience with
government assistance programs, and they may be more concerned
about a social stigma they associate with public assistance. Finally,
many nonparticipants seem to be unaware of the availability of 551
and/or of their own eligibility. Only this final cause seems amena-
ble to much changs over the short run or subject to influence by
program administrators.

LEGISLATION

Though 58I has undergone many legislative changes since its in-
ception, few have had more than a minor Impact on the program,
Two legislative changes have had major impacts, however: provid-
ing automatic COLA’s and raising benefit levels.’® On August 7,
1974, shortly after the start of the SSI program, the Congress en-
acted legislation providing for automatic cost-of-living increases in
881 benefit levels (Public Law 93-36R). As a result of this law, S8I
benefit amounts are adjusted annually if the past year’s change in
the Consumer Price Index (CPI) equals or exceeds 3 percent. With-
out this legislation or some other significant ad hoc iucrease in
benefit levels, real benefits would have declined sharply over 830's
first decade, and fewer persons would have gualified for program
benefits,

Then, in epacting the Social Security Amendments of 1883
{Public Law 98-21), Congress effected monthly increases in SSI
basic benefits of $20 for individuals and $30 for couples. Thege in-
creages have improved the adequacy of 851 benefits, though Feder-
al benefits are still below the annual poverty threshold, which for a
single person was $4,630 in 1982 and is estimated to be $5,000 in
1984, (For some persons in some States, Federal plus State S51 ben-
efits provide income above the poverty threshold.) Individuals’ Fed-
eral basic benefits, which were 71 percent of the poverty threshold
in 1882, will rise to about 75 percent of poverty in 1984, For cou-

10 See John A. Mene-fee, Bea Edwards, and Sylvester J. Schieber, * Analy'sas of Nonpart:cnpa
tion in the 881 Program:,” Social Secumty Bulletin, Val. 44, No. § {June 1981),

13 See Urban Systems Research and Engmeermg, Ing., SSI Aged: A Pilot tudy of Ei;g;blhty
and Participation in the Supplemental Security Income Program (September 19813,

12 For more details, gee John Trout and David R, Mattson, “A 10-Year Review of the Supple-
glentai Security Income Program,” Social Security Builetin, Vol 47, No. 1 {January 1984}, pp. 3~
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. Disabled beneficiaries have higher monthly SSI benefits than do
aged beneficiaries, because fewer of the former receive social secu-
rity benefits that partially offset 8SI payments. As shown in table
7, average benefits of the disabled were 3208 in March 1983, com-
pared to $127 for the aged. Over the 1976-83 period, average bene-
fite of the disabled rose slightly more than the COLA's—73.5 per-
cent, compared to 69.7 percent for the COLA’s. For the aged, aver-
age benefits rose only 60.6 percent, somewhat less than the
COLA’s. Thus, until the increase legislated in July 1983, real hene-
fits of the disabled changed little, falling slightly in the late 1970's
and rising slightly in the early 1980°s. For the aged, real benefits
fell—primarily in the late 197¢'s—reinforcing the evidence that
non-SSI incomes of the aged have been rising.

TABLE 7.—AVERAGE FEDERAL SS{ BENEFTS TG AGED AND DISABLED BENEFICIARIES, 1976-83
[As of March each year}

Aged Disabled

Nominal e Maminal gl Hatyina)

gl bnsfist DL el bt 3 %ﬁ;cjg;
LO7B tssecomsins s ennrsscoromsasmstsssstesasss s sootts s sssareccons |71 J— 5.1 L0 131
977 8 §7e &5 124 §124 6.2
1578 . ¥ 78 &1 131 123 5.2
LT T " R4 74 1.5 135 120 3.2
1980 44 76 123 148 120 10.0
1981 107 75 139 170 120 143
1987 . 119 75 108 191 121 124
FEB3 st e g1
197683 i, B 734

* Howingl benefits deffated ty SSt COUA's using 1977 a5 the base year.

FUTURE TRENDS

Will the S8l program’s trends in the decade ahead resemble
those n its first decade? In exploring this gquestion, this section
presents and analyzes forecasts of numbers of beneficiaries, basic
and average benefit emounts, and associated Feceral ocutlays to
1995, assuming that current legislation remains unchanged.

Trar Benpprcrary PopuraTion By 1995

Future trends in 85I beneficiaries during the remainder of this
century should resemble those of the past decade. In only one area
does the future seem likely to differ importantly from the past: the
gopulati.on aged 46 to 64—people who are more likely te become

isabled than other age groups—will be rising more rapidly than
before. Nonetheless, trends in beneficiaries should continue largely



Demographic patterns do not show larger increases in the dis-
ability-prone population (those aged 45 to 64) than in the recent
past. Though this group will increase by only about 0.8 million
from 1975 to 1985, it is projected fo increase by 8.3 million from
1985 to 1995, as the baby boom generation ages (see table 9). In ad-
dition to uncertainty about how much effect this changing age
structure will have on 8SI, uncertainty exists about changing dis-
ability rates in the population at large. As noted in the “Past
Trends” section of this chapter, disability rates appear to have
risen recently, Whether they will continue to rise--or perhaps
fall-—is not clear and will depend partly on future changes in mor-
tality rates, medical care, and even lifestyles (particularly with
regard to diet, exercise, and stress management),t4

Another source of uncertainty is the impact of the 1983 Social
Security Act on numbers of 88I bensficiaries. Two provisions of the
act—the increase in basic S5I monthly benefits and the newly re-
quired notification of social security and medicare beneficiaries of
their potential eligibility for 88I-—should increase numbers of SSI
beneficiaries. The CBO estimates assume an increase of (.8 million
8571 beneficiaries. If the increase is much larger or somewhat small-
er, numbers of beneficiaries in 1995 could differ significantly from
the forecasts congidered here,

AVERAGE BENEFITS BY 1995

The driving force in how average benefits increase over time is
the COLA’s. In real terms, average benefits have not changed
much in recent years, and in this forecast they are assumed fo
remain constant. Average benefits are projected under three differ-
ent COLA assumptions.

—CBO baseline: These COLA’s through 1989 are assumed by
CBO in its projections of federal cutlays.'® The COLA's bevond
1989 are consistent with the baseline assumptions.

—Low inflation: These COLA’s through 1989 are based on an al-
ternative, low-growth set of CBO economic assumptions.!® The
COLA’s beyond 1989 are congistent with the low-growth and
low-inflation assumptions.

~-High inflation: Beginning in 1986, these COLA's are set equal
to actual average COLA’s in 85I during its first decade.

In CBO's baseline assmptions, COLA’s range from 4.5 percent to
4.9 percent through 1989 (see table 10). During most the 1%%0-95
period, COLA’s are 4.8 percent. In the low-inflation assumptions,
COLA’s decline during the late 1980y, and beginning in 1989, fluc-
tuate between zero and 4 percent. (As noted eariier, the CPI in-
crease must accumulate to at least 8 percent for the social security
and S8I COLA to be granted.) The low-inflation assumptions incor-
porate CPI increases of about 2 percent a year beginning in 1989,
resulting in a zero COLA 1 year, followed by a 4-percent COLA the

1% See Feldman, “Work Ability,” and Colvez and Blanchet, “Disability Trends,”
18 See Congressional Budget Office, Baseline Budget Projections for Fiscal Years 1985-1989
(F?!grlltl)ggy 1634),
id.
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TABLE 11.—FORECASTS OF FEDERAL SSI MONTHLY BENEFITS WITH THREE COIAS, SELECTED YEARS
1983-95-Continued

[n debiarsT
(nfioa Averagt bareft
basic benefit Aged Disabled 2
1985 329 148 235
1946. ... 413 187 286
1985 510 730 365
High COLA's:
B 1 OO 834 4130 <208
1985 erem st e st e s 32 148 235
1580 486 217 345
B0T5 e o s b b s 718 321 510

1 Aver?}%; monthiy benefits for fistal year,
* hnehuces blind.

s Ffeclive beginin }anuaqg 1, 1984.

+ Average monthly benefits for fiscal year 1983,

Jutravys sy 1995

Federal 881 outlays in 1995 will be higher than they are today.
How much higher depends on future inflation in the United States
and the size of any resulting COLA's.

Under CBO's baseline assumptions, outlays would increase from
$8.7 billion in 198% to $14.5 billion in 1995—a rise of two-thirds (see
table 12). Under the low-COLA assumptions, outlays in 1995 would
be $12.2 biilion, a rise of about two-fifths over the 1983 level. Under
the high-COLA assumptions, outlays—at 5§20 billion—would be
more than two times greater. Outlays under the high-COLA as-
sumptions would be two-thirds above those under the low-COLA as-
sumptions, illustrating the critical effect of COLA’s on cutlays.

TABLE 12—ACTUAL AND PROIECTED FEDERAL SSI OUTLAYS WITH THREE ASSUMED COLAS,
198385

{tn billions of doflars]

+.  Baseine High
Low COLATS LA o

LA's {0LA's
1983 {actusl) ® . 8.7 8.7 8.7
IgB42 ... 84 84 8.4
1985 9.3 93 4.3
1986 9.7 87 0o
1987 1.2 10.2 0.7
1988 2 114 1L5 124
1988 10.7 113 126
19502 0.1 10.8 126
1991 111 12.2 146
1882 115 12.8 15.8
1893 116 133 171
F T U 131 150 185
1885 ... 12.2 145 200

* Estimated oullays through 1983 are those in CBO'S fatest baseline.
21984 and 1930 icluda oy 31 moaths of bepefit payments; 1983, 1988, and 1994 inchude 13 mosths.

The projected increases in outlays are only nominal. In real
terms, SSI outlays will remain essentially constant. Numbers of
beneficiaries are projected to decline slightly, reducing real outlays.



Chapter 3

REHABILITATING THE 58I RECIPIENT—OVER-
COMING DISINCENTIVES TG EMPLOYMENT OF
SEVERELY DISABLED PERSONS

{Prepared by Joehn H. Noble, Jr.,! Ph.D)., Associate Commissioner,
Virginia Department of Mental Health and Mental Retardation)

INTRODUCTION

This analysis was prepared in response to Senator John Heinz's
request on December 15, 1983, for a critical review of “the complex
network of relationships between participation in the supplemental
security income program (SSI), medical coverage, rehabilitation,
and gainful empioyment.” The analysis was to address two basic
questions. First, how ig the individual beneficiary affected by ad-
ministrative or institutional arrangements, and what are the psy-
chological, economic, or informational barriers to engaging in pro-
ductive employment? Second, what are the appropriate policy alter-
natives for the future?

More specifically, the following topics were to be covered:

-4 review of the provisions of the Social Security Disability
Amendments of 1980 pertaining to work disincentives in 58I,
and an evaluation of their implementation to date, and their
longer term significance.

—An analysis of the implications of the reimbursement provi-
gions of the Omnibus Budgei Reconciliation Act of 1981 upon
the delivery of rehahilitative services to 85I beneficiaries; and

—A review of innovative rehabilitation technigues, including
transitional employment, and a suggestion of what role they
might occupy in the future of S5L.

The case of Wendy P. is presented here ag a concrete example of
the nature of the problems which severely disabled persons seeking
gainful employment encounter everyday in connection with the 551
and medicaid programs. Her case will be used in the analysis to il-
lustrate how certain statutory and/or regulatory provisions impact
on affected individuals, as well as to show the implications of some
of the statistics which will be reported.

Wendy P. is a developmentally disabled person in her late twen-
ties who has been disabled from birth. She is intelligent, articulate,
and very motivated. If she were not confined to a wheelchair with
need for attendant care to function, Wendy P. would undoubtediy
hold a responsible position paying an above-average salary. Instead,

L The views expressed in this chapter are those of the author and should not be construed as
necessarily representing the offictal view or policies of the author’s employer.
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with it. Some States have spent money that would otherwise have
paid for direct services on lawyers and the training of staff on how
to provide successiul documentation of eligibility for S5I. It is sad
to see so much of society’s scarce resources being allocated to de-
pendency-creating activities instead of rehabilitation for total or
partial self-support.

Succeading sections of this analysis provide documentation on: (1)
the background and selected characteristics of the 58I program; (2)
the comparaiive utilization of health services by S81 and non-5SI
recipients and its cost; (3) the provisions of the Bocial Security Dis-
ability Amendments of 1980 that affect the SBI program; (4) the
impact on 85I recipients of the rehabilitation financing provisions
of the Omnibus Budget Reconciliation Act of 1981; (5} innovative
rehabilitation techniques that hold promise for severely disabled
people; and (6) suggested changes in Federal programs affecting the
severely disabled.

551 BACKGROUND AND SELECTED CHARACTERISTICS

Congress created the supplemental security income (88D pro-
gram in 1972 to replace three State-administered categorical pro-
grams for poor aged, blind, and disabled persons. The intent was to
supplement the income of poor persons whose work experience or
circumstances did not qualiy them for coverage under the social
security - disability insurance (8SDI) program, or whose benefils
under the BEDI program were inadequate for subsistence.

The 881 program took over financial and administrative respon-
gibility for the 8,147 200 persons in the 1973 State caseload in the
aged, blind, and disabled categorical programs, whoe were receiving
$3,457,410,000 in monthly cash payments. Federal takeover in 1974
was accompanied by an immediate 2.2 percent increase in the
number of aged, blind, and disabled recipients of cash payments
and a 267 percent increase in the amount of program expendi-
tureg.

The SSI program steadily expanded from 3,248 949 recipients of
federally-administered payments in Januvary 1974 to a2 high of
4,287 (344 recipients in December 1977, Bince 1977, there has been a
steady decline in the number recipients, reaching 3,802,630 in
August 1983, Annual program expenditures, on the other hand,
have steadily increased since 1974 as a result of several factors: (1)
Rarly program growth due o the Federal takeover; (2) indexed
cost-of-living adjustments; and (3) expanded income and respurce
exclusions which determine basic eligibility and the monthly cash
benefit amount for individuals and couples. Program expenditures
have grown from a monthly total of §365,149,0060 in January 1974
to $826,130,000 in August 1983—an increase of 126 percent. This
trend, however, may have halted and even reversed direction.
Public Law 98-139 authorizes a fiscal year 1984 appropriation of
$8.3 hillion for the SSI program, almost 3205 million less than the
fiscal year 1983 appropriation of $8.5 billion.

To put this program growth in perspective, we should remember
that from 1974 to 1984, the population of the United States in-
creased by about 9 percent, and the cost of living, as measured by
the Consumer Price Index (CPI), increased by sbout 96 percent.
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Thus, rehabilitating SSI recipients for total or partial self-sup-
port will require substantial effort and careful maripulation of the
incentive system for recipients and employers alike, if a cost-benefi-
cial outcome for society is to be achieved. Not every blind or dis-
abled S8I recipient is a suitable candidate for rehabilitation, nor
should the whole SSI population be rejected as unfeasible candi-
dates.

The living arrangements of SSI recpients offers a clue to the sup-
port system standing behind the individual recipient. Of the
3,968,000 persons on the rolls in July 1981, 3,369,800 (84.9 percent)
lived in their own household; 188,400 (5 percent) lived in another’s
household; 132,900 (8.3 percent) lived in their parental home; and
266,800 (6.7 percent) received care within medicaid intermediate
care (ICF) or skilled nursing (SNF) facilities (SSA, 1984). There are
no remarkable differences in the distribution of living arrange-
ments among blind, disabled, and aged SSY recipients. Keeping in
mind people like Wendy P., one should not write off SSE recipients
Hving in medicaid intermediate care facilities as unfeasible candi-
dates for vocational rehabilitation and job placement efforts. On
the other hand, persons living in their own household with a
spouse as well as younger persons living in their parental home
may be among the best 551 candidates for rehabilitation, since they
enjoy an intact support system which may offer encouragement to
the rehabilitant.

The S5I caseload is not static. In the course of a year, 3.6 percent
of the SSI recipients die, and another 0.4 percent receive an adjust-
ment in benefits because of the death of a spouse. Almost 3 percent
are terminated because their income and/or available assets are
too high. About 0.5 percent leave the rolls because their disability
ceases, and another (.5 percent are terminated because they failed
to furnish a required report to the Social Security Administration.

The vast majority—nearly 90 percent—of S5l recipients continue
on the rolls from one year to the other. In fact, the average blind
or disabled SSI recipient remains on the rells for 16 years, while an
aged 58I recipient stays for 18 years (85A, 1984). Applying the av-
erage 1980 monthly 881 payment of $128.20 to the 1981 caseload,
an estimated lifetime payment will be made of nearly 325,000 to
each of the 2,284,400 blind or disabled SSI recipients, without al-
lowance for indexed cost-of- living adjustments. For each of the
1,683,600 aged recipients, the estimated lifetime payment will
amount to nearly 328,000, again without allowance for indexed
cost-of-living adjustments.

But this is not the full story. In December 1982, more than 60
percent of the SSI recipients received income from some other
source—social security benefits (494 percent), earnings (3.2 per-
cent}, and unearned income other than social secarity benefits (10.1
percent} (Social Security Bulletin, Statistical Supplement, 1982)
Compared to the aged, a substantially smaller percentage of blind
and disabled SSI recipients received income from some other
source than earnings. Whereas 69.6 percent of aged SSI recipients
received an average of $233.83 per month in sccial security bene-
fits, only 37.6 percent of the blind and 35.8 percent of the disabled
recipients had average monthly social security benefits of $244.53
and $226.12, respectively. With respect to earnings as a source of
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must decide whether or not to accept a job paying the substantial
gainful activity (3GA) wage or higher. In this regard, we must put
ourselves in the place of the individual faced with the choice in
order to judge the risks and benefits of accepting the job. First,
few—if any--SS1 recipients have had a successful job experience
which would lead them (o believe they will succeed in this next
one. Second, most of the jobs they are offered pay marginal wages.
The 8GA amounts to only $300 per month—$1.28 per hour, or 58
percent of the 1983 minimum wage of $3.35 per hour, Thus, the av-
erage SSI recipient is often being asked to rely on his or her ability
to perform in a job for wages that barely cover the necessities of
life—not to mention the high costs of medical care in the event of
recurring illness. Concern about recurring iliness and its cost ig
well-founded, as indicated by the National Medical Care Expendi-
ture Survey (NCHSR, 1584).

The National Medical Care Expenditure Survey (NMCES) was
conducted over an 18month period during 1877 and 1978 in ap-
proximately 14,000 randomly selected househeolds in the civilian
noninstitutional populstion of the United States, Data were collect-
ed via siy successive household interviews, and supplemented by (a)
a survey of the physicians and facilities that provided medical care
to persons in the household sample during 1977, and (b) a survey of
the employers and insurance companies that provided the health
insurance coverage of the sample households. Among the major
foci of the NMCES was the extent to which the burden of paving
for health care services for the elderly and the poor falls on the
medicare and medicaid programs,

Analysis of the NMCES data has been limited fo health services
utilization and its cost amoeng S5 and non-8S1 recipients under 65
vears of age, because society does not expect refirement age per-
sons to seek work. Reflecting this, section 1615{a} of the Social Se-
curity Act provides for referral to State rehabilitation agencies of
551 recipients who have not attained age 65,

In addition to documenting patierns of health service utilization,
the NMCES data alse portray the demography of the 85I caseload.
Table 2 presenis the differences between S5l and non-SSI recipi-
ents under 85 years of age along a variety of dimensions. The more
saiient differences and their significance are discussed below.

TARLE 2. —NATIONAL MEDICAL CARE EXPENDITURES SURVEY (NMCES) JANUARY 1977 to JUNE

1978
o Fon-851 reciple
Variable sﬁhgﬁ“g’?%‘afs less yﬁg %Sm'
Sex {percent):
[ OO N 266 4838
Female cooeneeens . . 734 51.2
Rage (percent):
L 796 740
Honwhite e s e 2L 6.0
Age (percent): .
16 1o 26 et s SRR 4R AR BB Rk 0.85 233
21 to 25 533 15.36
265 1030 45 14.91
310 30 rrsnres 59 1275




TABLE 2.—NATIONAL MEDICAL CARE EXPENDITURES SURVEY (NMCES}) JANUARY 1977 to JUNE

1978-—Continued

Kon-531 recipient,

. S5 reciient, les
Varlabte i ée{;earihs yéig's' €5
Number of plasses/lens prrchase 20t 1EDAIS .o evvoommeniommicc e ssssssansaes 0.17 0.17
Fean per capita health care expenditures, 1977 (dollars):

{1) Total expendifures, 3l types excluding health insurance Dremisms .o $1,336.50 $496.13

(2) Total family SHAIE ..ot nere $162.05 $164.90

(3) Total private health insurance share $181.50 $225.66

(4) Total MEdCare SNATE .. o.ooovvvecei s cmrmamsiessnssniosss senessres s ssesssssesssssssssssssessas §1ig.42 §12.43

(5) Total medicaid ShAr2...o.vounivsosrimcomsminnis s aceesons s 362141 3202

(6) Total share of SHHEY DAVEIS .comumrecommmmmsimmscsecscemmermmmrcormmssesmaesss $216.73 $50.97

(7} Tolal share paid by tnknown PaYErS..... oo $44.47 $10.17

Amount Prreent Afapint Perent
Mean per capita expenditure for health care by type:

(1} Medical equipment an¢ supplies, fotal (doliars) .o $15.29 100 3375 il
Family share ...... 118 56.6 2.66 76.2
Medicare share ... 0.53 35 0.15 31]
Wedicald SHat8 v 2.87 191 0.66 15
Private insurer share... 0.79 1.8 0.44 118
Other paver shate.. 138 9.0 0.24 6.3
Unknown payer share.. i i 0.602 0.04

(2 All physician cuipatient contacts, fotal (00HAIS} .vcrconconccrinis $172.96 1660 310638 1660
Family share. 3639 205 45.88 431
Medicare Share ......ooerroerrcereeesceerssiee 15.40 8.9 1.43 13
Medicaid share e sssr st §7.63 i) 6.3% i3]
Private insurer shate [P, £9.83 11.5 38.83 36.5
Other payer share. 12.50 1.2 11.32 0.5
UNKHOWR PAYEE SHATE ooovsevvecereccesssaressssrscir s sessssse s 7.21 L3 2.55 24

{3} Dental visits, fota (BOUAIS) vrrcummimcncmeomicmcssmesnnn 2173 1009 §61.81 1600
FAMIY SHETE ...corceeeoesesceeessssesacsnssns v 16.68 60.2 42.6% 648
L L G 1 ] i} 6:03 0.05
Medicaid SHAr8 ... evcerrecrrscoseresscenesssonscerasns 8.04 294 114 19
Private insurer share.. et s s 148 5.3 1243 20.5
OHBY PAVET SIBIE .ocreeres e v v e et esses 141 51 2.98 49
(UG 1 012 i 173 28

(4) Hospital admissions, total {QOlars) ........oo.voveeeeevvceeeeeeeeeceecessee i $83879 1600 518584 1060
FRIIY SN2 v s 45.20 49 2146 110
Medicare share 16.22 9.0 8.38 43
Nediceid share 394 89 471 16.87 g7
Private insurer share 147737 4o 1288 62.8
OHher PAYET SHAIR ... o 17027 203 2118 114
UrKROWN PBYEr SHATE ..c.oovevrerverurmesssrmcnsssssrencsssssismrasnes 3543 47 4.08 21

(5) Physician phone contacts, otal (doltars) .. $0.31 1000 $0.70 100.6
FAMIY SHATE oovcessrvvsrscorsiormismrsssssmssrsnsmsssssssmsrssnracsmsssns 402 7.8 .32 458
fedicare share il [ G.004 0.6
Medicaid share........ . 020 63.5 G.03 48
Private INSUMEY ShEM... .ot e 0.06 19.7 0.24 345
Other DAYEr SRAMB ccoonrerrcomrrermrscssssasnnee 0.003 1.0 0.08 28
Unknows payer SHAE o.oo.vvvvvvessuueessmscereeeseemssesssessene 0.03 8.0 (.04 85

{6) Nonphysician outpatient visits, fotal (dolfars) ..o $36.42 IRV V) 100.0
Family share 842 50.4

231 8.60



S8I recipients appear both physicelly end mentally more disabled
than the rest of the population.

The NMCES measured employvment status in twe ways, one ap-
proximating the Department of Labor (DOL) measure and the
other based on a series of guestions about employment in two dif-
ferent rounds of the survey. Not unexpectedly, very few S8BI recipi-
ents are working (9.6 percent), or unemployed looking for work (2.8
percent), compared 0 nonrecipients under 65 years of age. By DOL
definition, more than 87 percent of the 831 recipients are “not in
the labor force.” By the other definition, 7.6 percent of the SSI re-
cipients were employed throughout 1977, 5.7 percent part time, 84.5
percent not working, and 2.2 percent unknown as to employment
status.

According to the NMCES data, SSI recipients obtain an average
per capita annual SSI income of $1,058. In addition, they receive
somewhat less income than the rest of the population from such
welfare sources as AFDC, other State or local public assistance, or
their combination. Although 3851 recipients are more than three
times as likely to receive food stamps, the average monthly value
(3110} of the stamps is Jess than the value ($126) of the food stamps
received by the rest of the population under 63 years of age. In this
regard, it is important to remember that SSI recipients who receive
welfare payments from more than one source or who have earnings
are subject to SSI rules which reduce the monthly SSI payment
commensurate with these other sources of income.

When a1l sources of income are combined, it is clear that the ma-
jority of 551 recipients do not enjoy a high standard of living. Com-
pared to nonrecipients under 65 yvears of age, total annual family
income for 881 recipients iz decidedly skewed toward the lowest
end of the Income continuum—3l percent receiving less than
$5,000 per year and 20.1 percent receiving less than $3,600 annual
yield of the SGA wage. The comparable figures for nonrecipients
are 10.1 percent receiving less than 35,600 per year and 7.3 percent
receiving less than $3,600. Relative to the poverty line, 25.7 percent
of SSI reciplents versus 9.9 percent of the nonrecipients have
household incomes below it, and 13.9 percent of 58] recipients
versug 3.3 percent of nonreciptents live on incomes in the “near
poor” range. On the other hand, a number of S8 recipients do live
in households with {otal incomes in the middle (26.9 percent}) and
high (15.2 percent) income range. This happens when an 85I recipi-
ent lives in a household where the income and resources of other
members cannot be deemed as available in defermining the
amount of the S51 payment; e.g., children 18 years and clder are
not subject to parental deeming.

The NMCES data were collected 5 yvears ago. Wages, prices, un-
employment, and indexed SSI benefits have all increased at differ-
ing rates since that time. Thus, it is not immediately apparent
what the current distribution of income is among SSI recipients
compared to the rest of the population. Gn the one hand, rising unp-
employment may have increased the percentage of the total work-
age population in the lower income range; on the other bhand, in-
dexing should have maintained the value of 85I benefits relative to
price and wage increases. I this indeed happened, then the per.
centage of BSI recipients now in the lower income brackets may
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overhead costs, including the passthrough of bad debt to customers
with insurance coverage. The main point to remember is that,
whatever the causes, SS8] recipients do face higher health care costs
than nonrecipients and thus have a legitimate concern about the
consequences of losing medicaid coverage when they take a job
payving SGA wages without equal health insurance benefits.

SOCIAL SECURITY DISABILITY AMENDMENTS OF 1980

On June 9, 1980, the Social Security Disability Amendments of
1980 (Public Law 96-265) were signed into law. These amendments
attempted to deal with some longstanding issues of equity and effi-
ciency in the SSDI and S81 programs. Here we shall confine our-
gelves to: (1) Several general provisons which sought to strengthen
work incentives in the 58I program; (2) the 3-vear demenstration
program to pay special cash benefits and provide extended medic-
aid coverage to persons who complete the S9-month frial work
period and continue to earn more than the SGA wage ($300 per
meonth); (87 the 3-year pilot program to help States pay for medical
asgistance and social services to persons not receiving S8I, special
benefits, State supplementary payments, or medicaid but whose
ability to continue work is jeopardized by insufficient earnings to
pay for needed medical or social services; (4) continuing benefits for
persons in vocational rehabilitation plans who unexpectedly recov-
er medically; and (5) the continuing disability investigations, as im-
plemented by the Social Security Administration.

ExcLusioN OF ExTrAORDINARY WoRrRK EXPENSES

Section 1612(bX4XB) permits the cost of extraordinary work ex-
penses (e.g., attendant care services, medical devices, equipment,
prostheses, efc.) to be excluded from income for purposes of deter-
mining ability to engage in SGA. For 8SI recipients, this deduction
may be used to compute the monthly benefit amount; however, ini-
tial 88Y eligibility must be established without a}?plication of the
deduction. This provision recognizes that a worker’s gross earnings
in the face of extraordinary disability-related expenses iz an inad-
equafe measure of ability to engage in SGA work, When earinings
minus the deduction reach SCGA after a S-month trial work period,
which may occur consecutively or nonconsecutively, benefits
cease—unless subject to the special cash benefit payments allowed
under the 3-year demonstration program authorized by section
1619a) of the 1980 amendments, which will be discussed below.

The limitations of the exclusion for extraordinary work expenses
are apparent. The worker whose extraordinary work expenses
exceed the amount of his or her earnings plus the allowable SSI
payment cannot take advantage of it. Effective January 1, 1984,
monthly 881 payments may not exceed $314 for an individual and
$472 for a couple. Even though Wendy P. did not know of the pro-
vigion, she feared that the $25000 earnings from the job she was
offered would not cover the total cost of living in an medicaid ICF-
certified nursing home, an attendant to help her prepare for and
get to work and return each day, transportation, repairs to her mo-
torized wheelchair, etc, It is not inconceivable that Wendy Ps care
in the pursing home by iteelf amounts to $25,000, leaving nothing



visions of sections 161%a) and (b), which wiil be more amply de-
seribed below. However, one must ask how effective this provision
could hope to be in face of the tightening of SSA initial disability
determinations through its increased sampling and review of State
agency decisions and the continuing disability investigations, im-
plemented under sections 221eX3) and 2214), which have, respec-
tively, prevented so many persons from qualifving or caused them
to be removed from the rolls? In fact, Wendy P. would almost cer-
tainly be terminated if she tock the $25,000 job.

People these days worry about gualifying for or maintaining
their disability status, not about the number of months for which
they remain eligible for automatic reentitlement o benefils if they
cease work activity because of a flareup of their disabling condi-
fion. On the other hand, those who provide rehabilitation counsel-
ing, training, or sheltered work for handicapped persons do worry
about the tolling of the 9-month trial work period and counsel stay-
ing below $300 monthly wages whenever they doubt the rehabili-
tant’s ability to eventually achieve and sustain a job paying a
living wage. In our opinion, the good intentions of the Senate Fi-
nance Committee hehind section 1614{a}3XF) have been largely
offset by the Social Security Administration’s implementation of
sections 221(cX3) and 22106,

THREE-YEAR EXTENDED BENEFITS DEMONSTRATION PrROGHRAM

The Socizl Security Disability Amendments of 1980 created a
two-part demonstration program-—one part (section 161%a)) author-
izing special cash benefits after an 581 recipient achieves S5GA
earnings and the other part {section 1619(h) extending medicaid
coverage under certain conditions.

Prior to 1981, a SSI recipient who engaged in BGA (e, who
earned more than $300 per month) would have had his or her bene-
fits terminated after completing a frial work pericd of 9 months,
Ther and now, any month in which a person earns more than §75
counts as pari of the trial work pericd. Thus, a recipient who ac-
cepted employment paying $400 per month would have received
(hased on the SSI payment of §314 effective on January 1, 18584 for
a single individual living in his or her own home) only $86 per
month more than the 351 payment at the end of the trial work
period. It should alse be cobserved that the former S8] recipient
would also have had to pay social security and other tax liabilities
as well as normal work-related expenses, all of which further
reduce his or her net gain from taking a job.

After 1981, section 161%a) of the demonstration authority per-
mits 881 recipients to continue to be pald as long as their gross
earnings remain less than the Federal monthly break-even
amount. The Federal monthly break-even amount, effective on Jan-
wary 1, 1984, is about §713 (385, consisting of an income disregard
of $20 from any source and the next 365 of earnings, plus twice the
allowable monthly 851 payment) for 2 single individual, at which
point the §$1-for-$2 reduction in payvments wipes out the S51 benefit.
In some States which supplement the 551 payment, the combined
Federal-State break-even amount may even exceed the §713,



Section 201(e) of Public Law 95-265, effective January 1, 1981 to
December 31, 1983, required the Secretary of HHB to keep separate
acounts of the benefits paid under section 161%(a) and &) in order
10 evaluate the impact on titles I, XV, XIX, and XX of the Social
Security Act. As yet, the resulis of the mandated svaluation are
not available. However, an informal survey of the States to learn
how they are implementing sections 181%a) and (b} has indicated
that few even know of their existence, according to Allen Jensen,
staff meraber of the 1.8, House of Representatives, Commiitee on
Ways and Means.

It is useful af this point to review how public programs create
work disincentives for eligible disabled persens.

First, the cumulative effect of all potential Josses of public bene-
fits must be considered in assessing the extent of incentives and
disincentives to accepting work. The combined monetary value of
these losses can be gquite large, not to mention the psychologieal
threat to reciplents even as intelligent as Wendy P. who do not un-
derstand the complicated rules which determine continuing eligibil-
ity for benefits. If the reader has found it difficult to follow the
foregoing analysis of how the rules work, then consider the plight
of the handicapped layperson trying to figure out the risks and
benefits of accepting a job paying “n” amount of dollars.

Second, the tenuousness of the employment offered to many
physically and mentally disabled persons, when measured against
the greater security of the corresponding package of income sup-
port and health benefits available from Federal and State pro-
grams, is another very powerful disincentive to accepting work.
Most persons, whether handicapped or not, are highly concerned
about income security, as evidenced by our soclety’s precccupatisn
with job protection through seniority, tenure, and other provigions
of employment contracts.

Third, we should not forget the disincentive effect of the very eli-
gibility determination process of Federal, State, and private disabil-
Wy programs such as SSI, SSDI, workers’ compensation, and pri-
vate insurance plans. The rules foster a sense of dependency and
the belief by applicants that they cannot and must not work if they
are to establish ehigibility. The eligibility determination process is
freguently lengthy, and from the moment of application the ener-
gies of the applicant, family, lawyer, and others whe may become
involved are deveted to proving that the applicant cannot work. Is
it any wonder that once the desired beneafits are achieved, the bene-
ficiary is either convinced of the futility of efforts to return to
work, or is frightened to death at the prospect of doing sa?

Logical arguments pointing to the existence of work incentives
and disincentives notwithstanding, do the cornplicated regulations
of public benefit programs significantly impact on the employment
decisions made by physically and mentally disabled persons, few of
whom: even understand them? Although systermatic empirical evi-
dence is hard to find, there is ample anecdotal substantiation of
the fact from many cases like that of Wendy P. But also ask this
question, “Will social workers, board and care home operators, law-
yers, and relatives always be anzious fo encourage handicapped
persens to sacrifice secure benefits for an uncertain and marginally
higher income?”’



CoNTINUING DISABILITY INVESTIGATIONS

Section 221(1) regquires a periodic review at least once every 3
years for determining the continuing eligibility of persons who
have qualified for 35D or 58I benefits, except where a finding has
been made that such disability is permanent. The manner in which
this provision of the Social Security Amendments of 1980 has been
implemented is a matter of record. The US. Senate Special Com-
mittee on Aging conducted hearings on April 7 and § 1988, con-
cerning the impact of these reviews on mentally disabled persons
{(1J.S. Senate, 1983} The case of Gordon D, of BEugene, Oreg., a child-
hood polio victim diagnosed as paranoid schizophrenic, while ex-
treme in consequences, epitomizes the impact of these reviews.
After the Social Security Administration dropped him from the dis-
ability rolls and denied his appeal, he wrote to his family:

I no longer have any income whatscever and there is no
way I can work * * * | have no life any more * * * [ can’t
afford to eat * * * I don’t even feel like a man any more.

In August 1983, he committed suicide (Mental Health Law
Project, November 1983).

Unti}l the U.8. Congress passes legislation such as FLR. 3755, re-
ported out of the U.S House of Representatives Committes on
Ways and Means, there is no ivcentive for the social service com-
munity to counsel handicapped people to accept rehabilitation as a
means of achieving gainful employment. As stated at the outset, it
will take strong measures to win back a generation of severely dis-
abled people and the social service community which serves them
to the cause of total or even partial self-support through gainful
employment. Increasing amounts of public and private funds will
go into legal fees and successful documentation of 58I and 88D1 eli-
gibility. There is widespread knowledge that appeals to the level of
the administrative law judge (Al.}) leads to a 91-percent rate of re-
versal and reingstatement of benefits for mentally impaired benefi-
ciaries (1.5, Senate, 1983},

Lest the 58] and 38D1 programs become as litigicus and costly fo
administer as the State workers' compensation programs (Conley &
Nohie, 1980), it is essential that the U.S. Congress fashion and over-
see implementation of the remedies such ss those contained in
H.R. 37585, In view of the heavy impact of the continuing disability
investigations on particularly vulnerable mentally ill persons, it is
necegsary to:

—Place & moratorium on further reviews of mentally ill persons
and require the Social Security Administration (SSA) to
change its criteria for assessing the mentally ill, and to use

. putside medical and vocational experts.

—Make permanent the provisions of Public Law 97-455, sched-
uled to expire in October 1983, authorizing payments to benefi-
ciaries through their appeal to the level of the administrative
law judge.

—Require SSA to show good cause for terminating the benefits of
anyone on the rolls, with a burden of proof for showing that
the patient’s condition had improved, that there was frand in-
volved, that the original decision was clearly wrong, or that ad-



the country, ranging from $86,000 to less than $2 (884, 1984). How-
ever, there may be some increase in the offing, since about 100
more claims were approved for payment in January 1984, The total
dollar amount of reimbursements claimed is miniscule compared to
available funding—nearly $2 million in fiscal year 1982 and $2.2
million in fiscal year 1983, Prior to 1981, State rehabilitation agen-
cies had been receiving from the Social Security Trust Fund and
Titie XVI appropriations an average of $150 million annually to
Fieglé‘is SSDI and SSI beneficiaries (11.5. Department of Education,

Since the Omnibus Budget Reconciliation Act of 1981 was en-
acted, there has been a substantial drop in the investment by State
rehabilitation agencies in S8I recipients, partly because of the
change to a gystein of performance reimbursement and partly be-
cause of the general erosion since the mid-19T0’s of the purchasing
power of State and Federal funding of vocational rehabilitation in
the United States. Increases in the Federal-State vocational reha-
bilitation program budget have not been keeping pace with infla-
tion for some time now, and has caused decline in the total number
of cases served by State rehabilitation agencies. During the 5-year
period from fiscal year 1975 to fiscal year 1979, for example, the
number of cases served by State rehabilitation agencies declined by
(.71 percent for each percentage point reduction in 1975 constant
dollar purchasing power (Noble, 1981). Erosion of the purchasing
power of the vocational rehabilitation dollar continues. More re-
cently, the fiscal year 1983 Federal appropriations of $345.900 mil-
lion for the Federal-State vocational rehabilitation program had a
value of $715.268 million in 1979 constant dollars.

In order to assess the possible impact of the Omnibus Budget
Reconciliation Act of 1981, four States were surveyed—California,
Oklahoma, West Virginia, and Michigan. The findings are summa-
rized in tables 8 through 6.

FABLE 3.—SELECTED SSI REHABILITATION STATISTICS—CALIFORNIA STATE DEPARTMENT OF

REHABILITATION
Federat fiscal years—
Varlable —
1979 1980 1481 1982 1983

Total clients served 116,430 119382 102,568 90462 94,768
PRITERE S csmmsee s s s ssens s s sssasesnne e 128 131 134 166 156
Tota cliends rehaddfitated ... 14903 15124 12,866 11064 12712
VTR IS 138 12.8 11.2 123 ikl
Rverage number of case services TeCeivet, SSi ... evsreeensrren 4.2 3.65 37 282 27
Average amourd spent for:

Case Services, 831 ....... $1,673  §1088 2428 3053 §2517

“1579 COASTANE HOBIS.errervveseeseceeeeesesemssressecmensssssrssssoresomssmssssessesarsessssssoes §1.821 $2,333  §2412 81008
Percent of SBA achisved, 85 (percent):

| 158 15.3 19.3 19.2 27.0

1074 . 58 5.5 11 1.1 2.9

25 t0 49 5.7 79 24 21 30

5010 Tt 5.6 43 36 34 40

el 49 t4 44 28 3.0

100 10 124 oo ssemsseanaes 42 3.7 31 43 31

12510 189 oo emsssmninressnne 33 4.1 39 38 5.4

150 or more........ , 55.6 55.06 614 632 530 .

353-416 O—-Bdw—§



TABLE 5.~—SELECTED SS! REHABILITATION STATISTICS—WEST VIRGINIA DIVISION OF VOCATIONAL

REHABILITATION
Federat fiscal years—
Varizhie — e
1979 1980 1981 1682 1053
Total CHENIS SEIVRL ettt rasssss e ssis snes 24,998 25,184 24,178 23,943 17,875
Parcent 551 8.44 8.34 827 10 48
Total clients refianilitated 4,725 4,566 4.070 3638 3,263
Percent S3I......... G4 8.1 17 1.8 11.7
Average number of case services received, 551 232 21 2.83 35 218
Average amaunt spent for:
[ T $2087 52043 32556 §2.407  $L5YS
1979 constant doflars st aes e s e er s sttt $L&71  §2,141  §l90F  §1156
Percent of SGA ackieved, S5 (percent);
L " . 50.2 52.1 50.8 58.8 58.3
1io 24 6.0 25 26 2y 26.8
Mg 48, 34 58 48 &4 89
0t 74 ‘ R 21 28 47 80 40
it 99 Cesrrisr s B 14 19 29 13
. 1.2 28 38 14 7
. " 3.2 36 45 A
TB0 BE TOIE oo oo eeesseeeeee s esssesseneessssmsnasrsssessesseee 335 360 75 14 T
WMajer disabififies, S5 (pescent):
2311 OO 3.5 99 &0 86 6.3
VASION IBIBAITEL .ovvo rvveuseresresseesecsveremsseesessss s s sesessseens 4.5 43 41 54 136
L1 SO N 22 5.4 17 30 Lo
HEAr g IMPAITBE.....ooososvvemsuseescesremsemrsssmrsosssassssssssessssssisens 24 k8 pa 47 47
Dribopedic....... 334 8 284 a3 4
FEPULEION. .o e sssreesees st s ssse s sene 4.3 £.5 37 21 31
Cardiac and circolatory 2.0 59 &5 140 145
Respiratory system.... 6 18 5 182 213
Mental ilness........... - 126 138 6.5 3] 13
Meral TREAITAtoN. . .oooovcee e et conrenee e 10.1 115 137 14 8

BT oot s nne st bt sens s e 141 11.0 9.8 114 183

TABLE 6.-—SELECTED S8t REHABILITATION STATISTICS-—NMICHIGAN DIVISICH OF REHABILITATION

SERVICES
Fed&-ﬁscai YEEFS— -
Variable e —
) 1879 1590 1983 1982 ]
Total clients served........... 25,530 24143 24738 22,250 15,347
Percent $SI R b mena e AR AR R e b 4.6 14 6.5 6.0 49
Total clients rehabilitated ..o . 8,781 8,057 7,768 6,256 6,063
PRCRNE S8E.oresoorrcerenmesenescopainees e ! 4.7 53 39 37 3.2

In all four States, theve has been a substantial drop in the total
number of clients served after 1981, when the total Federal-State
vocational rehabilitation program in the United States lost an aw
erage of $150 million per vear in earmarked Federal funds for serv-
ices to SSDI and 851 beneficiaries. This cutback and the erosion of
purchasing power due to inflation have reduced the availability of
rehabilitative services for all handicapped people, not just those re-
ceitving S8DE and 851 payments. The statistics begin to show the
extent of impact in 1983 because the reduced intake of new clients
in 1981 and 1982 is masked by the number of persons who were in
the active caseload and continued to receive services. In other
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no apparent impact on California SSI rehabilitants until 1983, at
which time there was a 10-percent drop in the percentage of SSI
recipients rehabilitated into jobs paying at least 150 percent of the
SGA wage, and a sharp increase in the percentage closed out in
unpaid work. In West Virginia, on the other hand, the impact was
immediate and dramatic. The percentage of SSI recipients rehabili-
tated into jobs paying at least 156 percent of the SBGA wage plum-
meted from 27.5 percent in 1981 to 1.4 percent in 1982 and 0.7 per-
cent in 1983, with offsetting increases in the percentages ending up
in unpaid work and jobs paying less than 25 percent of the gGA
wage. But, unaccountably, the Impact in Oklahoms was precisely
opposite to the California and West Virgina experience: Closures
into jobs paying at least 150 percent of the BGA wage rose from 15
percent in 1981 to 30.8 percent in 1982 and then dropped back to
24.9 percent in 1983

While the available statistics by themselves do not fully explain
these very different job placement and wage cutcomes, State reha-
bilitation agency oificials were able to provide at least partial an-

—swers. The very high and persistent unemployment (18 percent) in
West Virginia has forced the State rehabilitation agency and ite
581 clients te lower their job and wage expectations. A female 551
recipient in West Virginia has little choice but to return te house-
work after receiving rehabilitative services. Further, the loss of un-
conditional Federal reimbursement for services to SSI recipients
has taken away the little incentive that existed to serve this very
difficulf pepulation. The Republican administration in California,
on the other hand, has placed high prierity on reducing dependen-
¢y through provision of rehabilitative services to SS! recipients. In

-Oklzhoma, the apparent increase in the average case service ex-
penditure among 851 reciplents in 1983, despite the annual loss of
about $1 million in earmarked Federal funds, was the result of clo-
sure in that yvear of two cases on each of which %#50,000 had been
spent in prior vears, There was no known reason for the sudden
rise in job placements paying at least 150 percent of the SGA wage.

The distribution of major disabling conditions in the State reha-
bilitation agency caseloads varies among States, and shows relative
consistency from 1979 to 193). Orthopedic handicaps and other
physical conditiens tend to dominate. After 1981, some shifting is
evident in the relative percentages of the major disabling condi-
tions found among SBI recipients receiving services from the State
rehabilitation agencies. However, no common pattern emerges
across the States for which we have data.

In Oklahoma, for example, after 1981, the percentage of mentaliy
retarded persons slightly increased, while the percentage of men-
tally il persons (primariy character/pergonality disorders) sharply
declined. There were also a drop in the percentage of persons with
cardio-pulmonary conditions, and an increase in the percentage of
orthopedic conditions, In West Virginia, on the other hand, after
1881, there was a drop in the percentages of persons with mental
illness, mental retardations, and orthopedic conditions, and an in-
crease in the percentages of cardiac and circulatory, vision im-
paired, hearing impaired, and respiratory system conditions. In
California, after 1981, the percentages of persons with deafness and
physical conditions increased substantially, while the percentages



tation techniques and strategies to enable such persons to achieve
total or partial self-support through gainful employment. Finding
and investing in cost-effective methods of preparing and placing se-
verely disabled persons in nonsubsidized jobs paying a living wage
deserves high priority in the national agenda. According to a
recent report of the U.5. Commission on Civil Rights (1983), unem-
pleyment among severely disabled people has increased from a pre-
recesgion rate of about 45 percent to an estimated 50 to 75 percent.
What is more, inability to perform regular, full-time work because
of disability may be a minor part of the problem:

Often the employer makes erroneous assumptions re-
garding the effect of a person’s disability on his or her
ability te perform on the job. In most cases the disabled
person is never given the opportunity to disprove those as-
sumptions; in some cases, the disabled person never knows
why he or she didn't get the job (Kaplan, 1981),

This section describes some of the more promising developments
and assesses their possible utility in rehabilitating SSI recipients
with various types of disability. We shall consciously look for inter-
ventions that go bevond the traditional rehabilitation model of pro-
viding vocational training and other services with referral to per-
gpective employers after the client is considered ready. We also be-
lieve that nonsubsidized work outside of the traditional sheltered
workshop is the goal to shoot for, since sheltered workshops seldom
prepare the disabled person for work in the real world, offer mini-
mal wages and benefits, foster the community perception that dis-
abled people are minimally productive, and themselves depend on
heavy subsidies to survive. In our view, there is need to aggressive-
ly seek cut employers who can offer suitable nonsubsidized work
and to do whatever is necessary at the job site to assure sustained
employment of the disabled worker.

Mentan Iopness

We start with the 581 recipient suffering a psychiatric impair-
ment. As previously reported, 17.6 percent of the entire 351 case-
load in 1975 had a diagnosis of mental illness, In 1880, 13.9 percent
of a1l S5 recipients reported a mental health condition for which
they received services (NCHS, 1984). The continuing disability in-
vestigations of the Social SBecurity Administration (S5A) have heav-
ily impacted this population with tragic resuits. But in fairness, we
should note that the 58A’s reaction to persons suffering psychiatric
disorders is not unigque. A considerable part of the problem is iatro-
genic, i.e., caused by the practitioners who serve the mentally ill.
Anthony, Howell & Danley (1983), for example, point out that the
menta! health system “has been something short of enthusiastic
about the psychiatrically disabled persen’s work behavior.” Instead
of teaching clients the skills which will help them to be workers,
too often clients are taught how to be clients. On the other hand,
the vocational rehabilitation system very offen expects psychiatri-
cally disabled persons to be entirely “well” and free of symptoms
before offering services.



ronmental supports rather than focusing on client patholo-
gy.

Certainn psychosocial rehabilitation techniques, incorporating res-
idential, social, and vocational programing as well ag community
outreach, may be costeffective in restoring persons with histories
of severe mental illness to work. But the evidence is scanty. Two
programs— T hresholds in Chicago and Fountain House in New
York——provide the best available information on what can be ac-
compiished by committed and skillful mental health practitioners.

An economic analysis of the Thresholds program in Chicago
showed that, 6 months after treatment ended, competitive employ-
ment was positively related to the length of program participation
(Bond, 1982). Ninety-five percent of the sample of 101 chronically
mentally i1l persons was unemployed at intake. While 6 months
may bhe too short a period from which to infer lasting employment
results, the evidence suggests that the program participants had in-
creased their employment potential, and did not suffer a signifi-
cantly higher rehospitalization rate as a consequence of the in-
creased stress associated with employment. The annual benefits
from employment (34,083 per client) outweighed the costs of reho-
spitalization (§962 per client) by $3,121 per client. The author con-
ciudes that more attention should be given to isolating client char-
acteristics which predict vecational success in order to select good
candidates and provide them with intensive vocational preparation,
while shunting poor candidates into alternative programs aimed at
przenting rehospitalization, education, and other therapeutic
goals.

Since 1958, Fountain House in New York and an expanding
number of rehabilitation programs throughout the United States
have been demonstrating the utility of transitional employment for
mentally ill persons. The Fountain House approach to transitional
employment has the following features:

-—Ajl jobs are located in normal places of business, and pay at

least the minimum wage.

—All job placements are in entry-level employment, reguiring
minimal training or job skills.

-—No subsidy is provided to the employer for the wages paid to
the transitional employee.

~—The collaboration between the employer and the rehabilitation
program is not a charifable act, but an arrangement of mutual
benefit to hoth the employer and the employee.

—Job placements are maintained only if the individual meets
the work requirements of the employer, and no lowering of
work standards is permitted.

—Almost all jobs are shared on a half-time basis by two transi-
tional emplovees.

—Some placements involve work by groups of twe or more indi-
viduals.

—~All placements, both individual and group, are designed as
transitional, and last from 3 to & months.

~All jobs are alloccated by the emplover to the rehabilitation
program, and the responsibility to select candidates to fill the
jobs rests with the rehabilitation program.
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ees after they have satisfied the demands of the job and have
reached the required level of productivity. While phase 2 jobs may
be partially subsidized by the STETS program, the local employer
is expected fo pay a substantial part, sometimes the entire wage.
Puring phase 2, the 8TETS program continues to provide counsel-
ing and support services to the participants, and assists line super-
visors in establishing good working relationships between the par-
ticipants and their coworkers,

Phage 3 participants become regular, unsubsidized emplovees of
the local emplover. Phase 3 beging when the employer is receiving
no financial subsidy from STETS; counseling and other direct serv-
ices can be curtailed; and the emplover, the participant, and
STETS agree that the training period has been satisfactorily com-
pleted, and the participant can become 2 permanent member of the
employer's work force. STETS provides up to 6 months of post-
placement support services, including tracking the progress of the
participant and developing any needed linkages with local service
agencies in anticipation of complete withdrawal.

The following information was obtained by telephone form Mi-
chael Bangser, the Manpower Demonstration Research Corp.
(MDRC) project director of the STETS program.

The STETS program was to be a 3-year demonstration, involving
a total of 1,000 mentally retarded persons in an experimental study
design-one-hall randemly allocated ic the program treatment and
the other hall fto a control group. As the result of budget con-
straints, the program and study design were limited to a total
sample of 470—one-half program participants and the other half
coritrols.

The STETS program began in the fall of 1981 and operated
during the worst of the recent economic recession. It reached g
maximum of 40 to 50 program slots in each of the five sites. The
program participants were mildly retarded (average I of 64); aver-
aged 20 vears of age; 44 percent were nonwhite; 42 percent had
multiple handicaps; about 75 percent were lving with thelr par
ents or relatives at the time of enrollment; very few had “main-
stream’ schooling experience; and 33 percent were receiving 881 or
S8DI because of their handicapping conditions,

Although the structured training component ran sinocthly, job
development was a problem in terms of ohiaining appropriate and
timely job opportunities for program participants because of the re-
cession. Nevertheless, 40 percent of the participants were placed in
competitive jobs paying an average hourly wage of 33.68—33 cents
higher than the $3.35 minimum wage. Some of the unsuccessful
cases were placed in less than minimum wage and sheliered work-
shop jobs. At 6 months followup, only 13 percent of the control
group was in regular employment. The total program cost, includ-
ing the extra costs at each site of implementing the research proto-
col, was about $5,800 per perticipant for 7 to € months of services.
While not cheap, this cost must be compared with the $6,000
annual subsidy cost of & sheltered workshop slot in New York
during the time of the demonstration.

A full cost-benefit analysis is underway, and is scheduled for
compietion by April 30, 1985, The implementation report describing
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Table 7

Eumilative Data
Disability, Rehabilitation Status, and

. Present Work Status:
Inte Competitive Jobs May '78 through Dec '83

145 {1ients Placed

Reptriad tmber Rehabiiitation
Dissbility Placed : tepartment - Present
at Placement Into Competiiive Status at York
Pate Jobs Placement Statust
PE 2 ] 7]
Kildly ¢ Severe -~ 10
Mentally 1 g 2 4
Retarded Non-severez~ 1
Nong™~ &
Hedevately g &5
Mentally evere -
Re tarded i3] None - 24 34 g 9 i6
Severaly
Hentally 4 Severe -~ 2 3 0 o 3
Retarded Kone - "2
Hultiple R
Disabilities 54 Severe - &2 4,0 fs 5 110
Hona ~ 12
Gther:
Behavior 2 Savere - 2 1 0 10 0
Disorders
Severe - 101 - :
TOTALS 145 71 26 16 31
Non-severe - 1
Nore -~ 43
Lo . Presently Employed

R - Resigned
L0 - Layed OFf

T = Yerminated

LA - Leave of Absence
2 - Rejected as unfeasible for State agency services.
Year 2 contingation proposal

Source:

YIRGINIA COMMONWEALTH UNIVERSITY.
for research and training center to NIMR. Richmond: Author, January 1984,
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Considering the stereotypical thinking about the emplovability of
the moderately and severely mentally retarded, “project employ-
ability” is a remarkable achievement. But it need not remain an
isolated one. The technigues of supported work are replicable any-
where. Revell, Wehman & Arnold (1983) report the existence of
other sites in Vermont, Washington, Chio, Hlinois, and Massachu-
setts where the supported work model is being successfuily em-
ployed, and argue that “State vocational rehabilitalion agencies
must now take the lead in integrating the supported work model
into community services if the Federal-Btate VR program is to ful-
fiil its responsibility as the public program responsible for the em-
ployment of persons with severe handicaps.”

GENPRALIZABILITY OF THE SUrporTED Worx MobeL

Showld the availability of the supported work model of rehabili-
tation be expanded throughout the country? Will it work as well
with severly disabled people with conditions other than mental re-
tardation? Where can the neaded funds be found for program ex-
pansion and controlled studies of ite cost effectiveness across the
digability spectrum?

Although the 85A is just now launching a major controlled study
of the benefite and costs of the supporied work model in relation to
mentally retarded people, it will be several years before the results
bhecome available, In the meantime, no such studies are being
planned to test the supported work model’s cost affectiveness in re
lation to other handicapping conditions. In our opinion. the sheer
togic and pragmatism of the supported work model argues for pilo.
ing i across the spectrum of majer handicepping conditions with
encouragement of adaptations to satisfy any idicsyncratic features
of thess conditions,

With respect to the mentally retarded population, there ig little
to iose by encoursging State rehabilitiation agencies to purchase
from providers services which are organized zlong the lines of the
supporied work meodel. Bimilarly, there may be advantage fo
having vocationally oriented special education programs test the
model a8 an alternative to current practice, shout which very little
is known as te productivity, ln achool year 19H0-81, only 548,213
(.3 percent) of 16.3 million handicapped children in the MNation's
schools received vocationsl education (0.5 Department of Educa-
tion, 1984) The intensily and durstion of the exposure are un-
known—possibly varyving frorn a few weeks to 2 or more years. One
is struck by the opportunities for vocational training that are being
tost by this apparently tiny school Investment. In Yugoslavia, voca-
tional training and surnmer apprenticeships begin for mentally re-
tarded youth as early as 14 vesrs of age, and make possible a
srnooth transition into the real world of work,

There are several ways to go in securing funding. Eevell,
Wehman & Arnold (1983) identily five options:

—Redirection of funds now spent by State rehsbilitation agencies
in purchase-of-service arrangements that lead to noncompeti-
tive employment.

~~Reorienting sheltered workshops to provide supported work job
placement and followup services,

22.AI8 S pa bl
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TFIC program. Favorable action by the Congress is essential to the
job finding and placement efforts of all rehabilitation agencies, in-
ciuding those which apply the supported work model.

SUGGESTED CHANGES IN FEDERAL PROGRAMS

The US. Congress over the years has sought ways to encourage
persong who receive benefits under the 881, 8SDIL medicaid, and
medicare programs to return to work. As a result, although these
programs still retain major disincentives to work, they alsc confain
features designed to offset these disincentives. Many of the changes
that will be suggested here do not represent major departures from
the existing programs but instead extend or modify the reforms
that the Congress has already introduced. Suggested changes of the
provisions of the SSI and abutting programs are grouped by the ra-
tionale for their adoption.

Engancng R EcoNnomio Status oF Disaprep PERSONS

It seems chvicus that disabled persons who give up their 551 ben-
efits and return to work should end up with a significant net in-
crease in their disposable income. Otherwise, why bother? Unfortu-
nately, the rules governing 858 virtually assure that some recipi-
ents who return to work will end up with a very small increase in
disposable income over the public payment they would continue to
receive from not working.

The 881 recipient’s return to work causes three things to happen,
all of which affect disposable income. First, the worker becomss
liable, depending on the level of earnings, for pavment of Federal
and possibly State and local income taxes. 851 benefits, on the
other hand, are not taxable. Second, the worker may begin to incur
work expenses. Some expenses are normal (eg., work clothes, bus
fare, and lunches), while others are unusual and casued by the dis-
abled worker's impairment. Third, the recipient who returns to
work faces a reduction or termination of benefits.

Frior to 1981, the disincentives for 58I recipients to return to
work were often substantial. Then as now, the procedure for deter-
mining the amount of the payable monthly SSI benefit was to dis-
regard the first $20 of income from any source, and to disregard
the next $65 of income if it was oblained from earnings, Thereaf-
ter, benefits are reduced by §1 for every $2 of earnings. At some
level of earnings, the Federal 58I payvment ceases. Hased on the
S51 beneft levels prevailing in 1984, the so-called Federal break-
even point, where 38l pavments cease, is $715 per month in the
case of a single individual (even if there is no income other than
earnings), and 31,027 per month in the case of an eligible couple.

Prior to 1981, affer an S8 recipient began to work, he or she
would be placed on 8 S-month trial work period. If the recipient
was gainfully emploved and earning more than 3300 per month at
the end of the trial work period, SSI payments would cease.

Let us consider two cases based on the benefit levels prevailing
in 1884 but using the benefit determination rules which existed
prior to 1881, The first case involves an 58I recipient who accepts a
iob paging $250 per month, and the second relates to an 858! recipi-
ent who accepis a job paying $35¢ per month. At the end of the



J0

tion, or any other special and necessary expense related to the dis-
ability, to be disregarded when determining net income for pur-
poses of calculating the SSI benefit—not just extraordinary work-
related expense, as cited above.

INCOME SECURITY

Most people are as concerned about assuring a secure source of
income as they are about increasing it. This is true not only for
workers who stress the importance of seniority but also for presi-
dents and vice-presidents of companies who seek long-term job con-
tracts with bailout provisions. For the same reason, college profes-
sors eagerly seek tenure. It is no less true for severely disabled per-
sons who often are offered iobs that are low paying and insecure.

The Congress began to cope with this issue in the 1980 Social Se-
curity Disability Amendments by providing a I5-month reentitle-
ment period at the end of the trial work period, during which time
the recipient would be automatically reentitled to SSI benefits if
the work attempt proved unsuccessful,

OPTIONS

The present 15-month reentitlement period after the tolling of
the trial work period is not sufficient to allay the fears of some SSI
recipients; hence, it is appropriate fo consider lengthening the
reentitiement period. In fact, after a person has been judged too se-
verely disabled to work, it is reasonable to assume that, even if he
or she returns to work, there is always a substantial risk of that
person having difficulty in securing another job if the present job is
lost for any reason. Unless there is evidence of medical recovery or
error in the original determination, it is not unreasonable to
extend the reentitlement period throughout the disabled person’s
lifetime. The money spent on periodic redetermination of eligibility
would be better spent on assisting the disabled person to find and
hold onto a job,

Huarmy Carg

The loss of needed health care coverage can be a powerful disin-
centive to work. For some disabled persons, the ongoing cost of
health care is as much, and sometimes more, than the amount of
SSI1 benefits received. Other disabled people are at considerable
risk of high and unexpected medical bills. The problem is compli-
cated by the fact that some SS] recipients who return to work will
be unable to obtain health care coverage either ag a fringe benefit
where they work or as an individual because some insurance com-
panies will not cover people with certain types of preexisting condi-
tions.

Prior to 1981, recipients who lost their entitiement to 851 bene-
fits would often alsc lose their entitlement to medicaid, although
somne States maintained a “working poor’ program to pay the med-
ical sxpenses of working people unabie to afford them. Section
1619k} of the 1880 Social Security Disability Amendments, howev-
er, suthorized a 3-year demonstration program to provide medicaid
coverage under certain conditions io SBI recipients who return to
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PrREVENTING SSI DepENDENCY

There are a number of features in the current SSI program that
encourage pecple to seek 551 eligibility before returning to work.
That cne must be a former SSI recipient in order to become eligible
for the special cash benefits under section 1619(a) or extended med-
icaid coverage under section 1619(h) provides an incentive to seek
S5 eligibility before returning to work. That work-related ex-
penses, whether normal or impairment-related, are not considered
when determining eligibility for SSI also creates an incentive to
seek SSI eligibility before returning to work. The options for pre-
venting S51 dependency have as their common objective veward of
continuing work efforts in face of severe disability.

QPTIONS

{1} Consider creating a national “working poor” medicaid pro-
gram that would cover both former SEI recipients and cther per-
gong who find themselves in gimilar straits with respect to income
and/or asset limitations when seeking health insurance coverage.

(2) Consideration should alse be given to making persons eligible
for S8I if they have a severe disability, meet the asset iest, and
their income falis below the Federal break-even amount.

(3} When evaluating whether a person s eligible for 85I, work-
related expenses should be disregarded on the same basis as im-
ga_irmené«reiat&d expenses are in determining the amount of the
S8 payment. At present. only impairment-reiated work expenses
are digregarded when determining the amount of the 851 payment.
Curiougly, these expenses are not disregarded when determining
SS1 eligibility-—thus creating cbvious Ineguities. We recommendad
earlier that normal work expenses be disregarded for 881 recipi-
ents, subject fo certain limitations, and we believe that the same
disregard should be extended to 881 applicants.

ATTITUDES

It is unfortunate that an 581 applicant must convince the State
disability determinstion unit of his or her insbility to sngage in
substantial gainful activity (SGA} employment in order to be de-
clared eligible for 881 The very application process, which often
takes 2 months and more, is harmiul to the applicant’s attitudes
toward work, During the phase, the applicant is forusing on all the
negative aspects of his or hey condition. What is more, the appli-
cant will be encouraged and coached by social workers, family, and
others to prove that he or she cannot work. After eligibility is es-
tablished, many 581 recipients and others around them are con-
vinced that they cannot work. Thus, the application procesz be-
comes a seif-fulfilling prophecy.

OPTIONS

Consider eliminating the emphasis on proving that an applicant
cannot work. Instead, reguire applicants to prove that they have
great difficulty in obtaining employvment because of their disabling
condition. In this approach, eligibility can be granted without as-
suming that until work disability has been proven, there is no
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OPTIONS

{1} We recommend, as first priority, adoption of the remedies con-
tained in H.R. 3755 in order to protect due process, improve the ac-
curacy of disebility determinations, and minimize the frictional
costs of administering the BSI program, with revisions to refocus
continuing disability investigations so that their primury dhiective
becomes assessment of work capacity and referral for appropriate
and adeqguately funded rehabilitative services rather than termina-
tion from the 551 rolis,

(2} The 3-year demenstration program providing special cash ben-
efits and extended medicaid coverage under sections 161%a) and (h)
did not reach many people because its provigions were not widely
known. If the Congress elects to extend this program, we recoms
mend that it mandate an accompanying strong public information
campaign as well ss extensive training for S8A district office per-
sonnel to asssure ample knowledge and active outreach to 881 re-
ciplents and applicants,

(3) We also recomnend that a stronper emphasis be placed by
the S8 program on the provision of cost-effective rehabilitative
services such as the transitional employvment and supported work
approaches described above. Closer relationships should be forged
between SSA district offices and the State rehabilitation agencies.

{4y Congideration should be given to modifying the conditions of
performance reimbursement under the system created by the Om-
mibus Budget Heconciliation Act of 1981 80 as to give State rehabili-
tation agencies greater incentive to invest in 581 recipients. Feder-
al regulations for the Federal-State rehabilitation program require
only & Z-month f@-ﬁi(mup after iob g}i%c&,menﬁ hefore declaring serv-
e mdpi_ents to be “rehabilifated.” Under the rehabilitation fi-
naneing provisions of the Oranibus Budget Heconcilistion Act of

1981, payment for services will not be made until the 55! recipient
has remained on a job paying the SGA wage for § months. This
hiatus between the Lime resources are axput{ieﬁ and the tirne reime
bursermnent is made causes budget probiems for State rehabilitation
agencies. We reCommen, nel ;}&ymmt for services, either gt the itime
that placement s made in a job payving the SGA wage or after a 2-
month followun, with additional aliowsnece of up to 10 percent per
yvear of the original cage service expenditure for post-placement or
supported work serviees, As documented above, the structured
training and supported work spproach appears to be more cost-ef-
foctive than other technigues fm‘ placing and maintaining severely
disabled people in nopnsubsidized employment paying significant
wWages,

(5) Consider expanding the availability of the supporied work
model for mentaily retarded peraons throughout the country by re-
directing the use of existing program authorities and budgets, as
well as mandating increased B, & I efforis to test its costeffective-
ness for severely dissbled persons other than the mentally retard-
ed. We cited sarlier several refevant sections of the Hehahbiliiation
Act of 1973, as amended, the Vocational Education Act, and the
Public Health Services Act that might zccommodate this recom-
mendation.
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Chapter 4

HOW EFFECTIVELY DOES SSI GUARANTEE
MINIMUM INCOME FOR THE LOW-INCOME AGED?

(Prepared by Jennifer L. Warlick, Department of Economics,
University of Notre Dame)

INTRODUCTION

Neither the problem of low income during old age nor Federal
efforts to combat this problem are new phenomena. Legislation en-
acting the old age survivors insurance program {(OABD and author-
izing grant-in-aid funding to the States for the creation of residual
programs of aid to the aged {OAA) will celebrate its 50th hirthday
next year (1985). The supplemental security income program (88]),
a program of federally financed and administered uniform cash
grants tc the aged, blind, and disabled is a decade old this year.
Indeed, when the combination of OASI, 551, medicare, and reduced
tax liabilities is considered, the aged stand out among all other
adult categories of the population as a favored target of Federal
income maintenance legislation.

These efforts have not been in vain. Since the U.8. Census
Bureau first began to count the poor in 1959, the percentage of the
aged population whose cash incomes fall below official poverty
thresholds has fallen from 35.2 percent to 14.6 percent in 19KZ.
Within this period, the greatest improvement occurred between
1959 and 1974: the incidence of poverty fell by 59 percent.! In the
10 vears hence the incidence of cash poverty has fluctuated within
the narrow range of 139 to 157 percent, peaking in 1980 (118,
Bureau of the Census 1983),

At first blush, the stability of poverty among the aged since the
advent of 58I is surprising. Congress enacted 551 in 1972 in recog-

U The accuracy of these statistics in describing changes in the economic status of the aged
through time has been attacked in the literature from two opposing perspeetives. Accordmg to
on view, because the poverty rates cited above are based exclusively on cash income and ignore
the contributions to economic well- being of in- Jeind transfers such as food stamps, medicare, apd
public housing, they overstate the true incidence of poverty among the aged (Smeeding 1977;

8. Congress 1977a; Watts and Skidmore 1977, Hoagland 18982). Inclusion of these in-kind
tranfers has been showsn to reducs poverty ameng the aged by as much as 74 percent jn any 1
yesr. In addition, inclusion of in-kind transfers in the definition of incomes apparently increases
the rate of poverty reduction over time. Measured over the period since the adjusted poverty
rates first appears (1972) through the mest currenf estimates (1980), the reduction in poverty
appears to be 25 percent (Smeeding 1981} The decline in poverty for the same period consider-
ing cash income only is 16 percent.

Expressing an opposing view, Moon (1979 argues that poverty rates based on income meas-
ures adjusted for in-kind tranfers dramatically understate the incidence of poverty in any 1 year
because the messure of needs to which these expanded income mesasures are oompmeti is not
egually comprehensive. Moreover, she concludes that the poverty reduction occurring across
time is substantially less pmnauncecﬁ than these statistics m::iscate Even so, the progress agairst
poverty among the aged has been substantial since 1959, inas much as the ‘oldest of in-kind pro-
grams, food stamps, was not available te significant numbers of the aged poor until 1964,

{103}



count for 37 percent of all aged couples participating in 8SI. Indi-
viduals living independently are assured above-poverty-level in-
comes in eight States accounting for 36 percent of participating in-
dividuals. In contrast, total benefits (as defined) to eligible individ-
uals with ineligible spouses are below poveriy thresholds in every
State. But this result reflects the presumption that the spouses of
eligible individuals who are not yet 65 years old are better able to
provide non-S8I income to the couple.

TABLE 1.—ABSOLUYE AND RELATIVE S51 GUARANTEE LEVELS, 1978

Benefit levet (State and Federal) -+ $240 Benefit level 4 $240 disregard as 2 percent of
norempioyment income disregard poverly line

Eligibh Eligible

L CABE individiiat with i
G PR g R g i
spatse (83,944

3,304.80 2,203.20 2203.20 29.88 61.95 71.02
Alzbama .. 3,864.80 744320 2,443.20 97.99 61.95 11.02
Alasia ... 5557 80 3,786.20 3,186.20 14345 96.00 119.36
Arizans.. 3,544.80 2,643.20 28431 89.88 6195 1162
Caltfornla. 7,083.80 3,860.20 3,860.20 179.61 98.64 172.64
. 5,991.80 291820 28184 14118 7399 92.00
5,186.80 361220 361220 131.51 91.59 113.88
3,544 80 2,443.20 24432 89.58 61.95 o2
3.544.80 244320 44300 86.88 6195 11.02
3.544.80 2,443.20 744320 8988 61.95 71z
3,544.80 244320 7443.20 89.88 £1.85 7102
383480 262520 2,625.20 97.23 £6.56 8216
4,355.80 3,324.20 3310 110.44 84.28 104.80
3,544.80 244370 240320 83.88 61.95 7107
3,544 80 2,84320 244320 89.88 6195 7142
3.544.80 244320 2,443.20 89.38 61.95 72.02
350080 244320 24430 £9.88 §1.95 7702
I5450 244320 244330 89.28 6185 7.0
3580 D320 244320 89,88 6185 7742
37480 256220 256320 8444 64,58 .81
..... 354480 246320 244320 89.88 6195 77.02
Massachusetts.. 583380 391420 381420 1479 924 12340
Michigan ..... 404280 2154 217526 1251 7037 £7.49
itinnescta 387080 21 4TI 160.78 7028 8140
Mississippi 3,544 80 2,663.20 744320 g9.68 61.85 1.0z
issouri .. . 354480 244120 744326 8858 £1.95 7742
Hontana...... . 354480 248320 2,443.20 89.68 61.55 77.02
L1 N 4,675.80 351620 3,516.20 118.55 5915 110.85
Nevada L6550 292420 2820 1133 7814 92,19
Hew Hampshire $EELE0 21620 261620 97,50 6.33 82.48
New Jrsey ... . 3EELBD IERDIG  ZEERID 57.59 5801 4.5
New Mexico SSA4B0 244330 244300 8388 6195 7.2
New Yorl.... 485580 317320 311320 112,98 8046 100.04
Horth Careling .. 3,544.80 244320 2,443.20 89.88 61.95 ire2
Horth Dakota ... 3,544 80 246320 2,64320 §4.88 §1.95 1162
[ 11— 3,544 80 246320 244320 8568 (.35 1762
Oklahoma 483280 29170 281700 11239 7247 917
Cregon . IEGAE0 1EERA0 258700 5297 £5.60 £1.56
Pennsylva £128.88 a0 £,837.20 104.69 P18l 8974
Rhiode fsland ..... £.279.80 2835.20 283320 108.51 11.8¢ 8832
South Carolina.. 3,544.86 2,883.20 244320 89.88 6185 1502
South Dakota .. 3,634.80 2533.20 2,533.20 §2.16 64.23 79.86
150480 244520 244320 29.88 61.95 .02
3,544.80 244320 2,443.20 8258 6195 102
3,604.80 2,505.20 2,503.20 9L 40 6347 1892
4,085.50 2.562.20 2,862.20 10380 1257 90.23

33-416 O848
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THE ACTUAL ANTIPOVERTY EFFECTIVENESS OF SS1I

OVERVIEW

In addition to identifying the boundaries of SSI's maximum po-
tential for alleviating poverty, table 2 also reports on its actual per-
formance (column 3). In 1978, SSI distributed $2.4 billion io an av-
erage monthly caseload of 2 million aged persons. Average total
monthly benefits (Federal plus State supplement) egualed $103
{Social Security Bulletin, Annual Statistical Supplement, 1982:
258-240). Almost 30 percent of these benefits were paid to persons
whose pre-S8] incomes exceeded poverty thresholds. The remaining
70 percent of total 58] payments were received by persons whose
cash incomes less SSI were below poverty thresholds. S5I benefits
removed one-third of these recipients from poverty, reducing the
overall incidence of poverty among the aged from 17.2 to 15.2 per-
cent. The poverty gap, that is the amount of expenditures required
to raise the incomes of all the poor to poverty thresholds, fell from
$3.4 billion to $2.3 billion, a reduction of 32 percent.

Twae ProaLeM oF NONPARTICIPANTS

Comparicon of colurns (2) and (3) of table 2 suggests that S80's
actual antipoverty effectiveness fails significantly below its poten-
tial. This difference is explained by the phenomenon of nonpartici-
pation. Estimates of the percentage of the aged population who are
eligible for 85I who actually receive S8I payments are consistently
between 50 and 60 percent (Warlick 1982; Coe 1982; Menefee 1981;
Urban Systems Research and Engineering 1981; U.S. Department
of Health, Education and Welfare 1978). The simulation model de-
scribed above indicates that participation among the aged was no
higher than 57 percent in 1978. It follows that two of every five eli-
gible aged persons do not receive SSL

Nonparticipation is a perplexing problem which has been the
subject of concern and investigation since the program’s first vear
of operation (Report of the 8SI Study Group; U.S. Congress 1977h).
Although the average financial situation of nonparticipants is su-
perior to the pre-351 position of participants (see table 3) nonparti-
cipants nevertheless forfeit considerable amounts in unclaimed SSI
benefits as shown in table 4. Nonparticipants could on average in-
crease their cash incomes by 160 percent through participation.
Eight percent, a nontrivial proportion, could double their incomes
or better. The increase in total economic well-being is potentially
even greater than the numbers in table 4 suggest in view of the
fact that enrollment in SSI confers upon many participants auto-
matic eligibility for in-kind transfers from the medicaid and food
stamp programs.
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not apprecizbly altered (Report of the Comptroller General of the
United States 1976), Systematic evaluation of these activities was
not undertaken; indeed for the most part their design prohibited
such. This iz ynfortunate as the experience could have provided
valuable insight into a number of key issues including: (1) How
much program information is optimal for accurate self-diagnosis of
eligibility; () how effective is information dissemination in the ab-
sence of advocacy; (8) what technigues work best (leaflet, public
communication, ete.); and {4) whether limited funds should be di-
rected toward informing a large number of households of the pro-
grams availability or providing advocacy services for a few.

ANALYZING SBT's ErreECT ON PARTICIPANTS

As was noted above, not all SSI participants have cash incomes
below poverty thresholds prior to receipt of SSI. Similarly, not all
pre-881 poor recipients are removed from poverty by SSI Those
who are removed from poverty are distinguished from those who
are not by several characteristics: State and region of residence,
residence within an SMSA, sex of head, race, type of SSI filing
unit, and level of education. This information is summarized in
table & which shows for a number of demographic characteristics
the percentage of the participating population with incomes below
poverty thresholds prior to S8I who are removed from poverty by
8581 The numbers in table § are based on simple crosstabulations.
Other characteristics are not held constant in the analysis of any
single characteristic and thus the relative importance of single
characteristics cannot be determined. Neither should the data be
interpreted to imply causation. Bearing these qualifications in
mind, the data in table 5 suggest that more gophisticated analysis
will show that the probability of escaping poverty through SSI rises
with residence in the West and Northeast, within a SMSA, and
with the family head’s education. Most likely the latter varies posi-
tively with pre-SSI income and thus negatively with the family's
pre-S8I poverty gap. In only eight States (Alaska, California, Con-
necticut, Delaware, Massachusetts, Minnesota, New York, and Wis-
consin) were a majority of prepoor SS8I participants removed from
poverty. With the exceptions of Delaware and Minnesota, these are
States whose State supplements increase the Federal SSI guaran-
tee to gbove poverty threshold levels. The probability of eseaping
poverty is also likely to be higher for 85I recipients living in a
household headed by nonrecipients as epposed to those living inde-
pendently and for individuals rather than couples. Kscape appears
most unlikely for blacks.

TABLE 5,—COMPARISON OF PREPOOR SSI PARTICIPANTS REMGVED FROM POVERTY BY SSt WITH

THOSE WHD ARE NOT
[In parcentd
Remavet .
Charactoristic . :ﬁy png';rg Tota

Kegian of the United States:
HOMIEASE v eececaansrmassetee e essr s besse s s s 46 55 100
Horthcentral 25 15 He
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that it is this subgroup of the nonparticipating eligible population
who will be persuaded by rizing benefits 1o enroil If could be that
the response to this pelicy approach is greatest among ponpartici-
pants at the oppoesite end of the benefit distribution who currently
forego relatively small benefits. A third problem with this policy is
that raising the guarantee levels simultanecusly raises the SSI
breakeven levels and expands the eligible population. In an effort
te entice current nonparticipants to enroli, this option must offer
bernefits to persons who current incomes exceed current eligibility
limits, Finally, the cost of thiz approsch may be prohibitive, par-
ticularly in view of its limited potential for eliminating all poverty
among the aged.

More direct sclutions to the problem of nonparticipation should
be explored. In view of the fact that a vast majority of nonpartici-
pating eligibles surveyed indicated that informational problems ex-
plain their nonenreliment, it is incumbent upon Congress to inves-
tigate the potential of outreach and advocacy programs to increase
participation. Experimental programs whose primary purpose is to
evaluate the efficacy of outreach and advocacy efforts should be im-
plemented for fized periods of time in several locations across the
country. These programs should be carefully designed such that
the effectiveness of alternate technigues can be compared and their
overall impact measured from a cost-benefil perspective. Funding
and implementation of nationwide outreach efforts should be con-
tingent on the results from the experimental programs.

Beyond these measures it may be prudent fo recognize the limi-
tations of 881 as g sclution to poverty during old age and concen-
trate instead on the causes of such poverty. Families headed by
women and blacks are over represented among the poor aged (War-
lick. 1988). Understanding why this is g0, and taking action to in-
crease the pre-88] incomes of these and other aged persons could
prg‘g& to be a more effective solution to poverty during old age than
ig 551,
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ness of 551 among current recipients is analyzed. Characteristics
which distinguish between those recipients removed from poverty
by 551 from those who remain in poverty are dentified, In the con-
ﬁlding section, we discuss policy options o increase 550's effec-
tiveness and reduce current levels of poverty among the aged,

WAS SSI DESIGNED TO ELIMINATE POVERTY?

Three fundamental features of the 551 program distinguish it
from the State GAA programs it was designed o supercede:

{1} Mationally uniform standards are applied to determine
program eligibility.

() Eligible persons are guaranteed a nationally uniform
minimum cash grant.

(3} The minimum cash grant iz wholly federally financed and
administered by a Federal agency, the Social Security Admin-
istration (SBA)

These features were intended to remedy the following undesir-
able characteristics of State programs.

{1} State-to-State variation in eligibility criteria.

{2) Ohstrusive shigibility investigations to determine individ-
ual nesd.

{3} Application of hen and relative responsibility laws.

(4} State-to-State variation in the cash grant available to per-
sons with no other income fmaximum pavments ranged fiom
$75 to 3250 in 1972).

&BSA was chosen as the administering agency because of its famil-
imrity to the aged population and also because of its reputation for
disbursing OABL in an efficient and impartial manner, Congress es-
pecialiy hoped that the later woulid become infused with the image
of 881 go that the poor aged Womd come to view B35 paymentis as a
matter of right rather than privilege (11.8.. Congress 1977b).

Despite the contentions of its creators that SSI was “* * * de-
signad to provide a positive assurance that the Nation’s aged, blingd,
and disshled people would no longer have to subsist on below pov-
erty level incomes * * *7 (1J.5. SBenate Report 392-1280), the original
legislation set the 881 guarsniee levels substantially below poverty
thresholds. In 1974, the vear of implementation, couples with no
other income malntaining their own homes were eligible for bene-
fits amounting to $2,574; the comparable fipure for individuals was
£1,716.2 These amounts represented 85 and 71 percent of the 584
poverty threshelds for an aged couple and individual respectively,
This decision is partially explained by the fact that S8I was sone
ceived, a8 its name suggesis, as a supplement to the social security
program and other income sources. It was anticipated that only a
few aged persons would be totally dependent upon 851 as a sole
source of lncome. Setting 88T puaraptee levels at the poverty

# 88} guarantee levels vary by rearital status and type of living arrangen
basic categories, or filing unit types: marred couples (head and spolge e i) ﬁivj_ng in-
depen&em}v! married couples hving in o home headed ingthers individ with ineligible
spouses (less than 65 years living independestly; individuals with ineligible spouses Hving in a
home headed by srother; single individaals living independently; and single individualz Hving
in another's home. The guarantees for filing units Hving in homes headed by another is equal to
two-Thirds of thet of units Biwing independently. The beneftt for & couple is 150 percent that for
andindividual. The guarantes fur an individual with an ineligible spouse is equal w0 thai for an
individual.

t. Thers are six




Chapter 5

LEGISLATIVE HISTORY, TRENDS, AND ADEQUACY
OF THE SUPPLEMENTAL SECURITY INCOME
(8SD PROGRAM

{Prapared by the Congressional Research Service, Library of
Congress)

OVERVIEW

The supplemental security income (88D program for the aged,
blind, and disabled has now been in operation for 10 years. The SSI
program is a federally funded and administered income assistance
program under title XVI of the Social Security Act. Established by
the 1972 amendments to the act (Public Law 92-603) and begun in
1874, 8581 provides monthly cash payments based on uniform, na-
tionwide eligibility rules to needy aged, blind, or disabled persons.
The 851 program replaced the former Federal grants to States for
old age assistance, aid to the blind, and aid fc the permanently and
totally disabled. These grants continue in Guam, Puerto Rico, and
the Virgin Islands. 851 however, operates in the Northern Mariana
Islands.

Thizs chapter is separated into three parts. The firet is 2 legisla-
tive history of the SSI program from 1969 to 1972 with a section
focusing on congressional intent. The second discusses the trends
and developments in the program for the period 1874 through 1983
The third discussee the adequacy of the program by examining
cash and noncash benefits of enrollees and participation in the pro-
gram.

LEGIELATIVE HIETORY OF THE SUPPLEMENTATL SECURITY
INCOME PROGRAM: 1969-72

INTRODUCTION

January 1, 1974, marked the implementation of the supplemen-
tal security income (880} program for needy aged, blind, and dis-
abled persons. This program, which was enacted into law in Octo-
ber 1972, grew out of a 3-year period of legislative consideration of
welfare reform.

By the end of the 1960°s, welfare rolls had swollen and Congress,
the President, and the general populace were beginning fo worry
about the cost of the programs. They wanted to do something that
would reduce the rolls, encourage people to work, and still provide
adeguate henefite for those in need. In August 1968, President
MNizon introduced a welfare reform bill that proposed sweeping
changes in the AFDC program a¢ well as in the adult calegory pro-

(115)
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0Old age assistance—Wisconsin... 139.00
States with lowest average monthly payment

Ald 1o the blInd—TaR ..o as e s e st 55.35
Aid to the permanently and tm,aliy dlﬁab]ed-—-MHS]bSli)pl 49.20
Cld age assistance—Misgissippi ... 39.80

In addition to widely varying payment standards, ehg]bihty fac-
tors for the public assistance programs varied widely among the
States. In order to receive Federal matching funds, the States were
required to comply with certain Federal guidelines, but they were
given much latitude regarding the general scope of their programs.
The States were free to define resource limitations, duratxon of res-
idence rules, recovery and lien prowsmns, and the terms * ‘perma-
nent and total disability” and “blindness.”

THE FAMILY ASSISTANCE ACT OF 1969—H.R. 14173

On October 3, 1969, H.E. 14173, the Family Assistance Act of
1469, embodying the President’s proposal, was introduced in the
House of Representatives and referred to the Committee on Ways
and Means. The bill was designed to deal with the problems of low
benefits In some States and differences in eligibility requirements
among the States. The bill proposed to continue as a Federal-State
program a combined program for needy aged, blind, and disabled
persens. However, the proposal established a Federal floor of
income and assistance for adult recipients in any State.

Benefit Levels

H.R. 14173 established a Federal floor of $50 per month of
income and assistance which was to be assured to adult recipients
in any State. A couple was to receive $180 a month. (The level was
increased from the $65 level proposed in the President’s August
message.) According to Robert Finch, Secretary of the Department
of Health, Educaticn, and Welfare, this new Federal floor was to
raise benefits for about one-third of the old age assistance recipi-
ents, or about 670,000 persons, and was to raise benefit levels in
the 18 lowest payment States and the District of Columbia.! States
with need standards at the time of enactment exceeding the $3%0
limit were not permitted to lower those standards.

Federal Funding

The bill provided a liberalized formula for Federal financial par-
ticipation in the cash assistance programs, giving substantial fiscal
relief to most States. Under the plan, the Federal Government was
to pay 100 percent of the first 5 50 per recipient, half of the next
%15 per recipient, and 25 percent of any additional amount, not ex-
ceeding the maximum permissable leve]l of assistance per person
set in regulations to be issued by the Secretary (which could be
lower in the cases of Puerto Rico, Guam, and the Virgin Islands
than for other jurisdictions). The Federal contribution was to be
calculated on the basis of the average payment in a State. During

* U.5, Congress. House, Committee on Ways and Means. ertten statements submitted by ad-
ministration witnesses appearing before the Committee on Ways and Means at hearings on
social security and welfare proposals beginning on October 15, 15 9 ((,ommlttee Print) Washing-
ton, 1.5, Govt. Print. Off,, 196%: 6.
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percent Federal financing for the entire adult caseload would have
been available, (The bill called for 106G percent Federal funding cost
for the first $50 per recipient on an average payment basis.)

Cost

The estimated new Federal cost for all of the proposals included
in the Family Assistance Act was $4.4 billion per year. The total
new Federal cost of the changes in the adult assistance prograins,
according to the Department of HEW, was 3395 million—3$361 mil-
lion in increased costs due to the revised matching formula and $34
miilion in additional costs due to the 390 minimum income stand-
ard. This estimate was based on data for calendar year 1968 and
assumed 100 percent participation.

Administration

Although the legislation did not provide for total Federal admin-
istration of the adult category programs, it did make a significant
move in that direction. The new title XVT included authority for
States to contract with the Social Security Administration for Fed-
eral assumption of some or all of the administrative burdens of the
program, The Secretary could enter into an agreement with any
State under which the Secretary would make the payments of aid
to the aged, blind, or disabled directly to individuals in the State
who were eligible for such payments, In that case, the State was to
reimburse the Federal Government for the State’s share of those
payments and for one-half of the additional cost to the Secretary of
carrying out the agreement. Under existing law, the Federal Gov-
ernment provided the States with 50 percent matching funds for
the cost of administration. Secretary Finch, in October 1969, indi-
cated that “in this way, we should be able t¢ move toward a single
mechanism for transfer payments, taking advantage of all the
economies of scale which such an automated and nationally admin-
istered system can have.”?

Robert Finch, in describing the advantages of using the Social
Security Administration to administer the Family Assistance Plan,
said that “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 ex-
pertise will be brought to bear on many of the administrative prob-
lems in the family assistance plan.”

Transition Features

Provisions were also made for according to States a grace period
during which they could be eligible to participate in the new title
XVY program without changing their tests of disability or blind-
ness. The grace period was to end for any State with the June 30
following the close of the first regular session of its State legisia-
ture beginning after enactment of the bill.

3118, Congress. Houge. Committee on Ways and Means. The President's Proposals for Wel-
fare Reform and Social Security Amendments of 1969 including draft bills, summaries, and
other material transmitted by the Department of Health, FEducation, and Welfare. (Commitiee
print.) Washington, U.8. Govt. Print. Off., 1969: 45.
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cluding U.S. citizens were continued. There wag also a new reguire-
ment prohibiting any residency requirement excluding any resi-
dent of the United Biates. Duration of residence reguirements
under public assistance had been ruled unconstitutional by the Su-
preme Court. However, many of the States continued to apply such
requirements; many others were then under court orders not to
apply such requirements. Also there was a new prohibition against
any disability or age requirement excluding a severely disabled
person 18 vears of age or older, and any blindness or age require-
ment excluding any blind person.

Eligibility standards

H.E, 14173 reguired that the States pay cash assistance in an
amount which, when added to nonexcluded income from other
sources, guaranteed an income of at least $90 per month per recipi-
ent. In general, the mandatory and optional requirements in exist-
ing law regarding the counting of income were continued under
H.R. 14173,

Farned income.—For the blind, the State agency was required to
disregard the first 825 per month of earned income plus one-half of
earned income in excess of $85 per month. In addition, the State
agency was required to disregard additicnal income and resources
considered to be necessary for the fulfillment of an approved plan
for achieving self-support. For any individual having such a plan,
this disregard was to be mandatory for 12 months and optional for
a maximum of 36 months.

For the disabled, the State agency was permitted to disregard not
more than the first $20 of the first $80 per month of earned income
plus one-half of the remainder of earned income. The disabled were
allowed, at the State’s option, the same deductions for income nec-
essary for achieving self-support as the blind.

For the aged, the State agency was permitted to disregard not
more than the first $20 of the first $80 per month of earned income
plus one-half of the remainder of earned income.

Unearned income~In all three adult categories, there was a
dollar-for-dollar loss of benefits for unearned income, including
such income as social security pavments. Under the existing law,
the State agency was permitted to disregard $7.50 per month of
any income.

Resources—Under H.R. 14173, the resource limitation was set at
$1,500. Disregarded as resources were the home, household goods,
personal effects, and other property which might help fo increase
the family’'s ability for self-support. Under existing arrangements,
States had varying limits on the value of the home and personal
property which could be disregarded.

Relative responsibility and lien laws.—The bill included a new
requirement under which a relative could be held financially re-
gponsible for an applicant only if the applicant were the individ-
ual’s spouse or a child under the age of 21 or a blind or disabled
child of any age. (As of February 1970, 19 States required adult
children to contribute to the support of adult assistance recipients.
See table 2.)
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one applied in some States where the definition is so stringent that
a person must be bedfast to be considered disabled.” ®

Institution.—Under H.R. 14173, payments were not to be made to
inmates of public institutions (except for patients in a medical in-
stitution). Payments were not to be made to any individual under
656 who was a patient in a tuberculosis or mental institution.

Coordination With Other Programs

Food stomps

Adult asgistance recipients were to be allowed to continue receiv-
ing food stamps.

Social services

Although the primary emphasis of the family assistance plan
was on income maintenance, the legislation did acknowledge the
use of social and rehabilitation services as an essential adjunct to
income maintenance programs. The family assistance plan amend-
ments provided, essentially, for the continuation of the existing ar-
rangements for services. With respect to services for the aged,
blind, and disabled, the Federal Government was o continue to
pay the percentage under law; that is, 75 percent in the case of cer-
tain specified services and fraining of personnel and 50 percent in
the case of the remainder of the cost of administration of the
State’s plan.

Disposition of HE. 14173

Intermittently from October 15, 1969 to November 18, 1969 the
House Committee on Ways and Means held hearings on social secu-
rity and welfare reform proposals. On December 5, 1969, the Com-
mitiee on Ways and Means reported out a bill to increase social se-
curity benefits. The commitiee promised further considersiion of
welfare proposals early in 1970,

THE FaMmiLy Assistance Acr or 1970~-H.R. 16311

On March 11, 1970, the Committee on Ways and Means reported
a clean bill, H.E. 16311 (H. Rpt. 91-904) the Family Assistance Act
of 1870, The provisions of H.R. 16811, as reported by the commit-
%ae, gere essentially patterned after the 1969 proposals of the
resident.

BENEFIT LEVELS

The mintmum income standard was raised from $90 proposed in
the administration bill to 8110 in the committee bill (or, if higher,
the standard in effect on the date of enactreent). In s report, the
committee pointed cut that the adminigtration’s propesal had been
submitted prior to the 1870 social security benefit increase. Since
many of the recipients of adult assistance also receive social securi-
ty benefits, increases in the latter program lower the Federal costs
of public assistance. The savings due to the social security in-
creases were estimated to be approximately $100 million. These

5 Ihid., p. 554.

83416 O—Bdm-g
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prevent possible situations in which a State might make no contri-
butions. :

The bill assured that for two fiscal years after the year in which
the AFDC supplementary payment provigions became effective a
State’s expenditures for AFDC supplementary payments and pay-
ments under title XVI (from its own funds) would not by reason of
the requirements of that act have {0 exceed its non-Federal expend-
itures under existing law for the same year. The bill provided that
for two fiscal years, the Federal Government would meet the
excess of non-Federal expenditures made necagaary by the bill over
what the non-Federal expenses would have been under existing
law. States and localities would thus have been guaranteed no re-
quired increase in expenditures for assistance payments as come
pared with what would have been expended under existing law for
the same period. However, most States would not have been re-
quired to incur additional costs as a result of enaciment of this bill
and, thus, this provision would have acted as a savings provision
for only a few States.

Under the law then in effect, States were required to provide
medical assistance (medicaid) to all recipients of cash public assist-
ance under any of the federally funded programe—AFDC, aid to
the blind, old age assistance, and aid fo the permanently and total-
ly disabled. H.E. 16311 would have added approximately 1 miilion
aged, blind, and disabled persons to the assistance rolls. State med-
icaid coverags was fo be'mandatory for these persong. The hill pro-
vided no fiscal relief for these additional costs.

COBTE

The cost of the committes bill to the Federal Government in cal-
endar 1968 terms was estirated by HEW to be $4.4 billion above
expenditures under curreni law--the same as the cost of the wel-
fare recommendations submitted to Congress by President Nizon in
1969.°% However, components of the costs differed; the cost of adult
assistance was incressed from $400 million in the administration
bill to $500 million in the committes bill, The changes in the bill as
they affected costs in the adult category programs were:

(1) HER. 18311 deleted the B0 to 807 rule of HE. 14178
which had assured the States a savings of at least 10 percent of
their costs in the federally assisted public assistance programs
and which also had reguired States to spend at least 50 percent
of these costs. 1t was estimated that H.RE. 16311's deletion of
the “58 to 80” rule save $160 million.

(2) The increase in the Federal income floor in the adult cat-
egories from $50 per recipient per month to $110 per recipient
per month, HEW estimated that this provision incressed costs
by $200 million.

The total fiscal savings afforded the States by the committes bill
were estimated to be about the same as those which the States
would have achieved under the sdministration’s proposals. Howev-

8 HEW was not able to fornish &l the cost information on the basie of fiscal year 1972 costs,
the first full vear under the proposed progrars. The costs, therefore, were smpressed in terms of
what the programe would have cost hed they been in operation in 1968 (but including the effects
of the 15 percent general incresse in soclal security benefite effective in 1878



127

directly to eligibie individusals. The State was to reimburse the Fod-
eral Government for the State’s share of the payments, The Feder
gl Government was to pay all of the adminisirative cogts, I & State
chose to retain administration of the pavments, only 50 percent of
administrative costs were to be paid by the Federal Government.
This incentive for Federa! administration had net been included in
the administration’s proposal. The commitiee indicated that it feif
that this asuthority would make possible economies in operation
that are generally associated with unified administration.

The Committes on Ways and Means report on HERE. 16311 indi
cated that it wasz the intent of the commities that a new agency be
established in the Department of Health, Education, and Walfare
to administer the family assistance plan. The new agency, as the
Ways and Means Committee saw if, was to be responsible for estab.
lishing and managing local family assistance plan offices and wag
to carry out other necessary functions with the excention of those
which 1t might find appropriate to contract with other agencies fo
carry out. The committee indicated that it expected that other
agencies within the Depariment, as well as other governmental
agencies outside the Department, would lend their support to the
extent that so doing would be consistent with the performance of
the duties reguired to carry out their own programs, t¢ assist the
new sgency in carryving out the provisions of the plan. For exam-
ple, while the administration of the family sssistance plan was to
be completely separate and distinet from the social insurance pro-
grams, the committes indicated that it expected that the computer
egquipment and other capabilities of the Bocial Security Administra-
tion would be utilized in the administration of the family assist-
ance plan to the extent that it was economical and efficient to do
so, taking inte account the mission of the new agency. No part of
the cost of rendering such service, however, was to be chargesble to
the trust funds administered by the Sccial SBecurity Admindstra-
tion. The committee’s discussion of the administration of the family
assistance pian did not make specific reference to the adult pro-
Erams.

The committee further stated that becsuse the full developrent
of administrative policies, procedures, and methods to carry out the
program would require considerable time and since the time per
mitted between enactment and the effective date was limited, it
would be desirable for the Department to reguest an advance ap-
propriation to cover the costs of fullscale administrative planning
tor implementing the program.

During April hearings before the Committee on Finance, Secre-
tary Finch stated that “We feel that this move toward a federally
administered welfare program is an important one. We are con-
vinced that income maintenance is & problem requiring & national
solution and that aniform administration of eligibility determina-
tion and payments is essential to this solution.” Secretary Finch
further stated that “We feel that the Federal Government can pay
out money more efficiently than B0 differant systems can” 7

T8, Congress. House. Commiites on Ways ard Means. Fambly Assistance Act of 1978;
Report on HE. 16311, Washington, U.S. Govl. Print. Off, 1970. 51t Congress, nd sesaion,
House. Report No. 81-804, ». 27.
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Resources

Under H.R. 16311 the resource limitation was set at $1,500¢ per
individual. Disregarded were the home, household goods, personal
effects and property necessary for self-support.

Relaiive responsibility

Under H.E. 16311, the States were not permitted to Impose as a
condition for payments any respongibility for a relative to support
the individual except that a State could require that a spouse sup-
port the recipient or that parents support a child under 21 or a
blind or a disabled child of any age.

FLiens

H.R. 16311 did not include the provision included in the adminis-
tration bill prohibiting the imposition of liens. The committee con-
cluded that this subject should remain a matter of State discretion.

Definition of Disability

Under existing law, States were to provide disability assistance
only to those who were found to be permanently and totally dis-
abled. The committee felt that this definition denied zssistance to
many disabled individuals who were unable to support themselves
and who were not entitied to social security benefits. As remedy,
H.E. 16311 defined disabled to mean “severely disabled.” The bill
alsc specified that whether an individual were blind or disabled
was to be determined in accordance with criteria prescribed by the
Secretary. The commmiltee indicated that it expected ‘‘severely dis-
abled” to be interpreted tc mean “persons whose physical or
mental conditions substantially preciude them from engaging in
gainful employment or self-employment.” It was also expected that
the disability would have to be one “that had lasted or could be ex-
pected fo last for a period of 12 months or resuit in death.” Thus,
the commitiee report stated that the “definition of severely dis
abled would have followed closely the definition used for disability
insurance benefits under title [1.”

Secretary Richardson, in July hearings before the Committee on
Finance, indicated that the administration intended to follow a def-
inition of digability that would be very close 1o that used under
title 11 of the Social Security Act.

Most States were already using identical definitions of blindness
inscfar as central visual scuity was concerned, e, less than 20/200
in the better eye with maximum correction. The committee bhill
provided for a uniform national definition of biindness using this
same definition.

Institutions

Fayments were not allowed for inmates of public institutions
(except for patients in & medical institution) or patients under 65 in
tuberculosis or mental institutions.
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the Secretary of Labor submitted the result of their review to the
Committee on Finance.

JUNE AND OcropEr REVISIONS ’OF H.ER. 16311—a SenaTE Binz, HLR.
17550

THE JUNE REVISION

Fiscal Impact on the States

In order to provide greater certainty toc the States on the cost
impact of welfare reform, the administration’s June revision pro-
posed an extension of the “hold harmless” provisions of the House
bill. Under the House-passed bill, States had been assured that for
each of the Z years after the effective date of the program, they
would have to spend no more on welfare than what was estimated
to be their costs under exisling law. Under the new proposal, the
Federal Government was to pick up any State costs reguired by the
bill which were in excess of their actual expenditures in fiscal vear
1971 plus a factor for cost-ofliving increases. This so-called “hold
harmless” was to be permanent, although optional State benefit in-
creases in the AFDC supplementary program, while still matched
by the Federal Government were not to be included.

The Department estimated that under such a plan the States
would save 3166 million in connection with aid to the aged, blind,
and disabied. California and New York together would receive §0
percent of that fiscal relief-—about $98 million. The savings to the
States for the entire bill—adult categories and family assistance—
were estimated by HEW to be $661.5 million.

{osts

The House report on H.R, 16311 stated that the cost of the entire
bill was $4.4 billion over expenditures in existing law in 1968
terms. The cost of President Nizon’s bill had also been estimated at
$4.4 billion over expenditures in existing law. However, the compo-
nents of the total cost were changed. As mentioned in the previous
chapter, in calendar year 1968 terms, adult assistance under the
President's proposal would have cost $400 million over expendi-
tures i existing law. The cost of the changes in the adulf assist
?nce categories under the commitiee bill would have cost $500 mil-
ion.

The Senate Commitiee on Finance requested new data on the
costs of the House-passed bill, taking into account the existing 5
percent unemployment rate and updated to 1971, In a report issued
in June, the administration estimated that costs for the changes in
the adult categories would be $600 million in fiscal year 1971
terms.
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TABLE 7—COMPARISON OF 2 ESTIRATES DF 1971 COSTS OF PAYMENTS N ADULT CATEGDRIES

[in biflions of daflars]

Estimates appaaring i

Senale Ditference
commitiee House report
arint
Addiftonal costs due to proposed ChAREES ...vveeveverecrmvcrercencenermnenecs verier s 0.6 0.7 —01
Esfimated cost under Coment 1BW ... ervecenssccessescreereenscescnrer 2.2 0 2
TOE) TOS] . oeeeeresesessessessss s essesmsssssnses s sssssssasssssss s 2.8 27 A

Source: Commitlee en Finance hearings on HR. 16313, p. 478,

Cuaseloads

Below is a comparison of projected adult category recipients
under the administration’s June revision of the family assistance
plan and existing law for the yvears 1971 through 1876,

TABLE 8.—COMPARISON OF PROJECTED ADULT CATEGORY RECIPIENTS UNDER HR. 16311 ARD
CURRENT LAW 1571-75

{ls mitfions]
1671 817 an 1974 1875 1876
June revision, HR. 16311 v 32 33 35 36 38 39
Curretd 1% e 31 3.2 34 35 37 38

Source: Finance Commities print. Famiy Assistance Act of 1970, june 1870, p. 24

These estimates submitied by the Department projected an in-
crease of only 100,000 adult recipients, vet a Social Security Ad-
ministration study showed that over 1 million aged persons and
nearly 1 million disabled persons who were not in receipt of wel-
fare had incomes below 3118 per month, When asked why the De-
partment assumed that so few of those persons would receive bene-
fits under the bill, Secretary Richardson stated;

The programs have oxisted for s long time, and the
people who are eligible for them are well sware of the
availability of benefits. The only real significant changes
brought about by this legislation would be establichment
of uniform national minimum benefits and a change In the
basis of Federal matching.

The bill wouldn’t significantly affect the kind of things
that influence eligible individual's decisions to apply for
benefits. So the 100,000 caseioad increase that is shown is
an increase that results from expanding coverage fo a
larger number of people through an overall increase in the
minimum leve!l of benefifs.®

# U8 Congress. Senate. Committee on Finance. Family Assistance Act of 1970, Hearings, 9l1st
Congreas, 2nd sessien on FLE. 16211 April 28-8sgust B, 1970, Washington, U.8. Govt. Print.
Off., 157¢; 624,
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21 major areas of secretarial discretion, as Hemized by the Commit-
tee on Finance. According to the Commities on Finance, the June
revigion eliminated discretion in seven sections, reduced it in four,
and retained it in fen. The commitice was not satisfied with the
changes made in the area of secvetavial discretion. In 2 committes
print, the committee stafl stated:

I mest cases the administration revision neither
changes the language of HE. 16211 nor has the adminis
tration indicated the policy it will follow under the discre-
tionary authority. In some cases, the language of the Wl
specifically authorizing the Secretary to issue regulations
has been deleted In the administration revision, although
there is siill no indication of policy—thus the deletion has
1o practical meaning.®

Below are some examples of areas of secretarial discretion con-
tained in the June revision of H.H, 16811 relating to the sdult cate-
BOrY Drograms.

{1) The Secretary was to prescribe criteria for determining
disability or blindness.

(2} The State agency was reqguired o submit any reports re-
guired by the Secretary.

(&) The Secretary was authorized to design a simplified state-
ment for use in establishing eligibility.

{4} The Secretary was authorized to lssue regulations pre-
scribing the means of verifving eligibility,

(5) Disregarded as 2 resource was property essential to the
family's means of self-support, as determined in accordance
with and subject to limitations in regulations of the Secretary.

Legislotive Action (Commiitee on Finance)

From July 21 through September 1970, the Commiltes on Fi-
nance held hearings on the revised bill. On October &, the commit-
tee took a tentative vote on the bill and rejected i by a vote of 14
to 1. The committee at the same times rejected, by avote of G40 4, a
substitute introduced by Senator Ribicoff (D-Conn.) to test the
family assistance plan in selected areas of the couniry and then
vt it into effect nationaily on January 1, 1972, By a vote of 2 to 8,
the committee sdopted a measure to allow limited test runs of the
program, but provided no date for putting it into effect nationally.

THE OUTOBER REVISION

Orr October 18, 1970, Under Secretary Veneman presented to the
commities another revision of H.H. 16311, Throughout the month
of October, the Department continued fo make changes. Following
are the major changes made in the October revision as they affect-
ed the adult categories:

(1} The June revision had limited the work-related expenses
that could be disregarded in determining earnings to those ex-
penses necessitated by the individual’s age, blindness, or dis-

U8, Congress. Senate. Committee on Finence. Material related to administration revision of
H.E 16311, WCommittee print) Washington, U.B. Govi. Print. Off, 1970: 26.
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H.R. 17550
Benefit Levels

The bill established a national minimum income level of $130 per
month for an individual and $200 per month for a couple. In the
aged category, this provision was to increase assistance for eligible
aged individuals in about 31 States and for eligible aged couples in
about 86 States. The bill provided that persons receiving such as-
sistance would be ineligible to participate in the food stamp pro-
gram. In effect, the Committee on Finance amendment was intend-
ed to give needy persons cash in heu of food stamps.

Fiscal Relief to the States

The Committee on Finance adopted an amendment which gener-
ally would not have required States in future years to spend move
for assistance to the aged, blind, and disabled than 80 percent of
their expenditures for this purpose in calendar year 1970. The 10
percent savings was to be paid from Federal funds as would be the
full amount of any increased expenditures resulting from mandato-
rv provisions of the bill, such as the $10 pass-along of social securi-
ty increases and the $130 per month national minimum standard
for assistance to the aged, blind, and disabled. Increases in case-
loads resulting from normal program growth were also to be paid
for fully with Federal funds, but increased expenditures resulting
from liberalizations in State welfare programs not required by Fed-
" eral law were not covered by the 90 percent Hmitation. The costs of
such nonmandatory program Hberalizations were to be shared by
the Federal and State governments in accordance with regular
maftching provisions.

Pass-Along

Under a previously announced decision of the committee, social
security benefits were increased by 10 percent with the minimum
basic gocial security benefit increased to 3100 per month from the
existing $64 per month level. If no modification were made in the
welfare law, however, many needy aged, blind, and disabled per-
sons would have gotien no benefit from these substantial increases
in social security since offsetting reductions would have been made
in their welfare grants. To assure that such individuals received at
least some benefit from the social security increases, the committee
approved an amendment requiring the States to raise their stand-
ards of need for those in the aged, blind, and disabled categories by
%10 per month for single individuals and $15 per month for cou-
ples. As a result of this provision, recipients of aid to the aged,
blind, and disabled who were also socizl security recipientis were to
have an increase in total monthly income of af least $§10 per month
(315 in the case of a couple),

Definitions of Blindness and Disability

The Cominittee on Finance bill made applicable to these pro-
grams the definition of blindness and disability which were used in
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On December 18, the Senate rejected by a 31 to 58 roll call vote a
motion by Senator Long to table the Willlams amendment. Ribicoff
was then free to offer his amendment and thus demand a vote on
welfare reform before the Senate could proceed to the Social SBecu-
rity or trade provisions of the bill.

On December 19, Senator Long moved to table the Ribicoff
amendment. He fell that there was little realistic possibility of
passing the family assistance plan and he did not want to spend
gtérther time debating it. His motion was defeated by a vote of 15 to

Omn December 28, Senator Long proposed that the entire bill be
recommitied to committee with instructions to report back only the
sections covering sccial security, medicaid and medicare reforms,
and certain changes in the existing welfare system.

The Senate adopted the Long motion by a 49 to 21 vote thus kill-
ing any further chance in the 8lst Congress of passing the family
assistance plan.

On December 29, the Senate by an 81 to § vote passed the revised
version of H.R. 17550. The House refused to go to conference on the
social security measure and thus both the family assistance plan
and the social security measures ag well as the provisions relating
to adult assistance died in the 9lst Congress. Representative
Wilbur Mills, House Ways and Means Commitiee chairman,
pledged early action in the new Congress.

H.E. 1, 78E BociAaL SECURITY AMENDMENTS or 1971

In his January 1971 State of the Union message, President Nixon
repeated his support for welfare reform by listing it as one of his
“six great goals” for action by the 92nd Congress.

On January 22, 1971, H.R. 1, the Social Security Amendments of
1971, was introduced in the House of Hepresentatives. The bill con-
tained welfare provisions representing the latest version of the
family assistance plan. In general, the provisions of H.R. 16811, the
Family Assistance Act of 1970, which passed the House in April
1976, were incorporated in HR. 1.

Between January and May, the Department of HEW submitted
numerous proposals for changes in H.H. 1. The Commitiee on Ways
and Means held many executive sessions during which time the
bill was studied and refined.

WAYS AND MEANS REPORTS H.R. 1

On May 26, 1971, the bill was reported to the House (H. Rept.
92--231). In its committee report, the Committee on Ways and
Means stated that adult programs were more susceptible to rapid
and efficient veform than the family programs because of the
smaller numbers of people involved, smaller budgets, and more
nearly static beneficiary rolls. Contributory secial insurance and
other sources of income—private pepsions, annuities, and other
income from assets——were sufficient to keep the total income of the
majority of the aged, blind, and disabled from falling below the
poverty line. The committee stated that it was its belief that, to the
extent possible, contributory social insurance should continue to be
relied on as the basic means of replacing earnings that had been

Audth MR T8
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Your committes recognizes, however, that because of the
variations in living costs from one area to another and for
other reasons, a complete uniformity of assistance levels
throughout the Nation is not presently attainable nor even
necessarily desirable. In general, it is anticipated that
those States which now previde asgistance at g level below
that of the new Federal programs of your comimnittee’s hill
wiil find the Federal benefits adeguaie to meet the essen-
tial needs of the poor in thelr areas while those States
which currently have higher pavment levels would find it
desirable to supplement the Federal assistance payments,
Your commitfee’s bill accordingly leaves each State com-
pletely free either to provide no supplementation of the
Federal assistance payments or to supplement those pay-
ments to whatever extent it finds appropriate in view of
the needs and resources of its citizens.??

The committes report alse made this statement regarding special
needs payments:

Your commitiee recognizes, however, that it is custom-
ary in many States to take into acoount, on a case-by-case
basis, certain specia! needs of some families and of some
aged, blind, or disabled people whe are in unusual circum-
stances leading to financial needs that are not met under
the general standards established by the States. in these
ingtances, many State welfare programs provide a pay-
ment for the special need on top of the general need stand-
ard. For example, an aged, blind, or disabled person may
be unable to provide housekeeping services for himself but
not be in need of expensive care in a nursing home or ex-
tended care facility. In such a case he sometimes needs the
services of a houskeeper who comes in on a regular basis
to perform this task for pay; or, he may hive in a private
home where these services are provided for him for a gpec-
ified amount of payment. In these circumstances the bagic
assistance standards of the State may not be high enough
te meet his needs and the extra expense may be budgeted
and met by the State as a “special need.” Your committee
believes, however, thal the responsibility of the Federal
Government in administering a State program of supple-
mental payments should generally be limited te adminis
tration of a basic unform payment which does not vary ac-
cording to such “special need” and is the same throughout
the State and that any additional “special need’” payments
should be generally made directly by the State. Thus, a
State could zlso pay an additional amount on an individ-
ual case-by-case basis to recompense the special needs
cages. This additionsl payment would have no effect on
either the amounts payable under the Federal program or
the federally administered State uniform supplementation
program. %

2 Thid,, p. 188,
1 Jhid, p . 200.
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begin taking applications for assistance under the new program
before July 1972 and provided for technical assistance to the States
to facilitate the takeover of State records.

Because of the problems inherent in determining administrative
costs related to the SSI program as a result of the fact that the
same offices were to be providing services for both 85I and the
OASDI program, the bill provided authorily for making the initial
disbursements from the OASDI trust fund. This provision was to be
an administrative convenience and the monies were to be promptly
repaid to the trust fund, with additional payments to make up for
interest earnings that had been lost to the trust fund as a result of
the transaction.

FEDERAL ELIGIBILITY STANDARDS

The bill provided that each aged, blind, and disabled individual
was to receive assistance sufficient to bring his total monthly
income up to $130 in fiscal vear 1973, $140 in fiscal vear 1974, and
$150 thereafter. For couples the levels were $195 for fiscal year
1973 and 3200 thereafter. In order to be eligible, an individual had
t¢ be a resident of the Uinited States, Puerto Rico, the Virgin s
lands, or Guam, and a citizen of the United States or an alien law-
fully admitted for permanent residence.

necome

In determining an individual’s eligibility and the amount of his
benefits, both his earned and unesrned income were to be consid-
ered. The definition of earned income followed generally the defini-
tion of earnings used in applying the earnings limitation of the
social security program. Usnearped income meant all other income,
including benefits from other public and private programs, prizes
and awards, proceeds of life Insurance not needed for expenses of
lazst ilpess and burial, gifts, support, inheritances, rents, dividends
and interest, and so forth. For people who lived as members of an-
other person’s houschold, the committee established a separate
rule:

In recognition of the practical problems that would be
encountered in determining the value of room and board
for people who live in the household of a friend or relative,
the bill would provide specific rules for use in these situa-
tions. Under the bill, the value of room and board, regard-
less of whether any payment was made for room and
board, would be assumed to be equal to one-third of the ap-
plicable benefit standard. For exaunple, an individual who
was entitied to a monthly benefit of $150 on the basis of a
disability and who lived in the home of his son would have
his monthly benefit reduced to $100 whether or not he
paid for his room and board. On the other hand, if the in-
dividual lived in a rooming or boarding house, there would
no reduction in his benefit.?®

18 Ihid., p. 152.
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DeFiNmTions oF BLINDNESsS AND Disasiorry

Under H.R. 1, as introduced, the Secretary was empowered to set
the definitions of disability and blindness in regulations. Asg report-
ed, HR. | specified the definitions in the bill, thereby eliminating
that significant area of secretarial discretion. The bill provided
that the definitions of blindness and disability which were used in
the disability insurance program under title Ii of the Social SBecuri-
ty Act be generally applicable to the disabled and blind under the
new adult assistance program.

The bill also included disabled children under the new program.
The committee report made this statement with respect to the need
to include dizabled children in the program.

It is your commmittee’s belief that disabled children who
live in low-income households are certainly among the
most disadvantaged of all Americans and that they are de-
serving of special assistance in order to help them become
self.supporting members of our society. Making it possible
for disabled children to get benefits under this program, if
it is to their advantage, rather than under the programs
for famiiies with children, would be appropriste because
their needs are often grester than those of nondizsahled
children. The bill, accordingly, would include disabled chil-
dren under the new program. Parent's income and re-
sources would be taken inte account in determining the
eligibiiity and benefits of children under age 21.17

A verson was to be considered disabled if he were unable to
engage in any substantial gainful activity by reason of a medically
determinable physical or mental impalrment which could be ex-
pected to result m death or had lasted, or was sxpected to last, for
not less than 12 months. A child under 18 who was not engaging in
substantial gainful activity was to be considered disabhled under the
hill if ke suffered from any medically determinable physical or
merntal impairment of comparable severity. An individusl (other
than & child) was to be found disabled if he were not only unable to
do his previous work, but could not, considering his age, education,
and experience, engage in any other kind of substantial gainful
work which existed in the national economy, regardless of whether
such work existed in the immediate area in which he lived, or
whether a specific job vacancy existeq for him or whether he would
be hired if he applied for work.

The bill provided that those blind and disabled persons who were
on the benefit rolis in June 1972 under existing State programs
were to be considered blind or disabled for purposes of the pro-
gram.

Hecognizing that under a needs-fested program securing medical
evidence might be difficult for a claimant, the committee bill in-
cluded a provision allowing the Secretary to secure the needed
medical evidence.

A disabled individual who went to work was to have been al-
lowed a trial-work period in which te test his ability to work before

17 ihid., P. 147,
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tute an overpayment if the individual were later found not to have
been disabled.

The bill authorized the Secretary to arrange for adjustment and
recovery inn the event of overpayments or underpayments and to
waive overpayments, if necessary, to schieve equity and avoid pe-
nalizing persons who were without fault.

The right of any persons to any future benefit was not transfera-
bie or assignable, and no money payable under the program was to
be subject to execution, levy, attachment, garnishment, or other
legal process.

REDETERMINATIONS

The bill required the Secretary to determine an individual's eligi-
bility for benefits for each guarter in a year. The committee indi-
cated, however, that that did not mean that quarterly investiga-
tions of all aspects of eligibility would be required in each case.

Bisability and Blindness

The report stated that quarterly redeterminations of disability in
many cases, or blindness in most cases, would serve ne useful pur-
pose. The Secretary therefore was given the authority to make re-
determinations of blindness or disability at such intervals as he
considered reasonable and necessary, considering the severity of
the individual conditions and the purpose of the program.

Income and Resources

Eligibility determinations were to be made on & guarterly basis.
However, the committee stated that “somewhat less frequent rede-
terminations of income and resources would be reguired in the
cases of the very old, blind, or aged recipient or the extremely dis-
abled—cases where large increases in income are unlikely.” When-
ever changes in income did cccur, however, such persons were to
report the changes and appropriate adjustments were to be
made. '8

COORDINATION WITH OTHER PROGRAMS

Beneficiaries and applicants for benefits were required to apply
for, and make every effort to ohiain, any other payment—whether
or not based on need—for which they might be eligible. The com-
mittee indicated that the new program, financed from general rev-
enues and with the benefits based on need, should pay people only
to the extent that their needs are not met from other sources, in-
cluding social security payments, Veterans Administration pay-
ments, and payments from private pension plans. Therefore, an in-
dividual who did not take all appropriate steps to obtain such pay-
ments within 30 days of the date that he applied for adult assist-
ance benefits would not qualify for any payments under the new
program,

12 hid., p. 149,
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Institutionalized Persons

In genersl, persons residing in public institutions were ineligible
for benefits under the committee's version of FLR. 1. However, per-
sons who were residents of certain public institutions, or hospitals
or nursing homes which were receiving medicaid funds on their
behaif were to receive SSI benefits of up to $25 per month reduced
by couniable income. No assistance benefits were to be paid to indi-
yviduals in penal institutions.

HEARINGE AND REVIEW

The bill required that there be notice and opportunity for hear-

ings for any person who disagreed with a determination with re-
spect to eligibility for payments or the amount of payments. The
individual was required to request a hearing within 30 davs of re-
ceiving a notice of the determination. Decisions were to be ren-
dered within 90 days following the request, except in cases regard-
ing a disability determination. Payments made during the hearing
process were te be considered overpayments if the initial deterrmi-
nation was sustained. Final determinations were subject to judicial
review in Federal district court, but the Secretary’s decisions as to
any fact were to be conclusive and not subject to review by the
court.
. The hill provided that the Secretary be empowered to establish
the requirements to be used in selecting hearing examiners; i.e., ex-
aminers would not be selected under the conditions set forth in the
Administrative Procedure Act. In all other respects, however, the
hearings were to be conducted in accordance with the reqmrments
of the Administrative Procedure Act.

PASS-THROUGH

The Social Security Amendments of 1969 reguired that the
States increase their payments for the aged, blind, and disabled by
$4 per month beginning with April 1970, the first month in which
the social security benelit increases provided in that law were paid.
Alternatively, States were permitted to disregard $4 per month of
such increase for the aged, blind, and disabled assistance recipients
who were also social security recipients. This provision was to
expire on January 1, 1972. Under the committee bill, this provision
of the Bocial Security Amendments of 1969 was made permanent
and was made to apply to any optional State supplementary pay-
ments made under the new program.

CABELCADS

The Department estimated that in the first year of the program,
§.2 million aged, blind, and disabled persons would be eligible for
benefits. In fiscal year 1975, the first full year in which the pro-
gram would reach the ultimate benefit level provided for in the
bill, it was estimated that 7.1 million aged, blind, and disabled per-
sons would receive $5.4 billion in benefits.

Below is 2 comparison of the estimates of numbers of adults eligi-
ble for assistance wnder H.R. 1 and under the existing programs.
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TABLE 10.—POTENTIAL FISCAL YEAR 1973 COSTS OF ASSISTANCE PROVISIONS UNDER HR. 1 AS
REPORTED BY THE HOUSE COMMITTEE ON WAYS AND MEANS—Continued '
{in biliors of dollars]

Federaf State and focai Het cast
fo &l

Cuirrent Current govern-
o HR 1 Het cost aw HR L Het aost ents

Total cost of DIOBEAIE oot 94 154 58 51 35 —1b 40
Impact on other programs -1 -1 .. . —.1
Grand total . 9.4 145 5.5 51 35 1B 3.9

! ssumes that ihe Stales, through supplementsl programs, maintsin benefit levels nchdnp the walie of food Stemp  bonages.

2 |ncludes only 6 months of pai/meﬁts {o families in which both pareals are present, neither s incapacitated | and the father & emploved. The
efiective date for this provision is Jas. 1, 1873,

3 et heriefit increases fo reciplests.

Source; House Ways and Means Report on HR. 1, p. 08,
GROWTH RATES

The following annual growth rates were used in making projec-
tions:

TABLE 11.—PROJECTED ANMUAL GROWTH RATES UNDER EXISTING LAW AND HR. 1

[Amounts in percent}

Cusrent Jaw HR !
Caseload:
Aged 24 20
Bliag and disabled 5.0 20
Payments: Aged, BiRG, and dISEBIRG ..o srrrmssismsesmsermssaomsss s sresnsnsiess 23 ]

Source: House Ways and Means Feport on HR. 1, 3 224,

It was assumed that benefit levels would nof change except as
specified in the hill. For both current and proposed programs for
the aged, and for the proposed dissbility program, it was assumed
that Income growth would offset population growth. In contrast, it
was assumed (based on recent experience) that the disabled pro-
gram, if leff unchanged, would continue to grow.

STATE SAVINGS

The following éhart shows estimated savings in welfare expendi-
tures for State and local governments under H.R. 1 as reported for
fiscal year 1973,

TABLE 12.—ESTIMATED SAVINGS IN WELFARE EXPENDITURES FOR STATE AND LOCAL GOVERNMENTS
UKDER HR. 1, FISCAL YEAR 1873

tie millons of dotiars)

State and local savings in welfare expenditures *

Sate Totat Adult Fandty Hold Rarless  Adminisirative

calegories categry [ayment cost
Alabama 324 157 10 i 6.6
flasha 25 ~128 -6 M5 &

Arizona L5 5.8 L 3 35
BERBISES c..covsseasres s b cseot s teessssssnets e 187 124 N CR— 27
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The estimates of State savings assumed that all States would
turn over administration of any supplemental programs to the Fed-
eral Government and would, thus, incur no administrative costs.
These administrative costs savings were estimated by projecting
forward current State costs at the rate thal wage and salary
income was expected to grow (6.3 percent per year), It was also as-
sumed that States would maintain their current benefit levels in-
ciuding food stamp benefits.

LEGISLATIVE ACTION

House Floor

On June 22, 1971, H.R. 1 passed the House by a 288 to 132 rojl-
call vote. Barlier the same day the House had defeated a motion to
delete the Family Assistance Plan from the bill.

Senate Action

On July 27, 1971 the Senate opened hearings on H.E. 1. Hearings
were also held on July 29, The commiitee took no further action on
the measare, but Chairman Long promised that action would
regume in 1972,

Apurr Assistance Is FEperaLiveD, Mator WELFanE Rerory Digs

On October 17, 1972, Congress passed H.E. 1 (Public Law 92-608)
which federalized the existing Federal-State programs of assistance
for the aged, blind, and disabled. Individuals with no other income
were to receive a minimum monthiy Federal payment of 180 per
month (3196 for a couple). States were permitted to supplement if
they wished to do so.

Provisions aimed at reforming the AFDC program were deleted
from the bill by House and Senate conferees. The consideration of
H.E. 1 in the Senate was limited, with that body only beginning
debate on the comprehensive bill on September 27, & weeks before
the adjournment of Congress.

The remainder of this chapter details the events of 1972 leading
to the ultimate passage of welfare reform for aduits and deletion of
any major program changes for the family programas.

SENATE ACTION

From January 20 through February 15, 1972, the Senate Commit-
tes on Finance held hearings on the House-passed hill. On June 13,
the commitiee anmounced tentative approval of HLE. 1. With re-
spect to the adult program, the Finance Commitiee proposed to
abandon the House plan to eliminate the current Federal-State
programs of aid to the aged, blind, and disabled and to replace
them with a single Federal program. The committee proposal con-
tinued State administration of the programs of aid to the aged,
blind, and disabled (in contrast to the federalized administration
cailed for by the House biil) but set a Federal guaranteed mini-
mum income level for the aged, blind, and disabled.
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abled. However, there would be an incentive for the States
to exercise control over caseload growth since they would
be required to pay a part of the costs related to all addi-
tional recipients once the Federal base amount is exceed-
ed.

In 1974, it is estimated that this formula would result in
Federal Payments to the aged, blind, and disabled of $4.2
hillion (compared with $2 hillion under existing law). State
costs under the bill would be $0.2 billion compared with
$1.4 hillion under existing law, vielding fiscal relief for the
States of $1.2 billion. The same formulas would apply with
respect to assistance for the aged, blind, and disabled in
the remaining months of 1972 and in 1973. It is estimated
that this will result in State savings of $0.2 billion this
year and $1 billion in 1973.1°

FEDERAY. FLIGIBILITY STANDARDS

Income

In addition to providing for a monthly disregard of $50 of social
security or other income, the commitiee approved an additional
disregard of $50 of earned income plus one-half of any earnings
above $50. The committee also provided that any rebate of State or
local taxes received by an aged, blind, or disabled person was not o
be counted as income or assets.

Eligibility for Other Benefits

The committee proposal required applicants to apply for any
other benefits for which they might be eligible.

Definitions of Blindness and Disability

The committee approved amendments setting a2 Federa! defini-
tion of blindness and disability. Disability was defined an "“inability
to engage in any substantial gainful activity by reason of any medi-
cally determinable physical or mental impairment which ¢an be ex-
pected to result in death or has lasted or can be expected to Jast for
a continuous period of not less than 12 months.” This definition is
the same as the definition of disability used in the social security
disability program. The definition further specifies that disability is
met only if the disability is so severe that an individual is “not
only unable to do his previous work but cannot, considering his
age, education, and work experience engage in any other kind of
substantial gainful activity which exists in the national economy
regardless of whether such work exists in the immediate area in
which he lives or whether a specific job vacancy exists for him, or
whether he would be hired if he applied for work.”

Blindness was defined as central visual acuity of 20/200 or less
in the better eye with the use of correcting lens. Also included in

19 {185, Congress, Senate. Committee on Finance. Social Security and Welfare Reform-—8um-
mary of the Principal Provisions of H.R. 1 as Defermined by the Committee on Finance. (Com-
mittee print) Washington, U.S. Qovt. Print. Off, June 13, 1972 115.

33~4316 O—84-——11



157

TasLE 12.—4id to the aged, blind, and disabled—1974 (estimated)

fIn millions of dollars] Cost
Present law:

Welfare pa.ymem&, to aged biind, dizabled... 2.2
Administration........... 2
FOOC BLAINIIS 1 1vvreierrvrcvrerervesersrarssmrarrasessresessensssensronsarsessnssesesessienssaesassenssssmarsvsensesveves 3
SUBLGEAL 1ottt ere et bbb et ke b e e e b seae e banbennte s 2.7

Committee bill increases:
" Welfare pdyments mcludmg food stamp cash- out) ......................................... 2.2
Administration........cou.. . 3
Food stamps...civveeervieees 3
Total increase.. 2.2

Seurce: Commiitee Pnnt Iune 13 1‘}‘72 Summary of the Prlncipal Prowsmns of HER. 1 as
determined by the Committee on Fmance P 327,

FINANCE COMMITTEE REPORT

From June through October, the committee intermitiently held
executive sessions on the bill, modifying many of the provisions
which had been approved in the June 12 tentative bili.

On September 26, 1972, the Senate Finance Committee reported
the bill (H.R. 1, 8. Rept 92-1730) overhauling the Nation's welfare
system and replacmg the existing programs of aid to the aged,
blind, and disabled with a new Federal program of supplemental
security income,

Below is a detailed description of the adult category provisions of
the bill:

Benefit Levels

Aged, blind, and disabled persons with no other .incame were
guaranteed a monthly income of $130 per month H195 for a
couple). States were free to supplernent if they go chose.

Federal Funding/Fiscal Relief

The income levels under the bill were high enough to larpely re-
place the payments then being made to the needy aged, biind, and
disabled under State public assistance programs. Thus, the new
program represented a considerable savings to the States. For 1974,
it was estimated that the States would save $0.5 billion in their
adult category program. In addition, the States could save adminis-
trative costs since the bill authorized agreements between the
States and HEW for Federal administration of State supplemental
payments without cost to the States,

Administration

The bill provided that if a State chose {0 make supplemental pay-
ments, and contracted with the Fadersl Government for Federal
administration of the supplemental payments, the Federal Govern-
ment would pay the full cost of administration. If the State chose
to administer its own supplemental program, it would have to pay
the full cost of administration.

The committee report indicated that the committee was con-
vinced that by utilizing the administrative structure of the Social
Security Administration excessive expansion of the Federal bu-
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regardless of whether any payment was made for the room and
board.
The bill provided for the following additional exclusions:

(1) Contributions of an emplover into a health insurance or
retirement fund.

(2) Rebates of State or local taxes,

(3) Payment provided on the basis of need by a State or local
government (including from Indian tribes) to supplement the
Federal SSI benefit (basically the S8 State supplement).

(4) Irregular and infrequent unearned income of $60 or less a
guarter.

(6) Home produce used by members of the household for
their own consumption.

(6) Cne-third of any payment received from an abseni parent
for the support of a child eligible for S8I payments; and

(7) Income received by eligible individuals for the care of a
foster child placed in the individual’s home by a public or non-
profit child placement or child care agency.

Resources

Individuals or couples were not to be eligible for payments if
they had countable resources in excess of $2,500. The House bill
had set a resource limit of $1,500. The following items were ex-
cluded from resources:

(1) The home to the extent that itg value did not exceed a
reasonable amount, to be determined by the Secretary.

{2) Household goods and personal effects and an automobile
not in excess of a reasonable amount, to be set by the Secre-
tary.

() Resources essentizl to an individual’'s means of support.

{4} Life insurance policies if the total face value is less than
$1,6090. In the case of a couple, each could have a life insurance
policy of up to §1,500 face value. Otherwise, the cash surrender
value of an insurance policy would count as a resource; and

(5) Income producing property not used as part of a trade or
business would be excluded from the resource limitation only
to the extent that it was producing a reasonable return. The
exclusion would be based on a fixed percentage return, to be
set forth in the regulations of the Secretary, in order to permit
adjustments for changing economic conditions.

The bill also provided that assets such as buildings or land not
used as the individual's abode which were not readily convertible
to cash must be disposed of within a time limit prescribed by the
Secretary. The Secretary may, however, pay conditional benefits
during the period allowed for disposal.

The bill also provided that an individual was ineligible if he dis-
posed of property to a relative for less than fair market value
within one year prior to his application for benefits if retention of
the property would have made him ineligible.

Definition of disability and blindness

The committee bill provided that the definitions of blindness and
disability which are used in the disability insurance program estab-
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Coordination with Other Programs

Food stamps

Under the commitiee bill (as under the House-passed bill) indi-
viduals receiving an S8I payment were not eligible for food stamps.
They also were not eligible for surplus commodities.

Social services

H.R. 1 contained provisions regarding Federal matching for
social services. A new title VI of the Social Security Act covered
services for beneficiaries of SSI.

The new title authorized the provision of rehabilitation and
other services fo help aged, blind, and disabled individuals to
obtain or retain capability for self-care. Federal matching was sub-
ject to the limitation which had not then been acted upon by Con-
gress but which was contained in the conference committee substi-
tute for the Senate amendment to the State and Local Fiscal As-
sistance Act of 1972.

Under the substitute, Federal matching for social services under
programs of aid to the aged, blind, and disabled and AFDC were
subject to a State-by-State dollar limitation effective beginning
fiscal year 1973, Fach State was limited to its share of $2.5 billion
based on the proportion of pepulation in the United States. Child
care services, services provided to a mentally retarded individual,
services related to the treatment of drug addicts and alcoholics,
and services provided a child in foster care could be provided to
persons formerly on welfare or likely to become welfare recipients
as well as current welfare recipients. At least 90 percent of expend-
itures for all other social services had to be provided to individuals
receiving aid to the aged, blind, and disabled of AFDC. Until a
State reached the limitation on Federal matching, 75 percent Fed-
eral matching would continue to be applicable for social services as
in existing law.

Medicaid

Ender existing law, the States were required to cover all cash as-
sistance recipients under the medicaid program. The commitiee
bill, like the House-passed bill, exempted from this requirement
persons who were eiligible for 881 but who would not have been eli-
gible for assistance under the State welfare programs for the aged,
blind, and disabled as they were in effect prior to the initiation of
the new program. The Secretary of HEW was authorized to enter
into contracts with the States for Federal determinations of eligi-
bility for medicaid. The States were required to pay 50 percent of
the administrative costs incurred by the Federal Government in
making the medicaid determinations which are in addition to the
costs of making the determinations for cash payment eligibility.

Vocational rehabilitation

Under H.R. 1, as reported by the Committee on Finance, all indi-
viduals under the age of 65 who received SSI benefits based on dis-
ability or blindness were to be referred {o the State vocational re-
habilitation agencies for rehabilitation services. The Secretary was
authorized to pay the full costs of the vocational rehabilitation
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Total INCPEASE ..ot s et e s eae 3.1
Bource: Committee on Finance report on H.E. 1, p. 463

SENATE FLOOR ACTION

On September 27, 1972, the Senate opened debate on H.E. 1. On
September 29, the Senate by a unanimous vote of 75 yeas passed
the Long amendment to provide a Federal supplemental security
income program for the aged, blind, and disabled to replace the ex-
_ isting State programs effective Janwary 1, 1874, The adopted
amendment was, essentially, the version of the supplemental secu-
rity income program which had been reported by the Senate Fi-
nance Committee. It guaranteed the aged, blind, and disabled an
income of $130 per month (3195 for couples) and included a disre-
gard of the first $50 of income. The program was 1o be adminis-
tered and fully financed by the Federal Government.

Amendments Adopted

{1} Provided that an individual would not suffer a reduction
in assistance payments if he shared rent or room and board
with another individual. Senator Long indicated that thig
amendment was in keeping with the intent of the committee,. 20

(2) Made individuals eligible for assistance if their resources
were within allowable limits in their respective States but over
the maximum lmits of the commitiee version of HLR. 1.

(3) Retained food stamp program eligibility for recipients of
assistance to the aged, blind, and disabled. Senator Case of
New Jersev, who introduced this amendment, pointed out that
“While HR. 1 establishes a benefit floor for these categories
where previously the States set their own levels, the welfare
bill in section 502 alse deletes food stamps for all aged, blind,
and disabled welfare recipients. Moreover, while section 509 es-
tablishes a mechanism for the States to pay out the difference
to current food stamp recipients in cash, it does not guaraniee
that the States will maintain their current benefit levels, or
that the amount of cash in addition to the minimum floor will
be equal to the loss in dollars accrued through the food stamp
coupons.” 21 Senator Long argued against this provision, ex-
plaining that the benefit levels set in the bill already included
a cash-out.

{4) Persons living in the household of another were not to be
subject to the one-third reduction if they made reasonable pay-
ment for such support and maintenance.

(8 Expanded the citizenship requirement to include an alien
permanently residing in the United States under color of law.
This was defined 80 as to include Cuban refugees lawfully
present in the United States.

6 Long, RusseH, Social Security Amendment of 1372, Remarks in the Senate. Congressional
Record, v. 118, October B, 1972: 3URER.
2t Cage, Clifford. Thid, p. 38586,
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igrograms were deleted from the bill by the House and Senate con-
erees.

The bill as it finally went to the President federalized the exist-
ing Federal-State programs of assistance to the aged, blind, and dis-
ahled effective January 1, 1974, Individuals with no outside income
were to receive a minimum monthly Federal payment of $130 (3195
for a couplel. Up to $20 per month in unearned income and $65
plus one-half of the remainder in earned income were to be disre-
garded in determining eligiblity for assistance.

The bill was signed inte law on October 30, 1472,

CongrESSIONAL InteENT v BsTasrissing tae S8I Procram

Under the Social Security Amendments of 1972, the program of
supplemental security income (SSI) for the aged, blind, and dis
abled began on January 1, 1974, This new program replaced the
former programs of aid to the aged, aid to the blind, and aid {o the
permanently and totally disabled, which had been operated by the
States with Federal financial assistance for close to 40 vears.

The Congress intended the new 581 program to he more than
just a Federal version of the former State adult assistance pro-
grams that it replaced. The report of the House Committes on
Ways and Means said that although social security payments and
other sources of income were sufficient to keep the total income of
the majority of the aged, blind, and digabled from falling below the
poverty line, some such people received relatively small social secy-
rity benefits because they had not heen able to support themselves
through work. The social security program, therefore, had to be
complemented by a new assistance program, stated the commities
report.?® '

The House report said that “under the new Federal program,
uniform eligihility requirements and uniform benefit payments
would replace the multiplicity of reguirements and benefit pay-
ments under the existing State-operated programs.” 2¢ The new
program was designed with a view toward providing:

{1} An income source for the aged, blind, and disabled whose
income and resources were below a specified level,

(2) Incentives and opportunities for those able to work or to
be rehabilitated that will enable them to escape from their de-
pendent situations; and

(3) An efficient and econcmical method of providing this gs-
sigtance.®?

The report of the Senate Cominittes on Finance stated:

The commities bill would make a major departure from the
traditional concept of public assistance as it now applies to the
aged, the blind, and the diegbled. Building on the present
social security program, it would create a new Federal pro-
gram administered by the Social Security Administration, de-
gigned to provide a pesitive assurance that the Nation's aged,

#2 1] 3. Congress. House, Committes on Ways and Mesns. Social Becurity Amendments of
1871, Report to accompany H.R. 1. May 26, 1371, p. 146-147.

2 Thid,, p. 147

25 Fhid,, p. 147,



the first §20 of monthly income from any source (other than need-
related income) and the first 365 of monthly earned income plus
one-half of remaining earnings. (The conference report does not ex-
plain why the apecific dollar amounts of the disregards were
chosern.)

{4) The Social Security Administration (SSA) was to administer
881, and to do so in a manner as comparable as possible to that
used for the sccial security program. While it was understood that
modifications would be necessary te make the systems of the SS5A
work for the new 88I population, this was seen as an add-on rather
than & new system. The S8A had a longstanding reputation for
dealing with the public in a fair and considerate way, but with
scrupulous regard for the requirements of law, Thus, it was expect-
ed that both recipients and taxpavers would be pleased with the
nREW Prograim.

For the most part, the nature of the S8I program is expressed by
its title. It was conceived as a guaranteed minimum income for the
. aged, blind, and disabled that would supplement income received
from the social security program and as an income-related program
to provide for those who were not covered under social security or
who had earned only a minimal entitlement under the program.
During the Senate debate on FLR. 1, Mr. Long said S8 was “one of
the most ambiticus things” recommended that vear by the commit-
tee.2” Hé said that the benefits of the new program would go so far
beyond those offered under the State relief programs that “we
think it should not be regarded as a welfare program.” For that
reason, he said, the committee referred to it as supplemental secu-
rity income for the aged, blind, and disabled.

THE SUPPLEMENTAL SEC%RITY INCOME (88I) PROGRAM:
187483

OVERVIEW

The supplemental security income (58I) program provides a cash
income fleor for aged, blind, or disabled persons, in the 5} States,
the District of Columbia, and the Northern Mariana Islands. It was
enacted as title XVI of the Social Security Act by the Social Securi-
ty Amendments of 1972 and became effective January 1, 1974. The
program provides federally funded and administered monthly pay-
ments to aged, blind, or disabled persons who have little or no
income and counted resources.

SSI replaced the Federal-State programs of old age assistance
and aid to the blind established by the original Social Security Act
of 1935 and the program of aid to the permanently and totally dis-
abled established by the Social Security Amendments of 1950.
Under the former programs, Federal matching funds were offered
to the States to enable them to give cash relief, “as far as practica-
ble” in each Siate, to persons in eligible categories whom the
States deemed needy. The States set benefift levels and adminis-
tered these prograins.

27 Congressional Record. Sept. 29, 1972. Senaie. p. 32898
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TABLE 18.-—SSt FEDERAL PROGRAM COST BY ACTIVITIES—Continied

fls wilfion of dofiars)

Fiscal year—

1982 1883 2
{12 payments} (13 payments)

5. Federal fiscal liability 16 27
Total Federal direct program .......... 7,604 8,798
B. State-financed State SUPDIEMENLS .....vvirriricommmimismerssmsresssns s 1,812 2,010

1 Estirmated,
Soiree: Offiee of Research and Statistics, Sochal Seewrlly Administration.

EriciiuiTy

The basic eligibility requirements of age, blindness or disability
have not changed since the program began in January 1974. The
aged are defined as persons 65 years and older. The blind are indi-
viduals with 20/200 vision or less with the use of a corrective lens
in the person’s better eye or those with tunnel vision of 20 degrees
or less. If a person’s visual impairment is not severe enough fo
meet the definition of blindness, he or she still might qualify as a
disabled person. Disabled individuals are defined as those unable to
engage in any substantial gainful activity by reason of a medically
determined physical or mental impairment expected to result in
death or that has lasted, or can be expected to last, for a continu-
cus pericd of at least 12 months. The test of “substantial gainful
activity” (8GA) has increased over the years. In calendar years
before 1976, if a recipient had counted earnings averaging more
than 3200 a month he was considered to be engaging in SGA. Be-
ginning with calendar vear 1980 the SGA level had remained con-
stant at $300 monthly in counted income, which is smaller than
gross income. Impairment-related expenses are subtracted from
earnings. The eligible individual or couple also must reside in the
{nited States or the Northern Mariana Islands and be a U.S. citi-
zen, an alien lawfully admitted for permanent residence, or an
alien residing in the United States under color of law.

Disabled or blind children, as well as adults may be eiigible for
481, in contrast to the former programs, which gave such aid only
{0 adults. It makes ne difference how young a person is. A child
under 18 may be found disabled if he or she has a physical or
mental impairment that is comparable in severity tc one that
would prevent an adult from working and that is expected to last
at least 12 months or result in death. Persons who are retarded
may be considered disabled, depending on their 1Q and other fac-
fors.

Since 881 payments are reduced by other income, applicants and
recipients must apply for any other money benefits due them. The
Ways and Means Committee report on HLE. 1 said that the S8 pro-
gram, financed from genera! revenues and with the benefits based
on need, should pay people only to the exient that their needs were
not met from other sources. The BSA works with recipients and
helps them get any other benefits for which they are eligible, such
as social security. However, a person who participates in the aid to
farmilies with dependent children (AFDC) program cannot also re-



condition of the alien’s admission for permanent residence in the
United States. Thus, in determining the eligibility of aliens apply-
ing for 851, the income and resources of their sponsors are consid-
ered. After allowances for the needs of the sponsors and their fami-
lies, the remainder is deemed available for the support of the alien
applicant for a 3-vear peried affer entry into the United States.
This provision does not apply to those whe become blind or dis-
abled after entry into the United States, to refugees, or to persons
granted political asylum.

Tazpr 19.—Basic Eligibility Conditions

AFEQ .ot 0D OF Older.

Blind ...... e Vision no better than 20/200 or limited visual
field of 20° or less with the best corrective
eyeglasses,

Disabled......ccvvvennnnnion... A physical or mental impairment which prevents

a person {rom doing any substantial work and is
expected to last at least 12 months or result in
death.

e BL500 for an individual.

e $2.250 for a couple.

.. Below $314 & month for an individual.

Below 3472 a month for a couple.

11.8. ¢itizen or immigrant lawfully admitted for permanent residence.

Resident of the United States or the Northern Mariana Islands,

Dizabled must accept vecational rehabilitation if available.

Disabled addicts and alcoholics must accept appropriate trestment if available.

! Not all resources ave counted in determining eligibility.
# Not ail income is counted in determining ebgibility. Alse, s person may have inceme above the limit and
he eligible for a State supplement only, but the Income levels vary with each State.

INCOME AND RESBOURCE LIMITATIONS

Individuals and couples are eligible for SSI if their counted in-
comes fali below the Federal maximum monthly 85I benefit, cur-
rently $314 per individual and $427 per couple. If only one member
of a couple gualifies for 881, part of the ineligible member’s income
is considered to be that of the eligibie spouse. If a couple has been
separated or living apart for more than 6 months, each person
treated as an individual. If an unmarried child living at home is
under 18, some of the parent’s income ig considered to be that of
the child.

The termm “income” includes cash, checks, items received “in
kind” such as food and shelter, and many items that are not con-
gidered income for Federal or other tax purposes. Wages, net earn-
ings from self-employment, earned income tax credits, and/or
income from sheltered Worksh.ops are considered earned income.
Social security benefits, workers or veterans’ compensation, anny-
ities, rent, and interest are examples of unearned income.

An individual does not have to be totally without income to be
eligible for SS81 payments. Maximum SSI payments are made (as-
suming the other conditions of eligibility are met) if the individual
or couple has no “countable” income in that particular month, If
the individual or couple has “countable” income, a dollar-for-dollar
reduction’ is made against the maximum payment.

Not all income is counted for 88! purposes. Major exclusions in-
clude the first $20 of monthly income from virtuslly any source

33-416 O—B4—12
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(31,500 for an eligible individual and $2,250 for a couple} for a
period of 24 months frem the date of transfer.

BENEFITS

The amount of monthly Federal SSI benefits is determined by
the recipient’s countable income, living arrangement and roarital
status.®! The criginal maximum monthly 88T benefit was §130 for
a single person and $195 for a couple. But before the program
started legislation was enacted that raised the maximum benefits
to $140 for an individual and $210 for a couple (see table 20). Effec-
tive July 1, 1974, these amounts were raised to $146 for an individ-
ual and to $219 for a couple. Benefits are indexed to the Consumer
Price Index. (CPD) and are increased by the same percentage as
social security henefits. Until 1983, cost-of-living increases were
provided annually in July if the CPI for the first quarter of the cal-
endar year increased by at least 3 percent over the first quarter of
the previous year. Public Law 898-21, the Social Security Amend-
ments of 1983, provided for a benefit increase of $20 for an individ-
val and $30 for a couple on July 1, 1983, increases of 7 percent, and
postponed the cost-of-living adjustment until January 1, 1984, The
danuary 1984 cost-of-living increase equalled 3.5 percent and was
based on the CPI for the first quarter of 1988, over that for the
first quarter of 1982, All future adjustments are to be provided an-
nually in Janaary if the CPI for the third guarter of the current
year increased by at least & percent over the third quarter of the
last year in which a cost-of-living increase was provided. The maxi-
mum monthly 551 benefits are currently (January-December 1984)
$314 for an individual and $472 for a couple. Public Law 98-21 also
required that SSI eligibility amounts and monthly payments be
rounded down to the next lower dollar instead of rounded up to the
next higher 10 cents. Rounding down was to begin afier the next
cost-of-living adjustment had been made.

31 4 couple need not be ceremonially married, Section 1614(d) of the Sccial Security Act says
that if & man and woman are found to be holding themselves out to the community in which
they reside as husband and wife, they shall be so considered for SSI purposes
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If the individual or couple has retirement or other unearned
income--such as social security benefits, annuities, rents, inter-
est—3$20 a month is excluded from countable income, and the rest
causes a reduction in the 581 payment, dollar-for-dollar.32

If the individual or couple has earnings from current work, $65 a
month is excluded and 50 percent of remaining earnings are sub-
tracted from the 88 pavment, that is, the 881 benefit is cut $1 for
each 32 of earnings ahove $65 a menth, 53

If earnings are the only type of income the individual or couple
has, then $85 a month is exempted and 5} percent of remaining
earnings are subtracted from the 581 payment % (gee table 21). For
the blind and disabled only, the cost of an approved plan to achieve
self-support is also disregarded and reasonable work cxzpenses asso-
ciated with the disability are disregarded, too. The Social Security
Disability Amendments of 1980, Public Law 96-265, defined income
received in sheltered workshop and work activity centers as earn-
ings and thus qualified it for the earned income disregards.

TABLE 21.-~-FEDERAL INCOME ELIGIBILITY CEILINGS UNDER S35, JANUARY-DECEMBER 1984

Receiving only social security or Raoeivi:;g anly wage novaie
oher Intorne ofher it wages -

Moathéy L Anaatly  Monthly frnually
1L $334 $4,008 $713 $8,556
QU o e 5964 102 12348

As countable income (total income minus disregarded income) in-
creases, a recipient’s 551 payment level decreases dollar for dollar.
Eligibility for SSI ends when countable incoms equals the Federal
551 benefit plus maximum State supplementary payment levels,

The value of in-kind assistance is counted as income unless such
in-kind assistance is specifically disregarded by statute. Generally,
in-kind assistance provided by or under the suspices of a federally
assisted program, or by a State or local government {for example,
nutrition services, food stamps, housing or social services), will not
be counted as income. However, the S5l payment is reduced by
one-third if an SHI recipient or couple is living in another person’s
houschold and receiving support and maintenance in kind from
that person in the form of both food and shelter. Thus, instead of
counting the value of the in-kind support snd maintenance as

32 The formulas for deriving the SSI payment for individuals or couples with only unearned
income (1) i 1384, when the Federal guarantees are $314 per individual and a $472 per couple:
314 (U 200351 payment,
834 - U =551 payment,
47Z— (U-ZO) I payment,
452 — U= 58I payment.
23 The formulas for deriving the 381 payment for individuals or couples with both earned (1}
and unearned income (17) in 1984 are:
314 [(E""55/ 24+ U--20)]=581 payment,
334U~ (B-65)/2— 88} payment,
472 (AR Z - 1T-20 = 55T payment.
3¢ The formula for deriving the 551 payment for individuals or couples with oniy earned
income (E) in 1984, when the Federal guarantees are $314 per individual and §472 per couple,
are:

314 (F-85)/2==881 payment,
472 (E-85)/2=55] payment.
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DEEMING OF INCOME AND RESOURCES

The income of an ineligible spouse who lives with an adult S81
applicant or recipient is considered in determining the eligibility
and amount of payment o the individual. The income of the par-
ents of a disabled child under the age of 18 is also considered in
determining the eligibility and payment for the child. In determin-
ing the amount of the income of the ineligible spouse or parent to
be deemed to the 85I applicant or recipient the needs of the spouse
or parent and other children in the household are taken into ac-
count. In addition, the SSI earned income disregards are applied in
determining the amount of income to be deemed to the SSI appli-
cant or recipient. For example, if the countable income of an ineli-
gible spouse exceeds the difference between the SS8I benefit stand-
ard for an individual and a couple in that State (including State
supplementation) the excess is deemed available to the S8I appli-
cant or recipient.

For example, in a Blate with no State supplementation the deem-
ing procedure would work as fellows for an ineligible spouse earn-
ing $400 per month living with an eligible individual with 3180 of
gocial security benefits:

Farned income of ineligible individual ... $400.00
Less $65. ~65.00
Tess (me—half of r&mammg earmngt: ($ 535} --167.50
Countable INCOIME oot rea s 167.50

Less difference between S8 paymcm standard for an individual and
couple.... 158 G{}
Amount desmed to eligible individual... 9 ")0

Thus, the benefit for the ehglble mdwaduai WIH bhe $144.50
[$314 - (3180 less $20 exclusion) - $9.50]. Without deeming, the mdk-
vidual would have received $154 [$314 —($180 less $20 exclusion)].
The $20 exclusion can only be used once and is first applied to un-
garned mncome.

Resources of the spouse or parent may also be deemed to a recip-
ient when they are in excess of the amount that would be excluded
if the spouse or parent were applying for 581 payments. Parental
resources are not deemed to a child who is 18 years or older.

This process of deeming invelved 60,000 recipients in December
1986, Two-thirds of those with deemed income were adults, the ma-
jority of whom were disebled. The average monthly amount of
éeemed income was $125.73, $125.29 for adults and $1286.66 for chil-

ren,

STatTE PAYMENTS

The S5 program establishes a basic Federal floor of income for
the aged, the blind, and the disabled regardiess of where they live
in the country, However, under the former adult assistance pro-
grams, some States, because of their greater resources or the
higher cost of hvmg, were making larger payments to recipients
than were provided by the new Federal S8I program. To deal with
thiz sgituation, the Sgi law encouraged States to supplement the
basic Federal payment by offering Federal administration of the
supplementation at Federal expense and “hold harmless” protec-
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who live alone, and those in an old-age home, or those who live in
an urban area where the cost of living is high and to these who
live on farm. The States are limited to a total of eight variations
per aged, blind, and disabled category. Under Federal administra-
tion, the Federal Government issues one check combining the Fed-
eral and Staite payments, and the State government later reim-
burses the Federal Government for its share of the combined
check.

Under State administration, the State retains system flexibility
and conirol, issues its own checks, and assumes full responsibility
for program and administrative costs. While State administration
enables a State to retain control of the supplementary program,
the SSA is required to monitor the mandatory supplementation
payments. Therefore, the States must agree to provide pertinent
records and additional data as needed to enable the Secretary and
the Comptroller General to review compliance with the mandatory
minimum income level provisions.

HOLD HARMLESS PROTECTION

Hold harmless payments, now being phased out, were established
to protect States that chose Federal administration of State SSI
supplementation from having to pay out of State funds any more
than their calendar year 1972 assistance expenditures for the aged,
blind, and disabled to maintain pre-85] benefit levels.?® This hold
harmless protection compensated States for the increased costs
caused by the growth in the recipient population, but did not cover
increases made in supplementation levels. Hence, when the Feder-
al SSI benefits were Increased, the amount of the State’s mandato-
ry supplement was decreased by an equal amount, since the State
was required to make supplementary payments only up fo the De-
cember 1972 level. The result was that increases In Federal SSI
payments reduced the protected portion of a State’s supplementary
payments, thereby reducing hold harmless payments.

By fiscal vear 1977, only Hawali, Massachusetts, and Wiscongin
were entitled to hold harmless protection.

Public Law 94~585, enacted in 1976, provided that cost-of-living
increases or any general increase effective after June 30, 1977,
would be disregarded in computing the amount of protected pay-
ments to be credited toward reaching hold harmless. This change
in law helped perpetuate hold harmless protection for the States of
Hawaii, Massachusetts, and Wisconsin through fiscal year 1982, In
fiscal year 1982, only Hawali and Wisconsin remained eligible for
hold harmless proteciion. The 1982 continuing resolution provided
for a reduction in hold harmless payments for Hawaii and Wiscon-
sin. Public Law 97-248 continued the phase out of hold harmless
payments as follows: hold harmless payments were reduced to 40
percent of what they would otherwise have been in 1983, to 20 per-
cent in 1984, and to zero in 1985,

38n fiscal year 1975, California, Hawaii, Massachusetts, Nevada, New Vork, and Wisconsin
benefited from hold harmiess protection.
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TABLE 22.—MNUMBER OF PERSONS RECEIVING PAYMENTS, BY TYPE OF PAYMENT AND REASON FOR
ELIGIBILITY, JANUARY 1974 AND DECEMBER 1974-82—Continued

State supplesientation

Federally Federal
ionth and year Totat adminis- g Federally administered State administered
tored 1 Tatal

Tofst ® Oniy Totat {nly

fecember 1979
December 1980 ...
December 1983 ...
Lecember 1982

. 1,903,384 1871716 1593436 859,301 718,207 278.23¢ 146,894 31668
1,838,406 1807776 1533366 837411 V02763 274410 134648 30,630
- LTOT12R 1578090 1429871 783509 549758 24821% 133841 29,835
o LOTB95G 1548747 1378485 727840 597080 219256 130560 3028

BLIXD

13,850 72380 55,880 45828 37326 16710 8502 L1460
75528 74,616 {5} (%) {%) (5} 5898 §12
75315 74489  BB3TS 36309 31376 6114 4833 826
1273 16,366 69,083 38215 33484 T8 4731 857
78368 77,362 b6%53¢ 33868 3440 78BS 4467 1006
T80T TRAZF 68392 39214 3022 833 4192 892
8D TI250 67973 39,603 3nGE6 9277 3997 860
75,138 78401 68245 39847 36714 8456 3533 733
19,185 T8N0 69261 39816 36327 §300 3489 615
71528 77356 68584 39006 35584 BI7Z 342 33

DISABLED

1285701 1278122 1208783 69501 672575 68350  969% 7,068
. 1564322 1535539 (%) sy {5 8y w018 878
. 1950625 1,932,681 1800279 027209 808725 132402 113506 17,944

Jamaaty 1974......
December 1974 ..,
December 1975...
December 1976 ...
December 1977 ...
December 1978 ...
December 1979 ..
December 1588 ...
December 1981 ...
December 1982

Jazuary 1974
December 1974
December 1975 ...

December 19786 ... - L032,675 2011876 1,862,668 938711 830,463 149208 109,248 ° 20,799
December 1977 ... - 2,330,868 2,169,469 1.943,175 981524 BRI,057 166234 112467 21,459
December 1978 .., o LIBLIGZ 2171890 2000820 10M4A67 907,037 171070 7430 191712
December 1979 ... . 2,220,824 2,000,609 2023660 1036240 930410 174949 105830 20,215

December 1980 ...
December 1981 ..
December 1982

- 276,258 2,266,840 2,080,100 1,050,118 945788 175740 104330 20,418
. 2,286408 2,262,210 2090371 1044932 938194 171,244 105738 18,193
. L.251,080 2,231,483 2075232 1024334 917741 156,281 107,193 19887

L Al persans with Federal S5 payments anc/or federally administered State supplementation.

2 tfl pggrzs with Federal §5¢ payments whettier veceiving Federal payments coly or boih Federal SSI and federally administered Stete
supplementation. .

3 A persons with federally acministered State supplementation whether receiving State supplementary payments only or both Federal 581 and
federally administered State sunplementation.

4 A porsons with State sdntinistersd Stale supplemnentation whether receiving Slate supplementary payments only or both Federal 351 and State
adminnisged 1Slate!sg|;miementatiuﬂ.

& Data nol available.

Source: Social Security Bulielin. Aonual Statistical Supplement, 1382,

BLIND PERSBONS

The number of blind 551 recipients increased from almost 74,000
in January 1974 to more than 78,000 in December 1977, then
dropped slightly in 1978 and began to rise again in 1979 reaching a
peak of 79,000 in December 1981, The number of recipients dropped
back to 78,000 in 1982 (see table 22). As of September 1983, there
were approximately 79,000 S51 recipients who were blind. Of these,
23,000 were over 65 years old.

DISABLED PERSONS

The number of disabled 85I recipients has increased steadily
from the 1.3 million in January 1974 to the nearly 2.8 million in
December 1981, a T7-percent increase. In December 1982, the
number of disabled SSI recipients declined slightly; however, ap-
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TABLE 23.~~-SUPPLEMENTARY SECURITY INCOME: NUMBER AND PERCENTAGE DISTRIBUTION OF ALL
ADULTS RECEIVING FEDERALLY ADMINISTERED PAYMENTS, BY REASON FOR ELIGIBILITY AND
AGE—Continued

hga Tota) Aged Bling Disalpled

7518 121 7.6 5.1 5
80 or older 16.3 37.5 10.2 d

Source: Social Security Administration.

In December 1982, only b5 percent of the adult S8I population
were age 65 or older; of these a little more than half were 75 vears
of age or older. More than three-fourths of disabled recipients were
under 65; almost half of the disabled were between the ages of 40
and 64 (see table 23),

Due to the large numbers of nonaged disasbled persons receiving
SSI, the proportion of the SSI population aged 65 or older has de-
clined from 60 percent in 1975 (61 percent in January 1974) to 55
percent in 1982. This change in the age distribution would have
been greater had not the percentage of disabled persons aged 65 or
older doubled.

LIVING ARRANGEMENT

in December 1974, 85.8 percent of 55! recipients lived in their
own household, 9.8 percent lived in ancther persen’s household,
and 4.4 percent were in a medicaid facility (see table 24). The com-
parsble figures in December 1982 were 88.1 percent, 5.3 percent
and 5.5 percent, respectively (see table 24}

TABLE 24.—SUPPLEMENTAL SECURITY INCOME FOR THE AGED, BLIND, AND DISABLED: NUMBER
AND' PERCENTAGE DISTRIBUTION OF PERSONS RECEIVING FEDERALLY ADMINISTERED PAYMENTS,
BY REASON FOR ELIGIBILITY AND LIVING ARRANGENMENTS

Living Asrangemants Tol Aged Blind Disabled
December 1974:
Total number 3,006,664 2,285,809 74616 1,635,539
Tolal percent 1000 1000 100.0 100.6
Owa household.... 85.8 885 873 §2.1
Apather's househeld 9.8 80 93 12.2
institutiona care covered by medicait ... revecomoeeneererresseis 44 35 34 5.7
December 1982:
Total number..... 3,857,580 1,548,741 77356 2,231,493
Total percent 106.0 1008 190.0 100.0
Owy hoasehold 89.1 909 89.7 87.8
ANOHEE'S ROUSBROM cevoorsoescss e senssasssss s 53 4.2 6.3 61
institutional care covered by medicaid..........oooeoovoo oo 55 49 41 6.0

3 Ay wsed for determinatien of Fedsral SSI payment standards.
Source: Social Secusity Administration,

In 1974, aged recipients were somewhat more likely fc be living
independently than blind or disabled recipients. Disabled recipients
were more often living in ancther person’s household or a medicaid
facility than were aged or blind recipients. In 1982, a similar pat-
tern existed.
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TABLE 25.-—CHANGE N TOTAL INCOME AND WELFARE BENEFITS FROM 1973 TO 1974 PERCENTAGE
DISTRIBUTION QF ADULT ASSISTANCE POPULATION, BY TYPE OF RECIPIENT AND TYPE OF CHANGE,
5 STATES—Continued

Caittornia, thange  Georgia, change n  Mississippi, changa  New York, change  Texas, change in
—_— in n

Amount of lcome and weltare besefit %

change Tl Werge o0 WA g e ol werme 0B Wl
ioome  beneits  OOME BEURRS oms  becfitc ipoome beseits MU Denelts

Increase Jn welfare benefils as
a percentage of increase i
JELE R 1T R 109.6 917 1180 136.3 §1.2

: e!:»sn%c?‘es Secgsaé Security Bulletin, First Year impact of 551 on Foonomic Status of 1973 Adull Assistance Popelations [hy] Syester ). Schetber.
. 1978, 5. 33

New York showed the highest median welfare benefit increase
for the aged, followed by Georgia, Texas, California, and Mississip-
pi. Mississippi had the highest increase in median welfare benefif
for the blind and disabled, followed by California, New York, Geor-
gia, and Texas.

The report cautions the reader that “many things could have
happened te the individuals between the time they were inter-
viewed in 1972 and again in 1974 that could account for changes in
their economic status—changes in marital status or other house-
hold composition, or changes in the amount of public assistance
payments, as well as in income from non-assistance sources,” 32

In terms of the overall economic status of aged recipients meas-
ured by median income the ranking shows Cslifornia with the
highest median income followed by New York, Georgin, Mississippi,
and Texas. The ranking also shows blind and disabled recipients in
California having the highest median income, followed by New
York, Mississippi, Georgia, and Texas.

The study concludeg by stating that the poorest of those individ-
uals who were transferred to 85I benefited most from the SSI pro-
gram.

SEX

In June 1875, 34.2 percent of SSI recipients were men, 61.8 per-
cent were women; the sex of the remaining 5 percent was not re-
ported {see table 26). In March 1883, 34.4 percent of SSI recipients
were men and 65.6 percent were women (see table 26).

TABLE 26.---S8k: NUMBER AND PERCENTAGE DISTRIBUTION OF PERSOMS RECEIVING FEDERALLY
ADMINISTERED PAYMENTS, BY REASON FOR ELIGIBILITY, SEX AND RACE

Sex and race Total hged Blind Disabled
June 1575:

Total number............ 4,188,500 2,326,300 73,860 1,788,300
Yois! percen ....... 100.0 100.0 100.0 0.0

Sex:
. I 342 288 443 411
Women 60.8 64.7 51.2 56.2
Not reported 5.0 6.7 4.5 27

Bee footnote 37, p. 40.
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social security benefits that averaged $128.55 just below the aver-
age amount of all dual recipients (§130.01) and the blind and dis-
abled recipients received larger social security benefits averaging
$131.50 and $133.59, respectively (see table 27).

TABLE 2755k PERSONS RECEIVING FEDERALLY ADMINISTERED PAYMENTS AND NUMBER AND
PERCENT IN CONCURRENT RECEIPT OF {NCOME, BY REASON FOR ELIGIBILITY, SOURCE OF INCOME,
AND AVERAGE MONTHLY AMOUNT '

{ype of income . Totad Aged Bling Disabled

December 1975
Total number..... st eneees 4,314,215 2307105 74485 1932681
Number:
Social secarity benefits .o, 2,271,815 1504,030 26,408 641,377
(3ther UREAMET EOME .oovvrs v s . 452160 265,054 5,698 181,407
EABE TICOME 1eveesse et amsssssecs ovene 126,775 61,286 4 260 54,629
Percent with inceme:
Social security benefis 52.7 £9.5 355 332
Other unearned income 05 . 115 17 9.4
BB TNC0MIE ovvvvrs v e sosessssamensrrs st s sstmsssies sesees 28 21 6.5 28
Average monthly amount:

Soeial SECUMY BERENTS ovvvoeereeseeer e s $130.00 $128.55 $131.50 $133.59
{ther unearsed income $61.10 $55.43 $68.17 $59.17
Earnad income $80.50 366.48 $291.13 $82.52

March 1982:
TOta] BHIMDBET .ov. . sosisrssss s ceereemsssesesmssssaseessesprersssssaeosemssees e 3,867 445 1,538,549 77850 2249946
Number:
DASEE BENBRILS .....ooocoss oot see s sessssasessrssarsasses 1,906,902 1,071,168 29,188 806,548
her urearned income . 382,041 193,878 8,633 159,530
Earned MEOIE oo, et e 126516 22,545 5,038 98,933
Percent with Income:
DASDL BeneffS.......ovvcsvvvceeicr e cevsreenecrsssssecnsssenens s 483 59.5 374 358
Other wnearned: income 10.1 12.6 11 - 84
Earned IBCOME vvvvvvvs. . crreceeeneens riecruinnns [ 33 L5 6.5 44
Average monthly amount:
OASDL BENETS oo oo e 523088 §233.82 $244.74 $226.35

Dther unearned income

586,75 §/114 $80.45 290 80
E2EOEG TACOME 1ov.... oo s ssrs s aeenans cessseerssincs

$106.56 $106.70 $413.31 $96.93

Source: Sovial Security Administration,

In March 1985, 49.3 percent of the persons receiving SSI benefits
also received social security benefits. The rate of receipt of social
security varied from 69.6 percent for the aged, to 374 percent for
the blind, and 35.8 percent for the disabled. The average monthly
social security benefit was $230.88. The disabled received social se-
curity benefits that were lower than the average amount ($226.35),
and the aged and the blind received social security benefits in
excess of the average amount, $223.92 and $244.74, respectively (see
table 27).

The number of dual beneficiaries declined in part because the av-
erage social security benefit increased at a faster rate than the 85I
standards. Between December 1974 and December 1983, the Feder-
al 88I payment level for an individual increased by 208 percent,
compared with 235 percent for the average social security payment.
Social security benefits increased in response to both cost-of-living
increases and the higher earnings of new beneficiaries, whereas the
S8] standard increased only for the rise in the cost of living, Other

33-436 O—R4—-.12
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easeload reductions occurred because some recipients died and be-
cause Federal 58I payment levels and social gecurity benefit levels
were increased several times during this period. The income levels
were thus raised for many recipients in these States, and subse-
quently the need for mandatory supplements were diminished, At
the end of 1981, nearly all of the persons who qualified for aid
under the SSI program in these States therefore received only a
Federal 38 payment. In fact, had it not been for legislation en-
acted in 1976 that required States 1o pass along to their recipients
Federal cost-of-living increases, all of the persons receiving manda-
tory supplements would have been removed from the rolls by now.

For the seven Btates still providing mandatory suppiements, the
change in expenditures wag dramatic: the annual amount expend-
ed dropped from 329 million in 1974 to $504,000 in 1981, Further,
not only were fewer persons recelving supplementary payments in
the mandstory-only States, but also smaller supplements were
made to those who remained on the rolls (see table 28)

TABLE 28.~-NUMBER OF PERSONS RECENVING STATE SUPPLEMENTATION IN STAYES WITH ONLY
MANDATORY PROGRAMS: 1974 AND 1981

Humber of persons Ameafnt_of payments (i thoussads)
State ecember Percentage Detember Frrcentage
T T T change T e change

1874 1981 1974-81 1874 1581 1974-81
Total 75945 2511 —386.2 $29,I}1 $504 —383
F 5 O HEARY 328 -581 3498 3 - 98.3
Georgia 12,553 400 - 96,8 581 i 98,8
Kansas ... 1,466 139 -~ 86.4 1,241 7l — 843
Lodisiana....... . 24481 1,689 — 855 9,282 LA — 985
Mississippi 10658 404 —.2 7,822 50 478
(hio .. 6,414 442 —93.1 4,453 103 811
TFBINESIEE. v s oo e 3,235 43 -.98.7 1,930 N& —

Sougee: Sectal Security Administration.

A Btate provides an optional supplement to help persons meet
needs not fully covered by Federal 551 payments. The State deter-
mines whether it will make a2 pavment, to whom, snd in what
amount. These supplements paid on a regular monthly basis, are
intended to cover such items as food, shelter, clothing, utilities, and
other daily necessities. Some States provide optional supplementa-
tion to all persons gqualifying for Federal S5] benefits (hroad cover-
age), while others may limit them fo certain S8I recipients such as
the blind or residents of domiciliary care facilities (fimited cover-
agel, or may extend them to persons who would be eligible for Fed-
eral 851 payments but for excess income.

At the end of 1981, 42 States including the District of Columbia
had opticnal supplementation programs. Twenty-four States limit-
ed their coverage to selected categories of S8I recipients. Eighteen
States including the District of Columbia offeved coverage to nearly
all persons whe gqualified for the Federal 881 progrem and ex-
tended coverage to persons who would have gualified had their
income not exceeded the basic Federal payment Jevel.

Among States that provided limiited optional State supplementa-
ry payments, caseloads tended to drop, but expenditures tended to
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TABLE 30.—NUMBER OF PERSONS RECEIVING STATE SUPPLEMENTATION IN STATES WITH BROAD
OPTIONAL PROGRAMS: 1974 AND 1981 —Continued

Bumber of Parsons Amount of payments {in thousands)
State Percentage Percentage
1514 1881 change 1974 1981 chaige
1974-81 1974-81
WasHINEION ..ooevvee e et e recrrenes 46,221 40,312 -12.8 15,168 16,738 104
Wisconsin...... 50,854 58,665 14.2 36,018 67,465 585

Source: Social Secority Administration.

THE QUESTION OF ADEQUACY

OVERVIEW

Ideally, an income tested transfer systern, along with the employ-
ment and work related benefit programs, should enable both those
who can work and those who cannot work to have sceess to a level
of income judged sufficient for basic needs. The usual approach to
judging adequacy is to compare the maximum benefits of a given
program with an income standard such as the poverty threshold.

In our discussion of how adequate the SSI program is we will
lock at hoth cash and nencash benefits,

SSI anp Cass PROGRAMS

SSI provides a minimum income guarantee that is determined by
Federal law and administered by the Social Security Administra-
tion. The Federal income floor in July-December 1983 was $304.30
monthly per individual and $456.40 per couple. These amounts in-
cluded a 7 percent ad hoc benefit boost ($20 per individual, $30 per
couple) that was paid in July 1983 after Congress posiponed the
scheduled 1983 cost-of-living allowance.

On January 1, 1984, when the 1983 cost-of-living allowance was
paid belatedly, Federal SSI guarantees were increased to $314 per
individual and to $472 per couple. These amounts were T9 percent
ar:ici 94 percent, respectively, of the estimated 1983 poverty thresh-
olds.

Like poverty thresholds, SSI benefits normally are adjusted an-
pually for price inflation, but the measuring periods have been dif-
ferent. As a result, the poverty thresholds for aged persons rose
about 10 percent more in 1973-81 than Federal S5I benefit levels
in 1974-82.

States may provide additional payments to 881 recipienis at their
own expense. In January 1984, 2b States plus the District of Colum-
bia offered supplements for aged persons living independently. The
State payments ranged from $1.70 in Oregon to $252 in Alaska,
$166.30 in Connecticut, and $163 in California.

Provision of State supplements lifted maximum benefit levels for
aged individuals above the poverty threshold in six States, and for
aged couples, in 19 States. For example, the January 1984 SSI
guarantee level in California for an individual was $477, 120 per-
cent of the estimated 1983 poverty thresheld for an aged person
(See tables 31 and 3%2).
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4§81 recipients in Cafifornia and Wisconsin are ineligible for food slamps, These Stafes provide increased cash aid in feu of stamps,

s Estimated maximum paid for aged individual with average shelter cost of $200 monthiy, qlggher ¥ shelter costs are hi{gﬂer or special needs
gxists, State detdes benefil en case-hy-case basis. Estimale provided by State official (Asoumed shelter cost produced only $22 ercess shefler
deduction for food stamp calodafion.) N

 State disregards $20 of S8I payment in date{mmmF the State supplementary payment, )

7 Extimated usual maximum paid for aged individual Assumes shelter aflowance of $97. State decides benefits on case-by-case basis. Estimate
provided by State official.

# Payment level for Hennepin County. State fias 10 geographic payment levels,

2 State disregerds $13 of an individual's income in defermining the supplementary paymant. The State supplementary payment amount is rounded
to the next higher doller,

20 Benefits shown include $16.68 per case for energy 2id, disregarded by the food stamp program.

17 State supplement paid only if recipient bas ne income other tan Federal SS1 payment.

12 State has two peographic %ayment levels—highesl are shown n table.

5 Sum paid in King, Fierce, Kifsay, Snohomish, and Thurston Counties.

4 State supplement paid anly if segiplent has less than 320 imcome.

*Data ghtained from State by CRS.

Source of S81 data: Sucia! Security Administration except for States marked with asterisk, Table prepared by Congressional Research Service.

TABLE 32.——MAXINURE POTENTIAL SSFAND FOOD STAMP BENEEITS FOR AGED COUPLES LIVING
INDEPENDENTLY,* JANUARY 1984

siate Maximum 55t Food stamp Combined benefts

benefit benedit ¢ Worhly Al
Mabama . $472.00 $63.00 $535.06  §6,470.60
Alaska ... 383006 §7.00 §67.00  10,784.00
ATZOMA vseseesememenene e sessnscessone 47200 63.00 535.00 6,420.00
Arkansas. 4200 63.00 53500 6,420.00
Cafifornia 38600 0 836.00 1063200
Golorada.......o.r. 74400 10.00 754.00 $,048.00
Connecticut . 5 160.60 10.00 770.00 §,247.00
DEIWALE vt cemsesrcemenssanscssssseses ebsesssensesssssss s 472.00 63.00 535.00 6,420.60
District of Columbia 502.00 54.00 556.00 6,672.00
Florida........... 47260 §3.00 535.00 6,420.00
472,00 63.00 535.00 6,420.00
43080 147.00 §27.80 7533.60
6530.00 46.06 576.09 691200
7494.45 56.00 550.45 6,805.40
AT2.00 53.00 535.00 6,420,00
47200 §3.00 535.00 £,420.00
412.90 5300 535.00 6.420.00
47280 63.00 535.00 6,420.00
472.00 63.00 535.60 6,420.00
487 00 5800 545.00 6,540.00
472.00 63.00 535.00 6,420.00
§13.72 1600 68372 - 820464
Michigan 508.40 5200 56040 . 672480
Minnesota... 8533.00 43.00 581.08 6,972.00
Mississippi. 472.00 £3.00 535.00 6420.00
Missouri . ) S V%1 8300 535.00 6,420.00
Montana............ Creeseseesesomessioees s e rereree 47200 . 6300 535.00 6,420.00
Nebraska ., — R . 579.50 31.00 616.50 7.326.00
Mevada...... 546.45 41.00 8745 7049.52
Hew Hampshire......reemeveerscovessne 2 493,00 57.00 550.00 5,600.00
New Jersay .. . 1049528 61.00 556.28 6,675.36
New Mexico .o . 47200 63.00 535.00 542000
NEW YOI oo eeerseeeoseee e seannece s 544.03 40.00 588.03 7,056.36
North Caroling.........cooveeereeseesecarnnn 472.00 63.00 £35.00 6,420.00
North Dakota ............ 412.00 63.00 535.00 6,420.00
Ofio ... ‘ L7200 53.00 535.00 6,420.00
(klahoma .. 616.00 20.00 636.09 7.632.00
Cregon ...... 47200 63.00 53500 5,420,890
Pennsylvania .. 520.7% 48.00 568.70 6,824,40
Rhade Island................. et re s 570.30 3300 603.3¢ 7,239.60
South Carofina . 472.00 6300 535.66 6,420.00
South Dakota ‘ L1487 30 58.00 545.00 6,540.00
Tennessse. .. . . 472.00 63.00 535.00 6,420.00
Joxas ..... . 47206 63.00 535.00 6,420.00

L2 R . 452.00 §7.06 548.00 §,588,00
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The SS8I guarantee per individual is $314. Benefits are reduced
by 50 percent of earnings after the first $65 earned monthly (§85 if
the person has no unearned income). That is, for every dollar of
earnings above $65, the 5851 payment is reduced by 50 cents. Thus
it takes earnings of $65 plus $628 {two times $314) to phase out the
guarantee. An aged person is, thus, eligible for S51 assistance if his
gross earnings are helow $693 monthly, 174 percent of the estimat-
ed 1988 poverty threshold. However, for the disabled, counted earn--
ings in exceess of $300 a month are used as an indicator that an
individual is no longer disabled. Previous law (expired January 1,
1984) aliowed an individual whose impairment continued, to
remain eligible for a gradually reduced amount of SSI and for med-
icaid. In March 1982, 3.3 percent of the SSI population reported
having some earnings.

AFDC

A person who is receiving AFDC benefits is not eligible for 881
Thus, a needy mother of a disabled dependent child would choose
the program that is more beneficial, probably SS8I. A disabled child
881 recipient who is a member of a family receiving AFDC benefits
would not be included in the AFDC grant.

SOCIAL SECURITY

It was noted in an earlier section that 50 percent of 58I recipi-
ents also receive social security benefits. Since any amount of
social security payments in excess of $20 monthiy is deducted
dollar for dollar from SSI payments, the level of income for persong
who receive both 8BI and social security is currently $334 for an
individual (3314 plus $20) and $492 for a couple ($472 plus $20), no
matter what the amount of the social security benefit is, as long as
it is below the implicit floor ($334 and $492). it is therefore reason-
able to assume that some workers who expect to receive a social
security monthly benefit below this implicit floor may choose to
retire before the age of 65 and accept the early retirement reduc-
tion in social security benefits, realizing that as soon as they reach
age 65, the 881 income guarantees will nullify that reduction. It is
also reasonable that many dual beneficiaries may regard the extra
$20 2 month as a very small return for their preretirement work
and payroll taxes.

SSI anp Nowcass Programs

In 1982, 95 percent of the 2,743,000 S81 households received at
least one of the following noncash benefits—medicaid, foed stamps,
school lunch, or public housing (see table 33). Below is a discussion
of some of the noncash programs.
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In the very early days when the system still contained numerous
errors, there was a new version about every 2 weeks. By 1975,
when things settled down, the version was changed to monthly. In
1981, as the situation stabilized even further, the version schedule
was changed to bimoenthly, It s likely that the version release
schedule will stay at this leve] indefinitely because bimonthly is
proving to be optimum.

The concept of version releases requires some discipline because
of the innate desire {¢ modify and improve the software. But it
yields big dividends In terms of gystermns stability and simplifying
the process of tracing malfunctions.

Each version of the system is documented, labeled, and a backup
is 'm(aitafined. As new versions are implemented, old versions are re-
tired,

EVOLUTIONARY PHASES
The S5 system has gone through several evolutionary phases:

Phage: Period
mglememation of major suUbSFSEIIS v 14973-76
nhancement of major subsystems ... . 1875-81
implementation of major legislation... 188084

Systerns A1OAETRIZAELO e vcovrreoerreeeoeeo oo oeeeessoessermesereoseeseesereonssreooooessessoer oo 1982

As explained eariier, implementation of the hasic subsystems to
establish initial claims, 1o pay recurring benefits, and to process
the various posteligibility actions took until about the middle of
1976. At that point, efforts were devoted to refining, updating, and
enhancing the subsvstems to bring them up to a level above that
which metf minimal requirements. This phase continued until
3b0udﬁ 19206 when a series of major legislative changes were man-

ated.

The following summarizes the most significant of these:

Public Law - Sectiof Purpose/subject [ftective date
203 Elimination of parental deeming at cze 18 e, Oct. 1, 1980,
201 {a) and  Benefits for those recipients engaged in substantial Jan, I, 1981-Dec.
(B gainful activities despite severe impairments. 31, 1983,

302(b) Provisions relafing to exclisions of extraordinaty Dec. 1, 1930,
work expenses due 1o severe disabifily.
501 Offset of SSI for refroactive ttle It payments (sec. July 1, 1980,
11473
504 Sponsor ;ta aflen deeming establshment.............coren Oct. 3, 1986,
2176 Home and cemmunity based services (K. Beckeff Aug. 13, 198L

cases).
2341 SSI eligibility/payment defenwinations changed to Apr. 1, 1982,
retrospective monthly accounting basis,
183 Proration of 531 benefis . Oei. 1, 1982,
183 COLA coordination estabiishment...,. i
403 Emerpency sheller payment establishment ...,

0.
May 1, 1983

In 1982, the Commissioner formulated a systems modernizaiion
plan to overcome gericus deficiencies in SSA’s computer systems.
The primary thrust of the plan was directed toward the title II
system, but the SSI gystem was a benefactor too. The plan was di-
vided into the following parts. 7

7 Bystems Modernization Plan, Executive Summasry, S84, 1982, fipare 2.1,

83-¢16 O--84--m15
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records on i within the limits of that which can be efficiently ma-
nipulated by computers.

Another technigue used to facilitate handling the 855R iz the
periodic removal of inactive records to a separate offiine file. The
inactive records can be recalled at any tune if necessary; but other-
wise, they do not have to be housed on the active master file nor
processed in daily operations,

The S8R is a dynamic file and must be periodically reorganized
to allow for new fields and to expand the ares used o store histori-
cal data, These periodic reorgsnizations/expansions of the master
file are very traumatlic because thev require the revision and reva-
lidation of every program that uses the S5R. Howover, they are a
necessary fact of life, and are performed every 1 to 2 years.

In addition to the regular 881 master file, there is a skeletal ver-
sion which is kept active for the purpese of providing an immediate
response to queries from the field offices. The sheletal master file is
updated every time the real master is updated.

TRAINING

The B5I program created special challengern for B8A in terms of
training field office smplovees. S8 has undergone frequent major
changes in the past 10 ysars. Changes have resulted from legisla-
tion, shifts in ploicy, and court actions impacting operations in var-
ipus Btates and nationwide. Also, because client circumstances tend
to change ifrom month to month, feld offices must contend with
workloads marked by constant posteligibility development, intri-
cate systems imput and cutput, and the freguent need to compute
payments and prepare notices manually. Field emplovees have
faced increasing demands fo remain knowledgeable, skillful, and
flexible in an environment of ongoing program change and increas-
ing weorkloads and processing goals. Over the past decade, S84 has
focused attention on development and maintenance of S5 training
courses and training materials. Development of structured courses,
better qualified and better prepared instructors, and advanced
training techniques have vielded benefits both to BSA and o the
general S81 population. We believe the enhancersents made in 881
training have contributed to the overall improvements in payment
accuracy and timeliness,

For the first 2 years of the program, training was largely un-
structured and intormal. CR's already knowledgeable in GASDI
claims adjudication, were provided with g series of lessons on S5
eligibility rules and claimg processing procedures. Beginning in
1975, formalized lesson plans were developed and incorporated into
title 11 N bagic course. The concept of “specialization’ was intro-
duced in S8A feld offices in 1978, and with it came the need {or
intensified 551 fraining. The CR basic course was reformatted o in-
clude more B8] material. Newly hired or promoted CR's were given
6 weeks of general training on the OASD and 58] programs. Fol-
lowing this, SSI CR’s received an additional 6 weeka of training on
S57 fssues.

In 1888, the title XV CH basic course was developed, essentially
separating S8I and OASDI CR training. The course was fully re-
vised in June 1883, I consiste of Y weeks (12 weeks for employees
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In 1982, 88A reemphasized its commitment to improved service
delivery in the 55f program. A March 1981 veport ssued by the
581 error reduction workgroup recommended greater management
atteniion to interviewing as a means of reducing pavment errors
caused by poor vecipient reporting. The recommendation led,
amorg other things, to the production of a 28-minute videotape en-
titled, “Effective Interviewing for 8817 The tape was designed for
presentation to new as well as seasoned interviewers and employed
mock interviews to demongtrate proper interviewing techuigues
and these to be avoided. About 800 copies of the videotape were re-
leased to district offices (o be shared with branch offices) in mid-
1988; field reaction thus far has been favorable, and some offices
plan to repeat use of the tape on a yearly basis.

We are continuing to analyze the effectiveness of current S5
training materials and (reining methods, In the future, we plan to
rely more heavily on user-feedback as part of this process. We are
also exploring & number of new approaches to SSI training, includ-
ing use of programmed learning texts and computer-based training.
Further advancements in SSI training are expected this year as
part of cur goal of improving service to the public.

CLAIMS PROCESS

The claims process includes all activities related to processing an
application for payments. It inclndes the application interview, ob-
taining necessary evidence and documentation, and the adjudica-
tion of the claim. While requirements for entitlement differ be-
tween titlegs 11 and XVI, the claims process as it relates to the
claimant is gimilar. In many situations, claimants file for benefits
under both programs at the same time. For ease of discussion, we
deal with the claims process in several segments:

InrEaviEw

Potentizi claimants initially contact 88A by phone, mail, or in
person. In some cases, friends, relatives or other interested parties
will make the initial contact on behalf of the claimant. Depending
on the contact, the field office will conduct an interview with the
claimant and/or his/her representative through a faceto-face
interview in the office, or by phone. Personal contact at the resi-
dence i¢ done when for some reason, the phone cannot be used and
the claimant cannot make s personal visit to the field office. These
situations usually involve severely il or handicapped individuals or
persons residing in institutions such as hospitals or nursing homes.
The field office interviewer, usually a CR, assists the claimant in
completing the prescribed application form. Because of the length
of the application form and the detailed information reguired,
interviews can take several hours to compiete.

Proows

“Proofs” is an internal SSA ferm used to describe the evidence
and documentation required in order to make a determination
about eligibility for payments. Section 1631 of the Social Security
Act requires SSA to verify relevant facts with information from in-
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SSI PROCESSING TIME: INITIAL APPLICATION TG PAYRENT OR DEMIAL *—Continued

Percent of alf claims complofed in-—

Humber of days elapsed Seplember  March  Seplomber  March  Seplember
1574 147 1975 1978 1878
31 fo B0 ........ [ 24 27 34 32
QUET B0 oveeeomeveeeecormavcessasessmemssssmnss s sisss et sseeesresrins . 5 3 b 42
B. Aged claims: .
(IR | —— [ 18 2% 43 5 3
7 14 i6 16 i
12 0 2 e 30
63 41 18 10 21
C. Bfind/disabled:
01020 i, [T 13 i i 18 10
2140 30 e " 1 7 8 13 4]
5 - 26 28 36 33
QUBE B0 ..o ssnssssossrseessmrressereanres emeeesseeesserpet et 66 3] 37 3 47

* Data show the elapsed time from claim lo disposition for clims disposed of In certain months. Comparable data conceming the length of time
claims have been pending within the administration at any given Gme are nol available.

Following is a table displaying processing time data for fiscal
year 1981 through 1983

SSt HSCAL YEAR PROCESSING TINE: INTIAL APPLICATION TO PAYMENT OR DEMIAL

Percent of claims campleted in
Number of days elapsed oo st e
1981 1982 1983

A Aged:

775 66§ BAI
21430 13 157 172
311660 .. . 92 138 145
over 60 ....... . 20 35 31
B. Biind/disabled:
020 209 459 24
3 . w104 170 168
40 B0 e e et bR e e RS RR A ARt 355 151 133
[T O N i 332 114 439

Enxrrcoency Aip AND Drrays v tHE CLarMs PROCESS

The 551 program, unlike the programs it replaced, was not de-
signed to respond fo the immediate needs of claimants. The appli-
cation process, which was patterned after GASDI claims process-
ing, requires, on average, approximately 20 days for aged applice-
tions and approximately 69 days for disability applications to he
completed. Added to these timeframes is the time needed fo release
the SBI check froin the Treasury disbursing center in Birmingharm,
Ala., and to deliver it to the recipient. Despite numerous improve-
mente in the claims and payment processes since 1974, the average
aged claimant still waits almost 27 days {rom the application date
to receive an 551 check. Disability claimants wait almost 76 days to
receive an S8 check, if found eligible. Claims processing delays,
whether the resuit of the claimant’s failure to supply needed evi-
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gency needs on the part of claimants, Hather, during the early
menths of the S8 program, many recipients whe were converted
from State assistance rolls were not entered properly on SSA’s
computer systern. The emergency advance payment was, in many
instances, the only method S5A could utilize to get funds to such
individuzals,

The steady decline in emergency advance payments since 1974
can be aftributed to saturation of the universe of potential claim-
ants, availahility of other assistance (such as State interim assist-
ance} prior to applving for 851, and the overall decline in new clai-
ments. Also, where delays occur in issuing the first 8S! payment,
8H8A field offices have become more adept at using other means to
issue a check such ss the force payment process which hypasses
normal systems payment processes or the manual one-time-pay-
ment process. Both of these methods can issue a payment in an
amount greater than the §100 which can be issued through emer-
gency advance payment procedures.

PRESUMPTIVE DIBABILITY PAYMENTS

The legislation which established the 851 program provided that
payments on the basis of disability or blindness may be made for
up to 3 months to “presumptively eligible” individuals. When there
is a reasonable indication that his or her impairment will meet the
definition of disability or blindness, an individual may be paid 851
payments while avidence ig being obtained and evaluated to estab-
Bish disability or blindness. This mechanism assures the individusl
payments with which o meet living costs during the time the ap-
plication is being processed. These payments are not considered
overpayments and are not recovered in rare cases where the claj-
ment later is found not to be disabled or blind.

Initially, the determination of presumptive disability by S85A was
limited to some of the most severe and identifizble impairments
{i.e., those most likely to be found disabling) such as (1) amputation
of two limbs; (2) amputation of a leg at the hip; or (3) allegations of
total deafness. In 1975, six additional categories of impairments
were included among those resulting in a finding of presumptive
disability. Regardless of the nature of the Impairment, payment
cannot be made unless the nondisability requirements for 551 eligi-
bility are met. State disability determination services (DDS’s) also
can find presumptive disability in any case in which medical evi-
dence received during the course of development indicates a “high
degree of probability” that the claimant is disabled.

58A operating instructions regarding presuwmptive disability de-
terminations permit interviewers to make presumpiive disability
decisions, with few exceptions, based solely on thelr observations of
the claimant. Once a presumptive disability determination is made,
an initial 881 check will be issued in approzimately the same

Nength of time required for an SSI aged claim (27 days). In cases of
extreme emergency the presumptive disability decision may be cou-
pled with the emergency advance payment procedure, and a one-
time 3100 payment can be issued immediately.

The following table summarizes the number of presumptive dis-
ability decisions made during fiscal years 1974 through 1983, and
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rent, and prospective amounts of 881 payments and SSA adminis-
tered Siate supplements are correct. The redetermination can be 2
face-to-face interview conducted in an SBA office, a telephone inter-
view, o the completion of 2 mail-out form.

The length of time between redeterminations depends on the
likelihood and amount of erronecus payments. Those recipients
more likelv to be ineligible or significantily overpaid are scheduled
for redetermination annually. Less error-prone cases are scheduled
for redetermination once every 3 years. Hecipients in medicaid in-
stitutions and limited to a $25 benefit cap are currently not sched
uled for redetemination after their first redetermination.

The first redeferminations were scheduled for 1975, one vear
after the 851 program went into effect. However, hecause of the
deluge of work assgociated with converting recipients from State to
Federal rolls and of signing up millions of new particpants, SSA
wag unable fo process all redeterminations in & timely fashion
until the end of 1577, There are, and have been, approvimately 4
million recipients on our rols since 1975, We processed 2.2 mitlion
redeterminations n 1975, 3.5 million in 1976 and finally hecame
eurrent by handling 5.8 mililon in 1977,

During the early vears of the redetermination effort, all recipi-
ente were treated alike, sach undergoing a lengthy in-depth inter-
view and reguired to subinit substantial documentation of reported
events and circumstances. All redeterminations were carried out
by technical field persormel usually in the local BBA office. The re-
determination procedure was & costly, labor-intensive cperation for
584 and a considerable burden on all recipients.

In 1979, 55A took s malor step to gain better control over the
redetermination process and to lessen the reporting burden on re-
cipients. In that year, a sophisticated method of identifying ervor-
prone recipients was implemented nationwide. Called the srror pro-
file concept, the method is based on S84 guality assurance data
which indicate that the majority of errors occur in cases with cers
tain reciplent characteristics (e.g., income, living arrangements,
payment amount, ete). A computer program developed to evaluate
those characteristics was used to breask down the selecied cases
into error strata or profiles. 854 s now able to separate the move
error prone recipients from the less error prome and tailor the re-
determination development procedures according to the amount of
error likely to be received.

At the same time profiles were being developed, the posteligibi-
lity operations section (PEOE), was creasted in Baltimore to process,
by means of a brief mail contact with recipients, those redetermi-
nation cages which the profiling method had determined io have
the least amount of payment error. With the introduction of the
mail redetemination process, both the administrative cost of rede-
terminations and the burden on the recipients redetermined hy
mail were reduced.

A significant improvement in the profiles was made in 1986,
Within the overall category of scheduled redeterminstions, previ-
osusly unredetermined recipients were identified and profiled sepa-
rately. Quality assurance data showed that a significant number of
payment errors (particularly underpayments} occur during the
early months of a recipient’s eligibility. By identifying and correct-
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any guestions he/she can contact the local socisl security office for
information.

INTERFACES

BACKGROUND

The title XVI legislation vequires that title II benefils, as well as
benefits paid by other Federal agencies, be considered as income in
calculating the 851 payment. This fact, coupled with the mandates
in sections 1631(e¥1)¥8) and 1631() of title X VI sstablished the need
for the SSI aystem to be notified when such types of income are
received or changed. Moreover, GAD recommendations aigo high-
lighted the need for electronic verification and updating of income
from independent, collateral sources. 1

To meet the above requirements, the S8I system was initially de-
gigned and subseguently modified to provide for data exchanges
(interfaces) between SSA-maintained svstems and betwean the 58I
system: and svstems of other Federal agencies. It also provides data
exchanges directly with the 50 States and the District of Columbis.

INTERFACES CUBRENTLY IN EFFECT

{a) Title IF Benefit/Paymeni System

(1) Implemented: March 1974,

(2) Obtains title II benefii {entitlement) and pavment informa-
ton:

-0 verify and to apply automatically {o the supplemental se-
curity record (85R) title IT benefit amounts received by S8I-
involved individuals, including any changes in the amount.

1o verify the identity of the 551 recipient/applicant, includ-
ing verification of 85N and title If claim number; and

—To verify other factors affecting SSI entitlement such as
death, marriage, family composition, and representative pay-
ment.

(3} Frequency: Daily.

(4 Volume: Of the 4 million active 58I recipients, 4.5 million are
concurrently receiving title II benefits. The 5581 system receives
15,000 transactions weskly from the title II system reflecting accre-
tions, terminations and changes in title I benefits.

{6} Efficiency: Dally exchange of data between the title If and S5
systems supports fimely and accurate processing of changes with-
out requiring recipient contact in local field offices. With enact-
ment of retrospective monthly accounting and 881 offset (Public
Law 96-265), overpayments as & result of these changes or accre- -
tions have been reduced. Absence of this data exchange would
resujt in at least 15,000 additional recipient wvisils to field offices
weekly and could result in annual overpayments in excess of $250
million.

() Earning Beference File Y
(1) Implemented: September 1976,

10 GAD, S8 Payment Errors Can Be Reduced, Washington, Nov. 18, 1976,
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(e} Office of Personnel Management

(1) Implemented: June 1978.

{2) Obtaine civil service retirement and survivor annuity pay-
ment and entitlement information:

—to verify and to sutomatically update to the SSR, civil serv-
ice pensions recieved by 881 individuals.

—to identify other factors affecting 581 entitlement such as
death, receipt of other income, marital status, US. residence.

{8) Frequency: Twice yearly, at time of COLA and 6 months after
COLA.

{(4) Volume: Approximately 30,000 SSI recipienis are concurrent-
1y entitled 1o civil service pensions.

(B) Efficiency/effectiveness: Each COLA rup results in month!y
S81 payment reductions of $100,600. Each non-COLA run results in
551 payment reductions of $30,000. Automatic application of COLA
reduces recipient contact with field offices and reduces possible
continuation of S5I overpayment.

() Numerical Identification (SSN Enumeration) System
(NUMIDENT File)

(1) bmplemented: July 1981,

(2) Data obtained and uses:

—original 85N application and change data (identifying data)
verifies the SSN and identity of the 551 recipient/applicant.

—identifies death information.

—verifies U.5. citizenship.

(8} Frequency: daily.

(4) Volume: all 881 claims.

(5} Efficiency/effectivensss: Prior to implementation of this ex-
change, the 551 system interfaced with the summary earnings
record file to verify 88N’z This file was updated only five times
yearly and recent identifying information was, therefore, not avail-
able. Additionally, corrections to the file as a result of field office
investigations of discrepencies could not be made timely.

By using the NUMIDENT file, the 381 System is able to reduce
identification discrepencies by over B0 percent. Corrections are fa-
gilitated by the increased frequency of runs by the NUMIDENT
Systern. Additionally, the NUMIDENT file contains citizenship in-
formation which allows for automatic verfication of UL citizen-
ship. The availability of this information reduced by 1,600 claims
per week, the need for recipients to secure and submit proof of U.S.
citizenship.

(&) Recovery of Overpayments, Accounting, and Reporting System

(1} Implemented: February 1983,

(2} This interface automatically adjusts current title I payments
to recover 58I overpayments once the recipient has agreed to this
method of recovery.

{3) Frequency: daily. ‘

(4) Volume: As of Decembper 1983, the total monthly amounts of
overpavments being recovered was $1,699,062.50 for 56,000 records.
Upon completion of conversion activity, the estimated monthly
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six States which receive SDX files immediately following each
cutoff via wire transmission). Additionally each State and the Dis-
trict of Columbia receives a monthly payment (Treasury) file delin-
eating S8 check amounts for the subsequent month. An optional
SDX file is created quarterly, upon State request, providing the
latest record for each applicant within a State, The purpose of the
quarterly {reconciliation) file is to allow States fo ensure agreement
between the SS5A master file and individual State master files.

SDX records contain data relevant to 551 eligibility and payment
as well as data relevant to eligibility for various social programs
not administered by 8SA. Based upon written contractual agree-
ment State supplementary eligibility and payments adminigtered
by SSA, medicaid eligibility determinations made by SSA, as well
as minimal food stamp eligibility information and third-party medi-
cal insurance data are included to support Btate processing.

SDX provides data to the States usually within | week of its
input by the B8A district office. A posteligiblity change to any SDX
data causes generation of an updated 5DX record.

Several files and options for files exist and are created as neces-
gary utilizing SDX processes and programing:

508 Leads File

Under the provigions of section 503 of Public Law 94-566 of 1976,
medicaid eligibility was extended indefinitely for those recipients
who: Are entitled to title II, were entitled to title XVI prior to &
title II cost-ofliving increase, and would still be eligible for title
XV1if the amount of the title H cost-of-Hving increase were deduct-
ed from their income.

To assist the States in enactment of this provision, special files
are produced annually immediately following the title I cost-of-
living increase. The firet 5038 files were produced in July 1977, The
503 files provide the Btates with leads on potential cases of ex-
tended medicaid eligibility. It remains a State responsibility to in-
vestigate the leads.

Boarding Home Listings

Section 1616(e) of the Social Security Act requires that the States
monitor and enforce existing regulations governing the existence of
unlicensed boarding homes and additionally requires that HHS
provide aid in this endeavor. Pursuant to this requirement, analy-
sis and programing effort were employved to create a three-part list-
ing, available to the States upon reguest, of all addresses within a
State where three or more title XVI checks are sent to unrslated
recipients (relationship is assumed based on surname). The listing
provided consists of a master listing detailing specific names and
addresses; an index by address; and a graphic representation of
numbers of recipients by address.

The initial boarding home listings were created in December
1979, Based upon comments received from the initial users, two
versions of the listing were made available tailoring listings to
State demographics.

33-416 O-—84-——i§
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The adoption of a quarterly accounting period in the
original SSI legislation was apparently based on the fact
that the Soccial Security Administration receives quarterly
reports of all wages in employment covered by social secu-
rity. Thus, the use of a quarterly accounting period for S81I
could simplify the use of social security wage records to
verify an SSI beneficiary’s reported income from wages. !t

In practice, changes in monthly benefit payments were not mini-
mized by the quarterly computation. Overpayments and underpay-
ments cccurred often due to recipients’ frequent changes in income
or living arragements, especially when changes could not be pre-
dicted before the start of a quarter. The quarterly computation also
wasg difficult to administer from the viewpoint of the recipient.
Often, when reporting a change in income or Hving arrangement
which would affect their payment, recipients believed that their
only obligation was to report the change. However, since changes
of this type ususlly caused a decrease in payment amount, and
usually cccurred too late in a quarter to provide due process rights
and have the computer system adjust the check amount, an over-
payment occurred. When notified of the overpayment and asked to
repay, recipients on occasion expressed feelings that they were
being penalizved despite having fulfilled their reporting require-
ments,

The guarterly computation became a topic for consideration for
many oversight groups reviewing the SSI program. Most notably,
the 58] study group report {i.e., Rutledge report) of January 1976
angd the Senate Finance Commiftee staff report in April 1977 both
recommended changing the 851 computational period from quarter-
iy to monthly and further recommended consideration of reirospec-
tive, rather than prospective, monthly accounting. The General Ac-
counting Office (GAQ), in a report 1o the Senate Finance Commit-
tee dated May 26, 1978, also supported legislation to institute retro-
spective monthly accounting (RMA) for SSL

Public Law 97-35, which was enacted August 13, 1881, changed
the method of computing SSI payments from guarterly and pro-
spective to monthly and retrospective. The computational change
became effective April 1, i982. Under the RMA computation, a re-
cipient’s payment amount ususlly is based on the income and
living arrangements which existed 2 months prior to the pavment
month being computed. Some exceptions to this computation exist
to address situations involving new applications or reinstatements
following a period of ineligibility. Also, beginning January 1984 as
required by Public Law 97-24%, the retrospective computation is
not, used for title II income for the first 2 months in which a cost-
of-living increase is received in the title II benefit. The increased
title II benefit is used to compuie the SSI payment for the same
month as the effective month of the increase,

From the SSI recipients’ viewpoint, changing to EMA should
reduce the incidence of overpayment caused by changes in income
or living arrangements which affect payment amount. If the recipi-
ent reports changes of this type on time, the SSI computer system

11 Staff to the Committee on Finance, the SSE Program, p. &0,
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made on individual computer records. Although recalculation
cccurs normally as a result of various computer processes, it also
ccecurs when information is reported by the recipient and input to
the computer system from an SSA field office. Generally, changes
are reported by recipients during redetermination interviews and
the changes often are reported after the fact, resulting in overpay-
ments. Prior to RMA, overpayments occurred even if the events
were reported timely.

Once an overpayment occurs, the computer system sends an elec-
tronically transmitted message to the field office requiring the fisld
office to take appropriate action. The field office issues to the recip-
ient & manually prepared overpayroent notice stating the cause
and amount of overpayment. The notice alse proposes SSA's
method of recovery and discusses the right to appeal or request
waiver of repayment of the overpayment. Prior to January 1982,
881 overpayment notices to recipients who remained eligible for
payment proposed recovery by adjustment of future payments. Be-
ginning January 1982, all SSI overpayment notices to recipients
who continue in pdyment status request full refund of the overpay-
ment and propose, in lieu of full refund, full withholding of the 551
payment to recover the overpayment. The recipient may request, at
any time, that less than the full S8I payment be withheld to repay
the overpayment.

SSA has enhanced its computer system to control overpayments
more carefully and require more field office input to resolve an
overpayment. For example, the diary system mentioned earlier
keeps alerting a field office to the existence of an overpayment and
the diary cannot be removed until the overpayment is resolved,
preventing accumulation of a backlog of overpayments. The com-
puter system also has been improved to record more specific infor-
mation about how an overpayment was resolved. Field offices can
now update the master record to indicate that an overpayment was
referred to another government agency for coliection or that the
field office intentionally suspended collection activity. Further im-
provements are planned for resolving overpayments such as com-
puter generated overpayment notices for 85I, which will save con-
siderable field office processing time, and an automated system to
bill and follow up on overpayments which are being repaid in in-
stallments. These improvements, while not preventing overpay-
ments, will assure that the overpayment is resolved quickly, with:
the minimum amount of administrative expense, and with consid-
eration of the rights and circumstances of the overpaid SSI recipi-
ent.

Tur SSI PAYMENT SYSTEM

The development of the S5I payment system required close coop-
eration with the Bureau of Government Financial Operations
(BGFO) within the Department of the Treasury. SSA officials
began meeting with BGFO officials shortly after passage of the SSI
legislation. A joint 88A/Treasury work group was organized and
an overall project contrel outiine developed for implementation of
the 8SI payment programs. Regular weekly meetings were held to
discuss the various aspects of SSA/Treasury operation and how
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With an upgrading of iransmission equipment in the Treasury
Birmingham disbursing center, SSA began transmitting all daily
payments directly to the Birmingham office in August 1877,

Monthly recurring payments for the 851 program are processed
by the following Treasury Disbursing Centers: Austin, Birming-
ham, Chicago, Denver,*? Kansas City, Philadelphia, and San Fran-
cisco. The Birmingham disbursing center has total program ac-
countability and is the central contact for SSA concerning all ac-
counting matters dealing with check issuance.?

The SSI system splits the recurring payment files for each par-
ticipating disbursing center. The tapes are in social security ac-
count number sequence within ZIP code sequence and are frag-
mented as follows:

Beginning ZIP code(s): Dishursing center
-1 : Philadelphia.

o Birmingham.
e Chicago.
... Kansas City.
... Aunstin.
oo Demvert

.. San Francisco.

! Beginning with the January 1984 recurring file, the Denver office is no longer headling 881 peyments.
The file is now sent to the San Francisco office.

A further breakdown of files within each dishursing center’s file
is made by SSA based upon the entire ZIP code. Also, gli direct de-
posit payments are in bank routing number sequence after the ZIP
code breakdown. This additional breakdown facilitates processing a
portion of the file when problems are encountered with tapes, cre-
ation of electronic funds transfer (EFT) payment file for the Feder-
al Reserve System, and allows SS5A/Treasury to save money on
postage rates since all the checks are created in strict ZIP code se-
guence for delivery by the postal service.

8SA/Treasury original plans were to have master files in each of
the participation disbursing centers and for SSA to submit transac-
tion files to update prior to Treasury’s pavment issuance. However,
due to the size of the files (estimated volume of 6 to T million pay-
ments was not realized) and systems considerations, it has been
eagier to send each disbursing center a complete file each month,

The payment files are shipped to the various cities via the postal
services “Express Mail.” The SSA/Treasury agreements outline the
basic processing schedule needed for each organization in order to
effect a timely receipt of the check by the recipient.

DIRECT DEPOSIT

SSA and the Treasury Department signed an agreement in early
1874 to implement a direct deposit program for social security and
supplemental security income claimants. There were three phases.
The first phase involved converting the SSI recipients’ records to
correctly show bank reuting data plus signing up new recipients.

12 Beginning with the January 1984 recurring file, the Denver office is no longer handling 881
payments. The file is now sent to the San Francisco office.
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The volume of returned checks during the first year of the 551
program was guite high and extraordinary steps were taken by
884 and Treasury to handle the returned checks in conjunction
with the nonreceipt procedure. For example, from January 1974
through June 1974, checks returned for “address” reasons were
held in the Birmingham RDC and compared against each manual
nonreceipt claim. If the recipient’s missing check was being held, it
was remailed to the correct address. There were 63,408 351 checks
remailed. During the same period, 441,834 checks were canceled -
and credited back to SSA. The total number of SS8I checks can-
celled during calendar vear 1974 was 912,387 while during calendar
year 1883, only 409,193 checks were returned and cancelled. The
number of returned checks has dropped due to improved systems
processing of past eligibility event, enabling accurate and timely
delivery of payments.

GUTBTANDBING 851 CHECES

From the beginning of the 58I program, 55A was concerned
about what would happen to unnegotiated 58I checks. The various
States had a2 “limited negotiability” on their checks which alerted
them to situations where recipient’s did not ¢ash their check. How-
ever, with Federal Government checks there is “unlimited negotia-
bility.” 8SA wanted information and credit for unnegotiated checks
for two purposes. First, to obtain intelligence on possible nonenti-
tlement situations and second, to credit State moneys back where
State supplemental monevs were included in the payments.

The General Accounting Office (GAD) reported to Congress in a
report, “Action Needed to Resolve Problem of Outstanding Supple-
mental Security Income Checks,” HRI-81-58, dated March 3, 1981,
that there were over 306,000 SS8I checks representing some $41 mil-
Lion cutstanding. They recommended that S5A and Treasury work
together to identify and resclve 881 unnegotiated checks.

The Congress passed and the President signed Public Law 97-385
which contained a provision for Treasury to icentify and credit to
HEA g1l 881 checks which are still unnegotiafed 150 davs after issu-
ance. The effective date of the provision was October 1, 1982,

SSA currently receives a magnetic fape of unnegotiated SSI
checks each month from the Treasury Department. These unnego-
tiated checks are posted to the recipient’s S8I record and if he/she
is still in payment status, an alert is sent to the DO servicing the
recipient’s address. The system also credits any State monevs rep-
resented in the check to the original State via monthly accounting
exchanges.

The DO investigates the recipient’s continuing eligibilty and re-
ports the facts to the S3I record. For example, if this is a nonre-
ceipt situation which has not been reported to the Treasury De-
partment the check is repaid.

If the missing check ig subsequently presented to the Treasury
Department, S8A receives a debit charge which is posted to the re-
cipient’s S8I record and investigated for a possible overpayment
(oniy if the check had been repaid or credited against an earlier
overpayment).
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the Congress, S8A determined that the SSA/Treasury nonreceipt
system was still not responsive enough. On April 16, 1977, the cur-
rent SSI nonreceipt system was implemented. The following is a
description of the nonreceipt process.

The 551 checks are delivered on or sbout the first of the month.
The nonreceipt procedure starts by the beneficiary contacting the
district office (DO). If it is prior to the third mail delivery day afier
the check date, the beneficiary is told to contact the office again.
The DO will verify from the 581 data base by means of & gquery
that a check was issued, and once verified, the DO will then elec-
tronically key in the nonreceipt allegation.

The electronic nonreceipt ailegation is directed fo 55A’s central
computer in Baltimore where, each night, the nonreceipt traffic is
specially prepared for transmission directly fo the Treasury De-
partment regional disbursing center in Birmingham, Ala. This dis-
bursing center maintains Treasury's master records periaining to
all 881 issuances. Nonreceipt fransmissions are sent to Birming-
ham each night before 1 a.m. Once received at the disbursing
center, Treasury reviewg the claim by screening it against the
“checks issued” file and the “checks returned” file. For current
month nonreceipt allegations, if Treasury finds a check was issued
and has not been returned, a substitute check will be immediately
issued. Substitute checks will be mailed by 8 am. of the morning
foliowing the DO transmission. The nonreceipt tapes are then
passed to the Treasury Department facility in Washington, D.C.
(Division of Check Claims) where an after run search is made to
determine if the original check was negotiated. The Treasury De-
partment places a “flag” in its records fo intercept any double ne-
gotiation situations. If a double negotiation does occur, Treasury re-
trieves the original and substitute checks to examine the endorse-
ment signatures. If the signatures appear to be similar, S5A is im-
mediately charged for the disbursement of excess funds. If the en-
dorsement signatures are dissimilar, the case may be referred to
the 1.8, Secret Service for investigation.

The previously described nonreceipt process is the fastest check
replacement operation in the Federal Government. This procedure
can replace a missing S81 check in 3 to 4 days from the date of DO
inpuf including mail time. Of course, expeditious replacement does
carry with it certain risks. Because there is not sufficient time for
Treasury to know if an original check has been cashed (this infor-
mation is often not available for 3 weeks even when the check is
cashed promptly), double payments may occur. To obtain the expe-
dited replacement process, S8A agreed to have Treasury debit us
with any such double payments and SS5A would be responsible for
collecting the overpayment.

Related Focls

Through the use of the SSADARS online data base, DO's are
able to screen out approximately 50 percent (10,000 to 15,000} erro-
neous allegations of nonreceipt each month. The following are the
number of nonreceipt claims transmitted to Treasury each month.
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receipt claims as a regular nonreceipt case (i.e., no immediate
issuance of a substitute check unti the “negotiated” check file
has been searched).

RECLAMATION PROCESS

Whenever there is a payment made to an 85! recipient for which
he/she is not entitled (i.e., excess income, living arrangement, or
termination eventis such as death), an erronecus pavment or over-
payment is established. For cases where there is an overpayment
and the recipient alleges nonreceipt, or in cases where the recipi-
ent 18 deceased or legally incapacitated, a reclamation action is
processed by SSA to Treasury. This action is almost identical to the
nonreceipt process except that the credit for the payment is re-
turned to S5A if the claimant did not negotiste or receive the pro-
ceeds of the check:

From the beginning of the program until May 1982, this was &a
manual process. The SSA regional offices prepared a form SF-1184
{(Unavailable Check Cancellation) based upon an investigation by
the SSA DO, The form SF-1184 was processed through the Treas-
ury Birmingham regional disbursing center by verifying that a
check was paid and not returned. They provided complete check de-
scription (check symbol, serial number, date, and amount) to the
Treasury Divigion of Check Claims (DCC). The Treasury, DCC veri-
fied whether the payment was negotiated, and if not, credit for the
outstanding check was transferred to SSA. If the check was paid,
they investigated the possibility of forgery. If confirmed, the pre-
sented financial organization was requested to return the money to
Treasury for SSA’s credit. If the recipient was alive, the SSA DO
usually heiped interview the recipient regarding the check.

This process is significantly different if electronic funds transfer
(EFT) payments are involved. The request for Treasury investiga-
tion is the same, however, the Treasury Birmingham disbursing
center (for all S5I payments) after verifying an EFT payment and
the fact that it has not been returned contacts the financial organi-
zation. It should be noted that EFT reclamations are only processed
on cases where the recipient is deceased or declared legally incom-
petent.

This manual precess worked fairly well except for some cases
where photocopies of the checks could not be obtained or were il-
legible. Also, some financial organizations failed to cooperate fully
in returning monies to Treasury for forgeries. This has improved
since the Treasury now has authority to charge interest (since May
1981} on financial organizations failing to cooperate and offset
(gince early 1980) against monies due the financial organization, if
necessary. The Treasury DCC also improved quality control ever
photocopies and the identification and control of negotiated check
microfilms.

SSA and Treasury negotiated and developed an automated recla-
mation system in late 1981 which was implemented in May 1982,
This process allows transmission of the SF-1184 actions through
the SSI system and the valid reclamations are included on the
daily S8I nonreceipt tape transmitted to Treasury’s Birmingham
disbursing center each evening. The average processing time for
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have produced some anomalous results. Because of the Secretary’s
discretion, current deeming policy attempts to mitigate some provi-
sions thal the statute mandates for SSI eligible individuals, and ap-
plies others, The complexities in our deeming formulas are de-
signed to address those not-always-harmonizing considerations,

Section 405 of Public Law 56-285 added a new kind of deeming:
Effective October 1, 1980, the income and resources of sponsors of
aliens are considered to be those of aliens they sponsor. A sponsor
is an individual who has signed an siffidavit agreeing to support an
alein as a condition of the alien’s admission for permanent resi-
dence in the United Biates. Under the new law, the Department of
Justice and State will inform sponsors that information they
supply will be given to SSA and that they may be asked for addi-
tional information if the aliens apply for S81 payments.

There are some exceptions. Under the terms of the statute we do
not deem a gponsor’s income and resources to aliens who have been
admitted as refugees under certain provisions of the Immigration
and Naturalization Act or to aliens who have been granted politi-
cal asylum by the Atiorney General of the United States. Nor do
we deem to aliens of any age beginning with the time they meet
the statutory definition of blindness or disability, ¥ this cccurs
after their admission to the United States, Deeming stops if it ap-
plied before the blindness or disability begins.

A sponsor’s income and resources are deemed to aliens who first
apply for 881 benefits after September 30, 1980, and are deemed to
aliens for 8 vears after their admission to the United States.

CURRENT DEEMING WORKLOAD

500,000 to 350,000 5SI cases reguirve deeming computations onge
or more during a vear, even though actual deeming (that ig, deem-
ing which reduces the benefit} cccurs in only about 54,000 spouse-
to-spouse cases, and 17,006 parent-to-child cases, which total 71,600
deeming cases.

12 percent of spousal and parental income deeming cases are
automated.

41 percent of all spousal income deeming cases are auvtomated. (A
CR only hag to enter income data.)

2h percent of all parental income deeming cases are automated.
(A CR does not have to do any deeming computation. For the re-
maining 75 percent, an online comyputation program is available to
assist with the manual computation.}

There are about 15,000 sponsor-to-alien deeming cases per year;.a
further breakdown is not yet available.

Owe-THirn REDUCTION

The 551 program is designed to provide a minimum income level
to needy aged, blind, and disabled individuals whose income and re-
sources are below levels established in the statutes. Section 1612 of
the act provides that in determining an individual's eligibility for
and amount of 581 payment, the individual's earned and unearned
income must be taken into account. This section also provides that
income includes support and maintenance. However, in recognition
of the practical difficulties involved in determining the actual
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viduals who live in households, including those who own or rent
their homes and those who do not.

If an individual receives in-kind support and maintenance from
within the household, SSA values the in-kind support and mainte-
nance under one of two rules—the statutory one-third reduction
rule or the regulatory presumed maximum wvalue rule (20 CFR
416.1131 and 416.1140, respectively).

Two criteria must be met in order for the one-third reduction to
apply. The individual must live in the household of another
throughout a month and receive both food and shelter from within
the household. The first of these criteria, “lving in the household
of another,” iz met when the individual does not own or rent the
household, does not contribute his/her pro rata share of expenses,
does not live in a noninstitutional care situation, and does not live
in a househeld where everyone else receives specified public
income maintenance payments. An individual meets the second cri-
terion when both food and shelter are received from within the
household. Examples of when this criterion is not met are when
the individual buys all of his/her own food apart from everyone
else’s food or buys and eats all meals outside the household.

When SSA determines that in-kind support and maintenance
from within the household ig subject to the one-third reduction
rule, it is valued at one-third the Federal benefit rate (FBR). Re-
gardless of whether the actual value of the in-kind support and
maintenance is more or less than one-third the FBR (ie., the indi-
vidual's pro rata share of household operating expenses minus his/
her contribution), 88A counts one-third of the FBR.

When in-kind support and maintenance from within the house-
hold cannot be valued at the one-third reduction because one of the
criteria 18 not met, the in-kind support and maintenance is valued
under the presumed maximum value rule. S8A presumes that the
value of the in-kind support and maintenance is equal to one-third
the FBR plus $20. If the individual wishes, he/she may submit evi-
dence to rebut this presumption. If the evidence submitted estab-
lishes that the actual value is less than the presumed value, SSA
counts only actual value, However, even if the evidence establishes
that the actual value is greater than the presumed valueg, only the
presumed value is counted.

When there is an indication that in-kind support and mainte-
nance may be received from within a household, 554 FO personnel
ask the individual gquestions about househeold operating expenses
and his/her contribution toward them. I the individual's answers
clearly show that he/she reeceived both food and shelter while
living in the household of another or that he/she receives in-kind
suppert and maintenance and it actual value is more than the
presumed maximum value, SSA obtains no further evidence, In
these cases, the individual’s own allegations support 85A's admin-
istrative presumption that an individua! living in the household of
another receives in-kind support and mainfenance suhiect to the
one-third reduction or that the individual receives in-kind support
and maintenance actually worth the presumed maximum value or
more. However, if the individual’s own allegations raise a question
about charging in-kind support and maintenance at the one-third
reduction or presumed maximurm value, 88A FO's explain to the

33~416 O—B4—17
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State data exchange (SDX) subsystem.—The SS1 -State data ex-
change subsystem is a comprehensive system for exchanging SSI
daia with the States.

File search subsystem.—This subsystem provides a mechanism for
dealing with only those records which require updating. This re-
sults in faster processing time.

Direct deposit subsystem.—This subsystem provides the facility
for directing recipients’ payments to participating banking institu-
tions.

By mid-1977, the following two subsystems were implemented.

Online edit of district office communications to the central
gystem.~—This subsystem edits transmissions submitted by field of-
fices via SSADARS. Tt performs a “surface” edit on the data, and
returns any errors detected immediately.

Interface with other agencies.-——This subsystem includes several
ongoing interfaces between the 58I master file and the files of
other agencies such as the Veterans Administration, the Railroad
Betirement Board, and the Office of Personne]l Management.

This completed initial implementation of 21 out of 22 subsystems.
The only subsystem not implemented is the automated case compo-
sition subsystem which provides for the automated changing of a
family composition due to death, divoree, etc. Work on this subsys-
tem was deliberately delayed several times in order to permit work
on projects which were more significant in terms of providing serv-
ice to the public. The project is currently underway, however, and
will be implemented in fiscal year 1984.

DAILY UPDATES

As previousty mentioned, initial claims and posteligibility trans-
missions are stored for processing at a later time. Only query re-
guests for data from the online, skeletal master file are processed
immediately. The stored transactions are then processed in the off
hours at night when there is less demand on the host computer.
The original plan was to have a daily process which would {ollow
each normal workday (in other words, five daily updates each
week). However, computer resources have been such that there
have rarely, if ever, been as many as five “daily” updates in any
week. The systemn has actually averaged about three updates per
week since inception of the program.

The significance of the number of weekly updates to the filed of-
fices and to the claimants/reciplents in general is that there is
direct relationship between the frequency of file updates and the
gpeed with which initial cilaims and posteligibility transactions are
processed. In addition, some complex transactions must be accom-
plished in strict sequence by multiple transmissions, each of which
must be processed in separate consecutive updates.

VERBION CONCEPT

From the very beginning, the 881 systemn has followsd the prac-
tice of freezing the computer software and of updating it only at
regular, scheduled intervals. These periodic updates are called ver-
sions.
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THE MAJOR S5 SUBBYSTEMS

Broadly speaking, the total SSI system called for the develop-
ment of 22 subsystems which would interact with each other and
would co Iectively represent the entire S8 computer system. These
subgysterns perform the major tasks of the initial claime process,
the posteligibility events process, the benefit compumtion Drocess,
and the payment, control and accounting processes.®

On January 1, 1974, when the S8 system first went “live,” only
12 of these %ybsystem& were operational, and they contained num-
berous errors. This is the reason why the first § months of life
under the 581 program were extremely hectic, with frequent delays
in processing reported changes. However, the subsystems in place
were the most vital ones, the bugs were quickly ferreted out, and
work procesded rapidly on bringing up the remaining subsystems,
Also, the system provided the following mechanisme to insure that
recipients’ needs were met:

(1} Emergency advance payments—up to $140 in cash from
imprest funds could be advanced to claimants in dire need,

(2) Manual one-time payments—the normal routines could be
circumvented by authorizing the Treasury Department to re-
lease one-time-only payments immediately, This eliminated the
normal 1 to 2 week delay in delivering the first check, and was
a way to tide the recipients over until the normsl system proc-
esses took control,

(3) Force payment—bars and limitations in the automated
system could be overridden te “force” it to pay a desired
amount,

Following is a briel description of each of the 12 subsystems that
were operational on January 1, 1974

Input edit subsystern.—This subsystem receives data via the tele-
communications network from the fisld offices and edits and for-
mats the incoming data for susequent processing in the initial
claims and posteligibility subsystems.

Index subsystern.—This subsystem sets up an intricate indexing
systern of gocial security account numbers and claim numbers of all
85I recipients. This subsystem provides great flexibility in detect-
ing duplicate applications and further provides a means of working
with eligible couples 83 one entity within the 5851 data base.

MBR/SEE interfuce subsystem.—'This subsystem provides for
interfacing with, and extracting data from, the two basic sccial se-
carity files-——the master beneficiary record (MBE), containing data
on every person receiving title il benefits, and the summary earn-
ings record (SER), containing data on every social security account
number holder,

Initiol claims subsystem. —This subsystem provides for monitor-
ing and perfecting a new 581 application to the point of making the
first systems generated payment.

Fost entitlemnent subsystem.—This is bdﬂjcaﬂy a data mainte-
nance subsystem which allows changes to be made to any and all
data elements contained within the master record. Initially this

¢ 854, Office of Advenced Systems, Present Process Documentation, QA4S publication No. 014,
19717,
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range of service to the public but are dependent on their parent
office for systems support.

CONTACT STATIONMS

Contact stations are established in remote areas to provide
intake service only. Workloads that are initiated at a contact sta-
tion are processed in the parent district or branch office. Contact
stations usually are located in space provided by community orga-
nizations, local governments, churches, etc., and are open for spe-
cific times on specific dates. Normaﬂy fiel d representatives (FR's)
and/or claims representatives (CR’s) travel to the contact station,
serve the public, and return to the DQ/BO with any work requir-
ing further action.

FIELE OFFICE STAFF

Although 8SA has a variety of facilites to serve the public, the
major point of public contact with SSA is in district and branch of
fices. Appendix B contains a description of the management and
staff of a district or branch office. Note that we have outlined the
job duties in general terms. Each employee type has additional
duties other than those described.

Except for the management positions (DM, ADM, 00), ihe
number and type of employees in an office is related to the office’s
workload. Small offices may have as few as two or three CR’s,
while some of the larger metropolitan offices have as many as 50
or more CR’s.

SvsTEMS

BACKGROUND

The S8I legislation presented a unique challenge to the Social Se-
curity Adminigtration (SSA) because the SSI program had charac
teristics that were different from those SSA had previously faced.
These included:

I(1) Lack of a Federal system of any kind for processing SSI

claims.

(2} Presence of an early deadline, Janvary 1. 1974, for the is-
suance of checks.

(3) Special needs of the claimant and recipient groups.

(4) Frequency of changes in the status of the claimant and
recipient groups.

(5) Need to transfer millions of existing State and local
records; and

(8) The fact that 851 i a joint Federal-State program.®

The initial benefit rate effective January 1974 was $130, but this
wag raised to $140 retroactively in February. This caused an imme-
diate revision to the computations subsystems, and created a large
notices workload.

At the same time that the initial 55! computer programs were
being developed, there was an effort underway to convert recipi-
ents from the rolls of the various States. This was a complex job

3 Philip J. Rutledge, Report of the SSI Study Group, 1976, p. 190
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STRUCTURE OF SSA’S FIELD ORGANIZATION

All field offices are directed from SSA headquarters through a
series of management levels. The diagram illustrates the chain of
command for field office operations. The numbers in parentheses
indicate the number of such offices throughout the country.

COKMISSIONER
SEA

DEPUTY COMMISSIONER |
OPERATIONS

RECIONAL (10}

COMMISSIONERS
AREL (76)
DIRECTORS

ITELEsERVICE (34)

CENTER
DISTRICT {(641)
OPTICE
TRANCH (6977 RESILDENT (657 CONTACT{ 205G
[oPFICES STATIONS ST ATIONS

LOCATION AND NUMBER OF FIELD QFFICES

SSA has the largest network of field offices of any Federal
agency. All of these offices are open to the public during estab-
lished business hours. In addition to formal FO's (ie., district and
branch offices), SSA operates a number of contact and resident sta-
tions to serve the public in remote or sparsely populated areas. As
of October 1983, S8A had a iotal of 1,338 district and branch of-
fices, 34 teleservice centers, 2,959 contact stations, and 65 resident
stations.

Field offices are established and located using guidelines pub-
lished in S8A’s administrative directives system. However, the
public is free to use whatever facilities it chooses in handling social
security business. Nothing in these guidelines implies “assign-
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the Federal program where necessary to at least maintain assist-
ance recipients’ incomes at their December 1973 levels if they re-
ceived benefits at that time; this is mandatory supplementation,
States which do not maintain their current assistance recipients’
December 1973 income levels are not eligible for Federal matching
funds for the Federal-State medical assistance program.

After Congress provided cost-of-living adjustments (COLA’s)
based on increases in the Consumer Price Index (CPI), there was
concern that the increased Federal benefit levels wonld not be
passed on fo recipients because Sistes might reduce the dollar
amount of their State supplementary benefits by the amount of the
increase in the Federal benefits.

Under the provisions of Public Law 94~585 (October 21, 1976),
Congress required the States to pass through increases in the Fed-
eral benefit rate to the 58! recipienis. States were given two op-
tions in meeting this requirement—maintaining the December 1976
payment levels to all categories of recipients, or maintaining the
previous year's total supplementation expenditures (compliance is
measured on a July 1 through June 30 basis prior to January 1984
and on a dJanuary through December basis beginning January
1984). A State electing to use the second method was free to adjust
payment levels of various categories of recipients so long as its ag-
gregate yearly expenditures equaled expenditures over the previous
iZ-month period.

Congress, some 6 years after the institution of mandatory pass-
through, made three changes in passthrough requirements in rapid
succession. These changes were made in response to States’ fiscal
worries and in recognition of the interaction of a declining S8
caseload and the two options available to States under the pass-
through provision. Because there were fewer eligibles to pay, States
that had chosen to maintain expenditure levels could not meet that
requirement easily. The alternatives were either to raise payment
levels so that the expenditures weuld equal the previous year’s or
to switch to the individual payment level methods which would
entail going back to the December 1976 level and passing through
all cost-of-living increases since that time,

The first amendment, a provision in Public Law 97-248 (Septem-
ber 3, 1982) allowed States using the aggregate expenditure method
to switch to the payment level method by maintaining the levels in
effect in December of the previous period rather than those in
effect in December 1976, This permitted States to adjust their sup-
plementary programs to current conditions and still operate them
in the most economical manner at little or no risk to recipients.

The second amendment, contained in Public Law 97-377 (Decem-
ber 21, 1982}, waived certain requirements of the passthrough pro-
vision to protect States from losing medicaid funding because their
expenditures for 881 supplementation in the period July 1980-June
1981 had fallen short of expenditure levels in the preceding 12-
month period. Once again, this result was obtained without risk to
recipients because the shortfall in expenditures had not been
caused by the States having lowered their benefit levels, but by a
declining caseload.

Mandatory passthrough was meodified a third time by a provision
of Public Law 98-21 {April 20, 1983). A State using the payment
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S8I: LEGIBLATIVE EISTORY

FEDERALIZATION OF WELFARE CATRGORIES

The &8I program was enacted as part of the Social Security
Amendments of 1972 (Public Law 92-603). Prior to enactment of
this law four cash benefit assistance programs were operated by
State and local jurisdictions ander titles of the Bocial Security Act:
(ld age assistance (OAA), aid to families with dependent children
(AFDC), aid to the blind (AB), and aid to the permanently and to-
tally disabled (APTD). The Federal Government provided grants-in-
aid which maiched State funds spent on the basis of formulas con-
tained in the respective titles of the law.

According to committee reports, Congress expected that under
the new Federal program, uniform eligibility requirements and
benefit payvments would replace the multiplicity of reguirements
and pavments under State-cperated programs. Eligibility and pay-
ment amount are clearly defined in the law and are related to facts
that can be objectively determined. The area of administrative dig-
cretion is limited. The Federal eligibility requirements and pay-
ment level are identical throughout the 50 States and the District
of Columbia.

The basic eligibility requirements are that the individual be 85
or over, or blind or disabled and meet the statulorily defined
income and resource limitations as well as the citizenship and resi-
dency requirernents.

For the blind and disabled, generally the same definitions of dis-
ability and blindness as used in the coniributory soccial insurance
program are used for determining eligibility for benefits.

The payment amount is determined by subtracting countable
income from the payment standard. In determining income, both
earned and unearned income are taken into account. Farned
income includes wages and net earnings from self-employment, and
unearned income inciudes all other income. A certzin amount of
each type of income is excluded from consideration,

in addition Yo the consideration of income in dstermining eligibil-
ity, there are resource limits established by law. In determining re-
sources, a home, household goeds, personal effects, and certain
other items are excluded.

SIGNIFICANCE OF B5A ADMINISTRATION

The 5851 program was envisioned as a basic national
income maintenance system for the aged, blind, and dis-
abled which would differ from the State programs it re-
placed. * * * It would be administered by the Social Secu-
rity Administration in a manner as comparable as possible
to the way in which henefits were administered under the
old age, survivors, and disability insurance (OASDI) pro-
gram. * * * The Intent was not to give the Social Security
Administration a new type of job to do which would be
similar to the job previously done by welfare agencies, but
rather to take the income maintenance functions previeus-
ly handled by the State welfare agencies and transform
them into something which would be handled by the Social
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individuals to 84 percent of the poverty threshold and for couple to
98 percent of the poverty threshold. Provisions of State suppements
lifted maxirmum benefit levels for aged individuals above the pover-
ty level in six States.®®

Census Bureau data show that in 1983, 55 percent of the
2,743,000 households receiving S8I benefits had incomes below the
1982 poverty threshold (see table 2). However, data also show that
had cash assistance (351, A¥YDC or general assistance) to persons 65
or older not been available in 1982, 442,000 more persons would
have had incomes below the poverty threshold (see table 35). That
is without case welfare, the poverty rate of the aged would have
been 10.6 percent higher (a rate of 16.3 rather than 14.6). Further
the data indicate that if persons age 65 or older who received cash
assistance (831 AFDC, or general assistance) had received $31 more
a week, they would have had incomes equal to the poverty thresh-
old (see table 36).

TABLE 35.~-PERSONS IN POVERTY UNDER VARIQUS INCOME CONCEPTS, BY AGE GROUP: 1682

Totat income fess—
Unesaploy-
Ol
Ema earn‘ggs, ment Totl
Dt Gwdeds,  Seci! T OMIL e
ey L woity g b S fits—
n%sum and misc,  reilvoad compensa- general gfood
income  retirement s, assistance stamps
veterans
pension
Total (in thousands) .......coevrenrmssscsns _141398 57435 48230 36853  37EL9 36539 3274

Chitdren (less tham 18) .o 13647 16234 14536 13,856 14603 14284 12905
Persons age 18-64 ... . V000 26238 20642 jBA0A 18894 1RO 16185
Persons age 65 and over. 3761 16043 13053 4594 4177 4194 3843

Total {percent) ..

150 251 e 181 154 159 43

Children {less that 18).....coemvnmminsrevsresaeeessenns A 260 233 22.2 234 229 0.7
Persons age 18-64 .. 120 179 146 130 134 128 115
Persons age 65 a0 BVEL......coourvsrnes seessermrssseneeecns 146 823 50.7 178 180 153 14.2

Total {percent change) - 287 —6.7 -85 58 4.8
Children (less than 18} ......coveccrrcee. -5l 15 -85 45 54

Persons age 1864 oovrienn,
Persons age 65 and over ..

—-H& 76 160 -85 48
.o -JL3 ~183 90 108 29

Souree: Congressional Research Service,

4% Alaska, California, Idaho, Massachusetts, Nebraska, and Wisconsin,
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cost of the services to be offset by fulure savings in 5SI pay-
ments.

The criteria are intended fo exclude those whose impairments
are responding to treatment and who can be anticipated to go off
the 881 roll without the need for vocational rehabilitation services,
The emphasis on “productive activity” rules out services that
might be aimed at restoring an individual to nonremunerative ac-
tivity or to a marginal earnings capacity that would fall short of
substantially reducing dependence on 581 pavments.

Disabled individuals who are medically determined to be drug
addicts or aleoholics can receive 58I only if they accept appropriate
treatment for their conditions at an approved facility., Under the
monitoring program State vocational rehabilitation agencies, or
other State agencies under contracts with the Secretary of HIS,
are to refer drug addicts or alecholics to approved treatment facili-
ties, monitor their treatment, and report noncompliance and suc-
cessful treatment to the Social Security Administration.

Public Law 94-b66 enacted October 20, 1976 added a new catego-
ry of services. Under the 1976 provision, medical developmental
and social services were to be provided for disabled child 881 recipi-
ents under age 16. Previously the law did not contain specific pro-
vision for services or referral to services appropriate for children,
The vocational rehabilitation provision in the law was designed for
people who enter or reenter the work force and generally did oot
provide the types of services that disabled children require. Serv-
ices for blind and disabled children were transferred cut of the De-
partment of Health and Human Services and into the Public
Health Service in 1980,

The law reguires that each blind and disabled SS5I recipient
under the age of 656 must be referred to the State vocational reha-
bilitation agency. Any individual may be found ineligible for 881
benefits if he refuses to accept any vocational rehabilifation serv-
ices.

Prior t¢ the 1981 Budget Reconcilistion Act, the 85I law provid-
ed that Federal funds be used fo reimburse State voecational reha-
bilitation agencies for the cost of rehabilitation services provided to
disabled and blind 88 recipients. In October 1981, a substantial
change was implemented. As a result of the Reconciliation Act, the
SSA now provides funds only to reimburse vocational rehabilita-
tion agencies for cosis incurred in successfully rehabilitating 881
recipients. A successful rehabilitation is defined by law as cne in
which vocational rehabilitation services result in performance of
substantial gainful activity for a continuous period of Y months.

LOW-INCOME ENERGY ASSISTANCE

States have considerable discretion under the low-income energy
assistance program to determine eligibility criteria and the types of
assistance to be provided to low-income households fo deal with
high energy costs.

Federal funds may be used to make payments to households in
which one or more individuals is receiving AFDC, food stamps, 8SI
or certain veterans’ benefits or to households with incomes that do
not exceed the greater of 150 percent of the poverty level or 60 per-



200

States may also cover persons receiving State supplementary SSI
payments or persens who would be eligible for cash assistance
except that they are residents in medical institutions (such as
skilled nursing facilities). As noted earlier, the S8I payment to re-
ciplents who are in medical facilities in which medicaid pays more
than half of the cost of their medical services and treatment is re-
duced to $25 a month.

States are required to extend medicaid eligibility to aged, blind,
and disabled persons who were eligible for medicaid in December
1973 as long as they meet the 1973 criteria; to persons receiving
mandatory State supplements; and to persons actually receiving
S81 and/or State supplements who loge their eligibility for SSI or
State supplements solely because of social security cost-of-living in-
creases.

States are required to offer the following services to categorically
needy recipients under their medicaid programs: inpatient and out-
patient hospital services; laboratory and Xaay services; skilled
nursing facility (SNF) services for those over age 21; home health
services for those entitled to SNF care; early and periodic screen-
ing, diagnosis, and treatment (EPSDT) for those under ape 21;
family planning services and supplies; and physicians’ services.
They may also provide additional medical services such as drugs,
intermediate care facility (ICF) services, eyeglasses, inpatient psy-
chiatric care for individuals under age 21 or over 65. States are
permitted to establish limitations on the amount of care provided
under a service category (such as limiting the number of days of
covered hospital care or the number of physiciang’ visits).

MEDICARE

In 1983, about 12 percent of aged and disabled medicare enroliees
were also covered by Biate medicaid programs. While coverage
under medicare part A (hospital insurancegﬁis automatic for most
aged and certain disabled persons with insured status under the
social security system, coverage under medicare part B (physician
services) requires the pavment of a monthy premium.

Yor dual recipients, medicaid usually pays the medicare deducti-
bles, copayments, and monthly part B premiums. Even go, medi-
care benefits are worth little to most S8I recipients because SSI re-
cipients are in most cases automatically eligible for medicaid. In
most States, not only does medicaid furnish some combination of
outpatient prescriptions, false teeth and other dental care, eye
glasses, orthopedic shoes, and hearing aids, but it also provides sig-
nificantly better protection against the cost of nursing home care.

SOCIAL SERVICES

In fiscal year 1980, 11 percent of those who received one or more
services from State social services programs under title XX of the
Social Security Act were SSI recipients. The Omnibus Budget Rec-
onciliation Act of 1981 (Public Law §7-35) amended title XX to es-
tablish a block grant to States for social services. The Federal
funds are available to States without a State matching require-
ment, compared to the 25 percent State matching requirement
under the old title XX law. Title XX social services block grant
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FOOD STAMPS

Criginally, the 1872 SSI law stipulated that SSI recipients would
not be eligible for food stamp benefits. Congress anticipated that
the increased cash assistance received by those in the SSI program
would cover any loss of food assistance benefits. Instead, during
planning for implementation of the new 851 program, it was found
that significant numbers of S8I recipients would lose aggregate
benefits if denied food stamps, and Congress changed the SSI law
to allow continued receipt of food stamps except in States where
the 851 payment was increased to replace lost food stamp benefits.
At present, food stamps are denied to SSI recipients in California
and Wisconsin, in return for an increase in their 58I benefit.

In addition, the feod stamp law authorizes a set of pilot projects
in which households composed entirely of SSI recipients receive
their food stamp benefit in cash, separale from their 881 check.
These pilot projects include; the State of Vermont; the State of
Utah; Hennepin County, Minn,; Meonroe County, N.Y.; Cuyszhoga
Country, Ohio; Portland area, Oreg.; Darlington, Dillon, Florence,
and Marion Counties, 8.C.; and Arlington County, Va.

An SSI recipient who lives in one of the States without supple-
mentary cash benefits is eligible for $47 in foed stamps (or cash in
the pilot project areas); a couple is eligible for $63 (see tables 31
and 32). Both of these benefit amounts assume that the recipient
qualifies for major adjustments in their food stamp benefit on ac-
count of their shelter and medical expenses. Combined (food stamp
and 551} monthly benefits (January-December 1984} are 3361 per
individual and $535 per couple, equal to 91 percent of the estimat-
ed 1983 poverty thresholds, respectively.

MEDICAID

In most States, a person receiving a Federal or State SSI pay-
ment is automatically eligible for medicaid. However, States have
the option of limiting medicaid coverage of S5 recipients to per-
sons meeting their more restrictive eligibility requirements carried
over from the pre-8SI programs.

States choosing the more regtrictive eligibility requirements
must allow applicants te deduct medical expenses from income in
determining eligibility. That is, applicants can receive medicaid
coverage if they are able to “spend down” their income, other than
the S8 payment, to the medicaid eligibility level in effect in Janu-
ary 1972. Fourteen States currently use the pre-S8I criteria ** (see
table 34).

4t Opnnectieut, Hawaii, Illinois, Indiana, Minnesota, Missouri, Nebraska, New Hampshire,
North Carolina, North Dakets, Ohio, Oklahoma, Utah, and Virginia
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mine whether that claimant receives both food and shelter
there at less then cost” (gsection V, tab G).

—Operational policy since 1974 has recognized that an individ-
ual living in the household of another may rebut the one-
third reduction rule by establishing that he/she contributes
an amount equal to his/her pro rata share of household op-
erating expenses {alsc known as “sharing’).

—1In 1976, the House Ways and Means Committee stated, “The
committee wished to reemphasize its approval of this “shar-
ing” policy by stating its intention that any SSI recipient
living in the household of another who contributes his pro
rata share toward household expenses should not be subject
to the onethird reduction by reason of his living arrange-
ments.”’

. —While the April 1977 report of the staff te the Senate Fi-
nance Committee stated that SSA’s “sharing” policies are
contrary to Congress’ original intent, it also went on to
admit that the conditions imposed by the statute have
proven difficult to administer. Regarding any attempt to
undo existing policies, the report states that “* * * g
change * * * should be made through corrective legisia-
tion.”

—In a pretrial ssttiement to a civil action suit filed by the
Action Alliance of Senior Citizens of Greater Philadelphia in
May 1977, SSA agreed that the one-third reduction could
apply only if an individual living in the household of another
receives both food and shelter and eats and sleeps in the
household. As a result of this agreement, SSA developed a
policy in 1978 that an individual who eats all meals outside
the household or who buys his/her food separately is not
subject to the one-third reduction.

—A major effort has been underway for several vears to en-
tirely revise operating instructions on in-kind support and
maintenance (ncluding the one-third reduction} and other
in-kind income. A larger portion is complete and was issued
in April 1983. While the general consensus from the field is
that the new version and operational changes are logical and
equitable, they, nonetherless, are stili cumbersome and com-
plex.

QUALITY ASSURANCE

Since the inception of the supplemental security income (8SI)
program, one of the agency's primary commitments has been to im-
prove the effectiveness and efficiency of its policies and their ad-
ministration. Recognizing the need to provide a mechanism in the
complicated cash-assistance program to assure accountability to the
States and to Congress for the hundreds of miilions of dollars being
dishursed monthly, the Social Security Administration (SSA) estab-
lished as an integral part of the Federal administrative structure a
QA system.

The QA system provided for fuil field reviews of sample cases,
with home visits and third party contacts included. The system was
designed to be based upon a universe of all payvments issued so that
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the various programs within its jurisdiction. The review stafl are
located in 10 regional field assessment offices and 17 satellite of-
fices around the country. ,

ADJUDICATION PROCESS REVIEW

This repregents the more traditional review function common in
most QA programs—an end-of-line evaluation of completed claims
to measure adherence to cperating policies and procedures. This
review samples both initial claims taken by 8SA district offices and
redetermination actions processed each mornth. Over 8,000 initial
claims and 5,000 redeterminations are reviewed monthly by QA
personnel.

The reviews examine individual claims folders, taking an in-
depth look at whether the development and documentation in the
casefile follow national program operations manual system (POMS)
instructions. Based on the material in file, an evaluation is made of
the adequacy of documentation and evidence and whether the pay-
ment decision is supportable. Errors are categorized as being either
merely evidentiary in nature, or as leading to an error in the
amount of payment issued.

In addition to providing a measure of line performance in adher-
ing to operating policy and procedures, the adjudication process re-
views are able to give managment data relatively quickly on the
effectiveness and degree of consistent implemention of new policy
initiatives and procedural changes. Thig information can be used to
pinpoint particular areas where problems exist or where corrective
action may be necessary.

PAYMENT ACCURACY REVIEW

Ahove and beyond a simple assessment of adherence to oper-
ational guidelines, S5A is able to measure the quality of the pro-
gram through ongoing reviews of payment accuracy. These reviews
are based on the law and regulations themselves and serve to pro-
vide a consistent overview of the effect of any procedural toler-
ances S8A may be intreducing through ite instructional guidelines.

These reviews go beyond merely examining the beneficiary's
claims folder. Quality reviewers meet with randomly sampled indi-
viduals in their homes and rvedevelop all factors of eligibility (in-
cluding income, living arrangements, resources, ete.). The reviewers
also go the additional step of verifyving eligibility factors, except for
the medical aspects of disability and blindness, with third-party
sources (guch as banks, employers, landlords).

Fach month a stratified random sample of approximately 1,850
cases is selected and reviewed for the correctness of both eligibility
ardd payment amount. Overpayments and underpayments are com-
piled and recorded by entitlement factor and cause of error. These
figures serve as the basis for evaluating the relative “health” of
the SS8I program, as well as the degree of Federal liability for SSA-
administered State payments.

The payment quality data is broken out to provide information
on not only the numbers of errors bul also the specific program
areas in which deficiencies are found te occur. This information
serves as the basis for S5A’s profiling system which allows re-
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During the 18 years of its operation, 4 major deficiency types
have figured most prominently in causing 5SI everpayment/under-
payments:

BANK ACCOUNT CWNERSHIP

A bank account ownership error occurs when a beneficiary is
found to have funds in savings accounts, checking accounts, or
saving certificates totaling over the applicable resource limit
($1,500 for an individual; 82,250 for a couple). Virtually all bank ac-
count error is in the form of payments to beneficiaries who sheuld
get no benefits and results from faulty beneficiary reporting prac-
tices.

BOUSEHOLD LIVING ARRANGEMENTS

Deficiencies of this type result because the beneficiary’s Federal
benefit rate (FBR) did not reflect his correct household living ar-
rangement (i.e., living in own household, living in the household of
another), A major problem involves determining that an individual
can be considered to be living in his own household because he is
paying his pro-rata share of expenses.

WAGES

This type of error happens when earned or deemed wage income
is not reflected on the SSI payment record, or an incorrect amount
is used to compute the 551 payment.

SUPPORT AND MAINTENANCE

This deficiency type occurs when a beneficiary receives support
and maintenance income either in cash or in-kind (in-kind includes
free housing, low rents, free food, etc.), and this income was omit-
ted, or an incorrect amount was used, in determinig the 58I pay-
ment.

The following charts show how the QA data is broken out for
bhoth overpayment and underpayments in a particular sample
period (in this case October 1982-March 1983). As has typically
been the case, bank accounts are the primary cause of excess pay-
ments and incorrectly recorded household living arrangements the
primary cause of underpayments.

EXCESS PAYMENT DEFICIENCY SOURCES, NATION, OCTOBER 1982-MARCH 1983

Percent of Excess
Excess Dotlars Payiment

Beneficiary caused:

fnaccarate or incomplete information (beneficiary/representative payee/third Pany) oo 363 332
Failure to report charges (beneficlary/representative pavee/tRird Party) e e 320 3.9
T e s b s snage s R 66.3 85.1
Agency faflure to take correct action:
Operations:

Incompiete dovelopment and verification by DO of PSC v 162 126
Failre to take action/followup on known change J 19 - 29
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TOP THREE DEFICIENCIES, UNDERPAYMENTS, NATION, OCTOBER 1982-MARCH 1983

{in raitlions of dokars]

Projacted

Percent of Parcent of

Defiiency type underpaymant  underpayment “"fg&gﬁe{m”t
doltars €ases dollsrs

Living arrangements (AOUSBROIY ..o oottt eninens 48.5 288 218

SUDDOT ARG MAMIBIANCE. «.ooo.voereerereeeereeceeecerereesrecenemsssnessess b teb e s st s 170 252 97

WABES. oot smron s sarmiramsssssmmnssspssssssnsnns e o 16.0 152 86

In addition to SSA’s ongoing reviews, which gather data neces-
sary to produce the above reports, special studies are also carried
out to further identify areas requiring corrective actions which im-
prove the efficiency and integrity of the SSI program. Since the QA
systemn was implemented back in 1974, literally hundreds of correc-
tive action proposals have been generated, and refinements to the
program made as a result.

Through data on the source of the error and the overall dimen-
sion of the problem, SSA is able to direct resources toward training
personnel (in areas where the agency is found to be frequently “at
fault”) or in educating beneficiaries on their reporting responsibil-
ities and strengthening application requirements (in areas where
the beneficiary has been found to be primarily responsible for the
error occurring?.

Among the many management initiatives carried out during the
past years to reduce error have been the following:

(A) Prioritizing redeterminations according to QA data error
profiles.

(B) Prepayment review of large retroactive payments,

{C) Special bank account development procedures by district
office claims personnel.

(I A computerized computation system to avoid manual
processing miscaleulations.

(E) A public awareness campaign to assist in making benefi-
ciaries aware of their reporting requirements.

() Special interviewing training to make 58A claims person-
nel better able to make the complex S&I requirements under-
standable to claimanis.

(G) A program to reduce the volume and complexity of B8A’s
documentation requirements.

IMPROVEMENTS CURRENTLY UNDERWAY

Fizrp Orrick Sverems ENHANCEMENT

The field office systems enhancement (FOSE) preoject is part of
S8A’s system modernization plan (SMP). The chisctive of the FOSE
project is to provide field offices with new automated capabilities to
support programmatic, administative and meanagerment information
processes. This entails delivery of advanced processing technology
to automsate many of the annual functions presently being per-
formed. These tasks will be accomplished using a phased-in ap-
preach.
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APPENDIX A. OTHER MAJOR STUDIES

SenatE Fivance CoMMrTTEE Starr RerorTt

On January 28, 1975, the Senate Committee on Finance directed
its staff to conduct a study of the SSI program because there were
indications that the program was not living up to expectation.

The staff’s evaluation of the program covered the first 3 years of
operation—1974 through 1976—and was based on a variety of
sources. These included conferences with administration officials; a
mail survey of State Governors; a telephone survey of and staff
vigits to social security offices; interviews with State and local wel-
fare officials, and interviews and communications with individuals
and agencies interested in the program.

The staff submitted its study report to the chairman of the Fi-
nance Committee on April 18, 1977,

The following summarizes the Staff’s findings and recommenda-
tions;

PROBLEM AREAS

The Staff found major problems in the administration of the pro-
gram, the formation of pelicy, 85A’s interrelationships with the
States and the SSI population, and the disability aspects of the pro-
gram.

Some of the specific problems inciluded:

{a} An inadequate and incomplete computer system.

(b) Shortages in staffing and materiel resources (inadequacy
of staffing was the most severe and persistent problem).

{c} Poor “product’ quality—i.e., a high error rate in pay-
ments, inaccurate disability determinations, incomplete rede-
terminations.

{d} Policy decisions counter to requirements of the statute. -

{e) Confusion about the program’s interrelationship with the
States,

{) Inadequate mechanisms for dealing with emergency situa-
tions faced by recipients. '

{g) A large volume of litigations challenging SSA’s processes.

(h)-A growing proportion of disabled recipients, which in-
volved lengthy claims processing and complex factors.

RECOMMENDATIONS

The staff made numerous recommendations, ranging from sug-
gestions for S8SA action to proposals for legislative changes. Recom-
mended actions inciuded the following:

{a) Commit additional resources as needed to bring the SSI
computer system to completion and adequate functioning.

(b) Reevaluate SS5I personnel requirements and request the
additional positions needed.

{c) Modify the quality assurance program-——eliminate the $5
monthy tolerance for error; establish a continuing sample of
initial claims and post-eligibility actions; establish procedures
for a mandatory second professional review of sensitive and
ervor-prone claims; estabhish a simple quarterly reporting pro-
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FEDERAL S8I PAYMENTS

The long-term goal should be a basic payment level equal to the
poverty level. Eliminate the one-third reduction for living in an-
other person’s household; count only cash contributions as income.
Amend the law to include only liguid assets in the value of re-
sources, to exempt the home in which the recipient lives, and to
exclude household goods, personal effects, and a car from resources,
Modify the program to provide the same earned or unearned
income exemptions for an ineligible spouse as for an eligible indi-
vidual, and to disregard deemed income of parents when a child
reaches 18. Shorten the duration of disability requirement to 6
months.

ELIGIBILITY PROCEDURES

Develop specific rules on informal denials. Establish processing
goals—30 days for initial decisions on aged claims, 45 days for ini-
tial decisions on disability/blind claims.

PROGRAM QUALITY

Make and periodically update an analytic systems review to con-
centrate resources where risks are the greatest. Conduct an audit
of the quality assurance system to ensure that target deficiencies
and resulting errors are corrected. Negotiate revisions needed to
make the accounting system acceptable to the States for the 8SA
reports of supplements paid on their behalf Involve the States in
revising the guality assurance system so that the system becomes
the basis for determining Federal fiscal liability.

ADMINISTRATION

Utilize the current SSA reorganization to create strong program
bureaus with full responsibility and authority for their programs.
Achieve better distribution and use of available staff and stop inap-
propriate use of temporary and term employees. Establish manda-
tory case responsibility from interview through authorization. De-
velop performance goals and standards and institute periodic
formal reviews of actual performance against goals. Make employ-
ee gpecialization the norm instead of the exception in S5A offices.
Establish a means of interrelating with advocacy and legal zid
groups. In administering the program, place major reliance on pro-
jections based on the existing caseload, rather than on original pro-
jections of the SSI universe. Decide whether to permit the States to
use the SDX for outreach efforts. Modify personnel policies to re-
cruit and retain persons trained in the computer sciences and re-
lated fields, to encourage present employees to obtain degrees in
these fields, and to use the probation period of employment and
promotional opportunities to reward quality.

COMPUTER SYSTEMS

Freeze the S8I system and regularly update it. Document and
label each version of the system and retain a backup. Retire oid
vergions as new versions are implemented. Name a project leader
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(f) SSA did not adequately coordinate State and local sery-
ices, nor did it provide adequate information and referral serv-
ices.

{g) SSA did not provide toll-free phone service and transpor-
tation service for its clients.

(hy Both the disability claims process and the hearings proc-
ess took too long; the delay in receipt of benefits often caused
extreme hardship for the claimant.

(i} The definition of digability was too strict and disability
provisions constituted disincentives to working.

() 851 living arrangements and computation rules were con-
fusing and unfair.

(k) 851 payments and replacement of lost or stolen SSI
checks were made too slowly.

RECOMMENDATIONS

Mr. Maldonado recommended that SSA take the following ac-
tions or explore the feasibility of doing so:

(a) Conduct a “continuing client satisfaction survey,” as well
as an ongoing field employee survey, to identify and resolve
problems in service to the public.

(b) Establish a ‘‘central editorial group” to review notices, in-
structions, public infermation, and other written materials to
insure readability.

(c) Increase emphasis on training interviewers and reception-
ists in field offices.

(d) Arrange one-to-one relationships between interviewers
and claimants.

() Place ombudsmen in field offices; establish an advisory
panel of advocates.

() Coordinate SSA services and activities with State and
local social service agencies and provide better information and
referral services.

(g) Coordinate transportation services and provide toll-free
phone gervice to meet the needs of the disabled, elderly, and
disadvantaged.

th) Provide receipts to claimants giving time frames for com-
pletion of their claims.

(1) Promote legislative and/or regulatory changes in work in-
centives for the disabled and simplification of SS8I rules and
procedures.

APPENDIX B.—FIELD QFFICE STAFY

District/branch manager (DM/BM)—The DM or BM is responsi-
ble for the overall operations of the office and for all Social Becuri-
ty activities in the office’s service area. Since branch offices are

subsidiaries” of the district office, branch managers report direct-
iy to the district manager.

Asgsistant district manager (ADM).—The ADM is second in com-
mand to the DM and serves as the DM’s alter ego. Some small dis-
trict offices do not have an ADM.

Operations officer (00).—The OO0 position exists only in large
district offices and serves to coordinate all operational activities,



