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WELFARE REFORM PROPOSALS

MONDAY, APRIL 17, 1978

U.S. SENATE,
SUBCOMMITTEE ON PUBLIC ASSISTANCE

OF THE COMMITTEE ON FINANCE,
TVashington, D.C.

The subcommittee met, pursuant to notice, at 10:04 a.m., in room
2221, Dirksen Senate Office Building, Senator Daniel Patrick Moyni-
han (chainnan of the subcommittee) presiding.

Present: Senators Moynihan, Long, Danforth, Curtis, and Hansen.
[The committee press release announcing these hearings follows:]

FINANCE SUBCOMMITTEE ON PUBLIC ASSISTANCE ANNOUNCES HEARINGS ON
WELFARE REFORM PROPOSALS

Hon. Daniel Patrick Moynihan (D., N.Y.), Chairman of the Subcommittee on
Public Assistance of the Finance Committee, announced that public hearings will
be held on S. 2084 and other welfare reform proposals in late April and early
May, 1978. Six days of hearings are now contemplated: April 17, 18, 25 and 26,
and .May 1 and 2. The hearings will begin at 10 a.m. each day and will be held in
Room 2221, Dirksen Senate Office Building.

Senator Moynihan stated: "In early February, the Subcommittee held two In-
formative days of hearings at which Secretary Califano, Secretary Marshall,
Assistant Agriculture Secretary Foreman, and Censtls Director Plotkin explained
the Administration's proposed 'Better Jobs and Income Program.'

"After a meeting Friday with President Carter and key Administration and
Congressional leaders in the field of welfare reform, we have decided to proceed
expeditiously to public hearings in the Senate. While the Senate's ability to
move toward enactment of a comprehensive welfare reform plan in 1978 neces-
sarily depends greatly on when we receive a bill from the House of Representa-
tives, where such legislation must originate, it is neverthele-s appropriate for
us to proceed with such essential prior steps as public hearings. The six days of
hearings announced today will afford an opportunity for public witnesses to
share with us their views on S. 2084-the Administration bill-and other pro-
posals that deserve consideration.

"My confidence in the Congress' determination to reform our irrational public
assistance system is undiminished. I have discussed this with Senator Long, with
Ways and Means Chairman Al Ullman, and with my good friend Representative
James C. Corman, whose distinguished chairmanship of the Ilouse Special Sub-
committee on Welfare Reform has provided inspiration, impetus and momentum
to this important endeavor. My conversations with the Premsident and other execu-
tive branch officials indicate clearly that their commitment also remains very
high and their determination firm."

Witnesses who desire to testify at the hearing should submit a written request
to Michael Stern, Staff Director, Committee on Finance, Room 2227 Dirksen
Senate Office Building, Washington, I).C. 20510, by no later than the close of
business on Wednesday, April 5, 178.

Consolidated Tesiynony.-Senator Moynihan alo stated that the Subcommlt-
tee urges all witnesses who have a common position or with the same general in-
terest to consolidate their testimony and designate a single spokesman to present
their common viewpoint orally to the Subcommittee. This procedure will enable

(567)



568

the Subcommittee to receive a wider expression of views than It might otherwise
obtain. The Chairman urged very strongly that all witnesses exert a maximum
effort to consolidate and coordinate their statements.

Legislative Reorganization Act.-Senator Moynihan stated that the Legislative
Reorganization Act of 1946, as amended, requires all witnesses aljpearing before
the Committees of Congress "to file in advance written statements of their pro-
posed testimony, and to limit their oral presentations to brief summaries of
their argument."

Witnesses scheduled to testify must comply with the following rules:
(1) A copy of the statement must be filed by the close of business two days

before the day the witness is scheduled to testify.
(2) All witnesses must Include with their written statement a summary

of the principal points Inluded in the statement.
(3) The written statements must be typed on letter-size paper (not legal

size) and at least 75 copies must be submitted by the close of business the
day before the witness Is scheduled to testify.

(4) Witnesses are not to read their written statements to the Committee,
but are to confine their ten-minute oral presentations to a summary of the
points Included in the statement.

(5) Not more than ten minutes will be allowed for oral presentation.
Written Testlmony.-Senator Moynihan stated that the Subcommittee would

be pleased to receive written testimony from those persons or organizations who
wish to submit statements for the record. Statements submitted for inclusion in
the record should be typewritten, not more than 25 double- Tpced pages in length
and mailed with 5 copies by May 12, 1978, to Michael Stern, Staff Director. Com-
mittee on Finance, Room 2227, Dirksen Senate Office Building, Washington, D.C.

Senator MOYNITIAN. A very pleasant good morning to our guests
here and to our distinguished first witness. This is the second series
of hearings which the Subcommittee on Public Assistance has held
on the question of welfare reform. On February 7 and February 9,
we held two very useful days of hearings on the administration's
program, which has been called the better jobs and income program.
We made very clear at the time that, of course, it was incumbent
upon the Senate to wait for House action on that program, but that
we felt it was useful to go ahead, to anticipate the questions that the
House would raise, and to learn more about them.

Subsequently, Chairman Long and I had occasion to meet with
the President, Chairman Ullman of the House Ways and Means
Committee, and Congressman Corman to discuss the current state of
welfare reform proposals. At that meeting it was agreed that the
Senate would proceed with hearings, at the same time that the House
was proceeding in order to facilitate action on welfare reform this
year. We agreed to the 6 days of hearings which now begin.

In the interval two things have happened, one not entirely encour-
aging. We read in the press yesterday morning that a White House
memorandum to the President concerning urban policy acknowledged
the "dim prospects," as it was said, of the administration's welfare
proposal. This seemed to me a little premature. This subject always
has dim prospects, but somehow it moves forward.

One of the brighter aspects is the second of the two developments,
which is that Senators Baker, Bellmon, Danforth, and Ribicoff have
come forward with a major proposal of their own, by way of an
alternative to the President's program. It 's a thoroughlv construc-
tive, hopeful enterprise which reveals a great deal of careful thought.
We are very happy to open these hearings in which we will pay
particular attention to this new proposal.
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Senator Bellmon, we welcome you here this morning. I wonder if
before you speak, I might ask the chairman of our committee if he
has any thoughts on this matter.

Senator LoNo. Thank you, no, Mr. Chairman. I prefer to hear
Senator Bellmon.

Senator MOYNIHAN. Mr. Danforth is the sponsor with Senator
Bellmon of this bill, and I wonder if he would like to make an
opening statement.

Senator DANFORTI. Thank you very much, Mr. Chairman.
Our welfare system needs to be reformed. Deficiencies in the pres-

ent system are widely recognized. It discriminates against two-parent
families. It. provides no assurance of a minimal income thpt is ade-
quate. It overly consumes the resources of State and local govern-
ments. It discourages and, in some instances, penalizes work.

We have not always recognized or been willing to correct these
deficiencies. The chairman of this subcommittee, Senator Moynihan,
can attest to that. He was instrumental in the development of the
family assistance program in 1969. The concerns addressed by the
family assistance program appeared to many to involve major, radi-
cal departures from the past., but Senator Moynihan was a pioneer,
raising our collective consciousness and, as a result, a greater con-
sensus now exists.

Today, two bills are pending before this subcommittee: S. 2084, the
administration's Welfare Reform bill, and S. 2777, a bill of which I
am a cosponsor, together with Senators Baker, Bellmon, Ribicoff,
Mark Hatfield, Stevens, and Young. Both bills address many of the
same concerns, concerns incidentally, which were also addressed by
family assistance.

Both bills establish a nationwide minimum benefit so, for the first
time, families can count on a basic level of grant, anywhere in the
country. Both bills reduce the discrimination against intact families
by mandating for the first time coverage of all families regardless of
the presence of both parents. Both bills increase work incentives
through an expanded earned income tax credit. And both bills pro-
vide substantial fiscal relief to State and local governments, enab ing
those governments to use their scarce resources to meet other pressing
needs.

I applaud the President for introducing legislation aimed at cor-
recting these problems. I support many of the objectives S. 2084 seeks
to accomplish. However, there are very real economic, philosophical,
and practical differences between the-bill of which I am a cosponsor
and the President's.

First, there is the question of cost. The administration's bill is
estimated to cost $18 billion in 1982. In contrast, our proposal costs
less than half that amount.

Second, the administration's bill relies too heavily on the Federal
Government for solutions, both in the jobs area, where it proposes to
expand vastly the number of public service jobs, and in the adminis-
trative side, where it contemplates supplanting State administration
with Federal administration.

Our strength as a Nation comes from our diversity and from the
ingenuity of our private sector. We should retain the'States as part,
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ners in our welfare system, as our proposal does. We should enlist
private employers in training and hiring our poor, as we propose.

Finally, the administration's bill is too comprehensive. It would
lead us into new directions which are uncharted. Moreover, as a
comprehensive whole, it discourages piece-by-piece enactment. By
contrast, S. 2777 builds on the strengths of the present system. It
corrects widely perceived problems without totally disrupting the
way our welfare system operates. Each of its reforms is relatively
discrete; thus, if a lack of consensus or the pressures of the legislative
calendar prevent the enactment of the entire bill, parts of it may be
added to other legislation.

For example, this year, we must consider new authorizations for
CETA, a major tax bill, and H.R. 7200, which is on the Senate
calendar. All of these bills are appropriate vehicles for parts of S.
2777, if the subcommittee and the full committee choose to proceed
in this manner.

Senator Moynihan has said, in discussing welfare reform, that in
politics a certain patience is demanded. I believe he is correct. Few
were ready for the reforms proposed in 1969. I am hopeful that time
has remedied that, that we are now able to proceed with a consensus
and enact the changes which the welfare system needs.

Thank you, Mr. Chairman.
Senator MOYNIHAN. Thank you, Mr. Danforth. That was a re-

markably good statement.
Senator Curtis has arrived. I wonder if you would like to say

something, sir.
Senator Cuwris. Thank you, Mr. Chairman. Mine is very brief be-

cause I am anxious to hear our distinguished colleague this morning.
I am pleased to see by the scheduled witness list that we are about

to embark upon a fairly wide-ranging examination of the President's
welfare reform proposals. We have had testimony from the admin-
istration previously, and now it is time, I think, that we hear from
many of the outside witnesses who are concerned about the details of
this rather massive proposal.

In doing so, Mr. Chairman, I hope that we can focus our attention
on at lea~t three things:

(A) What does the taxpayer expect when he calls for welfare
reform? In view, there are some rather serious departures from what,
in my judgment, the taxpayer expects and all of the so-called reform
proposals which have been made to date.

(B) What are the costs of each of the proposals? We have already
seen, according to CBO, that the President's plan has been seriously
underestimated in its total probable cost.

(C) What kind of new loopholes, new quality control problems will
be created by any of the suggested new approaches? We have seen
bv HEW's own admission that they are misspending approximately
$7 billion of taxpayers' funds annually. We must be attentive to any
new loopholes and nmnlity control problems that would be posed by
the new proposals. Often, in our wish to have a new solution to an
old problem, we overlook the fact that new and more serious prob-
lems are being created.
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And we should not overlook, as well, Mr. Chairman, the fact that
what is being reviewed here today is one of the most massive pro-
posals for additional Government expenditures that this administra-
tion has made to date. Irrespective of whether or not the President
fulfills his earlier promise to have a balanced budget by 1981, we are
considering here legislation which would cost tens of billions of addi-
tional dollars to Government expenditures for income transfer. We
must scrutinize carefully both the goals and the details of such a pro-
posal, to determine if it is in the best interests of the American people.

Thank you.
Senator MOYNIHAN. I thank Senator Curtis.
Senator LoNo. Mr. Chairman, since we have had these two state-

ments, let me just add a word.
Senator MOYNIHAN. Certainly.
Senator LoNG. We are presently spending $300 billion a year on

social welfare programs. On the part that we call welfare itself, we
are spending $40 billion a year now. One of the statements I have
heard here suggested it is a shame we didn't pass the family assist-
ance plan back in 1969. If we had passed that, we would be spending
at least another $50 billion a year by now, and we would have about
four times the number of people on the welfare rolls as we have
today.

Now, just speaking as one Senator, it is my judgment that you
don't need any more people of the welfare rolls. I think you have
got plenty the way it is now, I think the American people feel that
way. It is my impression that welfare reform to them would mean
putting some of those people to work, and there are a lot more of
them then you know about who, in fact, are working while they are
drawing money on welfare. That would be number two for welfare
reform-doing something about fraud and also, to recognize some of
the facts that haven't been taken into account right now, that the
official poverty figures include a lot of people who as a practical
matter are not in poverty at all.

The American people as a whole are going to greatly appreciate
whatever we do in those areas a lot more than they do the theory of
paying somebody not to go to work. We are doing too much of that
already. That is the direction which I think the great majority of
people would think that welfare reform should go.

It might be the judgment of the Congress that we ought to pay a
great deal more money for welfare, but I would hope that in terms
of welfare reform, we should be thinking of putting more people to
work, making more constructive use of the money we spend, rather
than just adding more people to these rolls.

Senator MOYNI AN. Thank you, Mr. Chairman.
Now, if Senator Bellmon would be patient for one more moment,

I would like to read just a few lines from a letter that Senator
Ribicoff has been kind enough to send, to emphasize the point that
the proposal which Senator Bellmon and Senator Danforth support
is a bipartisan one. There are few persons in this Nation as familiar
with welfare reform as Senator Ribicoff.
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In his letter-which will be available to the press and which I
would like to make part of the record following my remarks-he
writes in a closing paragraph:

I believe we can make progress this year. We can improve the administra-
tion of our programs and the lives of those who are dependent on them. I also
believe, however, that progress requires the support of members from all wings
of both political parties. Incremental reform can move us forward and can
improve the plight of the poor. I hope we do not let the "perfect become the
enemy of the good" in welfare reform.

[Senator Ribicoff's letter follows:]
U.S. SENATE,

COMMITTEE ON GOVERNMENTAL ArFAIRS,
Waehington, D.C., April 17, 1978.

Hon. D. PATaCK MOYNIHAN,
Chairman, Subcommittee on Public Assietance,
Committee on Finance,
U.S. Senate,
Waehington, D.C.

Drgz PAT: I am sorry that I am out of Washington and cannot Join you
today at the hearing on various welfare reform proposals. As you know, I have
long been concerned about the deficiencies In our current system of public as-
sistance. I commend you for holding these hearings.

As you know, I have Joined with Senators Baker, Bellmon, and Danforth
in introducing S. 2777. Senators Baker and Bellmon will describe our proposal
to you today. It is an incremental proposal. S. 2777 builds on existing pro-
grams and existing forms of administration. This legislation takes the AFDC
program and expands It and sets some federal standards. I was Secretary of
HEW when AFDC-UF was first tried on an experimental basis. I believe the
time is now right for expansion nationwide. S. 2777 retains state administra-
tion of welfare programs and state decision-making as to benefit levels. How-
ever, it does standardize the range of benefit levels and resource limits and
earned income disregards. Our legislation provides fiscal relief to bard-pressed
states and an Incentive for states to take over local welfare costs.-We propose
to expand the Earned Income Tax Credit and to use the private sector for
much of the employment effort.

You and I both know how hard It is to make progress in this area. I believe
we can make progress this year. We can Improve the administration of our
programs and the lives of those who are dependent on them. I also believe,
however, that progress requires the support of members from all wings of both
political parties. Incremental reform can move us forward and can improve
the plight of our poor. I hope we do not let "the perfect be the enemy of the
good" in welfare reform.

Sincerely,
ABE Rmxcorr.

Senator MOYMHAN. That is a fine note on which to begin and,
Senator Bellmon, as a Senator and as a former Governor, we are very
pleased to have you here, sir.

STATEMENT OF HON. HENRY BELLMON, A SENATOR FROM THE
STATE OF OKLAHOMA, ACCOMPANIED BY ROBERT FULTON

Senator BELLMON. Thank you, Mr. Chairman.
I am very pleased to be here and I would like to begin by con-

gratulating the committee for holding this series of hearings on what
has to be one of the most important matters facing the Congress at
this time.

As the chairman has indicated, my personal experience with and
knowledge of welfare issues grew out of the experience I had as
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Governor of Oklahoma back several years ago, but clearly, I can't
match the members of the committee in this area. I am sure the com-
mittee will be able to greatly improve upon the bill which my col-
leagues and I are offering and I want to say we look forward to
working with the committee in making these changes.

Mr. Chairman, before I begin my testimony, I would like to ask
consent for Bob Fulton to be here at the table with me. He is a
member of my staff and has done an enormous amount of work on
this bill.

Senator MOYNIHAIR. We welcome Mr. Fulton.
Senator BELLMON. Also working with Mr. Fulton has been Mr.

Nicholas Norton, Mr. Rob Mosbacher of Senator Baker's staff,
Susan Irving of Senator Ribicoff's staff, and Nancy Altman and
Allen Moore of Senator Danforth's staff. We have had also the full
cooperation of the CBO and the Congressional Research Service in
providing the necessary analyses and cost estimates. This bill that is

re you today is truly a joint effort by a great many people who
have worked hard in getting it together. _

There is no question that there are significant problems with the
welfare system in our country. There are inequities in current wel-
fare benefits. There is poor management in some aspects of the pro-
grams. On that point, I would like to congratulate the Finance
Committee for the quality control and Child Support Enforcement
amendments that you have passed in recent years. These have cer-
tainly helped to tighten up the welfare programs, and we are hoping
to build on those in this bill.

Also-and I think this is the major problem-there is insufficient
priority placed on work as an alternative to welfare, and this is one
of the principal thrusts of this bill. I commend President Carter for
giving welfare reform top priority for congressional consideration
this year. It is my personal belief, however, that in presenting the
administration's welfare proposals, President Carter and Secretary
Califano have overstated the difficulty in dealing with the problems
which exist. In many of our States, including my own State of Okla-
homa, we have effective administration and-humanitarian respon-
siveness to the problems of low-income people.

As you know, Mr. Chairman, administration of the AFDC program
has improved dramatically since the initiation of the Federal-State
uality control program back in 1973. In the first half of 1977, the

dollar loss due to payments to ineligible people and overpayments
averaged about 8.6 percent throughout the country. This represents
an almost 50 percent reduction from the error rates back in 1973 and
while it is still too high, I think we should take note of the fact that
we have moved in the right direction.

Moreover, Mr. Chairman, in the first half of 1977, 12 States
achieved a better quality control record in the administration of
AFDC than did the Social Security Administration in administering
the much simpler supplementary security income program.

I do not think we can assume better management will come faster
if we federalize AFDC and food stamps, as compared to the progress
that can be made through a continued Federal-State partnership
effort.

$2.035 0 .161 - 2

0
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I would also like to point out that welfare costs are no longer
running away. Both AFDC and food stamp enrollments have been
dropping in recent months, as the economy has improved and as
State management improvements were installed. As a member of the
Budget Committee, I have become acutely aware that growth pres-
sures in AFDC, food stamps, and SSI, all of which the President
proposes to consolidate, are far less today than they are in medicare,
housing, and even in social security, which are all federally admin-
istered, or in medicaid, which is not dealt with by the President's
proposal.

Having said this, I reiterate my personal conviction that welfare
improvements are needed. I believe S. 2777 offers a workable, bal-
anced plan for achieving the needed improvements. S. 2777, the wel-
fare reform plan which was introduced on March 22 by Senators
Baker, Ribicoff, Danforth, Mark Hatfield, Stevens, Young, and
myself, provides Congress with the opportunity to pass significant
legislation this year to remedy major problems in the Nation's wel-
fare system.

S. 2777 builds on the strengths and corrects the weaknesses of the
present welfare programs. It can be implemented at reasonable cost.
It avoids the risks of untested social, economic, and administrative
concepts in the Carter welfare reform plan. It strikes a balance be-
tween support for those in need and work opportunities for those
who are able to work that is in tune with both the commonsense and
the compassion of the American people.

The American people, Mr. Chairman, are compassionate. Poll after
poll has shown that they want to help members of society who are
unable to sustain themselves at a decent level of living. But at the
same time, the public demands certain things of its elected officials
and of the people who receive support under welfare-type programs.
It demands that the programs be run well. It should demand that.
The public defhands that cheaters not be permitted to receive benefits
of public assistance programs that are intended for people with
legitimate needs. The public is correct in demanding that fraud be
eliminated and that there be administrative efficiency and effective-
ness in our public assistance programs. The public is right in believ-
ing that those members of society who can work to support them-
selves and their families should do so.

In his new book on welfare, Martin Anderson of Stanford Uni-
versity states, and I quote:

Practical welfare reform demands that we build on what we have. The
American peonle want welfare reform that ensures adequate help to those who
need it, eliminates fraud, minimizes costs to the taxpayers, and requires
people to support themselves if they can do so.

S. 2777 is aimed precisely at these objectives.
Let me now summarize the major provisions of S. 2777.
Mr. Chairman, I am skipping through my statement in the interest

of time. I would ask unanimous consent that the whole statement be
included in the record.

Senator MOYNMAN. Certainly.
Senator BrYLMON. T am going to focus primarily on the welfare

changes, as Senator Baker, who is here with me at the witness table,
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will cover the employment and tax provisions of our bill. I want to
stress, however, that we see our proposals as an integrated set of
changes.

Our support for improvements in the cash assistance and food
stamp programs is tied directly to our conviction that work oppor-
tunities for welfare recipients can and must be enhanced.

Mr. Chairman, there are two things that this bill is not. This is
not a guaranteed income plan. Also, it is not a guaranteed job plan.
In my judgment, guaranteeing income would make welfare recip-
ients out of millions of Americans who are now making their own
way, and guaranteeing jobs would be exorbitantly expensive.

These are the fundamental differences between this bill and
President Carter's proposal.

Our bill proposes the following major changes in existing pro-
grams.

First: The allocation of costs of AFDC.
Senator CuRTis. Pardon me, Mr. Chairman.
I wonder, Senator, when you skip, if you can tell us where you

are reading.
Senator BELLMON. OK. I am at the top of page 6.
Senator CURTis. I see. Thank you.
Senator BELLMON. S. 2777 would increase the Federal matching

rate for AFDC program costs through a three-step sequence begin-
ning in fiscal year 1980 and ending in fiscal year 1982, so that in
fiscal year 1982 and thereafter, all States would have a Federal
matching rate of between 80 and 90 percent, unless they elected to
retain either local administration or local funding of part of their
AFDC program and unless they failed to achieve dollar loss error
rates of 4 percent or less. If they failed both tests, their Federal
matching rate would still be at least 65 percent. This compares with
present matching rates of between 50 percent and 78 percent.

This increase in matching rates would be achieved by starting with
the present so-called medicaid matching rate, which is one of the two
ways of calculating AFDC matching rates, and adjusting the Fed-
eral share upward in three equal steps in fiscal years 1980, 1981, and
1982.

This is probably a good point, Mr. Chairman, to mention an aspect
of S. 2777 that relates both to the distribution of costs between the
Federal Government and the States and the question of benefit levels
which I will discuss a little later. I am referring to the fact that S.
2777 would restrict Federal matching of AFDC costs to that portion
of the State's cash benefits which, when combined with food stamps,
did not provide income greater than 100 percent of the official poverty
line for a family with no other income.

States would be free to pay higher benefits if they choose, but if
they do choose to do so, they would be fully responsible for the
portion of benefits which exceeds 100 percent of the poverty line.

Mr. Chairman, I have appended to my testimony a table which
shows the way the increased matching share would work for States
in particular situations. This is attachment 1. 1 would be glad to
discuss this table with you if you have any questions regarding it.

I
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I have also appended to my testimony a State-by-State table show-
ing projected AFDC costs in fiscal year 1982 and the effects of S.
2777 on the sharing of those costs between the States and the Federal
Government. This is attachment 2.

I would like to point out, Mr. Chairman, that S. 2777 would shift
from the State and local governments to the Federal Government
about $3 billion annually in AFDC costs by 1982. This represents a
shift of costs; it is not an increase. Our bill provides only $400 million
less fiscal relief in fiscal year 1982 than the Carter welfare reform 4
proposal and $800 million more fiscal relief than the Corman sub-
committee's revision of the Carter plan, according to estimates pre-
pared by the Congressional Budget Office. This is despite the fact
that our bill would cost $10 billion less per year than the Carter plan.

Significantly, S. 2777 would require the States to provide AFDC
support to two-parent families beginning in 1981. I think this is an
absolute must. This is one of the major AFDC improvements States
would be required to make in return for the higher Federal matching
rate. This means that the 23 States whose AFDC programs do not
now cover two-parent families, in which at least one of the parents
is able-bodied, would be required to cover such families when their
income and resources otherwise qualify them for assistance.

Senator Cuwns. Mr. Chairman, may I ask a question here.
What you mean is childless couples?
Senator BELLMOn. No, couples with children. The present AFDC

program in many States operates in such a way that if a working
parent loses a job and the family is destitute, in order for that family
to qualify for AFDC payments, the parent has to leave home, and
this has broken up a lot of families. I think it is a national disgrace.

Senator CUiris. What is your definition of a two-parent family?
Senator BELLMON. It is a family where both parents live in the

home.
Now, skipping down to the bottom of page 8. The provisions of

S. 2777 on coverage of two-parent families would provide equal treat-
ment of single-parent and two-parent families in low-benefit States.
In high-benefit States, there would still be differential treatment for
the two-parent families, but the cutoff of eligibility for benefits would
be at a more adequate income level and thus far more equitable than
the present rules.

In order to keep the expansion of welfare rolls to a minimum, the
increased coverage of two-parent families is coupled with strength-
ened work search requirements as a part of the WIN guidelines,
eligibility for job vouchers and tax credits which Senator Baker will
discuss, and finally, a last-resort, guaranteed job under the CETA
public services job program.

A third maior change to AFDC would be the establishment of
minimum standards for payments. Under S. 2777, all States would
be required in fiscal year 1981 to pay AFDC recipients high enough
so that, when food stamps are taken into consideration, eligible fam-
ilies would receive an income of at least 55 percent of the poverty
line. The minimum benefit would rise to 60 percent of the poverty
line in fiscal year 1982 and to 65 percent in fiscal year 1985.
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Tying the benefit standard to the poverty line would mean that in
future years the minimum benefit would be indexed so that it moves
up in proportion to the cost of living.

Now, skip over to the second paragraph on page 10. A table is
attached to irty statement-this is attachment 3--showing how AFDC
and food stamp benefits would mesh in the various States in fiscal
year 1982. This table assumes continued growth in benefit levels in
accordance with historic patterns.

A fourth area in which S. 2777 would change AFDC has to do
with the mix of funding and administrative responsibilities between
State and local governments. The bill would create a very strong
incentive for States to relieve local governments of funding and
administrative responsibilities for AFDC programs.

Currently, 18 States have county-administered programs and in
11 States, counties and sometimes cities pay a substantial part of the
cost of AFDC. The final one-third increment of increased Federal
match, which would be available in fiscal year 1982 under S. 2777,
would be denied to States which had not by then taken over full
funding and administrative responsibilities from the local govern-
ment level. To me, that is a very strong incentive to get the States to
take over AFDC from the local governments.

We believe S. 2777 provides for sufficient additional Federal fund-
ing to enable all States to relieve local governments of these respon-
sibilities without net additional cost to the State level. This would
be a major step forward in reducing the complexity of the inter-
governmental relations involved in welfare programs, and would
remove from the local property tax the burden of financing AFDC.
This would, of course, enable local governments to deal more effec-
tively with many other needs.

Now, let's skip over to the second paragraph on page 12. S. 2777
provides for standardization of resource criteria for AFDC eligi-bility.

Skip the rest of that page, to the second paragraph on page 13.
S. 2777 would continue the SSI program as a federally administered,
State-supplemented arrangement. Two major changes would be made
in the SSI program. First, the age level for SSI eligibility would be
reduced from the present 65 years to 64 years in 1980, 63 years in
1981, and 62 years in 1982. This proposal recognizes the difficult
financial problems many low-income people face in their sixties when
their employability is reduced. Many of the people who would be
helped by this change have neither families nor jobs. SSI eligibility
would provide them the opportunity to survive with dignity.

A second SSI change deals with the interactions between SSI and
food stamps. States would be given an option to cash out food stamps
for elderly and disabled persons who are eligible for SSI. States
would simply advise the Federal Government of their decision to
have the program cashed out, and the Federal Government would
add the benefit that would otherwise go through food stamps to SSI
checks paid to individuals living in those States.

S. 2777 proposes expansion and scaling by family size of the
earned income tax credit now in the law. Senator Baker will cover
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this issue more fully, Mr. Chairman, and I suggest we skip over to
the top of page 15.

S. 2777 adopts provisions included in Representative Ullman's
welfare reform bill, H.R. 10711, providing for recoupment through
the income tax system, of AFDC and food stamp benefits paid to
families who have high earnings during part of the year.

Now, skip down to pilot tests on page 15. S. 2777 provides authori-
zation for testing more far-reaching reforms of public assistance and
social services programs. Specifically, the bill calls for pilot testing
of a Federalized consolidated cash assistance prograin similar to
that proposed by President Carter, a full State choice option advo-
cated by various people and a full cash-out of food stamps. In addi-
tion, the bill would provide for demonstration programs that would
involve one-stop shopping service centers responsible for serving
people participating in various public benefit programs.

S. 2777 incorporates the very important provisions on subsidized
adoptions and foster care included in H.R. 7200, now pending on the
Senate floor for action.

Now, the second paragraph on page 16. S. 2777 would replace the
present limited emergency assistance program associated with AFDC
with a more flexible block-grant of $150 million in Federal funds each
year. This money would be divided among the States in proportion
to the AFDC population, but it could be used to assist people who
do not receive AFDC, as well as those who do.

Now, at the bottom of page 16. My associates and I believe we have
presented the committee with a welfare reform plan that can be
supported by liberals and by conservatives in the Congress, by the
administration, and by the public. Our plan builds on the strengths
of the present system, and I think that is the key point. The plan
doesn't junk the present system; it builds on the strengths. It makes
major improvements where the most serious problems exist in the
present system. More importantly, it does not close the door to needed
changes in the future.

This plan would involve initial added cost to all levels of Govern-
ment of about $5 billion more than costs of the present programs.
Over a 5-year period, savings of about $2.3 billion will be realized
under this bill because of the movement of welfare recipients into
jobs, and over a 10-year period, these savings are expected to exceed
$26 billion.

The $5 billion initial cost compares without about an $18 billion
above present program costs for the Carter plan. as revised by the
Corman subcommittee in the Houise. TTnder S. 2777, States and local
governments will be relieved of $3 billion in costs which they pres-
ently bear. while the fiscal relief provided by the Carter-Corman
plan would total about $2.2 billion.

Most of the added costs of S. 2777 will be for the employment and
the earned income credit features of S. 2777. As I stated earlier,
looking ahead 10 years, we estimate that S. 2777 will reduce cash
assistance and food stamp costs by at least $26.billion below what
they would be if current programs were simply continued. The last
attachments to my statement provides, a table which projects future
costs of these programs, assuming S. 2777 resulted in a total of 1.5
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million people taking jobs over the next 10 years, instead of continu-
ing to be dependent on welfare.

In addition to the monetary sav;'Ags, great social gain will be
realized by making this large numbwt of Americans and their children
self-supporting. This bill should produce a significant break in the
troublesome welfare cycle which many Americans are caught up in.

S. 2777 takes a balanced, cost-effective approach to the work ques-
tion. It assumes that we both should and can assure that persons
receiving public assistance work in regular jobs whenever possible.
As Senator Baker will explain, our plan provides vouchers and tax
credits and WIN improvements to facilitate movement of AFDC
recipients into regular jobs.

But we don't stop there. We also change CETA eligibility rules
to assure that many of the existing subsidized public jobs go to
AFDC recipients, rather than to people who can obtain other em-
ployment far more easily.

S. 2777 will improve the equity of AFDC benefits within and be-
tween States and the adequacy of benefits in States which currently
pay very low benefits. Also, the serious inequities relating to two-
parent families will be largely eradicated by the enactment of this
bill.

Mr. Chairman, the Congressional Budget Office has done a real
service in fully and fairly analyzing the effects of Governmental
programs on the poverty problem of the country. You perhaps have
seen the study they made which shows that whereas the Census
Bureau doesn't count food stamps and the benefits of housing pro-
grams as income, the CBO has taken them into account. We are
working up some material from that document, and I would like to
ask unanimous consent to submit for the record at a later time mate-
rial compiled by the CBO on the reduction in poverty as a result of
present programs and various welfare proposals.

Senator MOYNIHAN. Most assuredly.
Senator BELLMON. We just couldn't get that ready for today.
[The following was subsequently supplied for the record:]

U.S. SENATE,
Washington, D.C., August 21, 1978.Hon. Dxiri PATRICK MOYNnHAN,

Committee on Finance, U.S. Senate,
Washington, D.C.

DEAR PAT: During the April 1T, 1978 hearing on welfare reform held by your
Subcommittee on Public Assistance, I promised to provide for the hearing record
Congressional Budget Office estimates of the impact of current Federal programs
in reducing poverty in this country. I further Indicated that I would supply OBO
projections of the poverty population as it would be affected by various reform
proposals.

The following tables are enclosed:
(1) A table showing the numbers of poor In fiscal year 1978, before and after

Federal Income transfer programs. Note particularly that CBO shows separately
the impact on the poverty numbers of social insurance, cash assistance and re-
lated in-kind transfers (food stamps, housing, etc.) and medical assistance
programs.

(2) CBO's projection of the effects on the numbers of poor in fiscal year 1982
of various welfare reform proposals.

I want to stress again that the estimates on the effects of S. 2777, shown on
the second table, do not reflect all componets of the bill as it was actually intro;-
duced. We are confident the refined estimates on which CBO is now working will
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show that S. 2777 would provide a significantly greater impact in reducing
poverty that is shown by the enclosed table. I am also confident that the relative
efficiencyy" of the bill In terms of the ratio between money spent and poverty re-
duction will look much better when we get the revised estimates.

Best personal regards.
HzNRY BELLMO.

Enclosure.

NUMBER AND PERCENT OF FAMILIES BELOW 100 PERCENT OF POVERTY UNDER ALTERNATIVE DEFINITIONS OF
INCOME IN FISCAL YEAR 1978

(Families in thousands' )

Pre-tax Pre-tax Post-tax post-totsl transfer
Pro-tax, post-social post-welfare Pre-tax Income ,

pro-transfer Insurance transfer post-medical
Income Income incomes benefits I II

Number of families
below 100 percent
of poverty------------.2),035 12,048 8, C59 5,752905,13

Percent of all families.. 25.3 14.5 10.4 6.9 7.2

1 Families are defined to include unrelated individuals as I pa'son families.
I Includes food stamps, housing assistance and other nonmedical In-kind assistance.
a Column I excludes medicare and medicaid benefits received by families participating In these programs; column II

Includes medicare and medicaid benIeft
Source: Congressional Budget Office

FAMILIES IN POST-TAX, POST-TRANSFER POVERTY BY REGION OF THE COUNTRY UNDER ALTERNATIVE WELFARE
REFORM PROPOSALS: FISCAL YEAR 19821

Post-tax, post-transfsr Incomes

Special welfare
Current Administration subcommittee Baker-Bellmon Ulman

Category/retion policy (H.R. 9030) ' (H.R. 10950) (S. 2777)' (H.R. 10711) a

Total families ........................ 7,055 4,919 5,045 6, 085 5,681

South ........................... 2,941 2,183 2,290 2,611 2,356
West ............................ 1, 915 881 1,136 994
Northeast ........................ 1 379 845 827 1,101 1, 091
North Central .................... 1449 976 1,045 1,237 1,240

Percent of all families ................. 8.1 5.7 5.8 7.0 6.5

South ........................... 10.8 8.0 8.4 9.6 8.7
West ............................ 7.6 5.4 5.2 6.7 5.9
Northds ........................ 7.0 4.3 4.2 5.6 5.5
North Cetral .................... 6.3 4.3 4.6 5.4 5.4

'Figures may not add to totals because of rounding. An figures are for the nonlstittutionalized population in the 50
States and District of Columbia.

Poverty Is defined on the basis of post-tax and post-transfer income excluding medicare and medicaid benefits.
'Estimates assume that States will supplement the basic Fedoral benefit up to the cash assistance and food stamp benefit

level existing at the time of cash aistance Implain etatlon. Estimate assumes no grandfatherlng and assumes a 1-year
accounting system.

I Based on preliminary specification of the proposal, estimates do not reflect the final bill as submitted to te Congfres.
Estimate assumes partial State supplementation, but does not Indude any State grandfaering expenditures. No pro-
visions for Federal bold-harmkm paymuts we included In the preliminary specifications.

I Estimates assume no State supplementatti of the basic Federal benefit and no grandflathering of current recipients.
The proposal includes no provisi o for Federal hold-harmless payments

Source: Coogresslonal %dge Off*Ic

Senator BEULmo. Finally, S. 2777 will keep decentralized admin-
istration in the AFDC and food stamp programs, rather than launch-
ing a major expansion of the Federal Government. What we are
saying is, we want the States to continue administering those
programs.
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Mr. Chairman, the hearings that you are holding during the next
3 weeks should help all of us to have a better perspective on the
overall welfare reform picture, as we consider these individual pieces
of legislation coming to the Senate floor.

S. 2777 offers Congress a constructive, workable welfare reform
plan. It is a package of changes that builds upon experiences gained
and avoids repeating the mistakes made in the past. I am confident
this plan contains the needed ingredients of meaningful welfare
reform, and I urge the committee to act as promptly as possible on
this highly significant matter.

Senator MOYNIHAN. Senator Bellmon, this has been an extraordi-
narily stimulating opening statement, and I know each of us will have
many questions to ask of you. Of course, you said at the outset that
you would deal with the income maintenance and fiscal relief aspects
of this rather comprehensive incremental program you have and
that Senator Baker would speak in particular to the question of
employment subjects.

Senator Baker, it is an honor to have the distinguished Minority
Leader of the Senate before this heretofore obscure subcommittee.
We welcome you, sir, and ask you to proceed.

STATEMENT OF HON. HOWARD BAKER, A SENATOR FROM THE
STATE OF TENNESSEE

Senator BAKEHR. I am sure, Mr. Chairman, you will not think it a
disparagement of the prestige and obvious importance of the sub-
committee when I say I would rather be doing anything than talking
about the Panama Canal. [General laughter.]

Senator CUimris. We can arrange to have questions go on so you
won't have to pay any attention to it, until about Wednesday, if you
would prefer. [General laughter.]

Senator BAKER. It has taken us longer to debate it than it did to
dig it.dir. Chairman and member of the committee, it is my distinct

pleasure to join my friend and colleague, Senator Henry Bellmon,
in testifying on S. 2777, the Job Opportunities and Family Security
Act of 1978.

And may I express my special appreciation to the chairman of the
subcommittee for this opportunity to testify and for his willingness
to hold these hearings promptly on the several and various welfare
reform alternatives, in an effort to fashion legislation which would
have some opportunity of passage this legislative year.

As Senator Bellmon mentioned, we are fortunate to have as our
prime cosponsors Senator Ribicoff, Senator Danforth, both of whom
are members of this distinguished committee. Both were not only
helpful, but their input was essential to the drafting and publication
of this proposed legislation.

Before I describe the jobs and earned income tax credit portions
of S. 2777, 1 would like to comment briefly on the matter of welfare
reform in general. Few, if any, problems have so perplexed the
country and the Congress as how to adequately and fairly provide for
the genuinely needy among us without encouraging dependence and
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discouraging work. The Job Opportunities and Family Security Act
will not solve that problem once and for all, but it will move us a
large step forward at a pace we should proceed at and at a cost we
can afford.

Too often the Congress has sought to effect reform of the present
welfare system but failed because the undertaking was too ambitious
or the proposals too complex. Although the cosponsors of S. 2777
may differ as to what constitutes the ideal welfare system, we share
the view that reform is essential and that it can be enacted this year
if we proceed with caution. That is what we propose to do.

No attempt to reform welfare can be made without devoting par-
ticular attention to the question of jobs and how to minimize the
period of dependence on cash assistance. It is like trying to make a
sandwich without any bread. Work is inseparable from welfare when
we-ar--dealing with able-bodied individuals; therefore, substantial
emphasis in our bill is given to putting people to work and using the
tax system to make employment more profitable in collecting welfare.
We would do so by proposing a combination of private and public
sector jobs.

In terms of priorities, we set private sector employment as the
primary and preferable objective. Public sector jobs clearly have
their place, but they are Band-Aids for the wounded, not cures for
the disease of structural unemployment. In other words, public sector
employment should constitute an absolute last resort.

When we talk about unemployment statistics and the welfare syn-
drome, we sometimes hide behind the numbers. A rate declines or a
curve expands, and we go from 7 million unemployed to 6,900,000.
The trouble with statistics of that sort is that it is people we are
talking about and not numbers and charts, individual human beings,
and the fact that there are millions of people on welfare and unem-
ployed does not for a solitary moment reduce the anguish of that
plight for each of those individuals.

With few exceptions, they prefer jobs to any sort of welfare bene-
fit, and they prefer meaningful jobs that will last. And that is why
we must look to the private sector, in my view and judgment, as the
only real and permanent solution to this continuing dilemma.

- Last year, over 4 million jobs were created in the private sector, as
a result of the continuation of the present economic recovery. All of
our best efforts here in Washington simply can't compare to the
capacity of the private sector to generate new jobs in an expanding
economy. However, even in an expanding economy, there are those
whom businesses are reluctant to employ for a variety of reasons. In
drafting the private sector jobs portion of our bill, we explored the
obstacles to employment of low-scale and low-wage employees.

The most frequently cited obstacles include the minimum wage,
social security taxes, poor work record or zo work record, and the
location of the jobs vis-a-vis the jobseeker. In S. 2777 we attempt to
deal with many of those problems and provide a means to overcome
them.

Our proposal would consist of two different private sector initia-
tives: a wage voucher system and an improved iobs creation tax
credit. Both programs would be targeted at AFDC recipients, per-
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sons unemployed more than 26 weeks, unemployed youth who have
graduated from secondary school or are over 18 years cid, and per-
sons who have completed CETA public job assignments and have
sought work for 30 days without success.

The first three categories of people must have undertaken an
unsuccessful job search for 90 days in order to become eligible for
either the voucher or the tax credit program.

The Governor of each State would be given the option of desig-
nating which State agency or agencies should administer the two
programs. Presumably the choice would be between the State welfare
agency and the State employment agency. There is also a question of
what role the local work incentive or WIN office would play in the
administration of the program.

Though we believe that it is important to leave the ultimate choice
up to the respective Governors, we are not certain that Governors
should be limited to designating a State agency or agencies. Rather,
we believe consideration should be given to amending the bill to
permit a Governor to contract with an outside organization, if he
concludes that it would do a better job of administering the program
than the established State line agencies.

That recommendation is made so as not to preclude the use of
intermediary organizations which now exist in many cities in an
effort to bridge the gap between the private and public sectors and
to assist in the placement, and training of the hard to employ.

In that regard, I commend to the committee's attention a publica-
tion by the Committee for Economic Development entitled "Jobs for
the Hard-to-Employ." It is an excellent work on both the obstacles
to private sector employment and some possible solutions.

The administering agency would be responsible first for certifying
individual eligibility and providing the program applicant with
proof of that certification.

The administering agency would maintain a permanent list of
employers who had expressed a willingness to participate in either
program. They cannot participate in both programs simultaneously
because of the administrative and accounting difficulties that would
result. Therefore, they must choose one program or the other. Assum-
ing that an individual was certified, the voucher program would
work this way:

Both private and nonprofit employers could participate in the
voucher program. If the administering agency determined that an
employer was legitimate, and that he was not substituting voucher
eligibles for full-salary employees, the agency would send a voucher
eligible to the employer.

The employer may hire the eligible person for a job of not less
than 30 hours nor more than 40 hours per week. The individual must
be hired at the prevailing wage paid other employees in the same
firm pprformina the same functions.

At the end of each month, the employer would send a statement to
the administering agency stating the number of hours worked by
the employee. The agency would then send a voucher to the employer
enual to $1 times the number of hours worked during that month.
The employer could cash the voucher at a reglated financial institu-
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tion, and the voucher would be redeemed by the U.S. Treasury. The
vouchers would continue for 1 year.

One of the most serious potential problems with a program like
this is the likelihood that an employer will substitute or displace
existing full salary employees in order to pick up voucher eligibles.
We attempt to deal with that problem first by providing that no
employer may hire a voucher employee if within the past 60 days a
nonsubsidized salary employee paid a comparable wage was laid off
from that employment. We would require the employer to sign a
statement to that effect on the certification form.

However, if the employer rehires an equivalent number of non-
subsidized salary employees, he may also then hire voucher eligibles.
The difficulty exists in making the system as redtape free as possible
without encouraging windfalls or fraud on the part of the employers.
We encourage any suggestions on ways that might be accomplished,
including the imposition of sanctions against employers who abuse
the program.

The jobs creation tax credit program is similar in some respects to
the voucher, but different in others. As mentioned earlier, it is tar-
geted at precisely the same groups of people. Moreover, the employer
could claim a credit equal to $1 per hour of employment of an eligible
person.

The differences exist with respect to the ability of the employer to
participate. We would apply the same test as now exists in the jobs
creation tax credit enacted last year, which only permits employers to
claim a credit on wages paid to employees hired in excess of 102
percent of the 'firm's employment base for the previous year. More-
over, no firm could claim more than $100,000 in employee tax credits
in any one year. And, finally, the tax credit would be 1 year in
duration.

Mr. Chairman, with your permission, I would omit reading the
balance of my statement on page 7, page 8, page 9, and through the
first paragraph on page 10. The material contained there is largely
historical and forms the basis for the balance of the statement, and
I ask unanimous consent that it may appear in the record as if
delivered.

Senator Moymwum. Exactly so.
Senator BAKER. I was encouraged to see the administration em-

brace a targeted tax credit for jobs as part of its comprehensive urban
policy. Although I have not reviewed the details of their proposal
closely, I would suggest that they bear the same considerations which
I have listed before this committee: the necessity to minimize paper-
work and the specter of government supervision or intrusion in the
affairs of businesses inclined to participate; the importance of ag-
gressive advertising at the local level so that the private sector is
fully aware of the existence of the incentives; proper targeting so
that the incentives encourage the hiring of the hard to employ but
do not so restrict the eligibility of the program to those most stig-
matized in the employment context; and the propagation of a positive
attitude among the private sector not only about the efficacy of the
program, but also the sianificanee of their contribution to solving one
of this Nation's most serious problems.
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We chose to establish two private sector jobs programs rather than
just one for several reasons. First, the job creation tax credit concept
is already in law, even though its success apparently has been limited
so far. We believe that by targeting it and advertising it effectively,
it can have a substantial impact on unemployment. However, the tax
credit alone is not enough because there are some businesses or or-
ganizations which are not eligible to participate. Those include firms
which have not increased their employment over the previous year,
as well as organizations which pay no taxes. For those reasons and
others, we felt that the tax credit effort should be complemented by
the creation of a wage voucher program.

As for the cost of the two private sector programs, the Congres-
sional- Budget Office estimates that by virtue of the people who
would be eligible and employed, we would actually save a small
amount of money overall. In other words, the savings that would
result from removing people from the welfare rolls after 60 days of
full-time employment would more than equal the loss to the Treasury
from the cashing of vouchers or the claiming of tax credits.

That estimate is based upon certain assumptions given the Con-
gressional Budget Office. Specifically, we asked the B to assume
that 500,000 jobs were created under the wage voucher program,
300,000 of those jobs going to AFDC recipients. With that assump-
tion, they estimated that it would cost $1.04 billion in 1982. The
administrative costs of the voucher program were estimated to be
$144 million.

Offsetting those increased costs would be a reduction in AFDC
benefits of approximately $1.22 billion. Therefore, the net cost to the
Federal Government of the wage voucher program would be a sav-
ings of $4 million. The same sort of offset would occur with respect
to use of the tax credit. Unfortunately, the CBO is unable to esti-
mate what the probably utilization of either program would be by
the private sector.

Despite our heavy emphasis upon private sector employment,
public sector employment is also necessary to help those not absorbed
otherwise by the private sector. In that regard, our bill would work
within the context of the existing Comprehensive Employment and
Training Act, CETA. However, we would make certain changes in
CETA which we consider necessary to improve its efficiency and
better coordinate it with other public and private sector jobs pro-
grams.

Our bill only addresses a portion of CETA. It does not deal with
the general countercyclical issue, but only with the existence of public
service jobs for target recipients. The individuals targeted under
S. 2777 for a title VI public service job fall into two categories. The
first category and priority consists of an employable adult in any
AFDC-unemployed parent household who has searched unsuccess-
fully for a regular job for 90 days. As Senator Bellmon has men-
tioned in his testimony just previous, it is essential to guarantee a
job to an adult in an intact family if we are going to require all
States to cover intact families under AFDC.

The second category of target recipients can be divided as follows:
50 percent to other AFDC recipients and 50 percent to other pereonh
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unemployed for 26 weeks or more, regardless of whether they are
receiving unemployment compensation.

Although our bill would maintain the present level of CETA
public service jobs through fiscal year 1979, it would reduce those
jobs to 500,000 for fiscal years 1980 and 1981. The bill would reduce
them further to 375,000 for fiscal year 1982 and 250,000 for fiscal
year 1983. However, no reduction would take place if the national
average unemployment rate exceeded 6 percent the previous year.

Our bill would also make certain improvements in the work in-
centive program. We would begin by giving Governors more control
over that program, including authority to designate the agency or
agencies to administer the program. We would add $200 million to
present WIN funding and convert it to an appropriated entitlement
to assure that the funds were not eliminated in the appropriation
process.

Now, Mr. Chairman, with your permission, I will skip the balance
of page 13 and through all except the last paragraph 14, with the
same unanimous consent request.

Senator MOYNTHAN. Of course.
Senator BARER. Another major element of any attempt to reform

welfare is aid to the working poor. If we want to encourage work
and encourage dependence, we must make work more profitable in
all instances. The earned income tax credit is the best means of
accomplishing that goal.

Under present law, the head of a family with children may claim
a credit on earned income of 100 percent up to $4,000 of income. After
earnings pass $4,000, the credit phases out at a 10-percent rate, which
means that for every additional $10 earned, $1 of the credit is lost.

Our bill would vastly enhance that credit by increasing it from
10 to 15 percent of earned income and permitting one to claim a full
15-percent credit up to the poverty line. In other words, a family
of four with earned income of $6,000 per year could claim a 15-
percent credit before the credit began to phase out.

The point at which the credit begins to phase out will vary by
family size and will increase as the various poverty lines increase.
However, we would phase out the EITC in this bill at a 20-percent
rate or $2 for every additional $10 of earned income.

One of the unique features of our approach to the earned income
tax credit is that we would pay the credit to the employee on an as
earned basis, through reverse withholding. In other words, if an em-
ployee is entitled to a 15-percent credit on his earned income and he
is paid $500 per month, his paycheck would consist of $500 plus $75
or 15 percent of $500.

It is not necessary for an employee to have funds withheld by his
emplover in order to receive the, credit. Rather, the employer simply
subtracts the credit from the total amount he owes the Treasury
Department. The advantages of returning the credit to the employee
in each paycheck rather than all at once appear obvious to me.

Other earned income tax credit provisions of S. 2777 include the
elimination of the 50-percent self-support test, the denial of the credit
for subsidized public service employment earnings, both WIN and
CTA, and the total disregard of EITC income for purposes of
AFDC.
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In conclusion, Mr. Chairman and members of the committee, we
propose incremental reform of the present welfare system. Our bill
would increase family stability, reduce the inconsistencies in the
eligibility criteria among the respective States, simplify and stream-
line ti administration of welfare, provide necessary fiscal relief to
State and local governments, establish new incentives for the private
sector to hire the hard to employ, and make work more profitable
than welfare.

Most of these changes would build upon and improve the present
system. To the extent that we plow new ground, it it with respect to
private sector job creation, and I submit that trying new approaches
is long overdue in that area.

As I mentioned before, people may differ as to what constitutes
the ideal welfare system in America, but they cannot dispute the
fact that the present system cries for reform. The question is: How
much reform is necessary and how much reform is possible? In my
judgment, a consensus in the Senate exists for the type of reform
proposed by my colleagues, Senators Bellmon, Ribicoff, Danforth,
and me. We must not let the opportunity that exists this year to
effect meaningful reform pass because we once again attempted too
much.

Thank you.
Senator MOYNIIAN. Senator Baker, that is extraordinarily stimu-

lating testimony. I am reminded of what must have been the occasion
when Thomas Jefferson explained to a group of congressional visi-
tors that the Louisiana Purchase was an incremental change in the
territory of the United States. It is marvelous, and it is so well stated.
I know that everyone wants to ask questions of you. Because that is
the case and because there are so many Senators here, I wonder if we
might keep ourselves as close to 5 minutes as we can the first time
around. And of course, we have questions for Senator Bellmon.

Uider the rules of the committee, the first question will be asked
by the first to arrive, who is, of course, the chairman of the commit-
tee who, morethan any single person in this country, is responsible
for the earned income tax credit that you have described as so funda-
mental to the condition of the working force.

Senator Long.
Senator Loxo. Thank you very much, Mr. Chairman.
Let me congratulate both of you for adding some very constructive

thinking to whatI believe will be, in the end, a long stride for the
better. My thought is that we should not try to decide these things
based on who is right but based on what is right. You have enough
sugestions here that we ought to be able to buy some of them, if not
all of them.

I. for one, am very pleased to see you recommending this reverse
withholding procedure for the earned income credit because that will
greatly simplify it and also assure the benefits to a lot of people who
presently should be getting it but are not getting it, and I find a lot
of appeal in that.

I would be curious to know what the two of you think about the
approach where you are able to provide somebody with not just one
job but a choice of two or three jobs where they could work. Do you
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think the person should be privileged to decline to take any one of
those jobs and still draw the welfare money?

Senator BAKER. Mr. Chairman, speaking only for myself-because
I frankly haven't discussed that possibility with my colleague, Sena-
tor Bellmon, or with the other cosponsors of this bill-I guess the
real question would be whether or not someone would take a vouchers
eligible job, for instance, in preference to a noneligible job, if he had
more than one choice. Offhand, I would say no. The certification
would have to be that no noneligible job was available to him before
he could claim the job vouchers eligible.

That is a matter that ought to be examined carefully, though,
because as we begin putting that sort of restriction on the job vouch-
ers program, we start building in the redtape and bureaucracy that
can stultify a program of this sort in pretty short order.

Senator BELLmON. Mr. Chairman, we don't change the requirement
that is presently in the law that the welfare recipient take a job if
it is offered. More than that, we require that they go actively seek
a job.

Senator LoNG. It seems to me that where there is no father avail-
able to help support a family and a mother has three or more children,
maybe we ought to give the mother the option of just sitting there
and living on that welfare check, rather than doing anything to im-
prove the family income. But even in those cases, you could find some
things that people could do where they would make a modest contri-
bution to improving their own condition or the condition of the neigh-
borhood, if it was nothing more than just keeping the area clean in
front of their own home, where society would be a little better off
because they made a contribution rather than did absolutely nothing.

Do you feel that your program should be limited to the needy only,
or that we ought to have some guaranteed income for people who
prefer not to work, to bring them up to a certain level?

Senator BrLLMON. As I said in my statement, this is not a guaran-
teed income program.

Senator LoNe. I was pleased to notice that you referred to a book
by Mr. Martin Anderson. This copy I am holding is not my book;
this is Chairman Moynihan's copy. I recommended this book to him,
and he is looking at it.

It seems to me that the points that this man makes in that book
should all be carefully considered in connection with everyone's state-
ment. I think what you have had to say in your statement should be
carefully considered looking at all this; so should the points that he
makes.

This gentleman was down in the White House with Mr. Nixon, and
he was with Arthur Burns when they tried to work out the family
assistance plan and. as I think you know. Mr. Bellmon-apparently
you have read this book-he and Arthur Burns pointed out what the
fatal defects were with the family assistance plan. Their advice was
not heeded, and so the family assistance plan was defeated in two
different Congresses, for failure to heed certain essential points,
basically that it is better to pay somebody to do something useful
than to pay them to do absolutely nothing.
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If I had to pick out the biggest fault with what the" administration
is recommending to us in its plan it is this: They would start out
where a mother has merely one child and take the view that she need
not take a job even though Iou are able to offer her something that
she could do and you are willing to find somebody to look after the
child for her and offer her some little thing that is well within her
capabilities. I am not talking about backbreaking work. I am just
talking about any little kind of thing she is able to do, if it is nothing
more than just patrolling the area around her own home to keep the
area tidy and to keep her own house in good order and help report
any mischief that occurs in the neighborhood.

The idea of saying you are going to put the family on welfare
when you can offer them a job that would let them hold their head
high, and make a decent contribution in return for what society is
doing for them, to me finds practically no appeal, and I would be
curious to know what your attitude is about that.

Senator BELLMON. Mr. Chairman, I agree entirely with what you
have just said. Along the line you are discussing, we have in Okla-
homa now a program which provides jobs for low-income people,
many of them on AFDC, to help older people stay in their own
homes and keep them out of nursing homes. This has a double-
barreled advantage. It gives the welfare recipient something mean-
ingful to do and, by keeping older people out of nursing homes, it
greater reduces the cost of that program to the Federal Treasury.

So I am entirely in accord with the policy that you have outlined,
and I believe our bill deals with it in that light.

Senator BAKER. Mr. Chairman, if I could add to that, I am in total
agreement with Senator Bellmon and, I think, with you. I think the
most explosive social issue in the United States is the simmering
resentment that the working population has against abuses of the
welfare system, so not only from the human standpoint-that is, our
requirement that we take care of those who cannot or at the moment
are not able to take care of themselves--not only in response to that
humane requirement, but also to promote the general social accept-
ance of that humane requirement, we need to have some sort of insti-
tutional effort. to earn the right to those benefits.

As you say, in many cases, it simply is not possible for people to
work. In those cases, there should be special exceptions. But as I said
in my remarks, I don't think there is a chance on earth of ever taking
care of the job needs and requirements in this country permanently
with public jobs. It has to be in reliance on the private sector.

So the combination of requiring some effort and with dependence
on the Federal jobs, reduction in public jobs as the program takes
hold. recognizing our need and responsibility to be helpful with
public jobs only when the private sector has not is the general ra-
tionale for this program.

Senator LoNeI [presiding]. Senator Danforth.
Senator DArolrii. In the short time I-have been in the SenateI

4 have found that one of the reasons for offering alternative legislative
proposals is to simply offer alternative legislative proposals. Such
proposals furnish endless material for speeches, good things for

322-9)25--79 -3 0.
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editorial writers to consider and the like. But I wonder if you would
agree with me 'that the people who put together this proposal, and
the cosponsors of this proposal, are not talking about simply sur-
facing an alternative for the sake of speeches or for the sake of
editorial writers.

What we are doing here is to present serious proposals which we
think should become law and which we believe can become law.

Senator BARER. Senator I)anforth, I couldn't agree with you more.
You, as cosponsor of this bill, I am sure, share my view that we could
have saved ourselves a lot of grief in some quarters by simply ignor-
ing the question. I. can recall certain editorial comments recently to
the effect that by introducing this bill, we unnecessarily stirred up
the whole issue which otherwise might not have gone anyplace. But
the point, of the matter is, it needs to go someplace. There needs to
be welfare reform.

We need to relieve our dependence on the Central Government and
increase our reliance on the private sector. So it is not a question of
defeating an administration bill by inactioft. Our legislative respon-
sibility, in my view, is to propose something that will provide grist
for the debate mill and hopefully will produce a legislative result
this year.

I referred in my statement to the need for legislation this year,
and I really mean that. I am not of the President's party, and I don't
agree with much of his proposal, but I also do not agree with those
who say that we should smother it with inactivity. I think this is an
area that required attention during the Nixon administration, the
Ford administration, and it does during the Carter administration.

It is our responsibility to propose, to urge, and to promote welfare
reform in an appropriate way and not to try to avoid action in that
respect. I have the bruises and scars to prove that; I mean that.

Senator BELL3O'N.'Mr. Chairman, I would like to call attention to
a scar I got over this legislation, to show that we are entirely serious
about it. During the debate on the farm bill, Senator Dole pointed
to me and the fact that I was a sponsor of this bill which he said
was going to cost $8 billion and yet I was opposing the effort to
help what he thought was needed to deal with an essential farm
problem. So we are serious about it. A lot of work has gone into it,
and I believe it should have and does have a good opportunity to
become law.

Senator DANFORTH. Is it fair to say that from our standpoint, the
ideas in this bill are not carved in stone and that we would welcome
communications, meetings with the administration, with people who
favored the administration's proposal, with a view toward working
out a welfare bill which could gain a broad consensus .in the
Congress? %

Senator BELISoN'. Senator, that is entirely the way I look at the
legislation. As a matter of fact, next week-and I think it is at the
initiative of the Secretary of HEW. -.here will be a meeting of the
sponsors of the legislation an. the $ecretary, to see where we can
blend our ideas with his.

Senator BAKER. If I could add to that, I noticed with great in-
terest a statement by Secretary Califano, I believe at the Senate
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Human Resources Committee, noting the introduction of this bill
and identifying certain similarities. Joe Califano omitted to point
out the differences, but he did point out the similarities. But I take
that to be a conciliatory gesture and that it underscores the idea, as
you put it, that we may cut, fit, and try until we find something
that has a high level of acceptance.

Senator DANFORTH. And further, that we are not looking for
credit; we are looking for results. Is that a fair statement?

Senator BAKER. Not only a fair statement, but I think it has been
definitively proven already, since we have not received credit, and
all we can expect is results.

Senator DANFORTH. Could I follow this, Mr. Chairman, with just
one other question?

Senator MOYNIHAN. Yes.
Senator DANFORTH. And if this package were enacted piecemeal-

and that could happen, and part of it could be enacted with H.R.
7200, part of it could be enacted in connection with any tax bill that
comes before us, the CETA authorization. If it were enacted piece-
meal, rather than in block, it might not be so sensational, as far as
pointing with pride at some future date, 'but it would accomplish
the same results. Again, it is the results that we are after.

Senator BAKER. I think that is ahrmost an inevitable inference to
draw from the fact that we described this as an incremental ap-
proach; that is, we are considering changes by increments to the
several parts of the existing law. Personally, I for one would be
perfectly happy to see us approach these improvements--as I think
they are-by separate and different legislative paths. I have no par-
ticular illusions about this passing as a package, but I do think the
parts can be considered appropriately.

Senator BELLMON. It has been my experience in Government that
when we get good results, we get credits, and when the results are
bad, no matter how much excusing or explaining we do, we get noth-
ing but lumps. So I would rather have results and not worry about
the credits.

Senator LoNO. Senator Curtis?
Senator CuwRis. Senator Bellmon, you have stated that this is not

a guaranteed income. I know that is your intention, and you are to
be commended for it. However, we have to view these social welfare
programs on the basis of what they are likely to develop into and
not just the purity of our intentions.

I am directing my question now to intact families. What categories
of intact families, if any, will not be guaranteed income up to the
poverty level?

Senator BEro.MoN. Let me begin by pointing out that this bill does
not extend welfare benefits to families that are headed by working
parents who have never been on welfare. That is one area. It would
not, cover single individuals-

Senator Currs. No, no, that isn't my question. My question is,
intact families, what ones of them will not be guaranteed an income
up to the poverty level?

Senator BrmLoLo. If they have never been on welfare, they won't
be guaranteed an income.
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Senator CURTIS. You are not going to take on any new customers?
Senator BELLMON. The bill deals primarily with families that are

on welfare now that we are trying to get over onto jobs.
Senator CURTIS. You mean if circumstances develop 6 months, 1

year, or 2 years after the enactment of this bill, nobody could get on?
Senator BELLION. I am sorry, Senator. Would you state the ques-

tion again.
Senator CURTIS. Do you mean that if circumstances would be ad-

verse for some individual 1 year or 2 years from now, they couldn't
get on the program?

Senator BELLMNON. They could get on the program if they were
out of a 'ob and could not find another job. They would be eligible
for this. 1ut as long as they are working and have not been on wel-
fare, they would not.

Senator CURTIS. All right, it won't take care of people that work.
But I mean those others. What categories of intact families will noi
be guaranteed an income up to the poverty level?

Senator BAKER. Henry, if I could interrupt just for a second, the
category that stands out. most vividly that would not be entitled to
these benefits is a case where the head of the family doesn't look
for a job or refuses to accept a job. The dynamics of the whole bene-
fit system is based on the notion that you have to search for a job,
or you have to accept it if it is offered, and it makes acceptance far
more desirable by the employer, by reason on the job vouchers pro-
gram and the improved and enhanced Earned Income Tax Credit.

Senator CuR'nrs. I am not critical of your good intentions here, but
this committee and the Congress generally have struggled a long
time over this question of accepting a job that is offered and so on,
and it. is such an intangible thing. If someone says, well, this is too
far awav cr I have never done anything like that, or my back hurts,
or that he is just not very capable and he reports for work a couple
of days and his performance isn't very good and he doesn't adapt
at all and they let him go, you get into a whole area of things you
can't, prove.

So I want to know, if this bill is enacted, if it doesn't one way or
another say to everybody, you will be guaranteed an income up to
the poverty level?

Senator BARER. I would add to what I have already said, Senator
Curtis. that this isnlt perfect, but it is better than what we have got.
There is a requirement that you go out and. hunt work, or that you
take it, and there is also an added inducement for the employer to
give work, with the job vouchers or the tax credit.

So the answer to your question is, no, we are not providing a
guaranteed annual income for everyone, any more than the present
law does. We require that they go out and look for work, and we
make their successful prospect greater by this bill than it is under
the present law.

Senator CTRTTS. I am not quarreling with your intent at all. I am
quarreling with the very difficult problem of supporting people by a
far-removed Federal Government, and what it. leads to.

Mr. Baker., I want to commend you very much on your commit-
ment to the work prograin. It is very important. What I would like
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to see this committee do is eliminate any further revenue sharing
efforts in this bill, not try to relieve the States right now. Finan-
cially, they are in much better condition that the Federal Govern-
ment. Just postpone it and don't put it in this bill.

I think expansion of welfare to new areas ought to not be included
in this bill. I don't think we should have any provisions in it to in-
crease the Federal obligation. Let's reform first and prove our
worthiness. Let's deal with the work program. Let's deal with a pro-
gram that would deal with ineligibles, let's deal with administration.

Now, I want to commend you further, Senator Baker. When we
had the minimum wage bill, you supported the amendment by Sena-
tor Stevenson that would have provided a differential for students,
and it is these young people where we have a great deal of it. You sup-
ported the Weicker amendment and the Domenici amendment. They,
all failed. I think that is very important.

Individuals who have never worked and have no experience, have
never punched a time clock, are not used to taking orders and direc-
tions, if they could get a job where they could earn something while
they learn, they would be happy to go up the ladder. That really
should be a part of our welfare reform, if we really want to put
people to work.

Another thought I would like to throw out. We give a tax deduc-
tion for interest payment not alone for business purposes; but for
anything. We do not look back of the tax return and say. was this
then wise or was it provident. If they paid interest, it is a deduction.
Admittedly, there are some abuses in it, but overall, it is a good
thing. It has helped many people buy houses. It has done a lot of
things.

I have often felt that if we wanted to create jobs in this country,
if we would give a tax deduction-not a credit but a tax deduction-
for all wages paid, regardless of purpose. I think there are people
of middle class income that really need some work done around their
house they can't afford. I think there are older people who would
like to hire someone to drive their car now and then. I think that
there are many people that would hire work done around their places
to improve property, and people would sell paint and a lot of other
things. I believe that ought to be considered.

Now, I know the other argument. It will be said by those who
oppose it that you are subsidizing the wealthy, to give them a servant
or a chauffeur or something, or that they can cut down some dead
trees with the taxpayers' subsidy. Well, that is not true any more
than in the interest deduction we are subsidizing every high pressure
salesman.

I really think that that would fit in with your idea. I don't ask
anyone to embrace it quickly, but I think it is worth consideration.

have run over my time.
Senator BAKER. Senator Curtis, I think it is worth considering

too. I frankly must say, I have never considered that, but I am happy
to consider it, and I am happy that this proposal has stimulated
other proposals of that sort that can be considered.

Mr. Chairman?
Senator MOY'UHAN [presiding]. Senator Baker?
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Senator BAKER. I was about to say that with leave of the commit-
tee, I have another commitment that I need to keep. I wondered if
I could be excused.

Senator MoY.NItIAN. Of course you may. Could I suggest that when
Thomas Jefferson proposed his incremental approach to westward
expansion, he went as far as Wyoming, and we would not want the
distinguished Senator from Wyoming not to have 6ne opportunity
to ask you questions.

Senator BAKER. I attempted to withdraw my request when I no-
ticed that I hadn't awaited the questions of the Senator from Wy-
oming.

Senator HANSEN. Thank you, Mr. Chairman.
Thank you, Senators Bellmon and Baker, for your appearance

here and even more importantly, for your interest in this very vexa-
cious and continuing problem.

When Senator John Williams represented the first State here for
many years. I know he oftentimes suggested that when a new pro-
gram was proposed, it would be worthwhile to try it out in an area
before it was painted over the whole country. In that respect, let me
ask each of you if you would favor trying some of these ideas out in
certain parts of the country that were typical of the entire welfare
program, and see how it worked there, to see if indeed the ideas that
you project so forcefully might prove to be as effective as you be-
lieve they would be.

Senator BELLOON. Mr. Chairman, as I said in my statement, wL
would like to see the provision for pilot projects in areas that do
truly break new ground. A lot of what we are proposing here,
though, builds on the experiences of the past.

Senator MOYNIHAN. That is your section 11 in your testimony?
Senator BEL.ON. Right.
Senator HAN-s E. In some respects, there are characteristics about

this plan which may be likened to a guaranteed annual income. I
won't debate that. But several years ago, New Jersey, Seattle, and
Denver tried a guaranteed annual income plan. One of the startling
effects was that in the cities of Seattle and Denver, there was a 430
percentt increase in marriage breakups in the first 6 months. For the
full 2-year period that the plan was in operation, family breakups
increased 244 percent for whites, 169 percent for blacks, and 194 per-
cent for Chicanos.

Now, I don't know what your response to that might be, but it
would seem as though in light of the experience that Seattle and
Denver had, that maybe it wouldn't be a bad idea to try out this idea
you have. I am not now contending that it is precisely identical, by
any means, to the guaranteed family income plan that at least early
on was recommended by PresidentNixon. It was turned down, as
you know, by* the Finance Committee.

Would you think that there might be some merit in a pilot pro-
gram to test these ideas out, Senator Bellmon ?

Senator BELLMON. I would again say that I think a pilot program
would be good in areas where the ideas are truly a departure from
what has been done in the past, or where it is something that is new
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and untried, but a great deal of what we are proposing here could
be enacted immediately based on the experience we have already had.

I assume you are referring primarily to the job voucher approach,
and it might be well to try that on a pilot program.

Senator. HAN--'N. You have two plans, of course. One is the job
and the other is the-

Senator BELL 1o0N. Making a two-parent family available for
AFDC.

Senator HANSEN . Yes.
Senator BELM.NoN. I would think that approach should not have

to be tested. It would correct the problem, for instance, that the
Senator raises in Denver and Seattle. It would keep families together
rather than forcing them to break up, and I really would sort of
resist the idea that that would have to be tested because it seems
abundantly clear that the present practice is not working.

Senator HANSEN. I yield to Senator Curtis.
Senator CuRTiS. The Federal law has no defect in it, so far as this

point made about the two-parent family. The Federal law permits any
State-and most of them do-to make eligible for AFDC if the par-
ent is unemployed. It was done years ago to take care of this situa-
tion of a temptation for the father to leave home in order to get
his children cared for.

Senator LONG. If I might just interject at that point-
Senator HANSEN. Yes, indeed.
Senator LONG. It seems to me that there is the old bleeding heart

approach from down here in the Department of HEW, which is not
really a problem at all except in the Department of HEW. It is this
thing of saying that under the existing law a man is made to go
leave. his family so the family can become eligible for welfare. If you
look at how ii works out in the 50 States, that is not really the
problem.

The problem is what happens when the man has the job. He is not
leaving them because he hasn't got the job; he leaves so that mama
can go on welfare and increase the family income and after that, he
stays in touch. Oftentimes, he stays close enough to touch mama ev-
ery night. So he is around.

[General laughter.]
Senator Lo.o. They are drawing the money, and if he makes it a

point not to marry mama, which seems to be becoming more and
more the way of doing business nowadays according to the latest
news reports, so long as they haven't married, one can say he doesn't
have any legal responsibility to support those children. Under those
circumstances, you have got a papa who has plenty of income to sup-
port that family, but the family is drawing the welfare money at the
same time. There is your big problem.

Senator BELLMOON. The Senator is right, but there is also the prob-
lem of some father who is, say, working at a filling station and the
filling station closes. He has been able to bring home enough pay to
keep the rent paid and keep food on the table and suddenly, he has
no income. If he will leave the family, the family is immediately
eligible for AFDC, but as long as he stays there, they can't get on.
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Senator Lo.,-G. Senator, we are talking about reform, and the first
reform you ought to make is to say if you are going to have any
government-created job at all, any make-work job under CETA-and
right now, most of them are make-work-you ought to give a pref-
erence to the man who has got the family to support rather than
the person that doesn't.

Senator BELLMON. That is right.
Senator Lo.NG. Rather than going to all these families and provid-

ing them with a second job, when they are not in poverty anyhow,
you ought to provide the job so that that father who has let's say 4
mouths to feed, himself, his wife, and two children. He ought to be
permitted to have one of the jobs first.

Back in Louisiana, a long time ago, we used to do that on a
somewhat different basis. The idea was, politically, we only had so
many jobs and therefore, we would go on the basis of one to a cus-
tomer. If you had people who had supported you and helped you
get elected back in those hard times, only one person in the family
could have a job because we had to spread those jobs around just as
far as we could make them reach.

Senator HANSENN. We call that realism in politics in Wyoming, Mr.
Chairman.

Senator LoG-. But for a much better reason, you could say, if you
have got these CETA jobs, the first order of business ought to go to
the people that have the families to support. Now, doesnt that make
sense?

Senator BELLMO-N. It sure does, and I believe you will find our bill
aims in that direction.

Senator Lo-xG. Thank you.
Senator HAN.-SENs. The States of Tennessee, Oklahoma, and Wy-

oming do not now elect to provide welfare to intact families. Do you
find any problem with the proposal you make, insofar as your State
is concerned, Senator Bellmon?

Senator BIELLMO.N. At one time we had it, and it happened to be
during the time I was Governor, so maybe I ought to go back and
run again.

Senator HANSE.,. What about you. Senator Baker? I know we are
all responsive to our constituent concerns, but I just wondered about
welfare.

Senator BAKER. I think, Senator Hansen, that if the principle is
sound, it doesn't matter whether it changes it or not. In my own
particular case, I am told that under this bill, the State of Tennessee
would save $25 million because of the difference in the amount of
money that they receive under the match versus the cost of including
intact families under AFDC.

But that should not be the argument. The argument ought to be, is
it in the best social interests of the United States to cover intact fam-
ilies. IT think the answer clearly is yes. Even if only 24 States do not
provide that, then I think that is 24 too many because I think there
is a positive disincentive to the continuation of the family unit..

Let me say a word about the testing theorem. You and I served
with John Williams for a long time, and I still regret that he retired
from the Senate. He was a great asset. But I recall-and I have used
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the analogy often-that not only was he careful with the Govern-
ments money; he also remarked to me the other day when he was
visiting in Washington and we were talking about a particular bill-
not this one. He said, Howard, you ought to watch out about how
much that project is going to cost because the U.S. Treasury has $500
billion less than no money at all.

[General laughter.]
Senator HANsEw,. Thank you, Senator Baker. I appreciate that and

I am sure he will.
You spoke about the continuing resentment over welfare costs

among workers, and I can attest to that too, but this bill would in-
crease. the burden upon taxpayers by $9 billion, is that right?

Senator BELL31ON. No, wait a minute now. The bill has a price tag
of $8 billion to begin with, $.3 billion of which is relief to the States
and local governments. So the. actual additional cost to the Govern-
ment, to the taxpayers, is $5 billion. But as I stated in my statement,
assuming the success of getting people off welfare rolls and onto pay-
rolls at the rate of 500.)0 a year, we actually save $26 billion over
a 10-year period. Initially, youi have to spend some money-it is an
investment-in getting people on payrolls, and then we have a very
substantial savings.

Senator HANSEN. What do you figure that savings over a 5- or 10-
year period would be?

Senator BELLMO.N. The first 5 years, it is $2.3 billion.
Senator HANSEN. Savings?
Senator BELL3tON. Savings. And over the 10-year period, it is $26

billion, according to the CBO estimate.
Senator HANSE-N. Now, you and the CBO don't agree. Isn't that

right?
Senator BELLMON,. That is CBO's estimate.
Senator HAN-SE-N. Is it $9 billion or $8 billion?
Senator BELLMON. The initial cost is $8 billion.
Senator HANSEN. Is that what CBO says?
Senator BELLMO.N. Yes.
Senator HANSEN. I understood they said $9 billion.
Mr. FL'LToN. If I can just comment on that, the CBO analysis of

the 1982 costs of this prol)osal did say a little over $9 billion,'but at
the end of the CBO report, they list a whole bunch of features of the
bill that they did not analyze, and when the bill was introduced,
Senator Bellnon inserted a staff comment in the record that we are
confident the bill would, in 1982, actually cost about $8 billion.

Senator H4ANSEN. Would you believe that these aet savings
could be demonstrated on a pilot basis rather than an actual basis,
if we were to select an area where it could be tried?

Senator BELLMON-. I think the obvious answer is yes, a pilot project
could demonstrate the potential savings. But on the other hand, it
seems to me that many of these ideas have such obvious merit that
there is no point in delaying them.

Senator BAKER. Mr. Chairman, I agree with them. I think, Senator
Hansen, that any aspect of the program that is in fact a new pro-
gram, an innovation, is a prime candidate for field testing on a pilot
basis. Time jobs voucher program, is one of them. I wouldnt nave
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strong objections to that. I would like to see it done promptly and
with appropriate sampling, but I wouldn't object to a pilot project.

I do agree with Senator Bellmon, though, that in the very nature
of incremental change, most of the proposals we made here are
changes in the existing law. I guess you could argue that some of
them ought to be field-tested, but many of them, I think could be
put in.

Senator CURTIS. Would you yield for a brief question?
Senator tANSEN. Yes.
Senator CUITIS. In this cost thing, did you allocate an amount to

the increa'-d cost on medicaid, in your $9 billion? As I understand
it, anyone who is drawing AFDC now is eligible for medicaid. This
will enlarge the number eligible. And if so, what was the figure you
used for the increased cost of medicaid?

Senator MOYNIIIAN. I wonder if Senator Bellmon would suspend
for just a second and let me, as chairman of this subcommittee, say to
the two of you-as I know you must go, sir-that this has been an ex-
ceptional morning. We heard yesterday in the press that the White
House fears -welfare reform is dead. I think the record is'that wel-
fare reform is alive and well in the U.S. Senate, and that is thanks
in no small part to Senators Baker, Bellmon, Danforth, Ribicoff,
Mark Hatfield, Young, and Stevens. We just want to thank you, sirs.

Senator BAKER. Mr. Chairman, thank you, and I apologize to you
and the committee for leaving, but the Senate convenes at 12:00.

Senator MOYNIHAN. You are minority leader, and there is some-
thing up today.

Senator BAKER. There is the great danger that the majority will
unscrew my desk from the floor and carry it away.kGenerallaughter.]

S enator BEr.LMO-.,. To answer Senator Curtis' question as best I
can, as I understand it, the CBO report does not make a full analysis
of the effect on medicaid. But I also would like to add that the OBO
analysis does not take any credit at all for the increase in income tax
which we would be likely to realize.

We tried to get, frankly, a conservative estimate as to what the
benefits of this bill would be.

Senator CURTIs. On the income tax, your increasing by 50 percent
of the earned income wage will cut down the income tax receipts,
will it not?

Senator BELLMON. That has not been computed, but the fact of it
is, a lot of these people who are now welfare recipients will become
wae earners and ultimately taxpayers.

Senator Cu-Rxs. Above and beyond the exemptions and deductions
and the earned income credit?

Senator BF.LLMON. Yes, I would think so because for one thing, they
will definitely pay social security taxes. In addition to that, one of
the great problems has been to get people under that first rung of the
job's ladder and once they get a minimum wage job, then a lot of
them will move into much higher incomes.

Senator Cun'r. The poverty level is now how muchI
Senator BELLMON. It is about $6,20 for a family of four.
Senator CuwRie. So they would get $900 return in taxes while mak-

ing $6,0002 and then it would take quite a little phaseout after that.
This is quite a jump for nontaxpayers who are on welfare now.
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Senator BELLMON. It is certainly an initial jump, but to me it is
inconceivable that all the people who are now on welfare are going to
always stay at the minimum wage. A lot of them, I would think,
once they can get started in meaningful *obs, will quickly advance.

Senator CuRTIS. I think that is true tinder any law..
Senator MOYNIHIAN. Senator Bellmon, we have kept you here this

whole morning, and it has been an extraordinary morning for this
committee.

I would like to make just two remarks if I can. First, to say that
with respect to the AFDC program, Senator Ribicoff observed in the
letter which he submitted to the committee today, "I was Secretary
of HIEW when AFDC-UF was tried on an experimental basis.
There is a good example of an experimental mode. More than half
the States have now accepted AFDC-UF, and I think it is a record of
which Senator Ribicoff should be proud.

Senator Bellmon, I would just offer this thought to you that you
might want to comment on. First of all, sir, we have a long list of
questions we would like to submit in the record if you, Mr. Fulton,
would associate yourself with getting some answers for us.

[The following was subsequently supplied for the record:]
RESPONSES BY SENATORS HOWARD BAKER AND HENRY BELLMON TO SENATE FINANCE

COMMITTEE QUESTIONS ON S. 2777

(Follow-On to Welfare Reform hearing held April 18, 1978)

Qiicstion I-A. Why do you regard a benefit-level that will be set at 65 percent
of the poverty threshold in fiscal year 1984 and thereafter as adequate for a family
with no other income?

Answer. To our knowledge, no single measure of need has even been universally
accepted as either adequate, accurate or appropriate. Our proposal permits states
to continue determining payment levels, but they may not provide combined
AFI)C-Food Stamps benefits of less than 65 percent of the poverty line beginning
in 1985 (for families with no other income), with a 60 percent minimum taking
effect in fiscal year 1982. The 65 percent minimum was also proposed in the other
major welfare reform bills introduced in the House and Senate this year. Only
the timing for effecting the minimum payment and the mix between Food Stamps
and cash differed in these bills.

We do not suggest tht.t 65 percent is adequate in all areas of the country.
Indeed, states would be able under our proposal to pay higher benefits and
receive the Federal matching percentage so long as the combination of Food
Stamps and AFDC did not exceed 100 percent of the poverty line. The most
important point is that our proposal and others would, for the first time, set
a Federally-mandated minimum benefit which would rise in future years in
proportion to the cost-of-living.

Question I-B. Why have you chosen to continue the Food Stamp program
instead of cashing it out, as the Carter Administration has proposed to do? Won't
its retention simply create an unnecessary layer of administrative complexity?

Answer. The Food Stamp program has proven to be an effective vehicle for
(1) supplementing AFDC in lower benett states; and (2) assisting the working
poor, often when their income is reduced for brief periods, without their having
to enter the cash welfare system. In addition, at least some experienced observers
believe that a combination of Food Stamps and cash assistance provides better
protection to children than would a cash-only program. Thirdly. Congress only
last year enacted major reforms of the Food Stamp program, Including elimina-
tion of the purchase requirement. At least some experience should be gained with
the revised program before it is replaced with a "cash-only" approach. Finally,
S. 2777 would give states an option to direct the cash-out of Food Stamps for the
elderly, blind and disabled population, and would authorize pilot-testing of full
cash out.

Question 1-0. Do you have any estimates of the cumulative benefit reduction
rate that would prevail-at different levels of earnings and different states-
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under your proposal? Do you regard these as adequate to preserve work In-
centives?

Answer. In a state which set its AFDC and Food Stamp benefit level at 60 per-
cent of poverty ($4,600 in 1982) the cumulative (average) benefit reduction and
tax rate for a single-parent family of four with $5,000 earnings would be, under
our proposal; 40 percent. Under current law, it would be 58 percent. At earnings
of $9,000 the rate under our proposal would be 58 percent and under current law
67 percent.

If the state's benefit level was at 100 percent of poverty ($7,667 in 1982), the
rate at $5,000 earnings would be 56 percent under our proposal and 58 percent
under current law, At $9,000 earnings the rate would be 82 percent- and 83
percent respectively.

Under our proposal the marginal benefit reduction rate is very high (90 per-
cent) at the poverty line, where the earned income tax credit begins to phase
out. We are continuing to study this and are receptive to modifications which
would provide a more acceptable benefit reduction rate.

In the case of two-parent families (AFDC-U), under current law In 1982,
AFDC would cut off at earnings of $4,140 whereas tinder our proposal it would
cut off at $5,382.,

Thus, work incentives under our bill are generally stronger than.under present
law. while total family benefits and disposable income would, in many cases, be
considerably higher---especially for people In low-benefit states. We also believe
that our 15 percent earned income credit, rising to the poverty line, rather than
10 percent, starting to )hase down at-$_A000 as in current law, will be a strong
work incentive.

Question 1-D. Is there a work requirement In your plan? What is the penalty
if a recipient refuses to comply? How do these compare with the current require-
ments and penalties?

Answer. S. 2777 would add an affirmative work-search obligation to the present
requirements applicable to WIN registrants. In addition, the bill would add an
exemption for recipients engaged in employment and educational activities total-
ing at least 30 hours per week to the present list of WIN exemptions In Sub-
section 402(a) (19) of the Social Security Act. Penalty for refusal to participate
would continue to be removal of the employable adult from the AFDC grant.

Question 2-A. Do you have any evidence that AFDC-U has had the [effect
of keeping families together]-in the 26 states that have implemented the pro-
gram?

Answer. No. To our knowldege, no adequately correlated statistics have been
gathered, nor have any authoritative studies been completed on this point. Since,
in most cases, the states which have Implemented AFDC-U are also the higher
benefit slates and the states which contain most of the nation's large cities, com-
paring divorce and separation rates in states which have AFDC-U and those
which do not would not be meaningful.

Question 2-B. Am I correct that nether Tennessee nor Oklahoma has chosen
to implement the AFDC-U program? Could my distinguished colleagues explain
why?

Answer. State welfare programs have served single-parent families since the
beginning of the AFDC program in the 1930's. Although Federal funding has
been available for AFDC-U since 1961, the concern about expansion of welfare
rolls, as well as the fact that AFDC-U families are considered to have a relatively
hih potential for self-support, has led Tennessee, Oklahoma and other states to
hold down their welfare expenditures by focusing on single-parent families.
Oklahoma did have AFDC-U from the early 1960's to 1975 when it was term-
inated, primarily for fiscal reasons.

Question 2-C. Under your proposal, two-parent families, regardless of size,
lbcome eligible for assistance only if their earnings are below those from a Job
paying % of the minimum wage ($4,524 annually in October, 1979). Isn't this
unfair to larger families, since the minimum wage does not vary with family
size? If the family does manage to qualify, won't its benefits depend on Its size,
thereby creating a situation where going on welfare is more profitable than stay-
ing at work? Is the one-parent family also subject to an eligibility rule that is
based on the minimum wage?

Answer. S. 2777 would replace the arbitrary "100 hours" rule which now limits
partlcipatlon in the AFDC-U program with a still arbitrary, but more generous,
earnings test tied to the minimum wage. As the question Indicates, S. 2777 would
not apply this limitation to single-parent families. We thus propose to reduce,
but not totally eliminate, the differential treatment of two-parent families.
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It is noteworthy that all of the major welfare refrom proposals filed this year
provided some type of differential treatment of two-parent families. Our objective,
and we assume that of the authors of other plans, was to provide better coverage
of two-parent families, while protecting against the possibility of large growth
in cash assistance program enrollments and costs.

Question 2-D. Would families newly eligible for AFDC-U also be eligible for
Medicaid? Have your cost figures taken Medicaid eligibility into account?

Answer. AFDC-U families would be eligible for Medicaid. Our cost figures do
not take impact on Medicaid costs into account, but CBO estimates that our
proposal would result in a slight decrease in the overall number of families par-
ticipating in AFDC and AFDC-U combined. This would result from the Inter-
actions between various components of our proposals. The employment provi-
sions, in particular, would take people off AFDC. Thus, we believe the impact on
national Medicaid costs would be small, although we acknowledge that there
could be variable Impacts among the states.

Question S-A. To what extent will your program reduce the differences in wel-
fare benefits among the states? Are your estimates based on benefit-levels cur-
rently paid or on projected ones?

Answer. Our proposal will result in a change in the present.range between
states in AFDC/Food Stamp combined benefits of $234/month (Mississippi) to
$615/month (Suffolk County, N.Y.), to a range for Federally-matched benefits of
$383/month to $640/month in 1982. This is based on our projections of how states
will respond to the minimum and maximum AFDC benefits levels we propose.

Question 3-B. As I understand, in determining AFDC benefits, your program
would allow a family to disregard up to $120 per month in work expenses, plus
one-third of additional earnings. Is it correct that these earnings disregards will
not be applied in calculating initial eligibility? Doesn't this create a situation like
the one we have now where persons it families receiving assistance can be work-
ing right next to persons in families not receiving assistance while they both
make the same pay? Why aren't disregards used to calculate both eligibility and
benefits?

Answer. It was not our intent to disadvantage people who would be eligible
under the current AFDC program because of work expenses being taken into
account in calculating eligibility. We are amenable to having at least hArt-per-
haps half-of the initial $120 taken into account in calculating eligibility.

We believe it is not desirable to apply earnings disregards to applicants be-
cause:

(1) It adds to welfare rolls families whose incomes exceed the established
need level, and it may thus increase rather than reduce welfare dependency.

(2) We believe the Congressional intent in allowing earnings disregards was
to encourage AFDC families to work their way off welfare, and not to add fami-
lies in.which a parent is presently working to the rolls. We believe this distinc-
tion continues to be appropriate.

(3) Extending the benefit of the disregard to applicants would provide cash
benefits, that would become nearly permanent, to large numbers of families who
have never received welfare before, and whose breadwinners are employed full
time. This would have fundamental social and economic implications and should
be done only after the most careful consideration. We do not believe the people
of the country would accept this type of shift in public policy.

(4) Extending the earnings disregard to applicants would be expensive. We
do not have an estimate on how this would affect the cost of our proposal, but
in response to our questions regarding the Carter proposal, HEW stated the
following regarding the cost and case-load impact of extending eligibility to the
"break-even point" as proposed in the Administration's bill (S. 2084, H.R. 9030).

"We have estimated that the earned income exclusion increases the number
of household units eligible for Federal cash benefits under H.R. 9030 by 1.4
million and the number of people by 2.4 million. The Federal cost of benefits is
increased under this provision by $1.98 billion. In addition, state costs of benefits
to recipients newly eligible for Federal cash assistance under this provision are
approximately $300 million. This assumes that all families earnings above the
basic benefit level would be excluded from benefits." (Letter dated February 6,
1978 from Assistant Secretary Henry Aaron, HEW, to Senator Henry Bellmon).

(5) We believe expansion of the earned income credit and continuation of
Food Stamps are far better ways than is cash welfare to provide supplemental
income to the working poor.

Question 4-A. Why have you chosen to provide substantially fewer public serv-
ice jobs (725,000 phasing down to 375,000 in fiscal year 1983) than were proposed
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in the Program for Better Jobs and Income (1.4 million)? Since the number of
snch jobs your program will provide will depend upon the national unemployment
rate, are there likely to be sufficient slots for central cities or isolated rural
areas, where many public assistance recipients reside and whose unemployment
rates may differ significantly from the national one?

Answer. Although the sponsors of S. 2777 believe that jobs are a crucial element
of any significant attempt to reform the welfare system, we do not believe that
total reliance upon public-sector jobs is either appropriate or necessary. Rather,
our bill would provide for a combination of private and public-sector jobs.

In terms of priorities, we regard private-sector employment as the primary
and preferable objective, with public-sector employment as a last resort. We
believe that, through the provision of targeted tax credits and wage vouchers
as proposed in S. 2777, private-sector employers would be encouraged to hire
thousands of employable AFDC recipients.

It is'impossible to estimate precisely how many AFDC recipients will be hired
through either the voucher or tax credit program. However, we were encouraged
by the Administration's estimate that approximately one million jobs would be
created by the employment tax credit which they have proposed to target on
youth and handicapped individuals.

The availability of these new private-sector incentives for employment dimin-
ishes the need for reliance upon subsidized public-sector jobs. However, for
people who were unable to find either a non-subsidized or partially-subsidized
private-sector job, a considerable number of public-sector jobs would exist under
our proposal-approximately 375,000 in fiscal year-1980.

Using the framework of the Comprehensive Employment and Training Act,
we would target CETA jobs based upon the following priorities: we would
guarantee a CETA job to one employable adult from an intact (two parent)
AFDC family; we would target 50 percent of the remaining CETA slots for
AFDC employables and 50 percent for other long-term unemployed persons.

We believe that, by targeting CETA Jobs in the way our bill indicates, the
PSE Job opportunities will be in the areas where they are needed most. No
reduction in the number of authorized CETA slots would take place if the na-
tional unemployment rate exceeded 6 percent for the previous year.

Qucstioh 4-B. Assistant Secretary of the Treasury for Domestic Finance, Mr.
Roger Altman, stated that preliminary results from a new Census Bureau
survey found that less than 3 percent of employers made "any conscious effort"
to increase hiring due to the employment tax credit enacted last year. In light
of such testimony, what makes you think that the expanded employer tax credit
contained in your bill will be more effective?

Answer. As was mentioned in Senator Baker's testimony, there are several
reasons why the present employment tax credit may not have been effective.

First, in order for such programs to have a chance of success, they must be
aggressively advertised at the local level. It is clear that the present tax credit
was not well advertised.

Second, the present tax credit is only available to firms that hire more than 102
percent of the previous year's employment base. Therefore, the credit was not
available to firms that had little or no expansion of their employment base.
Although the intent of that provision was to protect on-board employees from
displacement, it has the effect of disqualifying most businesses in economically
distressed areas.

Finally, the existing tax credit is not targeted on the hard-to-employ. Conse-
quently, it was available for any employee hired over the 102 percent base and
does very little for the hard-to-employ.

S. 2777 would attempt to address the deficiencies inherent in the present tax
credit by targeting it, aggressively advertising it, and augmenting it,with a Job
voucher program in which there is no requirement for expansion of the employ-
ment base.

Question 4-C. Your proposals Job Voucher Program provides a sizeable $1.00
per hour wage subsidy for employers to hire AFDO recipients, persons unem-
ployed longer than 26 weeks, unemployed youth and persons who had been em.
ployed in CETA jobs. Isn't this likely to become an expensive provision over time?
What safeguards are Included in the bill during the initial stages to check this
program's growth and impact? What .evidence have you that this subsidy will
actually work and not simply displace workers who already have jobs?

Answer. It is very difficult, if not impossible, to estimate how many employers
would take advantage of either the Job voucher or the tax credit or how many
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people they would hire because of the credit and the voucher. However, by virtue
of the groups which would be eligible for these programs, one can argue that a
substantial portion of the beneficiaries of these efforts will be public assistance
reciplefits. A large percentage of the recipients placed in jobs as a result of the
voucher and credit would leave welfare entirely, while welfare and Food Stamp
benefits would be substantially reduced for the others.

Therefore, despite the cost of the voucher and tax credit, the AFDC and Food
Stamps savings realized would be substantial. Indeed, as was mentioned in
Senator Baker's testimony, when the CBO assumed that 500,000 jobs were cre-
ated under the voucher program, 300,000 of which went to AFDC recipients, they
estimated that the net cost to the Federal Government would be a savings of $4
million.

The voucher and tax credits can only be claimed for one year of employment.
Moreover, if it appeared that the voucher was becoming too costly,_due to its
popularity with employers, the Congress could simply put a cap on it.

Although wage subsidies have been used extensively in Europe, there Is very
little empirical data on their use in this country. The history of private-sector
employment incentives was reviewed in Senator Baker's testimony. The conclu-
sion one reaches from an examination of the evidence is that there is no definite
proof that a Job voucher program will succeed. However, there is reason to
believe that a program which addresses the primary recurring problems of the
past can succeed.

Those problems include: the necessity to minimize paperwork and the specter
of government supervision or intrusion in the affairs of businesses inclined to
participate; the importance of aggressive advertising at the local level so that the
private-sector is fully aware of the existence of the incentives; proper targeting
so that the incentives encourage the hiring of the hard-to-employ but do not
restrict eligibility for the program to those most stigmatized in the employment
context; and the propagation of a positive attitude among the privatesetor, not
only about the efficacy of the program, but also the significance of the private
sector's contributions to solving one of this nation's most serious problems.

We have nothing to add to the discussion in Senator Baker's testimony on the
protections against displacement.
- Senator MOYNIHAN. I would like to make the point that there are in

a sense two purposes, something contrasting, which the kind of com-
prehensive-incremental program you have proposed deals with and
that is, that one-half the States have not even gone so far as to adopt
the unemployed parent option in welfare, which Senator Ribicoff
began some years ago. Senator Hansen was candid enough to observe
that his State hasn't,' your State hasn't, Senator Bellmon, and Sena-
tor Baker's State hasn't.

But half the States-they break down 24-26--have done so much
in this area. You might say those States which have done too little
have not been fair to their poor. There are other States which have
done so much that they have not been fair to their taxpayers, and
fiscul relief is truly a necessity.

Nothing commends your bill more to me than the proposal to get
on with the Federal Government accepting up to 80 percent of the
cost of the national program. We went to 100 percent in SS1. I think
no one should underestimate the importance of your phasing SSI
down to 62 years of age; that is a very important measure which puts
it in synchronization with our social security measures, as well.

But you do see, Senator Bellmon, that fiscal relief is one-half of
welfare reform at this time.

Senator BELLMON. Yes, I do because of the fact that I think we
here in Congress had just as well face the fact that welfare is a na-
tional problem; it is not just a local problem, not just a State prob-
lem; it is a national problem. This bill embraces that concept and
tries to deal with it.
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Senator MOYNIHAN. It has tfiat particular quality about things
that should be national which is that we don't want States to com-
pete with one another in the treatment of their poor people. We don't
want them to say, come to New York. It is a good place to do busi-
ness because we let the widows starve here. That is an exaggeration
but such things have been known to happen, and that is why national
standards are important.

I think you have given us much work to do and as you know, it
can be done in this session-maybe not everything, but you have come
forward with a bipartisan proposal of great importance.

I wonder if Senator Long has some further thoughts?
Senator Danforth? It is your bill.
Senator DANFORTH. No, I think it has been very well covered by

Senators Baker and Bellmon.
Senator MOYNIHAN. Senator Curtis?
Senator CURTIS. Mr. Chairman, thank you, but we have some other

witnesses.
I wonder if Senator Bellmon, as the principal sponsor, would mind

if I submitted some questions in writing some time in the next 2 or
3 days. Our record is going to be open here for a little while, and I
know the Senator is busy and we have other witnesses.

Senator BELLMON. We would like to have the questions.
[The following was subsequently supplied for the record:]

REsPoNsEs TO QUESTIONS OF SENATOR CARL T. CuRTIs

Question 1. Senator Bellmon, in your statement on page 6, you recommend an
increase in the Federal matching rate for the AFDC program through a three-
step sequence, will you tell us what the increased Federal costs of this will be
in each of the three years?

Answer. We estimate that the increased Federal matching of AFDC costs pro-
vided for in S. 2777 will cost approximately $1 billion in added Federal costs in
fiscal year 1980, $2 billion in fiscal year 1981 and $3 billion in fiscal year 1980.

Queston 2. What will be the costs of the above mentioned program over a period
of the next ten years?

Answer. As is the case with other major welfare proposals, we do not have
carefully developed cost estimates looking ten years intto the future. However,
we believe the employment features of S. 2777 would result in substantially
lower welfare costs over the next ten years, as compared to costs that would be
experienced if current programs were simply continued. Indeed, success during
the first few years in putting AFDC recipients into private sector jobs and in
assuring that a high percentage of subsidized public service jobs-that are likely
to exist anyway-go to welfare recipients, could reduce Federal, state and local
welfare costs substantially, compared to what they would be if present programs
were simply continued.

Question 3. In general, how does the financial situation of the majority of states
compare to the financial situation of the Federal Government?

Answer. Many states are in better financial positions than is the Federa?
Government. However, the Federal Government has already taken on a leader-
ship role in fighting poverty, and is now supplying well over half of the funding
for welfare programs. By moderately increasing its investment in the short-run,
we believe the Federal Government can build a more effective welfare system,
assure that a greater number of people go on payrolls as opposed to welfare- rolls,
and reduce the expenditure of pubic funds over the long-run.

Question 4. Senator, on page 9 of your statement, you recommend the estab-
lishment of minimum standards for payments in the AFDC program. Will you
list the states whose payments would be increased by such a requirement?

Answer. The following table shows current combined AFDC and Food Stamp
benefit levels for single-parent families of four with no other Income in state&
which might be affected by the minimum benefit standards in S. 2777:
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AFDC rr axi- Food stamps Combined
mum July bonus (Food maximum Percent

1977 or Stamp Act of potential 1977 poverty
later 1977)t benefits line'

Alabama ........................................... $1,776 $2,030 $3 806 61
Arizona ---------------------------------- -------- 2,376 , 850 4,226 ,s
Arkansas --------------------------------------- 2,268 ,882 4, 150 67
Florida ------------------------------------------ 2,292 , 875 4,167 67
Georga ----------------------------------------- 1,692 2,055 3,747 " 61
Louisiana ----------------------------------------- ,968 1,972 3,940 64
Mississippi (July 1978) ------------------------------ 1,212 2, 18A 3,396 5$
North Carolina ----------------------------- 2 400 1,842 4,242 69

" South Carolina -------------------------------------- 1:404 2,141 3,545 57
Tennessee .........-------------------------------- 1,668 2,062 3,730 60
Texas ............------------------------------- 1,680 2,058 3,738 60

'July 1978 allotment for 4 =$182 per month ($2,184 per year).
No, actually Implemented in August 1978. Assumes standard deduction of $601 per month plus $45 In dependent care

and/or excess shelter costs ($1,260 yearly deduction).
3 1977 poverty line for family of 4 (nonfarm) - $6,190

If all these states raise their AFDC benefits in proportion to increases in living
costs, it appears that the states listed below would be required by S. 2777 to pay
higher AFDC benefits than they would otherwise pay, in the years indicated:

Fiscal year 1981 (55 percent of poverty minimum): No states affected.
Fiscal year 1982 (60 percent of poverty minimum): Mississippi and South

Carolina.
Fiscal year 1985 (65 percent of poverty minimum): Georgia, Louisiana, Mis-

sissippi, North Carolina, South Carolina, Tennessee, and Texas.
It is likely of course, that some states will not raise benefits in proportion to

increases in the poverty line. For example, if states raised benefits about half
as fast as the poverty line increases between now and fiscal year 1982, the follow-
ing states would be affected by the 60 percent of poverty line minimum proposed
for fiscal year 1982 by S. 2777: Alabama, Georgia, Louisiana, Mississippi, South
Carolina, Tennessee, and Texas.

Question 5. What would be the costs of this proposal In each of the next five
years?

Answer. The preliminary CBO estimates on the costs of .. 2777 did not isolate
the cost attributable to particular elements in the proposal. However, based on
review of various estimates that have been made on other proposals, it is clear
that the minimum benefit requirement included in S. 2777 would cost well under
$1 billion a year when the 65 percent minimum benefit became fully effective.

Question 6. What do you estimate as the cost of indexing that proposal over
the same five years?

Answer. Again, we do not have a precise estimate of the effects of Indexing
the minimum benefits to the poverty line. However, the Indexing feature would
cost very little between now and fiscal year 1983, given the few states that would
be affected by the minimum benefit standards which would take effect in fiscal
year 1981 and fiscal year 1982.

Question 7. Senator Bellmon, on page 10 of your statement, you recommend
lessening the responsibility for local units of government, such as counties and
cities. Do you have any data indicating that the best administration comes from
state administration programs rather than those programs where the local
government has a participation?

Answer. The quality control record of states which have state versus local
administration Is not conclusive regarding effectiveness of administration, The
32 states which have state-administered programs had an average dollar loss error
rate during the July to December 1977 period of 7.4 percent, while the 18 states
with local administration under the state supervision had error rates averaging
6.7 percent during that same period. On the other hand, in the child support
enforcement program in fiscal year 1977, the states with local administration
of AFDC had collections amounting to 3,8 percent of AFDC costs, while the
states with AFDC administration at the state level had child support collections
amounting to 4.3 percent of total AFDC costs.

Our proposal included strong incentives for states to take full responsibility
for funding and administration of AFDC because that would shorten communica-
tions lines, reduce to two the levels of government involved in writing regula-

S2-925--78---
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lions, wrestling with welfare budgets, etc., and provide greater consistency in
the treatment of recipients.

Question 8. Will the funding of administrative responsibilities at the state
level result in placing more individuals on the welfare rolls?

Answer. We see no reason why this would occur. Indeed, through tighter
administration and more rapid movement of recipients Into Jobs, we would
expect welfare rolls to be smaller than they would be if local administration
were. continued.

Question 9. On page 12. you recommend the standardization of resource criteria
for AFI)C eligibility. Will this increase the Federal cost, and, if so, by how much?

Answer. CBO has told us that it Is almost impossible to determine how many
people who are now eligible for AFDC might qualify because of the change we
propose In asset limitations. Asset limits are generally a less significant factor
keeping people off the assistance rolls than are benefit levels and the related
limits on other income. Our proposal to stadardize the asset limitations Is intended
to simplify administration and reduce the differences among states in AFDC
eligibility standards.

Question 10. On page 13 of your statement, you recommend the lowering of
the age eligibility for the SSI program in three steps down to W2 years of age.
What will be the increased costs each year for the first five years after the age
of 62 is reached?

Answer. Estimates we have seen of the added cost of reducing the SSI eligibil-
ity age limit from 65 to 62 have ranged from $300 million per year to $900 million
per year. Right now, the Congressional Budget Office is re-estimating all com-
ponents of S. 2777. CBO's earlier estimates of the cost of S. 2777 was based on
our preliminary specifications and did not reflect everything that was In the final
bill, including both elements that would add to the cost and other elements that
would substantially reduce costs.

Question 11. Senator, on page 16, you recommend a change in the AFDC
emergency assistance program. What kinds of needs would be met by the change
recommended by you which are not now being met? Is the $150 million cost an
additional cost over the present programs?

Answer. Our proposal for a block grant to the states totaling $150 million per
year for emergency assistance was offered for three reasons: First, the current
emergency assistance program is considered unduly rigid by many states. It can
only be used to provide assistance to a given family once in any twelve month
period. Also, it is only available for assistance to families with children, and the
matching Federal share (50 percent) is less favorable than the normal AFDC
matching rate in many states. Second, it seems to us that the states need to have
available a flexible pool of emergency assistance money which could enable them
to simplify their AFDC program (through fict grants, etc.) and also to respond
to needs of people who do not have children, such as elderly people who suffer
disastrous fires, or single individuals who are essentially disabled and are now
provided help under general assistance in many states. Third, more adequate
funding of an emergency assistance program of the type we propose would help
reduce pressures for special kinds of emergency assistance, such as the recently
enacted program to help low-income people pay unusually high fuel bills.

The proposed $150 million leevl of funding Is an arbitrary figure. It Is roughly
twice what the states which now participate in the current emergency assistance
program spend in Federal and state/local funds. The added money would pro-
vide a limited amount of fiscal relief to states which already have emergency
assistance programs and would enable those which do not have them to Initiate
them.

Approximately $115 million of the $150 million we propose would be an added
cost over the cost of current emergency assistance programs funded under the
Social Security Act. Assuming, however, that the emergency assistance program
for utility costs could be eliminated If our proposal was adopted, there would
be no net added Federal cost.

Question 12. On page 17 of your statement, you discuss the costs and you state
that S. 2777 will reduce cash assistance and Food Stamps costs by at least $26
billion below what they would be if current programs were simply continued.
Will you give us a breakdown concerning these savings and cite the authority
for the estimates?

Answer. The way in which this staff estimate was calculated was set out in
Attachment 5 to my April 17, 1978 testimony. The $26 billion projected reduc-
tion in cost was calculated by assuming that 200,000 AFDO recipients would
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be moved into jobs during each of the first five years all the components of S.
2777 were in effect, over and above the number of recipients who would obtain
jobs if current law were not changed. It was assumed that 100,000 additional
AFDC recip ents would obtain jobs during each year in the second five year
period after S. 2777 took effect. Using these assumptions, my staff then pro-
jected savings, assuming that half the people who took jobs left the welfare
rolls entirely and the other half received, on the average, a 50 percent-redc .tion
in AFDC benefits. Rough estimates of Food Stamps savings were then added
to the estimates of AFDC savings. No medicaid savings were calculated.

Question 13. What does your proposal contain that makes the work require-
ments more effective than the present law?

Ansiwer. Our proposal includes a number of components that we believe would
substantially increase the movement of welfare recipients on payrolls, including:

(1) An explicit work-search requirement as an addition to the current work
incentive rules.

(2) An increase in the maximum period of work experience under WIN from
the current 13 weeks to 26 weeks.

(3) Targeted jobs voucher and tax credit proposals to encourage private em-
ployers to hire welfare recipients.

(4) Targeting on welfare recipients of public service jobs under CETA.
(5) Funding the WIN program on an entitlement basis and an Increase of $200

million in the budget for WIN.
(6) An increase in the earned income tax credit, thus providing added work

incentives to AFDC recipients and other low-income families with children.
Question 14. Senator, you proposed last year that we federalize the unem-

ployed-parent component of AFDC. How much would that have cost? Was it not
in the neighborhood of $450 million? How much will this much broader, more
comprehensive proposal cost? Do you think the American taxpayer wants addi-
tional expenditures of.this magnitude for welfare?

Answer. We estimated that the cost of providing full Federal funding for the
current AFDC-unemployed parent program would be between $400 and $500 mil-
lion. We assume your reference to a "much broader, more comprehensive pro-
iosal" is to S. 2777. It is quite true that the cost of S. 2777 in its early years of
implementation will substantially exceed what my original proposal on AFDC-U
coverage (S. 1891, introduced July 19, 1977) would have cost. However, that
proposal did not purport to be a reform proposal touching the many elements
of the welfare problem dealt with by S. 2777.

I believe the American people will support welfare changes which cost some
added money Initially if they can be given some credible expectation that over
the longer-term the welfare system will be fairer, better run, and used as a
temporary resource for people who have no other means of suppoi'&, while assur-
ing that the people helped move as quickly as possible into jobs.

Question 15. Does your bill add to or reduce, the number of Americans on
welfare?

Answer. As I have already indicated, I believe the jobs components of E. 2777
would significantly reduce the number of people on welfare, more than offsetting
the added numbers that would be made eligible for assistance due to features
of our proposal such as the minimum benefit and coverage of two-parent families.

Question 16. You stated that the current single-parent component elected by
almost half of the states "has broken up many families and is a national dis-
grace." How many families have broken up because their state does not provide
two-parent eligibility? Is the rate of family break-up any greater in those states
which do not have two-parent eligibility than in those which do?

Answer. As indicated in our response to one of Senator Moynihan's questions,
it would not be meaningful to compare divorce or separation rates In states that
currently have the unemployed parent program with those rates in states which
do not have the program. This type of comparison would tell us nothing about
either the effects on family break-up of the current unemployed parent program
or of possible changes to that program such as are reflected in S. 2777. Unfortu-
nately, social scientists have not given us data on which to prove one way or
another the effects on family break up of current welfare policies or proposed
changes to them.

In my view, we must approach this as a matter of simple equity and common
sense. The reality is that in states which do not have unemployed parent coverage
at the present time, the only way a destitute intact family can get cash welfare
assistance which the Federal Government helps pay Is for the father to leave
his family. Even in those states which have the current, poorly designed unem-
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ployed father component in their AFDC programs, the "100-hour rule" and the
prior work experience requirements result in two-parent families being treated
in a discriminatory fashion compared to single parent families. It seems obvious
to me that this is poor public policy.

Senator MOYNIHAN. You have been most generous with your time,
sir, and we thank you for starting these hearings with a marvelous
presentation.

Senator BELLMON. I thank you, Mr. Chairman, and I thank the
subcommittee.

[The prepared statements of Senator Baker and Bellmon and a
paper by James R. Storey submitted by Senator Bellmon follow:]

TESTIMONY OF SENATOR HOWARD BAKER

Mr. Chairman and distinguished members of the Committee, it is indeed
a pleasure and privilege to join my good friend and able colleague, Senator
Henry Bellmon, in testifying on S. 2777, the Job Opportunities and Family
Security Act of 1978. I wish to express special appreciation to the Chairman
of the Subcommittee for the opportunity to testify and for his willingness to
hold hearings on various welfare reform alternatives in an effort to fashion
legislation which might be passed this year.

As Senator Bellmon mentioned, we are fortunate to have as prime cospon-
sors of our bill Senators Ribicoff and Danforth, who sit on the Finance Coin-
mittee. Both were not only helpful, but essential, to the drafting and promotion
of this legislation.

Before I describe the jobs and earned income tax credit portions of S. 2777,
I should like to comment briefly on the matter of welfare reform in general.
Few, if any, problems have so perplexed the country or the Congress as how
to adequately and fairly provide for the genuinely needy among us without
encouraging dependence and discouraging work. The Job Opportunities and
Family Security Act will not solve that problem once and for all. But it will
move us a large step forward at a pace we should proceed and at a cost we
can afford.

Too often the Congress has sought to effect reform of the present welfare
system, but failed because the undertaking was too ambitious and the pro-
posals too complex. Although the cosponsors of S. 2777 may differ as to what
constitutes the ideal welfare system, we share the view that reform is essential
and that it can be enacted this year if we proceed with caution. That is what
we propose to do.

No attempt to reform welfare can be made without devoting particular at-
tention to the question of jobs and how to minimize the period of dependence
on cash assistance. It is like trying to make a sandwich without any bread.
Work is inseparable from welfare when we are dealing with able-bodied indi-
viduals. Therefore, substantial emphasis in our bill is given to putting people
to work and using the tax system to make employment more profitable than
collecting welfare. We would do so by proposing a combination of private and
public sector jobs.

In terms of priorities, we set private sector employment as the primary and
preferable objective. Public sector jobs clearly have their place, but they are
band-aids for the wounded, not cures for the disease of structural unemploy-
ment. In other words, public sectors employment should constitute an absolute
last resort.

When we talk about unemployment statistics and the welfare syndrome,
we sometimes hide behind the numbers. A rate declines, or a curve expands,
and we go from seven million unemployed to six million nine hundred thou-
sand. The trouble with statistics of that sort is that it is people we are talking
about, not numbers and charts, but individual human being.. The fact that
there are millions of people on welfare and unemployed does not for a solitary
minutes reduce the anguish of that plight for each individual. With few ex-
ceptions, they prefer jobs to any sort of welfare benefit, and they prefer mean-
ingful jobs that will last. That is why we look to the private sector for the
only real solution.

Last year, over 4 million Jobs were created in the private sector as a result
of the continuation of our economic recovery. All of our best efforts here in
Washington cannot compare to the capacity of the private sector to genei.te
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jobs in an expanding economy. However, even in an expanding economy, there
are those whom businesses are reluctant to employ for a variety of reasons.
In drafting the private sector jobs portion of our bill, we explored the ob-
stacles to employment of low-skill and low-wage employees.

The most frequently cited obstacles include the minimum wage, social secur-
ity taxes, a poor work record or no work record at all, and the location of the
jobs vis-a-vis the jobseeker. In 8. 2777, we attempt to deal with many of those
problems and provide a means to overcome them.

Our proposal would consist of two different private sector initiatives: a
wage voucher system and an improved jobs creation tax credit. Both programs
would be targeted at AFDC recipients, persons unemployed more than 26
weeks, unemployed youth who have graduated from secondary school or are
over 18 years old and persons who have completed CETA public service Job
assignments and have sought work for 30 days without success. The first three
categories of people must have undertaken an unsuccessful job search for 90
days in order to become eligible for either the voucher or tax credit program.

The governor of each state would.be given the option of designating which
agency or agencies should administer the two programs. Presumably, the choice
would be between the state welfare agency and the state employment agency.
There is also a question of what role the local Work Incentive or WIN office
would play in the administration of the program.

Though we believe that It is important to leave the ultimate choice up to the
respective governors, we are not certain that the governors should be limited
to designating a state agency or agencies. Rather, we believe consideration
should be given to amending a bill to permit a governor to contract with an
outside organization if he concludes that it would do a better jobs of admin-
istering the programs.

That recommendation is qiade so as not to preclude the use of intermediary
organizations which now exist in many cities in an effort to bridge the gap
between the private and public sectors and to assist in the placement and,
training of the hard to employ.

In that regard, I commend to the Committee's attention a publication by
the Committee for Economic Development entitled "Jobs for the Hard-to-
Employ." It is an excellent work on both the obstacles to private sector em-
ployment and some possible solutions.

The administering agency would be responsible first for certifying individual
eligibility and providing the program applicant with proof of that certification.

The administering agency would maintain a permanent list of employers
who had expressed a willingness to participate in either program. They cannot
participate in both programs simultaneously because of the administrative and
accounting difficulties that would result. Therefore, they must choose one
program or the other. Assuming that an individual was certified, the voucher
program would work this way:

Both private and non-profit employers could participate in the voucher pro-
gram. If the administering agency determined that an employer was legitimate,
and that he was not substituting voucher eligibles for full salary employees,
the agency would send a voucher eligible to the employer.

The employer may hire the eligible person for a Job of not less than 30
hours nor more than 40 hours per week. The individual must be hired at the
prevailing wage paid other employees in the same firm performing the same
functions.

At the end of each month, the employer would send a statement to the ad-
ministering agency stating the number of hours worked by that employee. The
agency would then send a voucher to the employer equal to $1 times the
number of hours worked during that month. The employer could cash the
voucher at a regulated financial institution, and the voucher would be redeemed
by the U. S. Treasury. The vouchers would continue for one year.

One of the most serious potential problems with a program like this is the
likelihood that an employer will substitute or displace existing full salary
employees in order to pick up voucher eligibles. We attempt to deal with that
problem first by providing that no employer may hire a voucher employee if
within the past 60 days, a non-subsidized salary employee paid a comparable
wage was laid off from that employment. We would require the employer to
sign a statement to that effect on the certification form.

However, if the employer rehires an equivalent number of non-subsidized
salary employees, he may also then hire voucher eligibles. The difficulty exists
In making the system as red tape free as possible without encouraging wind-
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falls or fraud on the part of employers. We encourage any suggestions on ways
that might be accomplished, including the imposition of sanctions against
employers who abuse the program.

The jobs creation tax' credit program is similar in some respects to the
voucher, but different in others. As mentioned earlier, it Is targeted at pre-
cisely the same groups of people. Moreover, the employer could claim a credit
equal to $1 per hour of employment of an eligible person.

The differences exist with respect to the ability of the employer to partici-
pate. We would apply to same test as now exists in the jobs creation tax
credit enacted last year, which only permits employers to claim a credit on
wages paid to employees hired in excess of 102 percent of the firm's employ- A
meant base for the previous year. Moreover, no firm could claim more than
$100.000 in employee tax credits In any one year. And, finally the tax credit
would be one year in duration.

Having described the private sector portion of our proposal, a number of
questions must be answered. First, what is the history or record of wage sub-
sidies and job tax credits in this country. Second, why create two private
sector program instead of one. And, finally, how much will the private sector
program cost.

The history or record of wage subsidies and Job tax credits is very limited
and largely inconclusive. To the extent that one can derive an opinion of suc-
cess or failure of the concepts based upon our experience, it would not be
particularly good. However, I reemphasize that the data are inadequate, and
our proposals would seek to address the most serious problems.

There actually have been only three such programs enacted in this country:
the jobs creation tax credit, which was established last year and which I have
already described; the WIN tax credit passed in 1971; and the JOBS program
started in 1,968.

The jobs creation tax credit included in the Tax Reduction and Simplifica-
'tion Act of 1977 will expire in the next few months. Labor Department studies
of the impact of that credit will show it to be deficient, but there are several
reasons for that conclusion. First, it is not targeted at the hard to employ,
or anyone else. Rather, it permits an employer who exceeds 102 percent of his
previous year's employment to claim a credit on the wages of any new em-
ployee. Thus, a tax credit can be claimed on a recently-acquired nuclear physi-
cist as easily as it can be for a low-skill worker.

Another problem, and a common one among all three efforts In this area, Is
the lack of adequate awareness on the part of the private sector of the availa-
bility of the credit. If such a program is to have any chance of success, it
must be aggressively advertised by the administering agency or agencies.
Though I have not seen final data on the use of the present tax cr edit, I fully
expect that it will be discouraging partly due to the lack of effective adver-
tising.

The Work Incentive (WIN) tax credit, which is a subsidy on the wages of
WIN registrants, was enacted In 1971. It was altered and made permanent in
1976. It permits employers of WIN registrants and AFDC recipients to claim
a credit of 20 percent of the wages paid for the first 12 months of employment
up to a total credit of $50,000 plus one-half of the tax liability above $50,000.
The problem with the WIN tax credit originally was that the amount may
have been too low to Justify the paperwork involved, and the employer was
required to retain the employee for one year beyond the year for which the
credit could be claimed. The later modifications of the program apparently
did not come until employers had already given up on the program. As a result
of these problems, two surveys of employers using the credit found that less
than 10 percent attributed their hiring of the WIN registrant to the credit.

Finally, the JOBS program begun in 1968 was a government effort to work
with the National Alliance of Businessmen in placing disadvantaged unem-
ployed persons in private sector jobs. Once the NAB found the individual a
Job, the federal government offered to Issue contracts which would subsidize
their employment by reimbursing part of their employment costs if they were
retained for six months In the firm. However, the employers of less than one-
third of the people actually placed saw fit to enter into the contractual ar-
rangement, which Indicates that the subsidy was largely meaningless. The
problems were twofold: there was too much red tape involved and there was
too much of a stigma attached to the hiring of these disadvantaged people.
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As you can see, the record is not particularly encouraging. However, there
are certain common threads which run throughout each of these efforts and
which indicate, in my judgment, that our proposals could work. The most
common thread is the perception by employers that hiring a tax credit or wage-
subsidized individual would entail massive amounts of paperwork and red
tape--and in the past, that has been the case. But under our program, the
red tape or paperwork would be relatively little.

Another frequently cited problem was the lack of widespread awareness in
the private sector of the existence of the incentive programs. Under our pro-
posal, we would suggest an aggressive advertising campaign by the adminis-
tering agency and appropriate the funds necessary for that purpose.

The other difficulty with past private sector job creation efforts involves the
targets of the various programs. It seems that either the program was not
targeted at 011- or it was aimed at such a narrow, stigmatized group that em-
ployers were discouraged from taking advantage of the incentive. We think we
will avoid that problem by targeting our program at the long-term unemployed,
AFDC recipients, and unemployed youth.

I was encouraged to see the Administration embrace a targeted tax credit
for Jobs as part of Its comprehensive urban policy. Although I have not re-
viewed the details of their proposal closely, I would suggest that they bear in
mind the same considerations which I have listed before this committee: the
necessity tc minimize paperwork and the specter of government supervision
or intrusion in the affairs of businesses inclined to participate; the importance
of aggressive advertising at the local level so that the private sector is fully
aware of the existence of the incentives; proper targeting so that the incen-
tives encourage the hiring of the bard to employ but do not so restrict the
eligibility of the program to those most stigmatized in the employment context;
and the propagation of a positive attitude among the private sector not only
abput the efficacy of the program, but also the significance of their contribu-
tion to solving one of this nation's most serious problems.

We chose to establish two private sector jobs programs rather than just one
for several reasons. Fist, the job creation tax credit concept is already in law,
even though its success apparently has been limited. We believe that by tar-
geting it and advertising it effectively, It can have a substantial impact on
unemployment. However, the tax credit alone is not enough because there are
some businesses or organizations which are not eligible to participate. Those
include firms which have not increased their employment over the previous
years, as well as organizations which pay no taxes. For those reasons and
others, we felt that the tax credit effort should be complemented by thMe exist-
ence of a wage voucher program.

As-for the cost of the two private sector programs, the Congressional Budget
Office estimates that by virtue of the people who would be eligible and em-
ployed, we would actually save a small amount of money overall. In other
words, the savings that would result from removing people from the welfare
rolls after 60 days of full-tinie employment would more than equal the loss to
the Treasury from the cashing of vouchers or the claiming of tax credits.

That estimate is based upon certain assumptions given the Congressional
Budget Office. Specifically, we asked the CBO to assume that 500,000 Jobs were
created under the wage voucher program, 300,000 of those jobs going to AFDC
recipients. With that assumption, they estimated that it would cost $1.04 bil-
lion in 1982. The administrative costs of the voucher program were estimated
to be $144 million.

Offsetting those increased costs would be a reduction in AFDC benefits of
approximately $1.22 billion. Therefore, the net cost to the federal government
of the wage voucher program would be a savings of $4 million. The same sort
of offset would occur with respect to use of the tax credit. Unfortunately, the
CBO is unable to estimate what the probable utilization of either program
would be by the private sector.

Despite our heavy emphasis upon private sector employment, public sector
employment is also necessary to help those not absorbed by the private sector.
In that regard, our bill would work within the context of the existing Com-
prehensive Employment and Training Act (CETA). However, we would make
certain changes in CETA which we consider necessary to Improve its efficiency
and better coordinate it with other public and private sectors Jobs programs.

Our bill only addresses a portion of CETA. It does not deal with the gen-
eral counter-cyclical issue, but only with the existence of public service Jobs
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for target recipients. The individuals targeted under S. 2777 for a Title VI
public service Job fall Into two categories. The first category and priority
consists of an employable adult in any AFDC-Unemployment Parent household
who has searched unsuccessfully for a regular job for 90 days. As Senator
Bellmon has mentioned, It is essential to guarantee a Job to an adult in an
intact family if we are going to require all states to cover intact families under
AFDC.

The second category of target recipients can be divided as follows: 50 per-
cent to other AFDC recipients and 50 percent to other persons unemployed for
26 weeks or more, regardless of whether they are receiving unemployment com-
pensation.

Although our bill would maintain the present level of CETA public service
Jobs through FY 1979, it would reduce those jobs to 500,000 for FY 1980
and 1981. The bill would reduce them further to 375,000 for FY 1982 and
250,000 for FY 1983. However, no reduction would take place if the national
average unemployment rate exceeded 6 percent the previous year.

Our bill would also make certain improvements in the Work Incentive or
WIN program. We would begin by giving governors more control over WIN,
including authority to designate the agency or agencies to administer the pro-
gram. We would add $200 million to present WIN funding and convert it to
an appropriated entitlement to assure that the funds were not eliminated In
the appropriation process.

With respect to the Work Incentive program, our bill also would:
(1) Require AFDC recipients defined as employable to engage in work

search activities. This requirement is also included in the Senate Finance
Committee's version of H. R. 7200.

(2) Exempt from WIN participation AFDC recipients who are:
(a) working for not less than 30 hours a week; (b) engaged in a college-

level undergraduate educational program for not less than 30 hours a week;
or (c) employed in a CETA public service Job.

(3) Clarify treatment, for purposes of the AFDC Income disregard, of wages
and training stipends paid under the WIN program. Public service employment
and on.the-job training stipents are to be treated as earned income, while work
experience and classroom training stipends will not.

(4) Revise the authority of the Secretary of Labor to issue regulations for
certain aspects of the WIN program by requiring that all such regulations be
jointly Issued by the Secretaries of HEW and Labor.

(5) Eliminate the requirement for 00-day counseling before terminating
assistance to an AFDC recipient who refuses a job offer or participation in
WIN activities.

(6)Authorize social and supportive services during work search and'after
employment Is accepted.

(7) Authorize counting of in-kind state and local contributions toward re-
quired 10% state-local share of WIN funding. -

(8) Exempt from the Fair Labor Standards Act work experience assign-
ments of up to 26 weeks under the WIN program.

We believe that these changes will make necessary improvements in the WIN
program and move In the direction indicated by members of this committee in
recent deliberations.

Another major element of any attempt to reform welfare is aid to the work-
ing poor. If we want to encourage work and discourage dependence, we must
make work more profitable in all instances. The earned income tax credit is the
best means of accomplishing that goal. Under present law, the head of a fam-
ily with children may claim a credit on earned income of 10 percent up to
$4,000 of income. After earnings pass $4,000; the credit.phases out at a 10
percent rate, which means that for every additional $10 earned, $1 of the
credit is lost.

Our bill would vastly enhance that credit by Increasing it from 10 to 15
percent of earned income and permitting one to claim a full 15 percent credit
up to the poverty line. In other wards, a family of four with earned income of
$6.000 per year could claim a 15 percent credit before the credit began to phase
out. The point at which the credit begins to phase out will vary by family size
and will Increase as the various poverty lines increase. However, we would
phase out the EITC in this bill at a 20 percent rate or $2 for every additional
$10 of earned income.
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One of the unique features of our approach to the EITC is that we would
pay the credit to the employee on an "as earned" basis, through reverse with-
holding. In other words, if an employee is entitled to a 15 percent credit on his
earned income and he is paid $500 per month, his pay check would consist of
$500 plus $75 or 15 percent of $500. It is not necessary for an employee to
have funds withheld by his employer in order to receive the credit. Rather, the
employer simply sutracts the credit from the total amount he owes the Treas-
ury Department. The advantages of returning the credit to the employee In
each pay check rather than all at once are obvious.

Other earned income tax credit provisions of S. 2777 include the elimination
of the 50 percent "self-support" test, the denial of the credit for subsidized
public service employment earnings (both WIN and CETA), and the total dis-
regard of EITC income for purposes of AFDC.

In conclusion, Mr. Chairman, we propose "incremental" reform of the pres-
ent welfare system. Our bill would increase family stability, reduce the in-
consistencies in the eligibility criteria among the respective states, simplify
and streamline the administration of welfare, provide necessary fiscal relief
to state and local governments, establish new incentives for the private sector
to hire the hard-to-employ, and make work more profitable than welfare.
Most of these changes would build upon and improve the present system. To
the extent that we plow new ground, it is with respect to private sector job
creation and I submit that trying new approaches is long overdue in that area.

As I mentioned before, people may differ as to what constitutes the ideal
welfare system in America, but they cannot dispute the fact that the present
system cries for reform. The question is how much reform is necessary and
possible. In my judgment, a consensus in the Senate exists for the type of
reform proposed by Senators Bellmon, Ribicoff, Danforth, and me. We must not
let the opportunity that exists this year to effect meaningful reform pass
because we once again attempted too much.

Thank you.

TESTIMONY BY SENATOR HENRY BELLM0N

Mr. Chairman, I want first to thank you for the opportunity to testify here
today and to commend you for holding this series of hearings.

I also want to say that I am personally most pleased that our distinguished
Minority Leader, Senator Howard Baker, and two of our esteemed colleagues
who serve on the Senate Finance Committee-Senators Abraham Ribicoff and
John Danforth-are all co-authors of S. 2777, the welfare reform proposal which
most of my comments will address.

Mr. Chairman, my personal experience with, and knowledge of, welfare Is-
sues do not match yours or those of otbher members of the Finance Committee.
We are sure you can and will improve the bill we have offered. We look for-
ward to working with you in this effort.

There can be no doubt, Mr. Chairman, that there are significant problems
in the public welfare system in this country. There are indeed inequities in
current welfare benefits; there is poor management in some aspects of the
programs; and insufficient priority is placed on work as an alternative to
welfare. I commend President Carter for putting welfare reform on the front
burner for Congressional consideration. It is my personal belief, however, that
in presenting the Administration's welfare proposals, President Carter and
Secretary Califano have overstated the difficulty of dealing with the problems
which exist. In many of our states, including my state of Oklahoma, we have
effective administration and humanitarian responsiveness to the problems of
low-income people.

As you know, Mr. Chairman, administration of the AFDC program has Im-
proved dramatically since the initiation of the Federal-State quality control
program in 1973. In the first half of 1977, the dollar loss due to payments to
ineligible people and overpayments averaged 8.6 percent throughout the coun-
try. This represented almost a 50 percent reduction from the error rates which
existed in 1973. Moreover, Mr. Chairman, in the first half of 1977, twelve states
achieved a better quality control record in the administration of AFDC than
did the Social Security Administration in administering the much simpler Sup-
plemental Security Income Program. I do not think we can assume that better
management will come faster if we "federalize" AFDC and Food Stamps, as
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compared to the progress than can be made through a continued Federal-State
partnership effort.

I would also like to point out, Mr. Chairman, that welfare costs are no longer
running away. Both AFDC and Food Stamp enrollments have been dropping in
recent months as the economy has improved and state management improve-
ments were installed. As a member of the Budget Committee, I have become
acutely aware that growth pressures in AFDC, Food Stamps, and 851, all of
which the President proposes to consolidate, are far less today than they are
in Medicaid, Medicare, housing or even Social Security.

Having said this, however, I reiterate my personal conviction that welfare
improvements are needed. I believe 8.2777 offers a workable, balanced plan for
achieving the needed improvements.

S. 2777-the welfare reform plan which was introduced on March 22nd by
Senators Baker, Ribicoff, Danforth, Mark Hatfleld Stevens, Young and I, pro-
vides Congress with the opportunity to pass significant legislation this year
to remedy major problems in the Nation's welfare system. S. 2777 builds on
the strengths and corrects weaknesses in the present welfare programs. It can
be implemented at reasonable costs. It avoids the risks of untested social, eco-
nomic and administrative concepts entailed in the Carter welfare reform
plan. It strikes a balance-between support for those in need, and work oppor-
tunities for those who are able to work-that is in tune with both the com-
mon sense and the compassion of the American people.

The American people are compassionate. Poll after pol has shown that they
want to help the members of society who are unable to sustain themselves at
a decent level of living. But at the same time, the public demands certain
things of its elected officials and of the people who receive support under
welfare-type programs. It demands that the programs be run well. It should
demand that. It demands that cheaters not be permitted to receive benefits of
public assistance programs that are intended for people with legitimate needs.
The public is correct in demanding that fraud be eliminated and that there be
administrative efficiency and effectiveness in our public assistance programs.
The public is right in believing that those members of society who can work to
support themselves and their families should do so.

In his new book on "Welfare," Martin Anderson of Stanford University
states:'

"Practical welfare reform demands that we build on what we have. The-
American people want welfare reform that ensures adequate help to those who
need it, eliminates fraud, minimizes costs to the taxpayers, and requires people
to support themselves if they can do so."

S. 2777 Is aimed precisely at these objectives.
My staff and I have been asked many times why we introduced S. 2777, a

so-called "incremental reform" bill. Our answer is a very simple one: we ac-
cept the view that there are serious deficiencies in the present welfare system:
we reject the view that the way to work on those deficiencies is to replace the
present programs with a greatly expanded, Federalized, and computerized
cash benefits program, accompanied by a massive public jobs program, as the
Carter Administration has proposed. Rather, we see an opportunity for the
Congress to change existing programs so as to make significant progress in
correcting problems and inequities that now exist. By doing so, Congress can
achieve reform at lower cost, and with much less disruption, and less relearn-
ing of the lessons of the past, than the President's plan would entail.

Let me now summarize the major provisions of S. 2777. I am focusing par-
ticularly on the welfare changes, as Senator Baker will cover the employment
and tax provisions of our bill. I want to stress, however, that we see our pro-
posals as an Integrated set of changes. Our support for improvements in the
cash assistance and food stamp programs Is tied directly to our conviction that
work opportunities for welfare recipients can and must be enhanced.

Our bill proposes the following major changes in existing programs:

(1) ALLOCATION OF OSTO (AFDC)

S. 2777 would increase the Federal matching rate for AFDC program costs
through a three-step sequence, beginning in fiscal year 1980 and ending in fiscal
year 1982, so that In fiscal year 1982 and thereafter, all states would have a
Federal matching rate of between 80 and 90 percent, unless they elected to re-

' Anderson, Martin. Welfare-The Politfoal Sconomy of Welfare Re.form in the Uxted
Stages; Hoover Institution Press, 1978 (Page 158).
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tain either local administration or local funding part of their AFDC programs,
and unless they failed to achieve dollar loss error rates of 4 percent or less.
If they failed both tests, their Federal matching rate would still be at least
65 percent. This compares with present matching rates of between 50 percent
and 78 percent.

This increase' in matching rates would be achieved by starting with the
present so-called Medicaid matching rate, which is one of two ways of calcu-
lating AFDC matching rates, and adjusting the Federal share upward in three
equal steps in fiscal year 1980, fiscal year 1981, and fiscal year 1982.

This Is probably a good point, Mr. Chairman, to mention an aspect of S. 2777
that relates both to the distribution of costs between the Federal Government
and the state, and the question of benefit levels which I will discuss a little
later. I am referring to the-fact that S. 2777 would restrict Federal matching
of AFDC costs to that portion of the state's cash benefits which, when com-
bined with Food Stamps, did not provide income greater than 100 percent of
the official poverty line to a family with no other income. States would be free
to pay higher benefits, but if they chose to do so, they would be fully respon-
sible for the portion of benefits which exceeded 100 percent of the poverty line.

I recognize, Mr. Chairman, that this gets a little involved, and I have ap-
pended to my testimony a table which shows the way the increased matching
share would work for states in particular situations (Attachment 1). I would
be glad to discuss this table with you if you have questions regarding it.

I have also appended to my testimony a state-by-state table showing pro-
jected AFDC costs In fiscal year 1982 and the effects of S. 2777 on the sharing of
those costs between the state and Federal Governments (Attachment 2).

I want to point out, Mr. Chairman, that S. 2777 would shift from the state
and local governments to the Federal Government over $3 billion annually in
AFDC costs by fiscal year 1982. Our bill provides only $400 million less fiscal
relief In fiscal year 1982 than the Carter welfare reform proposal, and $800 mil-
lion more fiscal relief than the Corman Subcommittee's revision of the Carter
plan, according to estimates prepared by the Congressional Budget Office. That is
despite the fact that our bill would cost over $10 billion less per year than those
plans.

(OVERAOF OF TWO-PARENT FAMILIES (AFDC)

S. 2777 would require the states to provide AFDC support to two-parent
families, beginning in fiscal year 1981. This is one of the major AFDC Improve-
ments states would be required to make in return for the higher Federal matching
rate. This means that the 23 states whose AFDC programs do not now cover
two-parent families in which at least one of the parents is able-bodied, will be
required to cover such families when their income and resources otherwise
qualify them for assistance.

Even in those states which now have the unemployed parent component in
their AFDC programs, there is serious discrimination against two-parent fam.
ilies because of the "work place connection"-requirements of the current law
and the HEW regulation which terminates eligibility for AFDC benefits when-
ever the father works more than 100 hours in any month. Both of these dis-
criminatory provisions would be repealed by S. 2777. In place of the 100-hour
rule, our bill would substitute an eligibility criterion based on earnings. Two-
parent families would become Ineligible for assistance when their earnings
exceeded three quarters of the full-time Federal minimum wage. In those states
In which that level of earnings would be above the point where single-parent
families would lose eligibility for AFDC, the lower cut-off point would apply.

The provisions of S. 2777 on coverage of two-parent families would provide
equal treatment of single-parent and two-parent families in low-benefit states.
In high-benefit states, there would still be differential treatment for two-parent
families, but the cut-off of eligibility for benefits would be at a more adequate
income level and thus far more equitable than the present rules.

In order to keep the expansion of the welfare rolls to a minimum, the In-
creased coverage of two-parent families is coupled with strengthened work-
search requirements as part of the WIN guidelines, eligibility for the job
vouchers and tax credits which Senator Baker will discuss, and finally a "last
resort" guaranteed Job under the CIDTA public service jobs program.

(3) MINIMUM PA MENT STANDARDS (AFDC)

A third major change to AFDO would be the establishment of minimum
standards for payments. Under 9. 2777, all states would be required in fiscal yea'
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1981 to pay AFDC benefits high enough so that, when Food Stamps are taken into
consideration, eligible families would receive an income of at least 55 percent
of the poverty line. The minimum benefit would rise to 60 percent of the pov-
erty line in fiscal year 1982 and to 65 percent in fiscal year 1985. Tying the benefit
standard to the poverty line would mean that in future years the minimum bene-
fit would be indexed so that it moved up in proportion to the cost of living.

The Carter welfare reform plan proposed a benefit floor of 65 percent of the
poverty line, effective in fiscal year 1981, but it did not index the minimum benefit
for the future. Moreover, the combination of cash-and Food Stamps proposed in
S. 2777 would, In the opinion of many informed observers, provide better pro-
tection to the children whom the welfare system is primarily intended to pro-
tect than would the Carter all-cash plan.

A table is attached to my statement (Attachment 3) showing how AFDC
and Food Stamp benefits would mesh in the various states in fiscal year 1982.
This table assumes continued growth in benefit levels in accordance with historic
patterns.

(4) RELIEF FOR LOCAL GOVERNMENTS (AFDC)

A fourth area in which S. 2777 would change AFDC has to do with the mix
of funding and administrative responsibilities between state and local govern-
ments. The bill would create a very strong incentive for states to relieve
local governments of funding and administrative responsibilities for AFDC
programs. Currently, 18 states have county-administered programs and in 11
states, counties and sometimes cities, pay a substantial part of the cost of
AFDC. The final one-third increment of increased Federal match which would
be available in fiscal year 1982 under S. 2777, would be denied to states which had
not by then taken over full funding and administrative responsibilities from the
local government level.

We believe S. 2777 provides for sufficient additional Federal funding to en-
able all states to relieve local government of these responsibilities without net
additional costs at the state level. This would be a major step forward in
reducing the complexity of the intergovernmental relationships involved in the
welfare programs and would remove from the local property tax the burden of
financing AFDC. This would, of course, enable local governments to deal more
effectively with many other needs.

(5) WORK EXPENSES AND EARNED INCOME DISREGARDS (AFDC)

S. 2777 propo.s replacement of the "$30 plus one-third earned income" dis-
regard provision, and the Individualized calculation of work expenses and
child-care deductions now in the law, with the following new provisions.

1. AFDC recipients who work would retain the first $60 per month of earn-
ings, without any reduction in their AFDC grant. This allowance would rise
to $65 in fiscal year 1983 and to $70 in fiscal year 1985.

2. Any recipient who could document work expenses exceeding $60 in a
month, would be allowed up to'another $60 deduction without reduction of the
AFDC grant. This maximum deduction would rise to $65 in fiscal year 1983 and to
$70 in fiscal year 1985.

3. After deductions 1 and 2, where applicable, the recipient family's grant
would be reduced by $2 for every $3 earned, except that where necessary to
permit employment of a parent, child-care expenses of up to a $100 for one
child and a maximum of $300 per family would offset the AFDC grant reduc-
tion that would otherwise occur. These maximum child-care deductions would
rise to $110 and $330 in fiscal year 1983 and $120 and $360 in fiscal year 1985.

These proposed changes in the work expense and disregard provisions differ
somewhat from the proposals that have been considered thus far by the Finance
Committee. We believe this design provides appropriate work incentives, while
simplifying administration.

(6) RESOURCE LIM\IITATIONS (AFDC)

S. 2777 provides for standardization of resource criteria for AFDC eligibility.
As you know, the states now vary widely on the amount of assets families may
have and still qualify for AFDC. Federal law, on the other hand, establishes
for the 5S1 program a nationwide set of resource limitations, which have
worked well and which seem appropriate for the AFDC program. Our bill,
therefore, proposes that the asset limitations already established for SSI be
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applied to the AFDC program. This means that families of two or more could
have up to $2250 in liquid assets, without being denied AFDC benefits.

(7) ACCOUNTING PERIOD AND REPORTING (AFDC)

In designing our proposal, we were very sensitive to the concerns that have
been raised about the Administration's proposal for a six-month accounting
period in determining eligibility and the amount of payment. S. 2777 reflects
our conclusion that states ought to be left with considerable flexibility in this
area. The bill, therefore, provides that states may choose to adopt either the
one-month prospective approach now used by most of them or a one-month
retrospective accounting period. It is our belief that more and more states will
switch to the retrospective approach as a way of reducing their quality control
error rates, but we do not believe the Federal Government should mandate
this for all states. Likewise we propose that states continue to have an option
on requiring monthly or other periodic reporting of income and other data
affecting eligibility or amount of payment.

(8) SUPPLEMENTAL SECURITY INCOME (881)

S. 2777 would continue the SSI program as a Federally-administered, state
supplemented arrangement. Two major changes would be made in the SSI
program: First, the age level for SSI eligibility would be reduced from the
present 65 years to 64 years in 1980, 63 years in 1981, and 62 years in 1982.
This proposal recognizes the difficult financial problems many low-income people
face in their sixties when their employability is reduced; many of the people
who would be helped by this change have neither families nor jobs. 581 eli-
gibility would provide them the opportunity to survive with dignity.

A second 551 change deals with the interactions between SSI and Food
Stamps. States would be given an option to "cash out" Food Stamps for elderly
and disabled persons who are eligible for SSI. States would simply advise the
Federal Government of their decision to have the program cashed out and the
Federal Government would add the benefit that would otherwise go through
Food Stamps to SSI checks paid to individuals living in those states.

(9) EARNED INCOME TAX CREDIT

S. 2777 proposes expansion and scaling by family size of the earned Income
tax credit now in the law. The present credit provides a 10 percent refundable
tax credit for persons earning $4,000 or less, with the credit scaled down as
income rises above $4,000 at the rate of $1 loss for each $10 of income earned.
S. 2777 increases the earned income credit to 15 percent of earnings up to the
poverty line (approximately $6,200 for a family of four in 1978). After reach-
ing its peak, the new earned income tax credit.would phase down at a 20
percent rate-$2 lost for every $10 of income-until it was phased out. If
these changes were in effect in 1979, the EITC would phase out at $10,850 for
a family of four.

A major innovation which S. 2777 adopts from the Carter welfare reform
plan involves the way the credit is paid. It would be paid through reverse
withholding. In other words, persons working at very low wages would receive
the credit as an addition to their pay checks. Their employer would, in turn,
offset the amounts so paid against the taxes the employer owed to the Federal
Government for income tax withholdings. The Federal income tax return would
still be used to reconcile and recover from any individual whose overall income
did not justify the credit.

The earned income credit, together with Food Stamps, would provide sig-
nificant support for those non-AFDC families in which members are working
at low incomes, or working intermittently.

(16) RE:COUPMENT (AVDC AND FOOt) STAMPS)

S. 2777 adopt provisions included in Representative Ullman's welfare reform
bill (H.R. 10711) providing for recoupment through the income tax system of
AFDC and Food Stamps benefits paid to families having relatively high earn-
ings during part of a year, but eligible for benefits in other months. Recoup-
ment is an important, innovative concept which can help greatly in reducing
the inequities associated with welfare programs as well as holding down
unnecessary costs.
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l 1) PILOT TESTS

S. 2777 provides authorization for testing more far-reaching reforms of pub-
lic assistance and social services program. Specifically, the bill calls for pilot
testing of a federalized, consolidated cash assistance program similar to that
proposed by President Carter, a "full-state-choice" option advocated by various
people, and the full cash-out of Food Stamps. In addition, the bill would pro-
vide for demonstration programs that would involve "one-stop shopping" serv-
ice centers responsible for serving people participating in various public benefit
programs.

(1-2) SUBSIDIZED ADOPTIONS/FOSTER CARE

. 2777 incorporates the very important provisions on subsidized adoptions
and foster care included in H.R. 7200 now pending Senate Floor action, with
one major exception. We propose that the Federal funding for AFDC foster
care costs remain open-ended, rather than placing a ceiling on Federal pay-
ments as proposed in H.R. 720.

(13) EMERGENCY A-'ISTANC-,

S. 2777 would replace the present limited emergency assistance program
associated with AFDC with a more flexible, block-grant of $150 million in
Federal funds each year. This money would be divided among the states in
proportion to the AFDC population, but it could be used to assist people who
do not receive AFDC support as well as those who do."

(14) ADMINISTRATIVE IMPROVEMENTS

S. 2777 incorporates a number of provisions to improve AFDC administra-
tion. Several of these were adopted from the Senate Finance Committee ver-
sion of H.R. 7200. These are summarized in the sectional summary appended
to my statement (Attachment 4).

ADVANTAGES OF S. 2777

Mr. Chairman, my associates and I believe we have presented to you a
welfare reform plan that can be supported by liberals and by conservatives in
the Congress, by the Administration, and by the public. Our plan builds on
the strengths of the present system and makes major improvements in the
most serious problems in the present system. Most importantly, it does not
close the door for the future.
(1) cost

This plan would involve added annual costs to all levels of government of
about $5 billion more than would present programs.

This compares with about $18 billion above present programs for the Carter
plan as revised by the Corman Subcommittee in the House. Under S. 2777,
states and local governments will be relieved of $3 billion in costs, while the
fiscal relief provided by the Carter/Corman plan would total only $2.2 billion.

Most of the added costs of S. 2777 will be for the employment and the
Earned Income Credit features of S. 2777. Indeed, looking ahead 10 years, we
estimate that S. 2777 will reduce cash assistance and Food Stamps costs by at
least $26 billion below what they would be if current programs were simply
continued. The last page of the attachments to my statement provides a table
which projects future costs of these programs, assuming 8.2777 resulted in a
total of 1.5 million people over the next ten years taking Jobs instead of being
dependent on welfare (Attachment 5).

(2) Welfare and Wor-k
S. 2777 takes a balanced, cost-effective approach to the work question. It

assumes that we both should and can assure that persons receiving public
assistance work in regular jobs wherever possible. As Senator Baker will ex-
plain, our plan provides vouchers and tax credits and WIN improvements to
facilitate movement of AFDC recipients into regular jobs. But we don't stop
there. We also change CETA eligibility rules to assure that many of the A.
existing subsidized public jobs go to AFDC recipients rather than to people
who can obtain other employment far more easily.
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(3) Benefit improvcments
S. 2777 will improve the equity of AFDC benefits within and between states,

and the adequacy of benefits In states which currently pay very low benefits.
Also, the serious inequities relating to two-parent families will be largely
eradicated by enactment of this bill.
(4) Administration

Finally, S. 2777 will keep decentralized administration in the AFDC and
Food Stamp programs, rather than launching a major expansion of the Federal
Government.

CONCLUsION

The hearings you are holding during the next three weeks should help all of
us to have a better perspective on the over-all welfare reform picture as we
consider Individual pieces of legislation coming to the Senate Floor.

S. 2777 offers Congress a constructive, workable welfare reform plan. It is a
package og changes that builds upon experiences gained, and avoids the mis-
takes made in the past. I am confident this plan contains the key ingredients
of welfare reform as it will ultimately be enacted.

tATTACTI1MENT 1

BAKER-BELLMON-RIBICOFFDANFORTH WELFARE PROPOSAL (S. 2777)-EXAMPLES OF
AFDC FEDERAL MATCH

fIncluding effect of local administration and quality control rules

tin millions of dollars

EFFECT ON S. 2777 ON

Medicaid Increased Federal match
match in

fiscal year Fiscal near Fiscal year Fiscal 1year1980 so8 1981 M92

States with full State funding and administration, and less
than 4 pct. dollar error rate by 1982:

State A ........................................ 50 60 70 80.0
State 8 ........................................ 55 65 75 85.0
State C ........... ............................ 63 72 81 90.0
State D .......-................................ 69 76 83 90.0

States with local administration and/or funding, and with
less than 4 pct. dollar error rate by fiscal year 1982:

State E ........................................ 50 60 70 70.0
State F ....................................... 55 65 75 75.0
State G ........................................ 63 72 81 81.0
State H ........................................ 69 76 83. 83.0

States with full State administration and funding but wit,
greater than 4 pd. dollar error rate by fiscal year 1982:

State I, ....................................... 50 60 70 79.0
State J ....................................... 69 76 83 89.3
State KI ....................................... 50 60 70 78.0
State L ....................................... 69 76 83 88.6State L '....................................... so G0 70 79. 0
State M I ....................................... 69 76 83 97.9
State N ....................................... 50 60 70 76.0
State 04 ....................................... 69 76 83 87.2
State p- ....................................... 50 60 70 75.0
State Q ' ....................................... 69 76 83 86.5

States with both local funding and/or administration and
greater than 4 pct dollar error rate by fiscal year 1982:

State R '....................................... 50 60 70 69.0
State S ....................................... 69 76 83 82.3
State T ....................................... 50 60 70 68.0
State U ...................................... 69 76 83 81.6
State V ....................................... 50 60 70 67.0
State W, ....................................... 69 76 83 80.9
State X '--................................. 50 60 70 66.0
State Y ....................................... 69 76 83 80.2
State Z 0 ....................................... so 60 70 65.0
6tata AA s ...................................... 69 76 83 79.5

Dollar error rate of 4.5 pc.
5 Dollar erro rate of 5.5. pct.
a Dollar error rate of 6.5 pct
4 Dollar error rate of 7.5 pct.a Dollar error rate over 8 pc 1.



ATTACHMENT 2

BAKER-BELLMON-RIBICOFF-DANFORTH WELFARE PROPOSAL (S. 2777)-PROJECTED STATE AFDC COSTS AND SAVINGS-FISCAL YEAR 1982

1982 19821982 State share 1982 State share1976 1976 1978 estimated using 1978 1982 adjusted using 1982 Statetotal cost State share Federal total cost Federal Federal Federal adjusted savingsState (millions) (millions) (percent) (millions) t (percent) (percent) (percent) 2 (percent) (millions) 2

Alabama ---------------------------------------------- 61.9 14.9 72.58 92.1 25.3 90.00 88. 84 10.3 15.0Alaska ------------------------------------------------ 13.5 6.7 50.00 20.1 10.0 80.00 75.00 5.0 5.0 0Arizona ------------------------------------------------ 34.0 15.1 60.81 50.5 19.8 90.00 86.11 7.0 12.8 tOArkansas ----------------------------------------------- 50.2 12.7 72.06 74.7 21.4 90.00 87.61 9.3 12.1 0California --------------------------------------------- 1,424.7 712.4 50.00 2, 118.4 1,059.2 80.00 80.00 423.7 635.5
Conorao ...........----------------------------------- 3.2 37.7 53.71 123.8 57.3 85.94 85.94 17.4 39.9
Connecticut .............. ......................------ 131.8 65.9 50.00 195.9 97.9 80.00 7& 00 43.1 54.8
Delaware ----------------------------.---------------- 23.6 11.8 50.00 35.1 17.5 80.00 76.00 8.4 9.1District of Columbia ------------------------ ------------ 91.1 45.9 50.00 136.7 68.3 80.00 75.00 34.2 34.1Florida ------------------------------------------- 120.4 52.1 56.55 179.0 77.8 87.77 87.77 21.9 55.9Hawaii ------------------------------------------- 122.7 32.6 65.82 182.5 62.4 86.78 86.78 24.1 383H~i 64.6 32.3 50.00 96.1 48.0 80.00 76.00 23.1 24.9Idaho ................... -- ! --------------------- 19.8 6.3 63.58 29.4 10.7 90.00 90.00 2.9 7.8
Illinois ------------------------------------------------- 720.1l 360.1 50. 00 1, 070. 7 W3 . 3 80. 00 75. 00 267. 6 267. 6
Ind ia na . . . .................. ... .. .. .. .. ... ... ...... ...- 115.6 4 9.2 5 7.86 171.9 72.4 90.00 90. 00 17.2 55.2Iowa ---------------------------------------------------. 98.8 42.3 51.96 146.9 70.6 83.14 79.93 29.5 41.1Kansas ------------------------------------------------- 67.6 31.1 52.35 100.5 47.9 83.76 80.62 19.5 28. 4Kentucky -----------..----------------------------...... 132.7 38.0 69.71 197.3 59.8 90.00 88.65 22.4 37.4
Louisian ----------------------------------------------- 9. 4 27. 2 70. 45 146. 3 43. 2 90.0O0 88. 04 17. 5 25. 7
Maine -------------------------------------------- 46.7 13.7 69.74 69.4 21.0 90.00 87.30 8.8 12.2Maryland .................... -------------------- 154.4 77.2 50.00 229.6 114.8 80.00 75.00 57.4 57.4I1113 husetts ------------------------------------------ 415.1 207.6 51.62 617.2 298.6 82.59 77.43 139.3 159.3Michigan ----------------------------------------------- 746.7 373.4 50.00 1,110.2 555.1 80.00 76.00 266.4 288.7
Minnesot --------------------------------------------- 156.1 67.4 55.26 232.1 103.8 88. 42 86.21 32.0 71.8
Mississippi --------------------------------------........ 32. 0 5 5 78. 09 47. 6 10. 4 90. 001 88. 81 5. 3 51
Missouri ------------------------------------------------ 140.0 54.2 60.66 208 2 81.9 90.00 87.07 26.9 55.0
Monana ----------------------------------------------- 12.8 4.7 61.10 19.0 7.4 90.00 85.19 2.8 4.6

b 1b &) 0,



W,

N .......................................a.... 28.8 12.8 53.46 42.8 19.9 85.54 85.54 6.2 117
Ne ............................................. 10.3 5.2 50.00 15.3 7.6 80.00 80.00 3.1 4.5

HmNewlmpshire ............................ - 23.7 9.4 62.85 35.0 13.0 90.00 88.19 4.1 8.9
SNew Jersey ------------------------------------------- 426.8 213.4 50.00 634.5 317.2 80.00 76.00 152,3 164.9

03Now 11 . ........................................... 32-1 8.6 71.84 47.8 13.5 90.00 90.00 4.8 9.8
SNew York --------------------------------------------- 1,563.2 781.6 60.00 2,324.4 1,162.1 80.00 75.00 531.1 581.0

* cmnro-ina..-------------------------------------- 123.9 39.6 67.81 184.2 59.3 90.00 88. 52 2.1 38.2
---Nrh kota.--------------------------------------- 13.1 5.6 50.71 19.5 9.6 80.00 81.14 3.7 5.9

O-...... ..------------------------------------------ 446.3 203.6 55.46 663.6 295.6 90.00 84.30 104.2 12.4
Okl~deta --------------------------------------------- 65.5 21.3 65.42 97.4 33.7 81.14 90.00 9. 7 24.0

113.5 46.5 57.29 168.8 72.1 874 87.82 20.6 51.5
.... ---- ..--------------------------------------- 650.9 290.4 55.11 967.8 434.4 90.00 83.77 157.1 277.3
I.sand --------------------------------------- 51.3 22.3 57.00 76.3 32.8 90.00 87.80 9.3 23.5

SeaCarlina --------.------------------------------- 46.4 10.7 71.93 69.0 19.4 88.18 3.19 8.1 113
SoWh Dakota ----------------------------------------- 20.1 6.6 63.80 29.8 10.8 90.00 90.00 3.0 7.8
TenM ----------------------------------------- 85.8 23.0 68. 8 127.6 39.7 90.00 88. 59 14.6 25.1
Texas ----------------------------------------------- 137.7 39.5 60.66 204.8 80.6 90.00 88.04 24.5 56 1
Utah ------------------------------------------------- 35.2 10.6 68.98 52.4 16.3 90.00 90.00 5.2 11.1
Vm. ---------------------------------------------- 26.5 8.0 68.02 39.4 12.6 90.00 87.80 4.8 7.8
Virginia ----------------------------------------------- 138.7 57.8 57.01 206.2 88.6 90.00 36.70 27.4 6L 2Walvington- - .. ..-------------------------------.. . 160.5 74.3 51.64 238.7 115.4 82.62 30.55 46.4 .0es Virgini a--------------------------------------- 52.5 14.8 70.16 78.1 23.3 90.00 90.00 7.8 15.5cens.. ----------------------------------------- 210.9 84.5 S8.53 313.6 130.0 90.00 90.00 31.4 9.6Wyomg..------------------------------------------ 4.9 1.9 53.44 7.3 3.4 85.50 a.89 L.2 2.2am, ------------------------------------------------- .i .8 50.00 2. 2 1.1 80.00 77.00 .5 .6 toPOO.Rio ------------------------------------------- 242 12.1 50.00 36.0 180 80.00 7600 &8 94Virgi lands ---------------------------------------- 1.8 .9 50.00 2.6 1.3 8 000 77.00 .6 .7

TOat -------------------------------------------- 9,675.0 3,589.0 -------------- 14,390.0 6,629.0 --------------------------- 2,804 3,125.0

E Estimates of total AFDC cost In 1982 are equiva: nt to 1976 costs adjusted to approximately 150 percent. The adjustment is intended to take into account caseload and benefit level growth from 1976
to 1982--boh normal growth and the results of S. 2777 changes in AFDC. The nationaltotal reflects the cost of S. 2777 as reported in the CBO analysis of March 17, 1978. It has not been possible to reflect
possIble variation among States in the impact of particular design features, such as the earned-income disregard and the unemployed parent component (Beaue of the job-guerltee for unmploy
"aMets It is feltthat the impact on AFDC costs will be small.) Staff work is continuing with CO to determine what, if any, variations will occur among States.

S Fiscal yea; 1982 matching percentages assume: (1) All States will relieve local governments of funding and administrative responsibilities; and (2) that States whose 1977 amcontl pmeent er
rate was 6 percent or less will meet the 4 percent goal by 1982 and thus suffer no loss of Federal match, while States whcse 1977 error rates were over 6 percent will move halfwy tolpercent by 1962.

S State saving isthe difference between State share using the present(1978) Federal percentage and State share using the improved S. 2777 Federal percentage. These estimates do not include estimates
of 100 percent State costs for the relatively small proportion of total costs which exceed 100 percent of the poverty line.



ATTACIIMENT 3

BAKER-BELLMON-RIBICOFF-DANFORTH WELFARE PROPOSAL (S. 2777)-ESTIMATED 1982 MAXI MUM POTENTIAL ANNUAL BENEFITS UNDER ALTERNATIVE ASSU?4PTIONS, SINGLE-PARENT FAMILIES

OF FOUR

Fiscal year 1982 benefits--assuming 15 percent increase in Fiscal year 1982 benefits-assuming 25 percent Increase in
AFDC benefits over 1977 AFDC benefits over 1977

AFDC Total potential benefits Total potential benefits
maximum

July 1977 (or 1974-77 AFDC Percent AFDC Percent

later in 1977) changes'l maximum Food stamps Dollars poverty maximum Food stamps Dollars poverty 7

Alabama --------------------------------
AIkU I ---------------------------------

Arkansas --------------------------------
California ' ------------------------------
Colorado I -------------------------------
Connecticut ----- _----------------------

(Plurality of cans) -------------------
Deware-------------------
District of Columbia-----------------
Florida ----------------------------------
Georgia ---------------------------------
Hawaii ..........-------------------------
Idaho -----------------------------------
ainola------------------------------

Indiama . . . . . ..--------------------------
Iowa-------------------------------

(Plurality of cases) ------------------
Kentucky --------------------------------
Luisiana ---------------------------
Mnai---e' --------------------------
Maryland----------------------------
Masud ----------------------------

kwane County) -------------------

m o no u --------------------------------...

1,776 +19.0
4,800 0
2,376 +7.6
2, 268 +51.2
5,076 +36.0
3,570 +10.6
5, 352 +34.3(4,608)......
3,444 +4.7'
3,768 +12.5
2,292 +26.4
1,692 -12.0
6,396 +33.5
4.128 +15.4
3,804 +10.0
3,300 +10.0
4,428 +24.6
4,368 +9.6

(3,672) .............
2,820 +37.4
1,968 +34.4
3,768 +86.9
3,048 +12.3
4.620 +7.5
5,856 +22.0

(5, 436) --------------
4,848 +9.1

p,,

2,0425, 520
2, 732
2,608
5, 837
4,106
6,155

(5,299)
3,961
4,333
2,636
1,946
7,355
4 747
4,375
3, 795
5, 092
5, 023

(4,223)
3,243
2,263
4,333
3,505
5,313
6,734

(6,251)
5, 575

2,3282, 256
2,121
2,158
1, 189
1,709
1,094(1,351)
1,752
1,641
2,150
2, 357
1, 563
1,516
1,628
1, 802
1,413
1, 434

(1, 674)
1968
2,262
1, 641
1,889
1,347

920
(1,065)

1,268

4, 3707, 776
4,853
4,766
7, 026
5,815
7,249

(6, 650)5, 713
5, 974
4,786
4,303
8,918
6,263
6,003
5, 597
6,5056,457

(5,897)
5,211
4, 525
5, 974
5,394
6,660
6,654

(7, 316)
6, 843

5781
63
63
92
76
95

(87)
75
78
62
56

101
82
78
73
85
84

(77)
68
59
78
70
87

99.8
95
89

2,2206,000
2,970
2,835
6,345
4,463
6,690

(5, 760)
4, 305
4 710
2,865
2, 115
7, 995
5,160
4, 755
4,125
5,535
5,460

(4,590)
3,525
2,460
4.710
3,810
5,775
7,320

(6,795)
6, 060

2,2742,112
2,049
2,0901,037
1,602

933
(1,212)
1 649
1,527
2, 081
2,306
1, 371
1, 392
1,514
1, 703
1, 280
1,302

(1,563)
1,883
2,202
1,527
1 797
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I Chart assumes that the U.S. nonfarm poverty guideline for a family of 4 in 1982 will be $7,667, except Alaska $9,584 and Hawaii $8,817.
2 AFOC benefit values between winter and summer.
* 1977 AFDC benefit is as of September 1977.
* 1977 AFDC benefit is as of October 1977.
A Msissippi maximum did not change 1973-77, but will rise to $1,212 In July 1978, an increase of 68 pct.
6 For all 51 jurisdictions the average increase was 17 pct; for the 42 which actually had increases; the average rise was 21 pct.
7 Those Statts which do nct reach 60 pct of poverty with a 25 pct increase (Alabama, Georgia, Mississippi, South Carolina, Tennessee, Texas) would have to increase to at least 60 pct of poverty.

ot.-Chart assumes that tood[stamps deductions total $125 per month ($70 standard deduction plus estimated $55 average child care and/or excess shelter). Food stamps allotment for family of 4in 1982 Is assumed to be $2,490, except Alaska $3,462 and Hawaii $3,319. If two AFDC maximums are shown for a State, the first is the maximum for the highest county or region, the second is the maximum
for the plurality of AFOC families in the State.
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ATTAclIMENT 4--SECTION-Y-SECTIoN DESCRIPTION

JOB OPPORTUNITIES AND FAMILY SECURITY ACr OF 1918

Section .- The title of the proposed legislation-"Job Opportunities and Fam-
ily Security Act of 1978"-refiects the two major thrusts of the bll: (1) to pro-
vide increased job opportunities, especially in the private sector, for employable
recipients of public assistance; and (2) to improve programs which provide
support to those citizens who cannot work and those who can and do work but
who earn too little to meet their basic needs and those of their families in today's
economy.

Title I-Family SecuritV Program.-Passage of this bill would begin the proc-
ess of making much needed changes of terminology in the public welfare field.
Both the current Aid to Families With Dependent Children Program and the
Work Incentive Program would become components of a renamed program to
be known as The "Family Security Program".
Section 101- Ad to dependent children of unemployed parents

This section eliminates the option states now have to exclude from coverage
in their AFDC programs two-parent families in which at least one of the parents
is employable. 27 states and the District of Columbia currently provide support
to such families while the remaining states do not.

In addition, section 101 repeals section 407 of the Social Security Act, thereby
eliminating the so-called "work force connection" requirement under which a
two-iprent family is excluded from assistance unless the father has been in the
work force during six of the preceding 13 calendar quarters.

Section 101 replaces the "100-hour rule" established by HEW regulations.
Those regulations define "unemployment" as work for less than 100 hours in any
given month. This provision creates a distinct work discentive by causing abrupt
termination of assistance to two-parent families whenever the 100-hour line Is
crossed. Section 101 provides a new definition of unemployment based on earn-
ings. Specifically, a family will be eligible for assistance if its income from
earnings, averaged over a period of two successive months, does not exceed the
equivalent of 30 hours per week (130 hours per month) times the Federal mini-
mum wage. When the maximum cash assistance grant under the state program
would be lower than the minimum wage equivalent just described, the lower
figure will apply.

Section 101 adds to law a requirement that AFDC recipients who are eligible
for Public Service E mployment under the Comprehensive Employment and Train-
ing Act (CETA) register for and accept such employment.

The provisions of section 101 would take effect October 1, 1980.
Section 102-Variations in nccd standards within States

This section allows states to establish up to three different payment standards
for AFDC cash assistance, based on differences in living costs among regions of
the state. None of these variations would fall below the minimum benefit amounts
as defined in section 110. This section would become effective October 1, 1978.
actionn 103-Assistance unit defined; earned income disregard

This section revises the definition of AI1)(3 "assistance unit" to make clear
that individuals receiving SSI benefits may not be included, and also to exclude
persons absent from the home for more than 90 days, unless it can be established
that the absence was for the purpose of seeking employment.

Section 103 also revises the allowable work expense deductions and earned in-
conie disregards for AFDC recipients who work. Under the new provisions, the
first. $WA) per month of earnings, plus documented work expenses exceeding $60
per month up to an additional $60, plus one-third of earnings above that amount,
plus an allowance for child care where necessary shall be deducted from income
lefore offsetting earnings against the AFDC grant. The amounts to be deducted
for child care are limited to $100 per month per child and $300 per family, and
maV not exceed 50 percent of the recipient's earnings. The two $80 limitations
will be increased to $6& in fiscal year 19M3 and $70 in fiscal year 1985 to take ac-
count of rising costs. Likewise, the $100/$300 child care limitations will increase
to $110/$,30 in fiscal year 1983 and $120/$300 in fiscal year 1985.

Finally, section 10.3 would preclude disregard of earned income for any family
member who fails to make a timely report to the state agency on earnings re-
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ceived. A similar provision is included in H.& 7200 as reported by the Senate
Finance Committee. However, the H.U& 7200 would preclude disregard of the
earnings of all family members--not just the Income of the person for whom
no report, or an inaccurate report, was made to the state agency.

Section 103 would become effective October 1,1978.

Section 104-Determlnation of benefit. in certain case, where child lives with
indvidua not legally respomoible for his support

This section permits states to make pro-rata reductions in AFDO grants to take
into account the presence in the household of Individuals who are not eligible
for assistance and who have other means of support. This provision is included
in the Senate Finance version of H.R. 7200. It would take effect October 1, 1978.

Section 105-Additional Federa funding for certain mechanized claims process-
ing and information retrieval systems

This section adds to the AFDO program provisions similar to ones already in
Title XIX for the Medicaid program (section 1903 (a) (3)), providing financial
incentives and technical support to the states for installation of modern com-
puterized claims processing and management information systems. States which
submit plans approved by HEW for development and operation of such systems
will receive 90 percent Federal matching funds for the initial development costs
and 75 percent for system operations.

This section is similar to provisions in the Senate Finance Committee's version
of H.R. 7200.

Section 105 would become effective October 1,1978.

Section 106-Miscelloneous State plan requirements
This section makes a conforming change (repeal of section 402 (a) (23)) and

adds a requirement that members of AFDO assistance units apply for any pri-
vate or public retirement, disability, unemployment compensation and similar
benefits to which they may be entitled.

This section will become effective October 1, 1978.

Section 107-Federal payments to States; maximum State payments subject to
Federal matching

This section establishes a ceiling for Federal matching of state-local welfare
costs. States would receive Federal matching as described below for AFDC bene-
fits which, when combined with the value of food stamps, would prvlde a family
(with no other income) total support equal to 100 percent of the Federal non-farm
poverty line, as established by the Office of Management and Budget. States would
be free to pay benefits which would exceed the poverty line (when combined with
food stamps), but would themselves be required to pay 100 percent of the costs
of going above the poverty line. The maximum benefit for Federal matching, as
well as the minimum benefit provided for by section 109, would rise in future
years in proportion to the cost of living.

This section also shifts from state and local governments to the Federal Gov-
ernment a substantial part of the current state local/share of AFDC costs. The
iiicreased Federal matching will be phased In over a period of three years be-
ginning in fiscal year 1980. The percentage increase each state receives each
year will be determined as follows:

Fiscal year 1980.-States which under current law (prior to these amend-
ments) would have been entitled to receive 60 percent Federal AFDC matching
funds or less under the alternative Medicaid formula will, in fiscal year 1980.
receive 10 percent higher Federal match than the Medicaid formula would have
entitled them to receive. States which would otherwise be entitled to receive
Federal matching funds at higher than a 60 percent rate in fiscal year 1980 will
receive Federal funds at the percentage to which the Medicaid formula would
have provided, plus one-third of the difference between that state's Federal
matching percentage under the Medicaid formula and 90 percent.

Fiscal year 1981.-AUl states will receive another increase In the Federal AFDC
matching funds percentage identical to the one received in fiscal year 1980.

Fiscat year 198.-Those states which meet the two conditions described below
will receive a third increase in the Federal matching percentage equal to the
increases provided in fiscal 1980 and fiscal 1981. Those states receiving the full
increment in fiscal year 1982 would those receive Federal matching funds at no
less than 80 percent and no more than 90 percent in fiscal year 1982. Under the
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*provisions of section 107, states which failed to meet either of the following con-
ditions would receive reduced Federal matching funds as indicated:

(1) Etate Funding and Adminitration.-Any state which, by fiscal year 1982,
still required local governments to either provide funding for, or administer the
AFDC program, will not receive the increased Federal matching scheduled for
fiscal year 1982. i

(2) Quality Control.-Any state, which in the first half of fiscal year 1981,
had a dollar error rate in excess of four percent (from payments to ineligibles,
overpayment, underpayments), as determined by the Federal-State quality control
program, would receive in fiscal year 1982 a reduction In Federal funding as fol-
lows: If a dollar error rate of less than five percent but more than four percent
were achieved, the Federal matching rate would be reduced by ten percent of the
last full increment of increased Federal match to which the state was entitled.-.
For each rise of one percent in its dollar error rate, the state's Federal matching
rate would go down by 10 percent of one of the three increments to which it
would otherwise be entitled, up to a maximum loss of up to 50 percent of that
Increment.

The following table ' shows how these provisions would apply to a range of
states.
Section 108-Dctcrmination of eligibility for, and amount of, AFDC payment

This section authorizes states to base eligibility for, and amount of, AFDC
payments on a one-month retrospective accounting period or a one-month pro-
spective period. It also authorizes, but does not require, states to establish
monthly reporting requirements.

These provisions will become effective on October 1, 1978.

Pction 109-Min im ti bn neflt amount

This section requires that beginning with fiscal year 1981, the combined food
stamp and AFDC benefits provided to eligible families with no other income shall
be not less than 55 percent of the official non-farm poverty level. The minimum
benefit will increase to 60 percent of the non-farm poverty level in fiscal year
1982 and to 65 percent in .1scal year 1985. Based on anticipated increases in living
costs between now and fiscal year 1982, the minimum combined food stamps
AFDC benefit under this provision for a family of four with no other income in
fiscal year 1982 will probably be about $4,600.

Section 109 provides deviations from the poverty line in two situations: (1)
the minimum benefit standard for a single-member AFDC unit shall be one-fourth
of the standard for a family of four: and (2) states will satisfy the minimum
benefit requirements for family units larger than seven members as long as their
combinationss of food stamps and AFDC payments equal at least 60 percent of the
poverty line for a family of seven.

Section 110-Resource limitation
This section would standardize resource limitations affecting AFDC eligibility

by adopting on a national basis the resource limitations used in the Supplemental
Security Income (SS) program. For example, single-member AFDC units would
be ineligible if they bad liquid assets exceeding $1,500 in value. The limit on
liquid assets for a family of two or more would be $2,250, the same as the limit
for a married couple in the SSI program.

Section 110 would take effect at the beginning of fiscal year 1981.

Section 111-Change of title of "Aid to Familics With Dependent Children" to
"Family Security Program"

This section would change all references to the AFDC p ogram throughout the
Social Security Act to "Family Security Program" or "Aid for Family Security"
as appropriate. This change in terminology would take effect at the start of
fiscal year 1981.
Section 11-Implmcntaiton of twork and training rcquircment8

This section mnkes the following changes to the Work Incentive Program:
I I Requires AFDC recipients defined as employable to engage in work search

nctivities. This requirement is also included in the Senate Finance Committee's
version of IH.R. 7200.

1 ReP.Attvicbment 1. p. 019.
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(2) Exempts from WIN participation AFDC recipients who are: (a) working

for not less than 30 hours a week; (b) engaged in a college-level undergraduate
educational program for not less than 80 hours a week; or (c) employed in a
CETA public service job.

(3) Clarifies the treatment, for purposes of the AFDC income disregard, ofwages and training stipends paid under the WIN program. Public service em-ployment and on-the-job training stipends are to be treated as earned income,
while work experience and classroom training stipends will not.

(4) Revises the authority of the Secretary of Labor to issue regulations for
certain aspects of the WIN program by requiring that all such regulations be
jointly isued by the Secretaries of HEW and Labor.

(5) Eliminates the requirement for 60-day counselling before terminatingassistance to an AFDC recipient who refuses a job offer or participation in WIN
activities.

(6) Authorizes social and supportive services during work search and after
employment is accepted.

(7) Authorizes counting of in-kind state and local contributions toward
required 10 percent state-local share of WIN funding.

(8) Exempts from the Fair Labor Standards Act work experience assignments
of up to 26 weeks under the WIN program.

Section 121 will take effect October 1, 1978.
Sect ion 122-Placemen t of responsibility for WIN programs with States

This section makes a number of changes to Part C, Title IV of the Social Se-curity Act to make clear that the primary responsibility for operating the WIN
program rests with the states. The Secretaries of Labor and HEW are to issuejoint regulations for the WIN program, and the Secretary of Labor is to handle
Federal-level administrative functions and oversight.

Section 122 also enables Governors to determine what agency will serve as the
WIN agency for their states.

Section 122 will take effect October 1, 1978.
Section 123-Limitations on amount of annual authorization for programs;

quarterly payments to States; allotments to States
This section provides for WIN funding of $565,000,000 annually (as compared

to $365,000,000 appropriated for FY 1978) and makes WIN an appropriated en-titlement program as opposed to merely authorizing appropriations under current
law. This will assure that the full $565,000,000 is actually made available to the
states. The procedures for allocating WIN funds among the states are also
clarified,

Section 123 will take effect October 1, 1978.
Section 181-Federal payments for adoption assistance and foster care

This section adds a new Part E to Title IV of the Social Security Act, providing
revised authority for Federal funding of state foster care programs, and a new
program of Federal support for subsidized adoptions.

This section includes much of the bill language developed by the Senate
Finance Committee and included in HR. 7200 as reported by the Committee
(now awaiting Senate Floor action). The states will be able to receive Federal
matching for adoption subsidies paid to adoptive parents of hard-to-place chill-

-dren, provided the adoptive parents have incomes under 115 percent of the state
median for a family of four. (In special circumstances, states may pay subsidies
to higher inceme families): The adoption subsidy may not exceed the amounts
which could have been payable if the child were in a foster care home. A child
with a medical disability existing at the time of adoption will continue to have
Medicaid coverage for treatment of that condition, even though the adoptive
family is ineligible for Medicmid. States will also have the option to extend full
Medicaid coverage to such children.

The subsidized adoption program will become effective October 1, 1978, and
will terminate September 30, 1982, unless extended by Congress.

Section 131 will also enable states 1o utilize Federal funding for the first time
for foster care provided by public institutions serving no more than 25 resident
children. This funding will only be available for children placed in such institu-
tions after the effective date of the Act.
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Section fOl-Amendment to title VI of the Comprehenuive Bmployment and
ral Mieg Act of 1978

This section extends Title VI of OETA for five years, and provides that no less
than 875,000 subsidized public service jobs shall be provided under it each year.
Section 2Of-Bmplojment of long-term tmemployment and certain reolpients of

aid to familes with dependent children
This section targets CETA Title VI Public Service Jobs, as follows:

First priority: a guaranteed job for oune adult in any AFDO-Unemployed
Parent household who has searched unseemfully for a regular job for
90 days.

Remaining jobs: 50 percent to other AFDC recipients; 50 percent to other
persons unemployed for 26 weeks or more, whether or not receiving unem-
ployment compensation.

Section 211-Pritvate Sector Voucher Program for Jobs
This section adds a new Title IX to the Comprehensive Employment and Train-

ing Act, providing for a job voucher program to encourage employment in the
private sector of AFDC recipients, persons unemployed for more than 26 weeks,
unemployed youth (all of whom have searched for work for at least 90 days)
and persons terminated from CETA public service jobs (who have searched for
work for at least 30 days).

The vouchers will provide a subsidy of $1 an hour for 1 year to for-profit and
non-profit private organizations who employ persons who qualify for the vouch-
ers. Eligibility will be certified by a state agency designated by the Governor.
Vouchers will be redeemed through the banking system by the Treasury
Department.

Employers will be precluded from using voucher-eligibleemployees to replace
or reduce the hours of other employee. Employers will be required to pay pre-
valUng wages, and will be required to choose between participation in the
voucher program and claiming the job creation credit (seesection 302).

Section 211 will become effective on October 1, 1978.
Section 301-Earned income credit

This section enlarges the refundable Earned Income Credit now provided for
in section 43 of the Internal Revenue Code, and authorizes distribution of the
credit, as earned, through a "reverse withholding" process. The credit will-con-
tinue to be available only to families with dependent children. The maximum
credit would be increased from 10 percent of the first $4000 of earnings, to 15
percent of earnings up to the poverty line. The credit will vary by family size, up
to a maximum of seven family members. For a family of four, the maximum
credit will be approximately $975 in 1979, the first year in which the revised
credit will be In effect (based on poverty line of approximately $6,500).

Once the credit reaches its maximum, it phases out-as income rises at a rate
of 20 percent of earnings. This would result In the credit phasing out for a fam-
ily of four at slightly over $11,000 in 1979, using the above assumptions about the
poverty line.

Section 301 provides for special withholding certifications to be filed and peri-
odically updated by employees. It also requires employees to report to their em-
ployers promptly any changes in earnings or other circumstances which could
make them ineligible for the credit or reduce its size. Employers will off-set the
credits distributed to employees against Federal income taxes withheld for em-
ployees. In order to provide stronger incentives for searching for and taking regu-
lar jobs, the credit will not be available for subsidized public service jobs under
either CETA or WIN.
Section 802--Job creation credit

This section would revise the existing temporary jobs credit and make it
permanent. The credit would be targeted on the same groups who are eligible
for job vouchers under section 211. The credit, like the vouchers, would be for
one dollar an hour for one year for each eligible employee. Employers could not
receive the tax credit if they participated in the Job Voucher Program.

The credit would be available only after employers increased their employment
by more than 2 percent over the prior year's average. To keep employers from
having an Incentive to hire part-time rather than full-time workers, the em-
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players would be entitled to the credit only If hours worked exceeded the prior
year's by more than 5 percent.

The credit would not be refundable; but it would be an off-set against any tax
liability the employer owed, up to a maximum of $100,000 per year.

The revised credit would become effective on January 1, 1979.
Section 303-Recoupment of excess welfare and food stamp payments

This section provides for recoupmeut through the Federal income tax system
of amounts paid In AFDC and food stamp benefits to taxpayers who, on an annual
basis, have incomes above the point where they would normally be entitled to
public benefits. To illustrate: The way the program would work can be seen in
the example of a head of a family of four who worked for part of a year during
which he received $11,000 In earnings. HIe was unemployed for the balance of
the year during which he received food stamps and/or AFDC worth $1,000. Under
this section, he would owe the Treasury $240 over and above any positive tax lia-
bility he may have.

The premise behind this section is that people who work Intermittently, at
relatively high salaries, should not be put in better positions because of the AFDC
and food stamp programs than a family with steady employment but similar over-
all income.

Section 303 would become effective January 1, 1979.
Section 401-Cash assistance in lieu of food stamps for Supplemental Security

Income recipients
This section authorizes states to elect to have the Federal Government cash-out

food stamps for recipients of Supplemental Security Income (81). In those
states which elect cash-out, SSI recipients will receive benefit checks Increased
by the average value of food stamps received by all SSI recipients in that state.

Section 401 will become effective October 1, 1978.
Section 402-Reduction in age limit for S5I

This section would lower the age limit for eligibility for Supplemental Security
Income (SSI) on the basis of age from 65 to 64 in 1980, 63 in 1981, and 62 in 1982
and thereafter. Benefits for the elderly under SSI would then have the same age
limits as retirement eligibility under Social Security. Persons newly eligible for
SSI on the basis of age would be required to meet the same income and resource
limitations as other SSI recipients. States would have an option on whether to
provide Medicaid coverage for the newly-eligible SSI recipients.

Section 501-Demonstration projects
This section authorizes demonstration projects involving cash-out of food

stamps for public assistance and non-public assistance households.
Section. 502-Repeal of section 410 of Social Security Act

Thig section repeals an out-of-date provision relating to the food stamp pro-
gram.
Section 601-Assistance to meet emergency need,

This section establishes a Federal block grant program of $150 million per year
to assist states In responding to temporary, emergency needs of vulnerable people.
The money will be divided in proportion to the AFDC population.

The states will have wide latitude in use of the funds. This program would
replace the existing much smaller ($35 million per year Federal costs; $35 million
state/local), and more restrictive emergency assistance program.

The Secretary of HEW would be required to hold back up to 10 percent of the
funds and use them to respond to special needs as they arose.
Section 701-Demonstration projects

This section directs HEW to work with USDA, Labor, HUD and states and
localities in running demonstration projects to evaluate the feasibility of consoli-
dated public assistance centers, and of various approaches to making more funda-
mental changes in the public welfare system. The welfare reform concepts which
could be tested under this authority Include a Federally-operated, consolidated
program approach of the type reflected in the Carter welfare proposals, and an
approach under which states would be freed from Federal regulations entirely
in the design and operation of their welfare programs.
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Section 702-Review of act
This section requires HEW in cooperation with Labor, Agriculture, and Treas-

ury to conduct a thorough review of the effects of this act and report to the Con-
gress in the fourth year after the bill is enacted, including recommendations for
legislative changes.
Section 703-National Commiaion on Public Assistance

This section creates a National Commission on Public Assistance, directed to
study current welfare programs, including the modifications made by this bill, and
to submit recommendations for further improving these programs (or replacing
them with new programs) to the President and the Congress within three years.
The Commission would consist of 11 members, with seven appointed by the Presi-
dent and two each by the Speaker of the House and President Pro Tern of the
Senate. At least two of the members would be senior officials of state and local
governments. The membership would also include recipients and potential recipi-
ents of public assistance, as well as experts in program design and operation.
Scotion 704-Uniform definitions

This section requires the Secretary of IIEW to work with other cabinet depart-
ments In developing uniform definitions of household units and other -concepts
used in needs tested programs. Appropriate legislative recommendations will be
submitted to the Congress as one of the results of this work.

ATTACHMENT 5

PROJECTED 10-YEAR FEDERAL AND STATE COSTS (FISCAL YEAR 1979-8) FOOD STAMPS AND AFDC

lin billions of cfollarsi

Fiscal year Fiscal year
1979-83 costs 1983-88 costs 10-year costs

A. Continuation of current policy:
Food Stamps ------------------------------------------ ' 31.5 234.9 70.9
AFDC ------------------------------------------------- 3 52.6 '15.8 118.4

Total -------------.-------------------------------- 84.1 105.2 189.3

B. Effects of S. 2777 ':
Food stamps ------------------------------------------- 30.6 35.2 65.8

-AFDC ---------------------------------------------- 1.2 46.2 97.4

Total ----------------------------------------------- 81.8 81.4 163.2

Savings under S. 2777 -----------------.---------------------- 2.3 23.8 26.1

1 CBO estimates.
I Federal costs estimated by CBO; adjusted to add projected State/ccal costs.
' Staff estimates, based on Z5 pct growth over fiscal year 1979-83 period.
4 Assumptions: (1) AFDC costs under S. 2777 would rise by about 10 pct over current policy before taking into account

employment programs under S. 2777. (2) S. 2777 would provide permanent jobs for 200,000 more AFDC recipients per
year between fiscal year 1979 and 1983 than would current policy; from fiscal year 1983-88 it would produce an extra
100,000 jobs per year for AFDC recipients. Half of the people receiving jobs would leave AFDC entirely and the cther half
would have a 50 pct reduction in their families' AFDC grants. (3) Food stamp benefits for AFDC recipients taking jobs
under S. 2777 would be reduced by one-third below the benefit otherwise provided.

WELFARE REFORM PROPOSALS IN THE 95TH CONGRESS

(By James R. Storey)'

THE NEED FOR WELFARE REFORM

Programs that supplement income based on financial need account for $40.5
billion in the fiscal 1979 federal budget under current law-$12.6 billion in general
cash aid; $9.4 billion in food subsidies; $4.4 billion in housing subsidies; $1.0
billion In student aid; and $12.2 billion in payments to physicians and hospitals
for medical care. These programs, which are legislated by five House and four
Senate Committees, have been the repeated target of reform. President Johnson

I Senior Research Associate, The Urban Institute. This paper was presented before the
Conference on Federal Affairs of the Tax Foundation. April 17, 1978. The views expressed
are solely those of the author and do not represent the views of the Urban Institute or its
sponsors.
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launched a major welfare reform study by a Commision, President Nixon twice
proposed reform bills that met with partial succes, HEW Secretary Weinberger
unsuccessfully urged an even broader reform proposal on the Ford White House,
and now President Carter has delivered on a major campaign promise by propos-
ing his Better Jobs and Income Plan.

While progress has been made both legislatively and administratively in the
welfare area in the 10 years since President Johnson appointed his Commission
on Income Maintenance Programs, structural reform of these programs has
persisted near the top of the legislative agenda. There are many reasons why calls
for major reforms continue :

First, there is a continuing poverty problem. In 1976, about one out of twelve
Americans had income below the poverty level, even counting federal food
as distance as income. The dollar value of this income gap amounted to $9.8 billion.
These 18 billion poor people are a much smaller group than the 39 million of two
decades ago, but the sluggishness of the economy in the 1970's and the lack of
assistance for some low-income people has slowed the reduction of the poverty
population.

Between 1970 and 1976, the size of the poverty population was influenced
by two opposing forces. The severe economic downturn that put millions out of
work, coupled with a rapid price inflation reflected in a swiftly increasing poverty
standard. would have increased substantially the number of poor people. How-
ever, growth in benefit payments and enactment of the new supplemental security
income (SSI) for the indigent aged, blind and disabled largely offset the poten-
tial rise in poverty. Thus, the war declared on poverty in the 1960's has become a
holding action in the 1970's.

About one-fifth of the poor live in households headed by someone who is over
age (5 or disabled. Another one-third are in families headed by an able-bodied,
working-age female. The remaining poverty population lives in households beaded
by able-bodiied, working-age males. About one-third of this latter group worked
year-round, and over half worked at least half the year, but were still poor.
Among able-bodied, working-age poor female heads, about a tenth worked year-
ronid, while nearly 40 percent worked at least some time during the year. Thus,
nany of the poor who can work do work. Moreover, it is reasonable to expect
that, if aggregate demand were higher, work effort would be higher and the
poverty count lower.

But poverty will not go away with full employment, since low wage rates, the
needs of larger families, the ineffectiveness of benefit programs, and individual
infirmities cannot be expected to melt away in the warm light of economic
recovery. In 1969, when the unemployment rate was 3.5 percent, a booming
economy by historical standards, 24 million people were still poor, including
many full-time workers. This fact has led many analysts to conclude that a
program of general income supplementation is needed.

A second reason for reform are the remaining gaps in coverage. Virtually
all poor people are eligible for food stamps, but nearly half are eligible for
nothing more; 46 percent of the poverty population lives In households ineligible
for cash assistance under either AFDC or SSI. Most of those poor but ineligible
live in two-parent households with able-bodied heads. A second group left out
are single individuals and childless couples who are neither aged nor disabled.
A two-parent family with children headed by an able-bodied male may be eligible
for cash assistance under the unemployed father (UF) provisions of AFDC. hut
only in about half the states. And in those states, the program contains a
number of eligibility restrictions which, among other things, preclude a family
from receiving assistance no matter how low the family's income if the father is
working more than 100 hours per month. Since almost half the poor are in families
headed by able-bodied males, the limitations of AFDC--UF coverage deny cash
assistance to a significant proportion of poor families.

A third reason for reform is that benefits are often inadequate and unfair. Not
only are many poor households ineligible for cash assistance, but some who are
eligible receive aid at very low levels. Today. 261 states nay AFI, benefits at
rates less than two-thirdq of the po-erty standard. The wide disparity in benefit
amounts among the states (from $256% monthly for AFDC and food stamps in
1MisRissippi to $560 in New York. to $67.1 in Hawaii) results in greater federal
support for some poor people than for others based snlely on plnco of residence.

Fourth, work efforts are not consistently encouraged. Most welfare programs
attempt to encourage work either through financial work incentives or adminis-
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trative work requirements. However, as currently practiced, both methods have
serious shortcomings. Programs like food stamps, AFDC, and public housing all
provide financial incentives based on the same principle-if a person's earnings
increase by a dollar, program benefits should decline by less than a dollar, thereby
leaving the person better off for having worked. However, a problem arises be-
cause the typical recipient benefits from two or more programs. In such situa-
tions, individual program benefit reductions are at least partially additive and
ean offset almost totally any additional dollars earned, thereby leaving no
monetary incentive for the person to work. For example, although actual rates
vary among states depending on how work expenses are deducted and how pay-
ments are related to need, AFDC alone can reduce benefits by as much as 67 cents
for an added dollar of wages. For the more than two million families receiving
both AFDC and food stamps, this reduction rate can be as high as 77 percent,
or 85 percent for the roughly 300,000 of these families who also have their rents
publicly subsidized. While the rates are not this high for everyone, rates ap-
proaching these upper limits can apply to discourage work. In some instances
where eligibility is denied to persons who work full-time (e.g., in the AFDC-UF
program), additional earnings can leave a family worse off financially.

A major difficulty with present work requirements is administrative. In a
labor market with high unemployment rates, it is hard for an administrator
to determine if a person has made a good faith effort to find a job. There is no
easy way to distinguish lazy recipients from those who honestly cannot find
work. Also, work requirements are ineffective In dealing with reductions in work
effort when the reductions are in overtime work, second jobs, or secondary
workers' jobs.

Finally, gaps in coverage and disparities in benefit amounts make a travesty
of self-help efforts, since people on welfare in high-payment states often have
total incomes greater than comparable families with heads working full-time.
For instance, a four-person family in Oregon can receive $549 a month tax free
from AFDC and food stamps, $90 more than a person not on welfare would
gross in a full-time job at the minimum wage.

Administrative weakness.-Current programs have gained a reputation as
error-ridden and prone to fraudulent manipulation, a situation that is improving
to some extent. In 1974, HEW audits found that 44 percent of all AFDC cases in-
volved some type of benefit or eligibility error. Today, that error rate has been
reduced to 22 percent, and some states have welfare administrations which are
first-rate. Nonetheless, two problems remain. First, some states have been slow
to adopt the best administrative practices. For example, case errors are sub-
stantially reduced by adequate staff education, frequent case reviews, and other
simple procedures. Yet, many states have neglected to institute such improve-
ments. Second, the wide variety of complex aid programs imposed on the states
through federal legislation and regulations makes good management difficult.
Each program requires separate forms and administrative structures, and the
multiple bureaucracies invite confusion and mistakes.

Fiscal burden on state and local government.-In 1979, the combined expenses
of AFDC, 81, food stamps, medicaid and other welfare programs will cost state
and local treasuries about $18 billion. This burden falls heavily on states with
large welfare costs and fiscal difficulties, and on counties and cities as well in a
few states, particularly New York. State and local organizations have increas-
ingly advocated a greater federal assumption of progrm costs. There is also a
general awareness of the national nature of the poverty problem and the in-
ability of state and local governments to adjust their fixed budgets quickly to
sharp changes in costs prompted by such factors as national changes in unem-
ployment, inflation, interregional migration, and local layoffs resulting from
national or trade or energy policies.

Poor instrument for implementation of notional podcy.-As already mentioned,
current assistance programs vary widely in coverage and benefit levels. Admin-
istrative control is vested in a large number of different agencies at all levels of
government, and legislation is subject to the Jurisdiction of numerous committees
in I'oth House and Senate as well as the 50 state legislatures. And the courts are
frequently called upon to correct defects in these laws or the regulations drawn
iip to implement them.

Thi chaotic lack of control leaves the federal government with no system
it can u.e to alter the incomes of poor families in a timely manner in conjunction
with major national policy initiatives. This situation can inhibit the bold action
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that may be required to change energy pricing policy or to revamp transportation
systems.

For example, a tax on gasoline to reduce consumption might be opposed because
it raises transportation costs to prohibitive levels for the poor. Lack of an Inte.
grated assistance system to offset this effect makes consideration of such an
option futile. Another example is the use of tax cuts to stimulate the economy.
To avoid inequitable treatment of people with no tax liability, the 1975 tax cut
was accompanied by special $ 0 payments to social security beneficiaries. How.
ever, a majority of poor people do not benefit from that system, and many social
security beneficiaries are well-to-do. Thus, in the absence of a direct systematic
way to deal with the equity problem, this attempt at equity targeted public
funds inefficiently and precipitated needless administrative intricacies and a
lack of public understanding.

THE ALTERNATIVE APPROACHES TO REFORM

The Better Jobs and Income Plan.--The President's proposal addresses many
of the problems with the current welfare system, providing income support to
the needy in a fairer way with fewer programs, and assuring strong work incen-
tives through financial rewards for work, a strong work requirement, and direct
creation of jobs. The basic federal plan would work as follows:

A new program of public service employment would provide up to 1.4 million
Jobs for poor adults in families with children. HEW and Labor estimate that a
program of this size should provide for one job per family for all low-income
families in which an adult is expected to work to contribute to family support.
This jobs program would replace the work incentive (WIN) program and the
CETA Title VI jobs program.

A simplified, fairer cash assistance program would provide aid to all Americans
with inadequate family income, either as a basic support payment or as a supple-
ment to low earnings. This new program would replace AFDC, 881, and food
stamps with an integrated cash assistance plan that would reduce the great
benefit disparities across the country and among different groups of the poor.

An expanded earned income tax credit would provide additional supplementa-
tion to low-income workers in regular employment. This would be an integral
component of the new system, along with the jobs and the cash assistance
programs.

The three components of the plan working together are intended to provide
both incentives to seek work and financial reward from work. The cash benefit
system serves a nationally uniform "safety net" under all incomes for those who
cannot attain an adequate wage and need such support.

A work requirement would be imposed on all recipients expected to work, with
greatly reduced benefits paid for an initial eight-week period during which job
search is expected. Public service Jobs could be offered to those who cannot find
private employment within five weeks. Refusal to accept a Job without good
cause would result in loss of benefits for the person expected to work. Only if a
private job could not !e found during the waiting period and a public job were
not available would maximum benefits be paid to someone expected to work.
There would be a monetary incentive for individuals to continue to seek perna-
nent jobs even while in special public jobs, as the earned income tax credit
would further increase earnings in regular employment.

In general, federal cash benefits would be reduced by no more than 50 percent
of earnings, providing a substantial financial gain from work. This feature meets
two important obectives-to provide incentives for individuals to seek and take
Jobs, and to improve equity for working people, who would have more total
income than non-workers.

House Subcommittee Action.--The Subcommittee on welfare Reform estab-
lished by the House of Representatives to hold hearings on President Carter's
bill has developed a modified version for consideration by the three permanent

2 A detailed review of the background anti details of the President's welfare reform pro.
go al may te found in James R. Storey. Robert Harris. Frank Levy, Alan Fechter and

Ri1,'ard C. Mlehel. "The Better Jobs and Income PTn: A Guide 'l o President Carter's
Welfare Reform Proposal and Major Issues," Urban Institute Paper 819-3-2, Washington
(January 1979).

* A comparison of the cash assistance provisions of the President's bill and the Sitbcom.
m ittee's revislons may be found In Jam" R. Storey, "Implications of the Tentative Deci.
sons of the House Welfare Reform Subcommittee," Urban Institute Working Paper
819-03-05, Washington (Jan. 23, 1978).
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House committees with jurisdiction. The Subcommittee's bill supports the
President's position that a national system to provide a floor of cash support
and public wages under the incomes of all Americans is preferable to today's
mix of separate programs with widely varying coverage and benefits.

However, the Subcommittee bill would result in an assistance system different
from that proposed by the President in four important respects: (1) state and
local governments would ultimately spend less and the federal government more;
(2) states would have the option for greater control over program design and
more administrative responsibility, with the authority to offer recipients less
work incentive than the original plan required; (3) rules and procedures now
applicable tp aged, blind and disabled recipients under SSI would remain largely
unchanged, complicating the administration of a new system; and (4) wages
in public service jobs would be varied according to wage levels in specific labor
markets rather than set at the federal minimum wage.

Incrcmental VcrUs Vomprehen8ive Rcform.'-At least three other welfare
reform bills may be considered by Congress this year. Two bills have been intro-
duced, one by Chairman Uliman (this bill was defeated in the House Welfare
Reform Subcommittee by a 16-13 vote), and another by Senators Baker, Bellmon,
Riblcoff, Danforth and others. The third proposal is the so-called "triple-track"
proposal supported by the AFL-CIO.

Advocates of these bills, in urging their adoption in lieu of the President's
plan or the Subcommittee bill, use some or all of the following arguments:

Building "incrementally" on existing programs increases the feasibility of
enacting reforms.

"Incremental" changes in existing programs will minimize administrative
problems for government agencies and transitional difficulties for recipients.

"Incremental" changes cost less in federal dollars.
These "incremental versus comprehensive reform" arguments miss the point as

far as changing welfare policy is concerned, since any significant reforms will be
controversial, costly, and impose major administrative upheavals. Rather, these
arguments are mainly camouflage for concerns that present federal and state
agency responsibilities, Committee jurisdictions, and interest group ties might
be realigned under the Carter proposal that consolidates separate programs and
greatly increases federal control. No bill, including Carter's, Is truly compre-
hensive-for example, his bill fails to rationalize the medical and housing amist-
ance programs with the proposed cash assistance and jobs. On the other hand,
any bill that truly deals with the major issues of benefit adequacy, equity, and
work incentives will have to raise some benefits, broaden program coverage, bet-
ter coordinate programs, and modify federal-state relationships. And, of course,
a more grandoise "comprehensive" reform plan could be accomplished in several
smaller "incremental" steps should a slower implementation be desired.

The Ullman bill has the following major provisions:
The sum of a family's AFDC and food stamp benefits in each state would have

to meet a federal minimum standard, but only the food benefits would vary by
family size.

All states would have to cover families headed by unemployed fathers under
AFDO, with federal payments limited to 17 weeks in a year plus periods when
unemployed parents are in WIN or CETA training programs.

Food stamps would be cashed out for SSI recipients.
The amount and coverage of the earned income tax credit would be Increased.
All unemployment compensation, and any AFDC and food stamp benefits that

cause gross income to exceed specified annual totals, would be subject to the
income tax.

The jobs tax credit for employing WIN and vocational rehabilitation referrals
would be increased.

The Baker-Bellmon proposal includes the following key features:
An earnings subsidy of $1/hour would be established for AFDC recipients, the

long-term unemployed, and CETA job holders.
A tax credit would be established for employers who meet criteria for creating

jobs during the year.
CETA public service jobs would be phased down to 375.000 after fiscal 1982,

and the jobs would go first to AFDC-UF families, then to other AFDC heads and
the long-term unemployed.

, A forthcoming Urban Institute Paper by Frank Levy will provide a detailed compari-
son of comprehensive and incremental welfare reform proposals.
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All states would have to operate the AFDC-UF program.
The sum of a family's AV'DC plus food stamp benefits would have to meet a

federal minimum standard.
Increased federal matching for states would be designed to encourage states'

taking over local sharing in welfare costa.
"Excess" welfare benefits would be subject to the income tax.
The earned Income tax credit would be increased.
States could cash out food stamps for SSI recipients, and cash-out demonstra-

tions for AFDC recipients would be authorized as well as demountrations of
alternative welfare systems.

SS1 eligibility due to old age would be revised from a minimum age of 65 down
to age 62.

The "triple-track" proposal, though not yet introduced, would likely be struc-
tured as follows:

Coverage and amounts under the earned Income tax credit would be expanded.
Federal benefit standards would be set for AFDC, with the program restricted

to "unemployables."
Public service jobs programs would be expanded for "employables," plus spe-

cial unemployment benefits would be established for low-income "employables"
who are out of work and dwo not have coverage under the regular unemploy-
ment compensation program (e.g., new entrants or re-entrants to the labor
force).

Elements Common to Different Proposals.-The four reform bills now intro-
duced would all increase net benefit payments for the nation as a whole and
would have several features In common: a federal benefit floor; cash assistance
coverage in all states for intact families with unemployed heads; more use of
cash aid instead of aid in kind; more reliance on the tax system to help the
working poor; greater annual equity In benefit payments; greater efforts to move
welfare recipients on to payrolls; and fiscal relief for state and local govern-
ments. However, there are three key areas where the basic directions the bills
take are different: (1) the President proposed a system with fewer programs,
better coordination of programs, and a great deal of control at the federal level,
characteristics that were weakened by the Subcommittee and largely abandoned
by the other bills; (2) the President. the Subcommittee, and the triple-track
proposal advocate direct job creation, placing on the government the responsi-
bility to make the work requirement function properly, but the other bills would
use direct job creation in much more limited ways. relying principally on tax in-
centives and on-the-job training to augment the smaller direct employment
efforts; and (3) the Carter bill provides more assurance that payment rules
would be structured so that financial work incentives are not eroded.

A COMPARISON OF TILE INTRODUCED BILLS

An appendix to this paper presents, mainly in chart form, a comparison of
main features of the four introduced bills. Using these compqrlsons, I would like
to draw some conclusions about the different effects the bills would have.

Costs (see appendix, exhibit, exhibit 1).-Each bill seeks to assure state and
local governments of several billion dollars in fiscal relief, but the other costs
vary considerably. The estimated net federal cost in fiscal 1982 ranges from
$7 to $9 billion for the Ullman and Baker-Bellmon bills up to $17 billion for
the Carter bill and $20 billion for the House Suhcommittee bill. Thus, the two
"incremental" Teform bill represent a substantially more modest attempt to
restructure the welfare system, so an overriding question is what the broader
proposals would accomplish for a 100+ percent net federal cost.

Benefit levels (see appendix, exhibit 2.)-Generally, the Carter and Sub-
committee bills provide more adequate benefit levels:

They would provide $186 more a year to an aged, blind or disabled person In
federal benefits than would the Ullman plan, and more than the Baker-Bellmon
bill for most such cases.

The federal cash benefit of $1,100 for single individuals with no income would
be nearly twice the food stamp benefits otherwise available.

The minimum benefit level for a one-parent family of four of $4.200 would
start out the same under the Ullman bill. but the Baker-Bellmon level would
be 15 to 20 percent lower initially, a gap that would be closed by 1985. Over
time, the Subcommittee and Baker-Bellmon minimum payment levels would rise
with inflation, but the Ullman level would follow a different trend In each state,
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approaching 30 percent of a state's median income for a family of four. The
Carter payment floor would not change automatically after program startup.

For two-parent jobless families, federally mandated benefit levels 5 are the
same as for one-parent families except for the Ullman bill, where federal benefits
are generally payable for only 17 weeks&

The Ullman bill provides smaller benefit increments for large families, and
the Carter bill limits such increments to families with seven or fewer members.

Work incentives (see appendix, exhibits 3 and 4).-The Carter bill i the
strongest overall in assuring adequate financial work incentives for assistance
recipients, and the Subcommittee bill rectifies more work Incentive problems
than do the two "incremental" bills:

The Carter and Subcommittee bills eliminate the current income "notch"
situations in AFDC whereby earning too much results in lower total cash in.
come, but the other bills do not completely eliminate them (no bill eliminates
the effect of the "notch" caused by loss of medicaid benefits when AFDC
eligibility is lost).

Marginal benefit-loss rates of 70 percent or more for adults expected to work
could still occur under all the bills except the Carter bill, which would hold
loss rates to 52 percent.

All the bills expand the earned income tax credit' to help offset high benefit-
loss rates, ranging from a 20-percent offset under the Ullman bill to 10 percent
in the Carter plan, but these credits only aid families with children, and their
phaseout adds to effective tax rates over certain income ranges (adding 6 per-
centage points to the tax rate under the Subcommittee bill, up to 20 points
under Baker-Bellmen).

Jobs (see appendix, exhibit 5).-The Carter and Subcommittee bills would
attempt to provide a public service job for all adult family heads expected to Work
who could not find private jobs. The Ullman and Baker-Bellmon bills, while creat-
ing les than half the number of public service jobs, would fuPd enough jobs to
cover most, if not all, AFDC-UF family heads. Only the Uliman bill relies on the
states' WIN programs for job creation, the others using the CETA local prime
sponsor network. The Baker-Bellmon bill also would make a major effort to facil-
itate employment of recipients and would-be recipients through employer tax
subsidies.

Administration (see appendix, exhibit 6).-The Carter bill would merge these
welfare programs into a new federally administered assistance system. While
the Subcommittee bill would consolidate the three programs, all the bills except
Carter's rely on state administration. Thus, the uniformity and efficiency of a
centralized payments system would be foregone.

The Carter proposal to account for income over six months In determining
benefits was replaced in the other three bills by tax recoupment of benefits for
people with relatively high annual income. Recoupment of benefits would be at a
100-percent rate under Ullman and Baker-Bellmon when benefits plus adjusted
gross income exceed certain levels (e.g., $10,760 for a family of four). The Sub-
committee bill simply subjects assistance payments to the normal income tax
rates that would apply at different income levels.

All the bills except Baker-Bellmon require retrospective income accounting in
determining benefit amounts to improve administrative accuracy. The Baker-
Bellmon bill would give the states the option of retrospective vs. prospective
accounting.

National policy implementatlon.-The Carter proposal would permit federal
action to be translated directly into changes in income distribution or levels,
economic incentives, and administrative practices for the low-income popula-
tion. None of the other bills would facilitate national policy implementation to
the same degree.

The House Subcommittee bill would likely result in state administrative con-
trol in most states, some states would have more control over the program param-
eters that determine recipients' work incentives, and more state supplementation
of benefits would be likely. The Uliman and Baker-Bellmon bills require that
states have administrative control and also give them a good deal of discretion

6 Benefit levels could be lower temporarily for several weeks of Job search under the
Carter and the Subcommittee bills until either a job is obtained or it is determined that
no Job% are available.

4 A forthcoming Urban Institute study by Wayne Hoffman will analyze these and other
options for modification of the EITC.
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over program design, and local general assistance programs would remain com-
pletely outside federal influence under those two bills.

These factors would attenuate the thrust of federal policy changes. For in-
stance, an increase in aid levels to boost spending or offset inflation might not be
passed through in some states absent federal compulsion, such benefit changes
might take longer to put in place with 50 state agencies responsible for them, and
there would be no single program through which all low-income people could be
reached under Ullman or Baker-Bellmon.

SUMMARY

Taking all the key factors into account-the adequacy of benefit levels, the
assurance of adequate financial work incentives, administrative control at the
level of government that bears most of the costs-my judgment is that President
Carter's proposal is a good one that certainly merits serious consideration by the
95th Congress.

However, the welfare reform debate, despite its roots in the emotion of the
1900's, has now taken on the tones of a "good government" Issue, a struggle to
straighten out a bureaucratic maze of uncoordinated programs. The debate is no
longer carried along by a "war on poverty" or a national movement towrd greater
social justice. Given this atmosphere and the continuing large federal budget
deficits and great economic uncertainty, it is hard to sell a $17 billion program
reform, already raised to $20 billion In the House, on the strength of bettering
governmental performance, especially when other "good government" initiatives
such as departmental reorganizations are perceived as nearly costless.

Since there are probably less than six months left for the 95th Congress, it
seems likely that only the less controversial and less expensive bills (Ullman or
Baker- Bellmon) have a chance of passage this year. Either could move quickly-
Ullman immediately following Ways and Means action on tax legislation, Baker-
Bellmon as an amendment to H.R. 7200, a bill that could be taken up in the
Senate soon after the Panama Canal Treaty debate ends.

This view of political reality dictates only two choices for welfare reform ad-
vocates: (1) Work for passage of some version of Ullman or Baker-Bellmon this
year; or (2) hold out for a fresh start with a more comprehensive bill next year.
To me, the first option is the most promising. The 96th Congress should not be
expected to view welfare issues in a different light than the 95th, and the 96th wIll
end with a Presidential election campaign, during which welfare reform will not
likely be a popular subject to debate. Reform next year would probably not be any
more comprehensive and could get into greater political jeopardy. And any fur-
ther delay will postpone implementation of better benefits and needed adminis-
trative improvements.

While there are provisions in the Baker-Bellmon bill I would like to see
changed, particularly with respect to work incentives and the balance between
benefit Improvements vs. fiscal relief, the bill seems to offer a nucleus of good
ideas around which a compromise could be built for welfare reform action this
year. This approach moves toward several important reform goals and promises
long-term improvements, but it moves cautiously in a way that should hold im-
mediate controversy to a minimum. Broad political support for the Baker-Bellmon
bill has already been demonstrated in the Senate. I hope the bill will help build
momentum toward a compromise of sound reforms that can be passed this year.

APPENDIX: COMPARISON OF KEY FEATURES3 OF WELFARE REFORM BILLS

EXHIBIT 1-COST ESTIMATES

Comparable cost estimates have not yet been prepared for all four bills. The
best Information available is as follows:

Net costs. fiscal year 1912 (bi lions of does)

Bin Totl federal Stateloci Sore of esumates

Cae r ......................... +13 ........... +17.4 --------- -3 ............ CBO.
House subcommittee ---------- +18 ---------- +20.2 --------- -22 ............ C80.Ullman ............... .+5 to -+ ........ - -7 to +9 ----- -I to -2 ........ W A Means stff.Baker-Boll m ----------------- + 6.3 --------- +-- -9.3 --------- 3 .............. Ci.

' The versi of the Baksr-Blmo proposal 8a1lyezd by CO was somevwa dilfwet from the bin as Iptrodeced.
The Seagrs' staff conteed that W Fedra of the mletoded bil would be ceer 1o $0,GO0,O0.

32-925--78----6
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All the hills would reduce state and local welfare costs by several billion dol-
lars and increase net federal costs substantially, ranging from $7 to $9 billion
for the Ullman and Baker-Bellman bills up to $17 billion for the Carter proposal
and $20 billion for the House Subcommittee bill.

EXHIBIT 2-BENEFIT LEVELS

The following examples compare federal benefit levels under the four bills:
ANNUAL FEDERAL BENEFIT FLOOR FOR RECIPIENTS WITH NO INCOME'

Individual Family of 4
Bill Aged Nonaged I adult 2 adult

Carter............................................. $2,500 $1, 00 $4,200 ' $4 200
House subcommittee ------------------------------- 2,500 '1,100 4, 200 '4200
Ullman ------------------------------------------- 2,314 4624 4,200 4, 080
Baker-Bellmon ------------------------------------ 2,334-2,614 4624 '3,404 ' 3, 404

'In 1978 dollars. Represents first stage of each plan. Total benefits would be higher in most States.
tIf an adult is expected to work, level is $2,300, but public service job at minimum wage ($5,512) should be available

ilprivate job cannot be found.
'Must be age 25 or older.
'Food stamps only.Federal floor is $2,400 in cash plus $1,680 in food stamps. The cash payment lasts only 17 weeks. This example assumes

the State pays the remaining 35 weeks if the family head remains unemployed. If the State did not continue the payment,
annual Federal benefits would total $2,739. AFDC-UF family heads would have top priority for available WIN public
service jobs.

1 55 percent of the 1977 nonfarm poverty line of $5,815. The benefit floor would rise to 60 percent of the poverty line in
1982 and to 65 percent by 1985.

Benefit levels would be adjusted over time as follows:
Carter bill-Benefits in 1M78 dollars would rise with the Consiumer Price Index

CPI) to the year the new system is implemented.
Housc Suboommittee bill-Benefits in 1978 dollars would rise with the CPI

each year indefinitely.
Bakrr-Bellmon bill.-The federal minimum required for the sum of AFWDO and

food stamps is ;5 percent of the non-farm poverty line in 1981, 60 percent in 1982,
rising to 65 percent in 1985 (the poverty line Is adjusted each year for Inflation).
Food stamps and SSI would remain indexed as under current law.

Ullman bill.-AFDC plus food stamp benefits start at the minimum of $4,200
(for a family of four) or current levels and, in addition to OPI adjustments,
would move toward a target level for each state equal to 30 percent of a state's
median income for a family of four. Food stamps and SSI would remain indexed
as under current law.

Benefits would be restricted by family size as follows:
-Cartcr bilL-No additional federal benefits would be available for family mem-

bers beyond the seventh.
Hou.Re ,Subcommittcm bilL-No federal restrictions.
Baker-Bellmon bill.-No federal restrictions.
Ullman bill.-The AFDC portion of the federally required minimum benefit

would not vary by family size, but the food stamp portion would vary as under
current law.

Federal sharing in state payments or state supplements would be limited as
follows :

Carter bilL.-Federal matching of state supplements Is limited to amounts up to
51.2 percent of the corresponding federal benefit level (limit is 12.32 percent for
two-parent families).

House Suboommittee bil.-Federal matching of state supplements available
up to the higher of current state payment levels or the poverty leveL

I An important factor in state incentives to supplement federal benefits or increase
matched payments is the promise of federal protection against certain future costs. These
provIsions. are not nddressed in thit paper as they will be covered by another presentation
to the Tax Foundation's April 17 conference.

A
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Baker-Bellmon bif.-No upper limits on state AFMC payment levels or 881
state supplements, but federal matching for AFDO limited to levels up to the
poverty line.

Ullman bill.--No federal sharing in state supplementation above required fed-
eral floor for AFDC payment levels.

EXHIBIT -IMPACT ON WORK INCENTIVE PROBLEMS

A careful analysis of the complex interaction of benefit reductions and taxes
for all the bills in all circumstances is beyond the scope of this paper. Instead, the

a ways in which the different bills address the most crucial concerns about work
incentives under current law are compared:

Change to current law problems under reform plans
Work Incentive problems House
under current law Carter subcommittee Uliman Baker.Bellmon

Income notches':
AFDC eli ability ......................... Eliminated ---- Eliminated ...... Eliminated ...... Unchanged.
AFOC-U. .................................. do .............. do ......... Unchanged ..... Reduced.
Medicaid ............................... Unchanged..... Unchanged .......... do ......... Unchanged.

High marginal benefit-loss rates ':
AFOC and food stamps (77 percent) ....... Z52 percentI... P70 percent-_. -;,74 percent.... Do.
General assistance (100 percent) .......... 52 percent'... .70 percent.. Unchanged..... Do.

Working poor worse off than welfare recipients... Corrected ....... Corrected ....... Reduced ........ Reduced.

I An income notch refers to a situation in which a person who erns an additional dollar becomes worse oft financially
than before (or becomes better off by more than a ollar upon losing a dollar of earnings) due to loss of benefits and tax
increases. This occurs in AFDC generally due to income deductions available to recipients that are not allowed for applicants
in AFDC-UF (unemployed fathers program) due to the imposition of a limit on hours worked in determining continued
eligibility, and in medicaid due to the abrupt loss of all or a substantial portion of benefits when income exceeds a certain
level.I The combination of AFOC and food stamps results in a 77-cent benefit loss when earnings rise by $1. Most, but not all
local general assistance programs offset earnings increases dollar for dollar. What is shown here is the upper bound on loss
rates for assistance benefits. In all cases, including current law, the earned income tax credit serves to reduce these loss
rates over certain income ranges but increase them over others. Other tax provisions will serve to increase these rates under
certain circumstances. This exhibit does not indicate bow marginal benefit-loss rates other than the maximum amounts
would change, nor does it indicate how average loss rates would change.3 The 52-percent limit on benefit-loss rates applies to families with heads expected to work. A 70-percent rate couldapply to other families in some States.

EXHIBIT 4-EARNED INCOME TAX CREDIT (EITC) PROVISIONS

Each bill would expand the role of the EITC, which presently is awarded
when taxes are filed to filers with low earnings who have dependent children.
The present credit is 10 percent of the first $4.000 of earnings; it phases down
from $400 to zero at $8,000 of earnings (or AGI) at a 10-percent rate.

The welfare reform bills would change the EITC as follows:

EITC FEATURES I

Bill Size of credit Credit phaseout rate Adjustments to credit amount

Carter ---------------- 10 percent up to earnings 10 percent (phases out at Maximum credit varies by family
of $4,000, 5 percent up $15,650 for family of 4). size up to size 7; indexed to CPI.
to maxumum ($9,100 for
family of 4).

House subcommittee .... 12 percent up to earnings 6 percent (phases out at Maximum credit varies by family
of $4,200 for family of 4. p12,600 for family of 4). size up to size 7; indexed to CPI.

UlIan --------------- 20 percent up to earnings 13.3 percent between $7,- Hone.
of $5,000. 500 and $15,000.

Baker-Bellmon ......... IS percent of earnings up 20 percent (phases out at Maximum credit varies by familyto poverty line (16,200 $10.850 for family of 4 in size up to 7 as poverty index
for 1978 for family of 4). 19718). varies- adjusted for inflation as

poverty index is adjusted.

I All the bills would continue to restrict coverage to tax filers with dependent children. They would all make the EITC a
part of income tax withholding to pay benefits on a moi e current basis.
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RXIIIRIT 5-JOB CREATION

Each bill Includes provisions aimed at creating or stimiAating employment
opportunities for people who otherwise would be assistance recipients. The
major provisions are compared below:

WELFARE REFORM BILLS

Hoc"
Jobs provisions Carter subcommittee Unman Baker-Selmon

Number of public 1.4 ................ 12 ................ 0.5 ............ 0.5.
service jobs (mil-
lions), Ic year
1982.

Program ---------- CETA .............. CETA ------------ WIN ------ CETA.
Wage rates In public Up to 1 p Ormt of Inexed nationally Minimm wage.. Prevailing wage in each area;

svce lot". minimum wag. by aree -vra aemrage <S3.75.

Target groups for jobs. Pilmary easner In Sam as Cat bill, AFDC recipients. () AFI)C-UF heads; (2) other
family with chil- but must be eligi- AFDC heeds and long-term
drn" eePi. ble for cash unemployed.
with children
under age 6.

Employment tax Noem .............. None .............. Expands current Employer tax credit of $1/hour
subsidies. WIN tax for new employees hired from

credit. AFDC, CETA. lon-term un-
epoed. Wage subsidy of

I= f~or Im 1W for low-
Income people hired from
AFDC CETA, long-term uriem-
ploged.

EXHIBIT 6-KEY ADMINISTRATIVE FEATURES

The four bills include many different provisions regarding program adminis-
tration. The following comparison highlights the most essential provisions:

Bill

Administrative Hous
provisions Carter subcommittee UI1man Baker-Bellmon

Program coasolidetion... Me s AIDC, Same as Corter Food stamps cashed out for SSI Sto have option
food stamps, bill, but sep- recipients, to cash out food
SSI. rate rfe or stamps for SSI

SSl retained recipients, test
residual food cabort for
stamnp ram others.

Level of administration federal; States Federal or State State ......................... State; States on-
for assistance pro- have option to at State option. couralod to pickgrains. administer up kle cots.

client-Intake
process.

Income ccontin ...... -month retro- I-month retro- 1-month retrospective .......... State option forsptve seIV. 1-month ratr -
6-month carry- spective or
over of "ax- prospective.
coss' I nco .

Taxation of beneit-..... None. (A separate Asistance pay. If AGI plus AFDC plus food Recoupment of
propml would ments counted deps rceds a certain on- AFiC plus food
make unem- In AGI for in. nual amount, AFOC plus food stamps same as

ymot bae- come tax. stnp are recouped In full In Ulman bIl.
fibtaxable for = tnhasst W pudsh the
porsos above income totl below t le low-
certain Income able amount). Unemployment
kvs). benIb would be taxable In-

comes.

Senator MOYNMAN. The next witnesses before the committee will
continue on the subject of fiscal relief and the local administration
of the welfare program. We are fortunate to have a panel appear-
ing on behalf of the National Association of Counties. There is not
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a national group that has been more supportive and helpful in this
field.

Now, Mr. Frank Jungas, who is the chairman of NACO's Wel-
fare and Social Services Steering Committee and who is the com-
missioner of Cottonwood County in Mountain Lake, Minn.; Mr. For-
rest Campbell, who is vice chairman for income maintenance and
who is commissioner in Guilford County, N.C.; and Mr. Keith Com-
rie, who is director of the Department of Public Social Services of
Los Angeles County. We welcome each of you, gentlemen; I am
afraid, in the interest of time, we are going to have to ask you to
keep your general statement to 20 minutes, if you could do that. Of
course, your full statement will be in the record.

We are very happy to have you here.

STATEMENTS ON BERALF OF THE NATIONAL ASSOCIATION OF
COUNTIES BY FRANK lNGAS, CHAIRMAN, NACO'S WELFARE AND
SOCIAL SERVICES STEERING COMMITTEE, AND COMMISSIONER,
COTTONWOOD COUNTY, MOUNTAIN LAKE, MINN.; FORREST CAMP-
BELL, VICE CHAIRMAN FOR INCOME MAINTENANCE AND COM-
MISSIONER, GUILFORD COUNTY, GREENSBORO, N.C.; AND KEITH
COMRIE, DIRECTOR, DEPARTMENT OF PUBLIC SOCIAL SERVICES,
LOS ANGELES, CALIF.

Mr. JUNGOAS. Thank you, Mr. Chairman.
I am Frank Jungas, chairman of NACO's steering committee, and

I applaud Senator Moynihan and Senators Baker and Bellmon for
their initiative and foresight to keep welfare on the front burner and
alive and well, so to speak. I also appaud Senator Long. We have
had some discussions on welfare and where it should go and how
the local should be involved.

I am just going to summarize my material and the gentlemen will
do likewise, and then we will throw it open for questions and see if
we can answer some of these questions as a local aspect to welfare
reform.

Sometimes it worries me that we might just get interim changes
and not any really major comprehensive changes, and that is one of
my concerns. Some of the strategy, or what we are hearing right now
is almost do nothing and wait and see. The counties cannot afford
that kind of input any longer from Congress or from anybody in our
association.

The counties' involvement in welfare has been now for many years
and we have looked at the problem at the local level, and I want
to guarantee the Senators here today that the counties are involved
in welfare. We are well, alive, and kicking, even if our name isn't
mentioned many times. It is cities and States, and they are forgetting
that the county has a tremendous input. We have over 40 percent
of the administrative welfare programs in this country that are done
by the county level. Eighteen States have county-State partnerships.
Fifty percent of the welfare recipients in these partnerships are un-
der county-State, even if we are only 18 States; they are some of
your larger, populous States where the county administers the
program.
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We are spending at the present $7 billion of our local taxpayers'
money to beef up these programs and comply with some of the de-
mands and requests that we get from Washington or from our State
capitals.

will give you an instance of my own county. We are a small,
rural, agricultural county. I have the problems just like New York,
California, or anybody else, only on a very much smaller scale, of
course, but we still have our problems. We had to increase our welfare

-budget last year 34 percent.
Senator MOYNIHAN. Thirty-four percent?
Mr. JUNGAS. Thirty-four percent, to keep up with the programs as

mandated to us, on which we have hardly any input on the program.
This is a 25-percent budget item of our overall budget for the county.
We used to tave under 10 percent a few years back to take care of
our welfare needs.

I am not including health. If we would talk about health, that
would put us up to the 50-percent bracket now that we are spending
of coimaty money for welfare or health. And remember again, all this
money that we levy for this comes from the property tax of our con-
stituents. I would say our property tax at this time, I know in my
county and in the State of Minnesota, it is at the saturation point, and
I am sure it is in other counties and cities in the State.

We want to make clear that today we are not only asking for fiscal
relief for counties-sure, that is very, very important and we applaud
you and thank you for everything that you have done thus far for
us-but there have to be some very, very major revisions in the sys-
tem in order to take care of our poor and our jobless.

Over the past 2 years, we have worked with HEW or DOL in the
development of some kind of a program, and we are constantly work-
ing with them, and we offer our input to this committee and also to
any other departments where we can furnish them information from
the grassroots firing line, so to speak.

In concluding, I will emphasize again that we have to have a
strong working partnership, I should say, between the Federal, State,
and county governments, if we are going to solve the Nation's prob-
lems in welfare reform.

Now, I will turn it over to Keith Comrie on my left, director from
Los Angeles County.

Senator MOYNIHAN. Mr. Comrie, good morning, sir.
Mr. Comiut. Thank you very much. Good morning to you. It is a

-distinct pleasure to testify before you, Mr. Moynihan, and the other
members of the committee.

You have a number of proposals that have been submitted. How-
ever, I think you have two extraordinary proposals before the Con-
gress. We believe H.R. 10950 is exceptional, and we also believe the
material you heard this morning is a parallel to that in many respects
and has many fine features.

I would like to just cement briefly on what I consider the five key
elements that any major proposal will have.

Senator MOYNIHAN. Mr. Comrie, may I just say, be succinct if you
want, but don't be brief. You have come all the way from Los Ange-
les. and we want to hear you.

Mr. CoMRIE. Thank you.
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I will summarize the five key areas, and then I am going to concen-
trate on an area we all tend to overlook in what the real welfare
problem is, and that is that 90 percent of the AFDC families are
headed by women, and I have some pretty hard statistics for you in
just a few minutes and a pretty tough article.

First, we think any major reform should have a series of "work
incentives", so that it always pays to work, and it should have a
mandatory work acceptance requirement as part of it. Now, we have
all heard the terms that the current system is antifamily, antiwork
in some respects. The antifamily element is clear, and you mentioned
that this morning, Mr. Moynihan. You mentioned it very clearly,
that when a father is told, if you lose your job and you have no other
means of support, you must abandon your family. That can happen,
and we don't think our welfare system should have that in it.

Second, in the antiwork element of it, every U program in the
country has limits so that, in effect, a father, if lie takes a 100-hour-
a-month job at minimum wage may end up with less money than he
would end up with just sitting on welfare. That is why we have to.
emphasize that work incentive and second, we have to emphasize a
U-type program that keeps the families together. We cannot have a
system that drives the families 'apart and then second, drives them
apart by providing an incentive just to accept the welfare grant in-
stead of work. In other words, supplement that work, if it is neces-
sary, in the future.

Third, we think the system should have universal coverage and of
course we would see that more strongly than any other level of gov-
ernment. We have the programs known as general assistance, general
relief. We don't understand a system that aids people on the specific
categories that now exist. For example, a single woman is not eligible
for assistance. A single pregnant woman is eligible for assistance. We
cannot justify that as being consistent in anyone's mind, as rational.

We think the general assistance category must be included. We
think people should be aided based on need and not a family con-
dition of some type. And when I say aided, I don't mean a guaran-
teed income; I am talking about the ability to get a job and support
yourself.

The new system, we think, should be simple, and that is No. 4.
You might have noticed in some of the early hearings on the House
side a roll of forms that we pasted together. They were 70 feet long
when we pasted the AFDC forms together.- That is 100 pages of
information.

When we say simple-one of the reasons they are that long is the
duplication. I know it is a controversial issue, but part of that dupli-
cation is paying cash first and then food stamps second and taking
separate applications in that process.

Senator MoYNIIIAN. May I just say that the National Association
of Counties had a welfare meeting here in Washington about 6
months ago, and they festooned a hotel ballroom with 70-=feet lengths
of the Los Angeles County welfare forms. The forms were used as
banners which made it none too cheerful but rather dramatic.

Mr. COMRIE. By the way, that is not unique to Los Angeles or
California; we found other counties doing the same thing, question-
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ing what they have been complaining about and just pasting the
forms together and they literally run from that end of the room to
the other end just for a $300 a month grant.

Senator LoNe. Didn't your people suggest a simple little four-page
pamphlet should be used together with a sheet where a person could
add some additional information if he wanted to I

Mr. ComxE. Yes, sir. We have submitted that to the President's
staff. We found we could eliminate about 80 percent of the paper with
a comprehensive reform like- this to simplify it. You could simplifyit dramatically.

Senator Lo-No. But even with the law you have got, couldn't you
get by with about four pages plus about one sheet to add some addi-
tionalinformation that might be relevant?

Mr. CoMMF. It would tike an extensive pilot to do it. You would
have to eliminate some of the duplicate benefits in the process, such
as food stamps, to really make a big dent in it.

Last-and this is the one I need to emphasize, and this is where
I think we are bringing some new information to the committee--we
need to make an extensive effort to bring welfare mothers into pro-
ductive America. We cannot continue the current system where they,
effectively, are written off.

Now, let me concentrate on that. There are 10 million AFDC
women and children who are now consigned to a life of poverty and
isolation from the mainstream. In my county, 90 percent of the
600,000 AFDC recipients involve female-headed households. Typi-
cally, they are young to middle-aged women abandoned by their
husbands and in the current systems, are offered veriy little in finding
work so they can support themselves and their children. I am sure
that almost all urban areas have similar statistics.

To have, therefore, truly meaningful reform, we must target a
significant portion of our efforts on this group.

Our current system and recent general improvement in the economy
and job market have simply not significantly impacted the welfare
mothers. For example, in the past 5 years, our national workforce
has increased from 83 million people to 93 million people.MWe have
created 700,000 CETA jobs. And finally, the number of jobs in our
country has increased to the point that the average American family
now has two or more wage earners. Fifty-three percent of the Ameri-
can families now have two or more wage earners; yet, on the other
hand, we have substantially the same number of female-headed wel-
fare families today as we did 5 years ago. Our system is simply not
working for these people.

Many of these women have lost hope. In addition, this attitude is
being transferred to their children and is causing a steady rise in
what might be called transgenerational welfare.

Many of you may have seen the article that is attached to my testi-
mony by Jimmy Breslin, dated March 1978, entitled "I Wll Get
Welfare, Have a Baby, Get a Pad." In essence, these young women
were saying, I don't look forward to a future with a husband or a
working partnership to better ourselves and our children. I only look
forward to immediately getting pregnant so I can have my own wel-
fare case.
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I really don't believe this should surprise anyone, in that this is
the only lifestyle many of them have ever been exposed to.

Now let me add the cold, hard statistics to this article. Many peo-
ple will say that that is just one article. Our most recent survey
shows in my county that 87,000 of our 176,000 AFDC cases--and
these are the female-headed cases, the FG's-are second-generation
welfare families. This particular statistic should be very shocking
when you view this in light of the fact that this last generation, the
last 18 years--just 18 years ago, we had only 22,000 families on
AFDC. We now have 37,000 second-generation.

These are typically young women, 15, 16, 17, starting their own
family and going on welfare, not with a view toward work.

I therefore firmly believe that all of the five previously discussed
elements are critical to a welfare reform package, but the most criti-
cal element is the fact that we must make a significant investment in
our female-headed welfare families. McAningful welfare reform must
focus on these women, on bringing them into the mainstream by
providing jobs and supportive sevices so they can get out and work
and support their families. This is why I strongly support both the
Carter-Corman package and the material we heard this morning was
particularly impressive also.

I would like to just also emphasize the elements included in the
Baker-Bellmon proposal, of vouchers, tax credit, earned income tax
credits, are all extremely impressive and I think deserve very formal
consideration by the committee.

I thank you for this opportunity and I will of course answer any
questions after Mr. Campel makes his comments.

Senator MOYNMAN. Thank you, Mr. Comrie.
Mr. Campbell, good Morning, sir, and would you continue.
Mr. CAMPBELL. Thank you, sir.
I have been a county commissioner for about 18 months, Mr. Chair-

man. I come from a county in the center of the State of North Caro-
lina. At the present time, we have population of a little over 300,000.
We have an AFDC caseload of 4,500 cases, which is fairly constant
on-each month basis, representing about 12,000 people.

I come here today to echo my colleagues' support of the welfare
reform, and we applaud the approach that is being made in this area
and the interest that this committee has taken to move this particular
matter along.

In my statement, which I will summarize for you in the interest
of time, there are two areas in which we are of great concern and
that is, first, that we have a basic delivery system for jobs within the
welfare reform program and second, that we have adequate relief
for the fiscal requirements which are placed on us in that particular
area.

I have included in the statement certain statistics to show that the
counties or consortiums of counties are the main delivery and prime
sponsors for the work program under the CETA program. I would
like to refer at this time to some of the remarks that have been made
with regard to the WIN program as compared with the CETA
program.
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In North Carolina, we were recognized last year by the Department
of Labor as having the best WIN program in the Nation between the
period of October of 1976 and July of 1977. I think that is somewhat
a dubious honor in view of the fact that WIN was credited with
producing welfare payments of about $5.5 million in the State of
North Carolina; but that represented only 45 of the 100 counties that
had WIN programs in the State of North Carolina.

We have found great difficulty working under WIN because of this
highly structured, detailed and complex program which allows for
limited flexibility in working with the clients. The paper work is
tremendous. Some examples of problems that we have are trying to
get the clients approved for work is a most difficult and time-con-
suming process.

The objectives between the Department of Social Service and the
WIN program and the Employment Security Commission are at
odds. Employment Security is primarily interested in being success-
ful and in providing the statistics to show that it is successful. Our
objective is to try to motivate the client into getting into a job situa-
tion in which they can be productive. Trying to coordinate between
the two is greatly difficult.

We often have clients over a period of months making between 10
and 15 trips between the two agencies, because they are not adminis-
tered under one program.

We have hard-core unemployed people on our AFDC rolls. We do
not have the AFDCU in the State of North Carolina. It was found
to be too expensive when it was considered at the urging of many
counties during the 1975 session of the General Assembly. It would
have cost approximately $3 million for the State of North Carolina,
whereas the county, in that year alone, wound up spending something
over $1 million for additional assistance to famihes under the gen-
eral relief provision of our welfare program in our county, simply
to provide for those families who were still intact but wereunem-
ploped because of the recession.

Now, we have found that the CETA program, although not perfect,
is by far a superior program to the WIN to administer and carry
out. Our board of county commissioners recently authorized the De-
partment of Social Services to utilize CETA employees as a tool for
hiring low-income unemployed and AFDC recipients to assist in
what we call a chore services program to keep elderly in their homes
and to provide services to them. Within a matter o ays, 27 of the
28 positions were filled by AFDC recipients. The remaining position
was filled by a food stamp recipient. The redtape was at a minimum
and we had one agency doing the hiring and developing the program
and carrying out the eligibility of those interested employees. We
have several more on the waiting list as more jobs become available.

We are also concerned with the impact of social services on these
particular programs as more people are required to be placed in work.
This is a great concern to us because of the additional cost, the
dwindling of funds under title XX, and increased costs thift we
anticipate for serving the welfare clients who are then looking for or
being placed in work. The increased demands on child care are great
in our State and in our county, we have had to reduce the overall
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services program because of lack of title XX funds and the unavaila-
bility of local funds to carry on this particular program at the level
-at which it had been funded.

We suggest that the respective roles of the employment system and
the social services system be carefully defined so that the services
related to eligibility and employment can be within the job system.

I think I would be remiss in my responsibility to the citizens of
Guilford County if I didiet take the time now to ask you for some
immediate fiscal relief. People in my county have reached an end to
the point where they cannot afford to put the welfare costs on the
local tax base any further. Inflation has outstripped our growth. We
have had to call on our department to restrict its budget and to cut
back, and this has been a hardship on services being provided to
many citizens of our county.

We appreciate the opportunity to appear here and testify before
you today. Thank you for this opportunity.

Senator MOYNIHAN. Mr. Campbell, may I just note that you have
got some fiscal relief this year from this committee, and we hope to
get you the other half of that this-year and then, of course, next year.
The portion for fiscal year 1977 was knocked out of the budget reso-
lution, but we hope to get it back in. We will talk about that in a
minute, but first, Senator Long.

Senator LoNG. No questions at this point. Thank you, Mr. Chair-
'man.

Senator MOYNIHAN. I would like to say, before asking Senator
Hansen to speak, that Senator Hansen, you mentioned the negative
income tax experiments in Seattle-Denver. On May 1, we will have
persons from the Stanford Research Institute who conducted the*study here testifying, so you will hear more about that.

Senator HANSEN. You have testified that you want the Federal
Government to take over welfare, essentially, and you support the

'Carter-Corman bill, which will raise welfare costs by at least $20
billion. Would you tell me how county government discharges its re-
'sponsibility and maintains its vital role fn the intergovernmental sys-
tem b. simply asking that it be stripped of responsibility in this area?

And a follow-on question. Who pays the $20 billion? Are these not
.county-based taxpayers, as well?

Mr. CoMniE. Let me speak to that. We would like to look at the cost
whether Baker-Bellmon costs or Carter costs as up-front costs to
help people into the mainstream that aren't there, and there will be
initial costs for that, but as Mr. Bellmon pointed out this morning, if
the work initiatives work and people move and start in the productive
mainstream with employment, they become taxpayers and their wages
do move up; they do not stay at $2.65 an hour. The wage rates in
this country are moving rapidly. Then we would see the cost savings
in the long run.

I know it is difficult when we propose something that has figures
tied to it of $8 billion, $20 billion, and figures like that, although
minny proposals have been given here that could be phased in. You
could target in a given area a certain number of jobs to begin with,
for the AFDC mothers to help them out. You don't need to try to
employ 176,000 the first year. You might try it with 25,000 or so.
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Senator LONG. Could I just interject at that point f
Senator HANSEN. Yes.
Senator LoNG. I guess you are aware of the fact that the Carter-

Corman bill means another $2 billion a year in taxes on the people
of California.

Mr. Comms. Yes, we are aware of that.
Senator LoNo. Whether you pay it to the Federal Government or

the State government, it still comes out of their hide.
Mr. Comm . We would still like to look at some of those costs, no

matter which bill it is, as up-front that bring people into the main-
stream that can't get in, and in the long run, the costs would go down.

We went, in the figures that I mentioned in my testimony, from
22,000 families sitting there on welfare to 176,000 in 18 years. That
is a burden on this society, but it is a bigger burden on those families
who are now giving up and not looking to a life of work but looking
to a life of welfare. That is a mistake on our part. We need to correct
that.

Senator LONG. Let me just ask one more question, if I might. If
anybody came to you-and suppose you had the money. You were a
private citizen, and you had enough money where you could help
people if you wanted to. Some person came to you in distress and

ad a child and needed some help for that child and you gave her
some help temporarily to get herself straightened away. If that per-
son was capable of finding a job somewhere, if she was capable of
getting a job, would you just propose to pay that person out of your
pocket forever-that is, to pay her for doing nothing forever?

Now, if not, then why would you want to pay the taxpayers'
moneys out to pay that person for doing nothing indefinitelyI

Mr. COME. We wouldn't propose that at all. In fact, we would
propose a system so simple that they would be offered a job at the
front door and they wouldn't need the welfare. They would be offered
employment so they could support themselves.

Senator LoNG. Now, I guess you know that the Carter-Corman bill
says that up until the child is 6 years of age, she is not expected to
work, and that she is privileged to turn down the job and live com-
fortably up until the child is 6 years old. Now, do you favor taxing
thepeople of California $2 billion a year to bring that result about

NMr. COMRrE. I do not personally agree with that segment of the
Carter bill. I believe some of the most employable women are the
young women at 18, 19, and 20, when they have their first child, that
they can be trained readily right then and they should not be exempt
from work registration and a work requirement, but that was a com-
promise in the Carter package that set it at age 6. I would agree
with a much lower age, personally.

Senator LONG. My thought is that you ought to try to provide
good day care help, but once you have got somebody to look after the
child, if she has got a job available to her, she ought to take it and
ought to do something to help.

Mr. ComuE. I would agree with you totally, and I think that is a
very employable group that the Carter package overlooks and that
when a woman just has one child, she can move out and become pro.

ductive quite rapidly.
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Senator LONG. Let me say to you that that is the point at which
I parted company on the Carter-Corman proposal; that for starters,
if you can find something for the lady to do, she ought to take that
opportunity, and we ought to work with her to have somebody look
after the child.

Now, one place you could put her to work with that child would
be to create a position right there in a day care center, where she can
take the child to a day care center, give her a half-day's work in that
day care center. Instead of hiring one person for $12,000 a year, pre.
sumably a displaced schoolteacher, hire that mother herself and hire
another mother, each of them for a half day, at $6,000 a year. Take
both these two families off welfare, and they are doing something
useful. They are not only looking after their children; they are help-
ing other people look after theirs.

Now, that is the type of approach it seems to me we ought to use
to get people out of dependency, not put more on it.

Mr. Com. We would agree with you and I think sometimes in
our debate, we become too close to the situation. That is what these
people want. They want real mainstream jobs; they want to support
themselves. They don't want to be paid to sit idle. They don't want to
be locked out of the mainstream.

Mr. CAMPBELL. Senator, the 28 that I mentioned a while ago sud-
denly went from an average of $200 per month for a family of 4 to
a little over $400 a month, so at that point, they became ineligible for
additional assistance from our department. So we were able imme-
diately, through the jobs program, to relieve these people of AFDC
assistance.

Senator Lo-,o. Furthermore, in every State of this Union, in ever 7small city as well as every big city, you have old people who don t
want to go to a nursing home or where there is not a nursing home
reasonably available to them, where you need to find somebody to
come in and help those old people around the place a little bit, do
a little housework and kind of help. A lot of it in some cases is just
to find somebody to come spend some time with them, do a little
housework and help prepare some food, something those people are
thoroughly capable of doing.

W hen you go out trying to find somebody to help those old people,
you would almost think you need to hire a private detective agency
to go find somebody to help, even though you have got plenty of peo-
ple on those rolls. I see you all smiling; you know what the problem
is. Now, it is hard to do.

But. those old people who have worked awfully hard during their
day get to where they are old, a little feeble, and to try to get, some-
body to stay with thiem, just spend a few hours a day with them,
is hard to do. I think you are all aware of that, aren't you?

,Mr. COM RE. Yes, sir.
Mr. JUSGAs. Yes, sir.
Senator, I wanted to reemphasize that, we might say, that we

agree with the Carter-Corman bill at the present time, but like I said
before, NACO is well, alive, and kicking, and we are going to be in
there with many amendments to try and change it so it is more ap-
plicable to our situation.
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And for goodness sake, I am pleading with you, when we say put
a mother to work in a day care center, I agree 100 percent with you,.
but don't put so damn many regulations on there that she has to
have a college education and that she has to have a room so many
square feet, and that she has to have a stainless steel sink with three
compartments with different temperatures of water, and she has to
have a door that is 42 inches wide; otherwise she can't do it. [General
laughter.]

That is what we are facing on county government, and we are
saying, simplify it. Give us back some of our authority, and we will
get the job done. I grant you that..

Senator HANSEN. I would like to add amen.
Senator MOYNIHAN. Senator Hansen.
Senator HANSEN. I thank you, Mr. Chairman, for your very rele-

vant observations in the questions you asked. I know we are all try-
ing desperately to find better answers than we have come up with so
far. I remember there was a promise of savings made when the un-
employed parent component came into being in 1962, but I think the
record discloses that no savings resulted.

I would ask if you favor trying a pilot project to prove the efficacy
of an idea that is presented and is lauded as being surefire, guaran-
teed to reduce costs and put people to work?

Mr. COMRIE. There are many elements of both of these bills, par-
ticularly the employment elements, that could be started in a single
place or even not just on a pilot, even nationwide, I think, with very
little risk, and particularly the privatesemployer, the voucher system
there is very interesting to us, if you wanted to try that in one
regional area.

Sir. CAMPBELL. I think the authority is already available for doing
that, Senator, under the CETA bill, but has not been used to any
extent during the period of time that that has been in existence.

Senator HANSEN. YOU, too, would support trying some of thesa
programs out on a pilot basis?

Mr. CAMPBELL. I think to a large extent, we are trying them on
that basis.

Senator HANxSEN. Are these ideas that are in these bills being tried
out now on a pilot basis?

Mr. ComniE. Some in limited extent; like the earned income tax
credit is there to a small extent, the voucher system is possible
through CETA for thb unproductive period, but it is not as simple
a thing. Paralleling what Frank said, let's keep it simple. I talk to
a lot of private employers, and they talk about certain incentives and
how to hire welfare recipients, but they end up with so many forms,
it looks like our welfare forms. It has to be simple and straightfor-
ward, and that is what is so impressive about Mr. Bellmon's and Mr.
Baker's discussion of the voucifer, of just subsidizing a dollar per
hour for the first year.

Senator HANsN. I gathered from what Senators Bellmon and
Baker said that the concepts in their bill are not presently being tried
out nor are they in effect anyplace in the United States. Isn't that
right?

Mr. COM TE. Not that straightforward approach, where they just
tell an employer, if you hire an AFDC recipient, you get a dollar-
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atn hour for the rest of the year for that person. They are not that
pimple. They are only partially there.

Senator HANSEN. I have one final question, Mr. Chairman. I was
a county commissioner for 8 years. We had the rather unique dis-
tinction of being in a county that was about 97 percent federally
owned, and I can empathize with you and your concerns about get-
ting some of the burdens off of county government.

But with the Federal deficit being what it is, is it your feeling
S- -that we will move forward simply to relieve the counties of some of

the fiscal burdens and add these burdens to the Federal Govern-
ment? Is that what you are saying?

Mr. CAMPBELL. We feel like this is a national problem, and it
ought to be addressed that way. The capability of the Federal Gov-
ernment to keep aggressive in its tax collection is far greater than
it is on the local level, where we are relying almost totally on the
property tax as our base.

If you haven't been out in some of the areas of the country where
the tax revolt is going on, it is something to behold, and it is becom-
ing that way in North Carolina, which I had not anticipated we
would be in that shape but we are.

Senator HANSEN. If the Jervis plan should be adopted by Cali-
fornia voters, would you be willing to assume a proportionate share,
insofar as Federal tax contributions o, to help make up what may
be the shortfall in California, in the State of North Carolina?

Mr. CAMPBELL. I don't think we would probably have any choice.
Senator HANSEN. I have no further questions.
Senator MOYNIJIAN. I have just two questions. First of all, gentle-

men, who makes it complicated for you? You speak as persons close
to your work. Who makes it complicated?

Mr. JUNOAS. We come to Congress or we come to our State legis-
lators, and we help lobby for a -bill that looks good. The concept is
great, it is workable. But then it gets into a department's hands, and
from there on, God knows who. They never ask us any further what
kind of an input we would have with this kind of legislation, or they
haven't been-I should say that. That is where it goes awry.

I know some of you Senators and some of the Senators I have
spoken to in my own State legislature have said, well, we never even
dreamed that bill was like that, you know, when you tell them how
it is finally working out. I think we have to get back to the depart-
ment heads and get some good commonsense thinking. We have to
have input from the local grassroots level where this program is going
to be workable because we are right down on the firing line out
there; we know what is going on. We are right there at the telephone,
and if something goes wrong, bingo, my phone practically rings off
the wall every day. I told my wife I was going to try to put a button
on there, when I came in the house, to shut it off for a while, so I
could have a little privacy.

But I have asked for the job and I am in there fighting. That is
why I say the counties are in there fighting and we aim to get some
kind of welfare reform through, if not this year-we are not giving
up on this year, but don't get me wrong. We are fighting, but in the
future, the long-range form has to have some kind of a good welfare
reform if this country is going to get back on its feet.



652

Senator MOYNIHAN. I couldn't agree more, sir. Let me say in this
subcommittee, we have taken to referring to HEW as the "thing".
It is over there, and it has been said that it is out to get us all. We
must be reminded that simple and seemingly workable arrangements
have been adopted before, only to be turned into three compartments
with different temperatures of water and a 48-inch wide entrance,
et cetera. Ours could be, too.

Somehow, we have to realize--it is no longer excusable to be sur-
prised-that the bureaucracy messed it up; we must anticipate and
maybe even raise their level of consciousness. If we were to pass this
bill, we should probably put a restriction on the amount of money
that can be spent to administer it. We should really seriously think
about it, because overspending is a tendency that no Secretary of
HEW or President., for that matter, has ever been able to resist.

I would like, first of all, to say to Mr. Comrie, those were extra-
ordinarily vivid statistics you gave us about Los Angeles County.
One of the things that is so troubling is that as this situation has
become more pronounced, it has become more difficult to speak about
it. You are the first person, sir, in what is now almost a year-of hear-
ings even to raise this central, most conspicuous subject of all.

I wrote a book with Leslie Lenkowsky about 5 years ago about
welfare, and I had a passage in it in which I said, "A case could be
made that the welfare system institutionalizes the exploitation of
women." This would be my view. And yet, how little interest there
seems to be in this possibility, that welfare institutionalizes the ex-
ploitation of women. But no one qeems to know how to talk about it.

Do you really suggest by your data that there is a transgenera-
tional effect in this program, and the age of childbearin becomes
younger, and the expectation of dependency is in fact there

Mr. Coumm. Very simply, we have neighborhoods that have up to
50 percent of the neighborhood on welfare. They have never seen
their mother work, they have never seen their father work. They
drop out of school because they see no need for the school. They can
get a limited amount of independence by applying to the welfare
grant that was referred to there. They have no role model and what
has been interesting, in recent years, the academicians are starting to
look at it-that role model is critically important. They have to see
a mother and a father working and -supporting themselves, and it
doesn't exist. It just doesn't exist.

Senator MOYXIHAN. What they do is what they have seen done,
which is the way most children learn. If they have only seen welfare,
they come to think of welfare as what you do.

Mr. CoMnw. Exactly. If they have never seen what the job environ-
ment is, they have no role model. Thev have nothing to pattern them-
selves after, and in many of these neighborhoods, they have no idea
what a job is, and they have been beaten down like their mothers
have in some cases; they have no hopes that they will ever have a
job, so they give up. That is why we have to have a system that em-
phasizes not welfare reform, jobs reform and that opportunity.

Senator MOY1IHAN. This committee, long before I was on it, was
saying this, and it began saying this in the fact of really not very
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attractive opposition from a certain element in the profession. It is
only very recently that one has even dared to talk this way. Fifteen
years ago, to talk jobs was to talk repression, or to think of being
punitive.

One thing I daresay the women's movement has done has been to
make unemployment not just something you can talk about but some-
thing you can demand. Just 10 years ago to say, now, we ought to

0 have jobs, was immediately stigmatized as a punitive action. I
thought your statement that the persons most able to get work are
perhaps those with the youngest children, was impressive. I don't
want to speak with any real competence on that, but I know I ro-
member when our first child was born, my wife worked for a little
bit and paid for the crib as it were. Anecdotal information is not
much help here, and yet the notion that there should be a prolonged
period of dependent on welfare may not be a very ood idea.

Mr. Coxmi. I can t agree more and I think you hit it right on the
head; I think it is the women's movement that has made it more
acceptable to talk this way, and that you would have been considered
punitive if you mentioned this before And yet, if you go to the front
line, if you go to my community meetings the reaction in those
meetings from the young women and the middle-aged women is, get
me a job. That is the primary source of our discussions continually,
and it has been for years.

But certain advocates in a certain field in the profession would
turn on you and say, oh, no, you are being punitive, you shouldn't
talk that way.

Senator MoYwmAN. It is very interesting. Those ple who tell ui
that you mustn' t jobs for these other people, tey all have jobs
themselves, don't theyI And rather good jobs IThey have a job that
says to others, don't get jobs.

Well, we do thank you very much. I would like personally to tes-
tify that in the more than 10 years, or almost 15 years that I have
been involved in this matter, there has been one level of government
and one level of organization that has never failed to be there, com-
petent and concerned and careful, and that is the National Associa-
tion of Counties. I just want to say that I hope you are proud of
'what you have done. I wish more people knew it.

I particularly thank you, Mr. Chairman.
Mr. JuNGoAs. Thank you.
[The prepared statements of the preceding panel follow:]

TEamoNY or DIIx JuvoAs, COMMISSION OF O COWNWOOI, COU T, Mnw.,
oN BxHALr O THZ NATIONAL AssoCITIoN or CouNTmL

Mr. Chairman, members of the subcommittee, I am Frank Tungas, commis-
lioner of Cottonwood County, Minnesota, and chairman of the welfare and
social services steering committee of the National Association of Counties

4. (NACo). I am accompanied by Forrest Campbell, colfdmissloner, Guilford

7hte National Association of Counties is the only national oranization renticounty government in the United States Trougnh its membershi, urban, suchan, and
rural counties loin together to buad eleetve, responsive county government. The gls
of the organization are: to improve county government,; to serve as the national s *k
man for county governments; to act as a liaion nween the nation's counties and
other levels Of government; and to laeve public undindb of the role Of entst
In the federal system.-
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County, North Carolina and vice chairman for income maintenance and Keith
Comrie, Director of the Los Angeles County Department of Public Social Serv-
ices.

We appreciate this opportunity to testify, because NACo htis worked long
and hard to get comprehensive welfare reform enacted. Welfare reform is the
number one legislative priority of NACo.

We also applaud the efforts of Senators Moynihan, Baker, and Bellmon to
do something about welfare reform in this Congress, while the House seems to
be in a holding pattern. Due to these delays and the high cost of true reform,
the debate has inevitably shifted to an incremental-changes-or-nothing-strat-
egy. NACo continues to support comprehensive reform for reasons I will ex-
plain in a few moments. First, however, let me review some facts concerning
countries and welfare programs.

County governments In the United States have greater involvement in wel-
fare programs than is generally understood. Forty percent of all counties in the
nation directly administer welfare programs and must tax the local property
taxpayers for the county's share of required federal matching. Eighteen states
still have county administered programs, including my own state, Minnesota.
Since the most populous states like New York, California, and Ohio are among
this group, over 65 percent of all the federal welfare costs and approximately
50 percent of the welfare recipients are in states where counties run the pro-
grams. In thos states counties bear a share of the cost of AFDC ranging from
.5 percent to 50 percent. Many county governments across the nation are in
trouble due to the rising costs of federal medical and welfare costs over which
the counties have no control or policy making power whatsoever. In my own
county we have had to increase the budget 34 percent to cover program costs.
The health and welfare costs are now 25 percent of the total budget; and it Is
worse in other Minnesota counties.

lkesldes funding and running welfare programs that we have no say in, our
county welfare departments have to cope increasingly with the problems of
unemployment. People on welfare who can work and want to, can't get off
because there are no jobs or training. People who did work and support their
families find that In extended periods of unemployment, the only place to turn
is welfare-an already complex and overburdened system which can't help them
effectively.

So NACo proposed two basic reforms that are incorporated in the Carter-
Corman bill: (1) A work security and job creation program for persons who
can work, with wage supplements for those whose earnings fall below a fed-
erally established minimum; and (2) A simplified, consolidated income assist-
ance program with uniform federal benefits for persons not expected to or not
able to work. In each program, eligibility would be based on need and income,
so that single persons and childless couples would be included.

From this two-pronged program we hope to achieve a more fair and rational
program of jobs and support for the needy; and a more fair and rational dis-
tribution of the dollars that fund it. Without going into which level of govern-
ment should administer the programs, the counties propose that a greater fed-
eral share of costs is essential in order to achieve a rational jobs and welfare
system that would be fair to all the states and that will lift some of the burden
off local governments.

The annual cost to county government for welfare programs including gen-
eral assistance exceeds $7 billion, which is funded entirely from property taxes.

As you can see from these figures the current cost of welfare programs and
their impact on county government is staggering. This along with a desire to
see a more humane and efficient system for the delivery of welfare services
is why welfare reform is NACo's number one legislative priority.

But I want to mqke it very clear to this subcommittee that welfare reform
ir. not just a fiscal matter to us. We want major revisions in the systems that
serve our poor and jobless constituents. We want a Jobs and welfare system
that better serves the needs of recipients.

Over the past two years we have worked closely with DHEW and DOL in
the development of the Administration's proposal and with the House Sub-
committee on Welfare Reform. Of the several welfare bills now before us, we
sunport HR 10050 as the most responsive solution to our problems.

In a legislative conference last month, NACo's welfare policy makers reaf-
firmed our stand for comprehensive welfare reform. These are elected county
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officials and welfare directors who can fully appreciate the political difficulties
and the widespread skepticism about the possibility of comprehensive reform
in this Congress.

Yet we have had fifteen years of scotch tape and bandaids without signifi-
cant progress toward getting people into the mainstream and off welfare. We
are not ready to settle for half a loaf.

However, NACo's approach to comprehensive reform recognizes the need to
phase in key elements of the overall policy. I want to mention a few elements
which can and must be enacted now, without jeopardizing comprehensive over-
haul of the cash assistance system:

1. Jobs.-Making jobs available to persons able to work and requiring them
to work instead of receiving welfare, is an essential first step in either com-
prehensive or Incremental reform. All of the bills now before Congress increase
the number of Job slots and emphasize targeting jobs to welfare recipients.

2. Expanding the earned income tax crcdit.-Each of the bills before you
would utilize the Earned Income Tax Credit (EITC) to a greater degree.

We support use of expanded EITC to supplement the wages of families that
would otherwise be eligible for welfare. The EITC proposed in Congressman
Ullnan's bill appears to be the best choice but it would have to be amended to
provide adjustment for family siz and cost of living increases, as in the
Baker/Bellmon bill.

3. Job Credit.-The job credit/job voucher approach contained in Baker/
Bellmon could help to secure jobs for welfare recipients and ought to be
enacted as a beginning step for jobs creation in the private sector. Job credit
plans in the various bills favor either 'small businesses or larger industry. A
combination plan should be worked out so that both large and small private
employers will utilize job credits to hire welfare recipients.

4. Fiscal rclief.-Inimediate fiscal relief is basic to any welfare reform legis-
lation. NACo supports the $400 million in the House Budget Committee rec-
ommendation for fiscal year 1979 and urges similar action from the Senate.

NACo has been very insistent that welfare reform must include immediate
fiscal relief. We can not wait until fiscal 1981. The viability-indeed the ex-
istence-of county governments Is deeply threatened by the increasing costs of
federal welfare and health programs which the citizens and elected officials of
thos governments are powerless to control. We need federal intervention and
greater federal cost sharing to put these costs into proper perspective.

We believe that the fiscal provisions for welfare reform should include a
simple straightforward formula for federal-state sharing of costs, and for
fiscal relief, distributed on some reasonable basis such as the revenue sharing
formula or percentage of welfare caseload; and, a clear and continuing hold
harmless provision so that states are not left wvth passing on greater costs to
local taxpayers after the program is in place.

I look forward to answering questions after you hear from Mr. Comrie and
Mr. Campbell.

STATEMENT OF KEITH COMBIr, DiREc'roR, Los ANOELES COUNTY DEPARTMENT Or
PUBLIC SOCIAL SERVICE ON BEHALF OF THE NATIONAL ASSOCIATION OF COUNTIES 1

Mr. Chairman and members of the subcommittee: I am Keith Comrie, Director
of the Los Angeles County Department of Public Social Services. I very much
appreciate this opportunity to present to you my views on welfare reform
legislation.

As you know, several major welfare reform proposals have been introduced
during the past nine months. There are many favorable provisions in each of the
major measures. However, I believe to be truly effective such legislation must
include all of the following five key program elements. I believe the Carter-
Corman legislation comes substantially closer to meeting all of these needs than
any of the other proposals, and I therefore continue to strongly support it. The

IThe National Association of Counties Is the onl national organization representing
county government in the United States. Through ire membership, urban, suburban and
rural counties join together to build effective, responsive county government.

The goals of the organization are to: improve county governments: serve as the
national spokesman for county governments; act as a liaison between the nation's counties
and other levels of government ; and achieve public understanding of the role of counties in
the federal system.
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primary difference between the Carter-Corman legislation and the other major
proposals is a significantly stronger effort to help current female-headed welfare
families Into the mainstream through employment. I will speak in detail on this
issue later In my presentation. Now, briefly, here are what I believe are the five
key program elements needed in welfare reform:

(1) A series of work incentives so that it always pays to work. Currently, in
most states when a father takes a job, no matter what the pay, he and his family
are taken off aid. The system Is, therefore, decidedly antiwork in that in many
cases it pays more to stay on welfare than to take a job.

(2) Intact families must be eligible for assistance. Presently, in some states an
unemployed father must desert his family before they can receive assistance. The
current system can therefore rightfully be called anti-family.

(3) The system must have universal coverage so that persons are aided based
on need rather than family or other situation. The current system has serious
voids because some citizens do not fit into the various federal categories. For ex-
ample, a single woman Is not eligible for help; however a pregnant single woman
is eligible.

(4) The new system must be simple, with benefits paid in cash without the ex-
pensive and administratively complex in-kind supplements such as food stamps.
In-kind programs which categorize people as welfare recipients tend to contribute
to feelings of isolation from mainstream America. In addition, I believe that wel-
fare recipients spend their money just as wisely as non-welfare families.

(5) Extensive efforts must be made to bring welfare mothers into productive
mainstream America. We cannot continue to tolerate the current system where
they are effectively written off.

Let me now concentrate, as I mentioned earlier, on -,hat I believe Is the key
element needed in a truly comprehensive welfare reform package. We must focus
on the plight of our primary caseload-the 10 million AFDC women and children
who are now consigned to a life of poverty and isolation from the mainstream.

In my county, approximately 90% of the almost 600,000 AFDC recipients in-
volve female headed households. Typically, they are young and middle aged
women, abandoned by their husbands, and in the current system are offered very
little help in finding work so they can support themselves and their children. I
am sure most urban areas have similar statistics. To have, therefore, truly
meaningful reform we must target a significant portion of our efforts to these
women.

Our current systems and recent general improvement In the economy and job
market have simply not significantly Impacted our welfare mothers For example,
in the past five years our national workforce has increased from 83 million to 93
million persons. Also, 700,000 CFTA jobs have been created. And finally, the num-
bers of jobs in our country has increased to the point that the average American
family now has two or more wage earners (53% of our American families have
two or more wage earners). Yet on the other hand we have substantially the same
number of female headed welfare families today as we did five years ago. Our
system is simply not working for these people.

Many of these women have lost hope. In addition, the attitude is being trans-
ferred to their children and is causing a steady rise in trans-generational welfare.
Many of you may have seen the Jimmy Breslin syndicated (March, 1978) article
entitled "I Will Get Welfare, Have a Baby, Get a Pad." In essence, these young
women were saying, "I don't look forward to a future with a husband or a work-
Ing partnership to better ourselves and our children"... "I only look forward to
immediately getting pregnant so I can have my own welfare case." I don't be-
lieve this should surprise anyone in that this is the only lifestyle many of them
have ever been exposed to. Let me now add cold, hard statistics to this article.
Our most recent survey shows that in my country 37,000 of our 176,000 AFDC-F(
cases are second generation welfare families! This particular statistic is particu-
larly shocking when viewed in light of the fact that 18 years ago our AFDO case-
load totaled only 22,000 families.

I therefore firmly believe that although all of the five previously diocussed ele-
ments are critical to a welfare reform package, the most critical element is the
fact that we must make a significant investment in our female headed welfare
families. Meaningful welfare reform must focus on moving these women Into the
mainstream by providing jobs and supportive services. This Is why I strongly
support the Carter-Corman package in that it forthrightly takes on this Isue.

Thank you very much for this opportunity to testify. I will, of course, answer
any questions you might have.
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STATEMENT or FORREST CAMPBEEL , COMMISSION, OuLFORD Coui'rn, N.C., ox
BEHAM. O THE NATioNA. AssociTiOl or COUNTirzz'

Mr. Chairman, members of the subcommittee, my name is Forrest Campbell,
County Commissioner of Guilford County, North Carolina. I am Vice Chairman
of the Committee on Income Maintenance of the Welfare and Social Services
Steering Committee of the National Association of Counties.

I am here today to echo my colleagues' support for action on welfare reform.
We applaud the approach to make work always more profitable than welfare and
to insure that a private or non-subsidized public job will always be more profitable
than a special federally funded public service job.

1 The National Association of Counties Is the only national organization representingcounty government In the United States. Through Its membership, urban, suburban andrural counties join together to build effective, responsive county government. The goals of
the organization are: to improve county governments ; to serve as the national spokesmanfor county governments; to act as a liaison between the nation's counties and other levels
of government; and, to achieve public understanding of the role of counties in the federal

- system.
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We support the reliance on CETA as opposed to win as the basic delivery sys-
tem for the jobs side of welfare reform.

As you know, Mr. Chairman, counties are the primary deliveriers of employ-
ment and training programs in this country. Data for fiscal 1977 clearly demon-
strates that fact:

FISCAL 1977 DOLLAR DISTRIBUTION BY TYPE OF PRIME SPONSOR

Total dollars
Percent o (titles I, I1, VI

total prime and summer) Percent of
Type of prime I Number sponsor (million) total dollars

Single county -------------------------------------- 1 81 40.6 2, 119 19.8
Consortium -_ . . . . ..--------------------------------- 141 31.6 2,994 28.0
City. _ .------------------------------------------ 65 14.6 2,053 19.2
RuralCEPS----------------------------------- 4 .9 48 .4
Statewide consortia -------------------------------- 11 2.4 382 3.5
Balance of State- ---------- -------------------- 44 9.9 2,951 27.6
fcdiens, a---------------------------------------------------------------------- 158 1.5

Total --------------------------------------- 446 100.0 10,705 100.0

Prime sponsors are only those designated under title I.
0ne Indian prime sponsor Is designated under titles II and VI and is eligible for II and VI funds.

We have enclosed two charts which provide this subcommittee with a review
of CETA success In fiscal 1976 and for the first nine months of fiscal 1977 when
compared with client characteristics of the unemployed labor force and previous
MDTA and EOA programs. We would be happy to review this data with you.

While NACO considers H.R. 10950 as a positive step which can and should
be built upon, we would like to discuss our reservations about title II of the
bill. These reservations include:

Lack of clarity as to what initiatives will occur to create jobs in the
private sector for welfare clients;

A lack of a guaranteed job for all eligibles expected to work similar to the
guarantee for cash assistance; and

Lack of definition of impact on social service programs.
While realizing that this bill would not take effect until fiscal 1981, we would

still like to see some definition of how private sector jobs will be expanded to
meet the demands of the welfare population in the design of the bill. We question
the over-reliance on public sector jobs, when only lip service is paid to private
sector job creation.

NACO's platform states ... that all adult Americans who are able, willing
.-and seeking work should be given opportunities for useful paid employment at
fair wages." We would like to see that principle incorporated so that each wel-
fare client expected to work will have a job and/or training.

-We are concerned with the implied presumptive role of the employment service
(ES) in section 913 of H.R. 10950 given the ineffectiveness of ES in referring
and placing welfare clients. NACO staff has compiled the enclosed tables (see
attachments) which clearly demonstrate CETA's comparative effectiveness over
.S in serving both minorities and the economically disadvantaged. Recent DOL
data shows 24.5 percent of CETA title I clients being placed in jobs as compared
with the ES record of 7 percent in placing food stamp work registrants. Overall
ES data shows a job placement rate of 22.2 percent when working with a client
population that is 28.8 economically disadvantaged while CETA title I places 24.5
of a client population that is 7&1 percent economically disadvantaged. Many
other examples can be drawn from these tables. We maintain that clients are
best served in the CETA system when the employment service has to prove its
capability locally and compete for funds.

Section 922(2) of H.R. 10950 provides funding from section 941(c) to States
to develop a technical assistance capacity. We feel that this task is misplaced
and should be the responsibility of the Secretary who could more effectively use
the experience of prime sponsors in 50 States to develop a technical assistance
capacity, to this end, we proposed earmarking a small percentage of funds
available to the Secretary for technical assistance to prime sponsors.

4
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NACO is also concerned with impact on existing social service programs when
welfare clients start assuming jobs In large numbers. Certainly, some of the
service needs will be assumed by the jobs created by this program. However, the
title XX social services program will be strained to provide assistance for many
newly eligible persons, especially If the jobs program is effective in creating
Jobs for welfare clients. There will be increased demands for chilet care, trans-
portation, and other job-related supportive services for the job-ready, clearly the
existing social services funding cannot handle an increased load -if other neces-
sary social services are to be maintained. We suggest that the respective roles of
the employment system and the social services system be carefully ,defined so
that services related to employability can be provided within the Jobs system.
At a minimum, higher social servicess costs to States and counties resulting from
welfare reform should be held harmless.

I would be remiss in my responsibility to the citizens of Guilford County if I
didn't take the time to speak to the need for immediate fiscal relief. A high per-
centage of our county general property tax goes for welfare. These costs increase
every year while our property tax has long ago reached the limit that the public
can bear. We need fiscal relief now, not in 1981!

We appreciate this opportunity for NACO to testify. We look forward to
answering your questions.



CHARACTERISTICS OF PARTICIPANTS IN CETA AND OTHER PROGRAMS AND OF THE UNEMPLOYED POPULATION (1976)1

[in percent]

Catfrial
lassification CatoricNl Categorical Total U.S. U.S. U.S.training MDTA O JT E OA omPulow "Wlyd onampl

Chara programs programs programs PEP Title I Title II Title VI 1 w p we

Total-------------- ..... 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0

Sex:
Men ---------- 66.4 73.2 51.9 72 54.0 62.4 64.9 54.4 60.5 6L5
Woman ----------------------------- 33.6 21.8 4.1 28 460 37.6 35.1 45.6 39.5 38.5

Age:Under 22 years ----------------------- 38. 8 35.4 75.0 19 57.1 20.8 22.4 46. 2 33.9 28.7
22 to 44 years 7 - - - - - - - - - - - - - - - - - - - - - -  - 

55.7 43.5 185 66 36.3 64.2 63.8 34.4 38.1 39.3
45 years and ovur .......----------------- 5.5 16.1 6.5 14 6.6 15.0 13.8 19.3 23I.1 32.0

Eduqatso:
8 years and under -------------------- 6.4 8.8 18.7 26 11.8 8.0 8.0 12.9 14.3 14.3
9 tolU y rs -- - ------------- -23. 4 26.6 62.1 74 42.8 16.9 17.6 28.6 24.3 24.2
12 years and over --------------------- 6 5.2 64.7 19.2 -------------- 45.4 75.1 74.4 58.4 60.9 61.6Econom.caly dlsadvantag .-------------- 2.8 38. 2 99.1 3d 77.6 44.1 43.8 (3) (1) ()

Race:
Whjto 65.2 72.1 49.0 60 55.6 65.6 68.0 80.3 80.2 79.5
Black 2.6------------------------------ 22-0-- 420 52 4: 22 19.7 19.8 20.5American Inin ........................ . " .9 "9 .0 -------- 1. 4 44.4 . 34.4 .5 31.0.. 0..l..........--------------------------- ...........

Spamih A a .... 10.6 11.2 17.6 -------------- 14.2 11.2 9.9 6.6 . 0 6.1Limited English-speaking ability 4 ---- - () (z) () .) 5.0 3.6 3.2 () (5) (5)Veterans:
Special Vietnam reo------------------24.8 25.8 7.7 29 3.4 8.4 8.3 6.9 7.9
Oh----r---------- - ----------------------------------------------------- 14 7.5 16.3 17.7 3.5 13.0

.Dab onIto rms are for fiscal 1974, the final year of their operation. Data for PEP are for fiscal yeas 1972 and 1973. For CETA programs daa are for fiscal 197& U.S. uempled popu tla
dab are for car 1976."

2 Not available.
S Includes Sptslh-speaking Ans canrL
4 Spcdal proams lor indians and those with limited English-speaking ability are also pa.;' of title III of CETA.
Large o ta s group reafet tnonftoalcatlonia Puerto Rico by ethnic categoiles on CETA reportforms.
SFrom Indo.Ctinsat Koam theatre of operations from Auus 1964 to May 1975.
Unemtpoyeet data by age groups are mot comparable to CETA date. Thus for the unemployed, read "under 24 yr" and 275 to 44 yr."
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CHARACTERISTICS OF PARTICIPANTS IN CETA AND OTHER PROGRAMS AND OF THE UNEMPLOYED POPULATION (1977)

[In percent!

CateiaMTA
classification Categorical Categorical Total U.S. U.S. U.S.

trirdnig MDTA OJT EOA unemployed unemployed, unemployed
Characteristic programs programs programs PEP Title I Title II Title VI population 15 weeks plus 27 weeks plus

Total ------------------------------ 100.0 100.0 100.0 100 100.0 100.0 100.0 100.0 100.0 100.0

Sex:
M n ------------------------------- 66.4 78.2 51.9 72 51.6 60.8 63.2 54.8 61.2 62.9
Women ------------------------------ 33.6 21.8 46.1 28 48.4 39.2 36.8 45.2 38.8 37.1

Ae:
Under22 years -------------------- 38.8 35.4 75.0 19 50.5 20.0 19.2 33.7 20.8 20.2
22 toyeanrs --------------------- 55.7 48.5 18.5 66 41.8 64.4 64.8 47.1 50.5 49.1
45yearsandover--------------------5.5 16.1 6.5 14 7.7 15.6 16.0 19.2 26.7 30.9Education:

8 years and under -------------------- 6.4 8.8 18.7 26 9.9 &.7 8.7 710.1(1
9 to 11 years ......................... 28.4 26.6 62.1 74 39.5 15.6 17.7 715.8
12 years and over .................... 65.2 64.7 19.2 ..............- 50.6 75.7 73.7 750.8

Economically disadvantaged ............... 62.8 38 2 99. 1 38 78.1 49.8 56.-5........................................
Itac:

Whites I..........-------------------- 65.2 72.1 49.0 60 56.7 67.1 65.0 80.0 79.4 78.6
Black.................... 78.638 22.0279 42.0 40 52 20.0 20.6 24Ame----n I. da' .................. 59 2.2j. ....... ----------------------Other , & ------------------------------------------------------------------------------- 7.3 10.4 & 9 .. .................

Spanish Aenrican ........................ 10.6 11.2 17.6 .............. 13.2 13.7 11.7 6.3 5.9
Limited English-speaking ability 4 ----------- (1) (2) (2) (1) 5.2 5.7 5.0 (3) (2)
Veterans:

Special Vietnam re I ................. 24.8 25.8 7.7 29 3.1 7.4 7.0 7.4 9.0
Other ------------------------------------------------------------------------- 14 7.4 14.7 15.0 9.7 14.1

I Data on categorical programs are for fiscal 1974. the final year of their operation. Data for PEP
am for fiscal years 1972 and 1973. For CETA programs data are for October 1976 to June 1977. U.S.
unemployed popuWaon data are for January 1977 to June 1977.

2 Not Available
A Includes Spanish-speaking Americans.
4 Special programs for ledlans and those with limited English.

a A large portion in this group reflect the nonclassification in Puerto Rico by ethnic categries on
CETA report forms.

a From Indo-China or Korean theater of operations from August 1964 to May 1975.
r BLS projections do not add to 100 percent because statistics on education for persons 20 years

and older.
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CHARACTERISTICS OF FOOD STAMP WORK REGISTRANTS

Referrals as per- Placements as per.
APPS available cent of total APPS cent of total APPS

Total .......................................... 100.0 (2, 559, 899) 15.0 (384,817) 7.0 (179,437)
Sex:

Male ............................................ 61.4 10.3 4.9
Female .......................................... 38.6 4.7 2.1

Age:Under 22 yrs .................................... 21.0 3.5 1.8
22 to 44 yrs ...................................... 60.9 9.8 4.4
45 yrs and over ................................... 18.1 1.8 .8

Education:
8 yrs and under ................................... 12.9 1. 1 .6
9o 11 ys ....... .................... 41.6 6.1 3.0
12 yrs and over ---------------------------------- 45.5 7.8 4.4

Economically disadvantaged ............................ '100.0 a 100.0 '100.0
Race:

White ............................................ 69.7 10.9 5.0
Black--------------------------------------- 23.5) 3 4 1. 6Anerican Indian ---------------------------- 1.0 30.3 24.2 . 1 2.0
Other ......................................... 5.81 .6 31

Spanish American ..................................... 10.6 1.7 9
Limited English--------------------------.... I NA I NA 1 NA
Veterans:

Special Vietr.a-m................................. 9.8 2.5 1.2
Other ------------............................... 7.7 1.4 .6

3 Data from "ESARS National Report No. MAS--70, for period ending June 30, 1977, tables 23 and 24.
1 Figure assumed based upon eligibility requirements for program.

NA-Not available.

CHARACTERISTICS AND PLACEMENT COMPARISON OF EMPLOYMENT SERVICE AND CETA TITLE I
WORK REGISTRANTS

Employment service CETA Title I (June 30, 1977)

Referrals Placement Placements
as percent as percent as percent

APPS available of APPS of APPS Clients of clients

Total ........ 100.0 (12, 178, 341) 45.6 22.2 (2,709,377) 100.0 (1,109,434) 24.5 (71, 811)Sex:
Male ----------- 56.3 26.7 13.1 51.6 13.6
Female .......... 43.7 18.9 9.1 48. 4 10.9

Under 22y ...... 30.9 15.4 8.6 50.5 9.4
22to 44yr ....... 54.7 25.2 11.4 41.8 12.9
45 yr and over.... 14.4 5.0 2.2 7.7 2.2

Education:
8 yr and under... 5.8 1.9 1.2 9.9 1.8
9tollyr ........ 33.0 14.7 8.0 39.5 6.9
12 yr and over .... 61.2 29.0 13.0 50.6 15.8

Economically disad.
vantaged --------- 26.8 12.5 6.8 78.1 17.3

Race:
White ............ 75.9 34.7 16.5 56.7 15.6Black..........19.5 8.9. 6.91
American Indian.. .8 .24.1 .3.10.9 : " 5. 1Other ............ 3.81 1.6

Spanish American... 7.0 3.3 1.8 13.2 3.9
Limited English ..... INA I NA INA .5.2 1.2
Votera ns:

Special Vietnam... 10.3 6.2 2.9 3.1 1.0
Other ............ 6.6 3.1 1.3 7.4 .2

1 Data from "ESARS National Report No. 5-48," for period ending June 30, 1977, tables 6 and 3.

NA-Not ava"labe,
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CHARACTERISTICS OF CETA, ES, AND FOOD STAMP PLACEMENTS (UNIVERSE)

CETAI ES' Food stamps I

Total ................................................ 100.0 (271,811) 100.0 (2,709,377) 100.0 (179,437)
Sex:

Men .............. ............................. 55.6 58.9 69.8
Women .......................................... 44.4 41.1 30.2
Under 22 yr ................. ................... 38.2 38.6 25.1
22 to 44 yr ................................ 52,6 51,2 63.2
45 yr andover .................................... 9.2 10.2 11.7Education:
8 r and under .................. .............. 7.5 5.2 8.6
9 o 11 yr ................-.................... . 28.1 36.4 42.6
12 yr and over ................. .................. 64.3 58.4 48.8

Economically disadvantaged........ ................ 70.5 30.7 100.0
Race:

White .................... ...... ............... 63.7 74.5 71.7
Black ...... .............................. 28.2/ 20. 51 22.81
American Indian ............................ , 236. 3 1.0 25.5 1.3128.3
Other ........................................... 6.91 4.01 4.2

Spanish American .................................... 15.8 7.9 12.2
Limited English ....................................... 5.0 1 NA INA
Veterans:

Special Vietnam ............................. 4.1 12.9 16.8
Other .................................... 5.3 6.0 9.2

1 Data from "USDOL ETA Quarterly Summary of Client Characteristics, Report No. 54," for period ending June 30,
1977, tables 6 and 3.

Data from "ESARS National Report No. 5-48." for period ending June 30, 1977, tables 6 and 3.
I Data from "'ESARS National Report No, MA5-70.'' for period ending June 30, 1977, tables 23 and 24.

NA-Not available.

Senator MOYNIIIAN. NOW we have a particular pleasure. Mr. Robert
Carleson, who was formerly Commissioner of Welfare in the State of
California, and is now in private practice, is going to speak to us.
You are testifying on behalf of the chamber of commerce. Well, you
appear before us like somse ]Iindu god with about 15 personas, "but
we welcome you, of course, and I see that you have brought an asso-
ciate to the table.

STATEMENT OF ROBERT B. CARLESON, ON BEHALF OF THE CHAM-
BER OF COMMERCE OF THE UNITED STATES (ACCOMPANIED BY
MS. LINDA S. McMAHON, ASSOCIATE DIRECTOR OF SOCIAL INSUR-
ANCE AND WELFARE FOR THE NATIONAL CHAMBER AND STAFF
EXECUTIVE OF THE CHAMBER'S WELFARE PANEL)

Mr. CARLESO-N. Yes. With me today is Linda McMahon, who is the
associate director of social insurance and welfare for the national
chamber. She is also the staff executive of the chamber's Welfare
Panel.

I might add, before I get into that, I couldn't help, after hearing
the county's people who were here before me--that I have a lot in
common with them and I have through my career, and I think the
philosophies that I want to bring you today are very similar to theirs.

also, having been a maverick ill HEW for 21/2 years, when I was
U.S. Commissioner of Welfare--and I think you can ask anybody
in HEW and they will agree that I was a maverick. That is probably
the nicest thing they will say about me.
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When you were talking about how you get a department like HEW
to quit tooling around with your statutes and everything, there is
really no way you can do it. Many people have tried, and it is
almost like the young child who has'been given a gun or a rifle for
target practice and misuses it. He does that two or three times and
the only cure is just to take the rifle away from him. I think that
when it comes to HEW, the only solution you are going to have-we
can talk about this and everybody can be shocked and surprised, but
the only solution is going to be to take these programs away from
HEW, give them back to the States and to these counties, all of whom
are doing a much more effective job now than they have been in the
past, and I think it will solve all of our problems.

My name, I might say, is Robert Carleson, president of Robert B.
Carleson and Associates, consultants in management and public pol-
icy. I am a consultant now to Federal, State and local officials on
welfare policy and management and have had experience in this field
as former U.S. Commissioner of Welfare in 1973-75, former director
of the California State Department of Social Welfare, 1971-73, but
actually, I consider myself a career city manager.

I ap'par before this subcommittee as a witness for the Chamber
of Commerce of the United States and as a member of its panel on
welfare reform proposals. We appear on behalf of the more than
73,000 members of the Chamber of Commerce of the United States
to present our views on welfare reform.

The national chamber is concerned about public assistance pro-
grams, their ability to help those in need through no fault of their
own, their costs, and the burden they inflict on taxpayers and State
and local government budgets.

'We have many questions about our Nation's welfare programs. For
example, just how well do they serve those in need and to what extent
do they serve those who might be considered not needy? We are con-
cerned about welfare costs, which have quadrupled in the last 10
years, and the burden that future welfare costs will impose on tax-
payers.

senator Lo.-o. Could you talk a little more slowly.
Mr. CARLESON. Yes, sir. I just wanted to get through in time.
We are also concerned about the future directions of our welfare

programs and their impact upon other social insurance programs
and policies.

The national chamber, is particularly concerned that efforts to
turn over to the Federal Government the bulk of the responsibility
of designing, controlling and administering these programs will
eventually result in the complete federalization of the welfare sys-
tem. By the way, whether we do it incrementally or as Senator
Moynihan says, comprehensive incrementally, or comprehensively, it
is all the same thing.

As our statement will show, federalization of welfare programs
will not solve the problems facing the current system, but will add
to the already enormous cost of public assistance and increase the
number of people dependent on welfare.

We do recognize the need to make changes in our existing welfare
system, and we support comprehensive reform of that system, but
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our approach is to decentralize rather than federalize the programs.
The States should have maximum freedom to create-the key word
there is create-and tailor their own welfare programs, because the
closer the implementation of the programs to the people they are
designed to serve, the more likely the programs will meet the needs
of those individuals who cannot help themselves.

President Carter's better jobs and income program is an example
of comprehensive federalization under which existing programs are
completely overhauled and major decisionmaking authority over the
programs is given to the Federal Government. The Ullman Welfare
Reform Act and the Baker-Bellmon job opportunities and family
security program, which you heard this morning, are examples of
incremental federalization in which changes are made in existing
programs without dismantling them and more authority is given to
the Federal Government to determine how the programs should be
run. I might. add, when I am talking about the Baker-Bellmon
plan, I am thinking primarily of the cash part of the program, not
the job voucher or the job side of the program.

On the other hand, the Michel Welfare Improvement and Cost
Reduction Act is an example of incremental decentralization under
which current programs remain intact while fiscal incentives are
made available to the States to make certain administrative changes
to reduce error and abuses and consequently costs. The approach
endorsed by the national chamber is comprehensive decentralization
under which Federal programs are dismantled, and complete design
and control of welfare programs is given to the States.

The point at issue in the divergent approaches taken by the na-
tional chamber and the legislative proposals before this subcommit-
tee is decentralization versus federalization. T!-i purpose of our
statement is to explain why decentralization is the best method of
welfare reform.

In the debate over which approach to welfare reform will be the
best, it is necesary to specify the goals we hope to achieve, namely
lower caseloads, lower cost, elimination of errors, increase in bene-
fits to the truly needy, equitable treatment of recipients, and work-
able programs. Also, we have to identify both the problems to be
solved and the best type of system to provide solutions.

Why is our welfare system called the welfare mess? A number of
reasons have been advanced. In examining these reasons, we hope
to demonstrate that federalization is not the best approach to wel-
fare reform.

1: "Caseloads are too high." In January 1977, an estimated 26
million persons, 12 percent of the U.S. population, received aid from
just five programs: Aid to families with dependent children,
AFDC, supplemental security income, SSI, food stamps, medicaid
or general assistance. Since there are many more means-tested wel-
fare programs, the total number of people receiving aid is likely to
be somewhat higher, but because some individuals participate in
more than one program, this figure is hard to determine.

In any event, there are too many people dependent on public
assistance today, and the current system perpetuates that problem.
Welfare is more profitable than employment in many cases, and
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such work incentives as the deduction of $30 and one-third, under
which the first $30 plus one-third of the recipient's income is not
counted in determining eligibility for AFDC, plus work-related ex-
penses enables recipients to continue to receive welfare payments
although they are earning enough money to support themselves and
their families.

Federal policies have been the greatest contributor to expanded
welfare rolls. Federal programs, such as food stamps and SSI, have
resulted in many mot persons drawing welfare than would have
been eligible under State eligibility rules. Federal regulations, such
as the $30 and one-third earning deduction, have also bypassed
State eligibility considerations and resulted in many more applica-
tions for assistance.

Despite these handicaps, State agencies in _Imany instances have
been able to bring AFDC caseloads under control during the last
several years with increases falling in line with increases in the cost
of living. I think this is the big story about the welfare debate
between now, in 1978, and back in 1971 and 1972, when things were
out. of control.

On the other hand, Federal programs such as SSI and food
stamps have continued to grow. The SSI caseloads increased from
3.6 million in 1975 to 4.3 million in 1976. Food stamp recipients in-
creased from 442,000-plus in 1965 to over 18 million in 1976.

2: "Costs are too high." In fiscal year 1976, the expenditures for
the five programs just mentioned above totalled almost $40 billion.

Federal expenditures for AFDC have increased tenfold in the
last 25 years. Medicaid costs have more than doubled since 1971, and
food sta1n) costs have gone up from $35.6 million in 1965, when
the prograin was initiated, to $5.9 billion in 1977.

In 1971, prior to the enactment of SSI, when the States had re-
sponsibility for programs to assist the aged. blind, and disabled,'this
cost amounted to $3.9 billion. Five years later, in 1976, after SSI
was in place. the cost was $6.3 billion.

Just a quick aside. When we talk about the aged, blind, and
disabled, we envision the aged, blind, disabled people, the people we
really want to help in our welfare system. Two of the effects of the
federalization of the system have been to loosen eligibility in these
programs in two directions; one in the definition of disability,
which has become so loose that many of the people who are on those
rolls are not really in fact disabled.

Senator MOYN.IIIA.'N. Who is responsible for that problem?
Mr. CARLESON. Part of it was the initial statutory language; the

second part was IIEW's adopting regulations; and the third part,
Senator-and this I have to say in favor of IE -W-it is very difficult
to administer effectively a welfare program at the Federal' level. So
what they did. in order to make is possible to administer, to keep it
from being so complicated that it is going to sink the Social Security
Administration, they ended up with relatively soft definitions of
eligibility.

The other example, for instance, is the assets test. Originally,
Congress wrote into the law that there was a limitation on the value
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of the home. Later on, HEW expanded the assets test until today,
it is practically impossible not to be eligible for the SSI program
based on your assets.

In spite of the fact that State and local governments have a $30
billion surplus this year, they are still crying for fiscal relief from
welfare costs, and taxpayers are constantly complaining about the
proliferation of welfare programs. Yet a comparison of State and
Federal programs shows that the States have demonstrated an
ability to control costs while the Federal Government has not.

3: "The error rates are too high." The national average of AFDC
case error rates was 42.6 percent in 1973 and the payment error rate
was 16.5 percent. Errors include ineligibles, as well as overpayments
and underpayments. But the error rates have considerably improved
through quality control, and in 1976, the national average for case
error rates was 23.2 percent., while the average for payment error
was down to 8.5%, and while these are still too high, they are con-
tinuing down.

The States continue to do an excellent job of controlling errors
and at this level of government, only the District of Columbia has
had a problem. Its error rate is increasing.

Although the Federal Government has an error rate in the SSI
program which is comparable to the State AFDC rate, the case
error rate for food stamps during 1976 was 42.9 )ercent and the pay-
ment error rate was a whopping 28.5 percent. The Federal Govern-
ment has not been any more successful than the States in controlling
errors, and in some cases, it. is much less successful.

4: "Benefits are, too low in some States." I think this is very im-
portant, particularly when we start talking about minimums, as we
find in the Baker-Belimon, and minimums, as we find in the Ull-
man bill. In 12 of the 50 States, benefit levels are below $4,200 a
year for a family of four. In Mississippi, the benefit is only $720 a
year. Even in rural areas of States with a comparatively low cost of
living, that is not enough money for a family to live on at subsis-
tence level.

It is often alleged that welfare clients migrate from low to highi
benefit States and create an unfair burden on the taxpayers in the
high benefit States. Actually, there is evidence that low benefit
States are improving their record. I think this is the second most
significant bit of news between 1971 and 1978. For instance, the
Mississippi benefit will increase to $1.056 a year for a family of four
in July 1978. I think we computed they are going to have almost a
50-percent increase in benefits in 'Mississippi starting in July.

Senator MOYNI-IANX. That sounds positively luxurious.
Mr. CARLESON. I think, Mr. Chairman, the significance of this is

the rapid percentage increase. The one-man, one-vote decision of
the Supreme Court has increased representation for urban areas
and the Voting Rights Act and Civil Rights Act are enfranchising
the poor. As a result, benefits are increasing in previously low
benefit States.

Benjamin L. Hooks, executive director of the NAACP, recog-
nized this phenomenon in a statement before the National Gover-
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nors Association in February of this year. He said that "recently
we have come to the conclusion there has been a change and there
has been a new sense of responsiveness" on the part of State govern-
ments to the needs of the black community.

Will Federal standards reduce the disparity in benefits between
the States? Not if Federal standards fail to recognize differences in
the cost of living in the various States. Failure to recognize such
differences would create two new problems: too high benefits in some
cases and too low benefits in others. If Federal standards do recog-
nize these States-by-State differences, a benefit array will develop
that will roughly parallel the existing benefit levels.

As for the migration factor, there is little evidence to back up
the allegation that migration between low- and high-benefit States
occurs due to the difference in welfare benefit levels.

5: "The system is unfair." Under existing welfare programs,
families with similar circumstances and problems are not always
treated in the same manner. I think others have covered this sub-
ject, so I will skip over this one and get into the next item.

6: "The system undermines family stability." It has been ar-
gued that because low-income families with working fathers are not
eligible for cash assistance, whereas the same family with an absent
father is eligible for welfare benefits which add up to more than the
working father can provide, there is an incentive built into the sys-
tem for fathers to leave home. That is the charge. We have heard it
this morning again.

There is no evidence to show that current programs cause family
breakups. In fact, as was mentioned by Senator Hansen, the in-
come maintenance experiments in Denver and Seattle could indi-
cate that the contrary is true and that it is the guaranteed income
approach which causes family instability. I, by the way, am not
charging that it does, but I think as Chairman Moynihan pointed out
at your recent hearing with Mr. Califano, there is just no real
evidence in to show that aid to single-parent families causes the
breakup of families.

In any event, if the States are unencumbered by Federal regula-
tions and competing Federal programs, they will have a better
opportunity to work out programs which will keep families to-
gether.

7: "The multiplicity of programs is undesirable." There are
more than 55 means-tested programs in effect now providing aid in
the form of cash, medical care, et cetera, et cetera. These programs
are often duplicative and overlapping and because they are so nu-
merous, the bureaucracy required to administer them continues to
grow.

However, a diversity of welfare programs is not necessarily un-
desirable. People are on welfare for a variety of reasons, family
breakup, need for education, disability, lack of motivation, infinite
number, and therefore, they need different approaches to help them
solve those problems. Yet multiple programs can be a problem when
duplication and overlapping of programs, particularly at the Federal
level, brings about a waste of money and an increase in redtape.
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Much of this waste is attributable to the policy judgments being
made by both State and Federal levels of government..

If Federal guidelines and controls are eliminated and each State
is left to develop comprehensive programs of its own, that kind of
duplication and waste can be eliminated.

Therefore, according to the proponents of federalization, the way
to untangle the welfare mess is to give more responsibility for wel-
fare programs to the Federal Government. However, experience
with Federal aspects of current welfare programs discounts this
easy assumption.

As we have pointed out in the examples that we have given, the
best way to get help to the people who need it is to decentralize
the programs and move the creation and administration of welfare
activities closer to the people they serve and to the people who pay
for them. Decentralization will bring about better control of the pro-
grams, thereby reducing error rates, cutting costs, limiting eligi-
bility to those truly in need, making it possible to enforce an effec-
tive'work requirement and increasing benefits to the truly needy.

Now, some people feel that State and local governments cannot
handle the welfare problem. In fact, they feel it is the fault of the
States that there is such a welfare mess. However, this is not the
case. State and local governments have been able to reduce case-
loads, costs and error rates in the programs over which they have
control while increasing welfare benefits. In California, with the
welfare plan we adopted in 1971 under Governor Reagan, within
31/2 years the rolls, which had been increasing at the rate of 40,000
a month, dropped by more than 350,000 persons.

On the other side of the coin, since the program's inception, those
in need through no fault of their own have been given an increase
of over 50 percent in benefits. And as Governor Jerry Brown has
said, the program has worked amazingly well.

According to Governor Michael Dukakis of Massachusetts, that
State has been improving its system tremendously. Governor Bob
Straub of Oregon before the Corman committee pointed up very
proudly, and deservedly so, the really effective operations they are
making in welfare in the State of Oregon. Governor Hugh Carey
reported that the State of New York has reduced its ineligibility
rate in the aid to families with dependent children program from
12.7 to 6.2 percent just since January of 1975, and last year, it held
the line on medicaid costs. I think this is big news from New York.

Last year, the city of San Francisco, through verification and
cross-checking, was able to reduce its caseload from 18,000 to 15,600
and reduce its error rate from 47 to 11 percent and save $10 m;'lion
in that one city alone.

A spokesman for the National Conference of State Legislators
pointed out during hearings before the special House subcommittee
last year that the States have developed outstanding training pro-
grams, methods of reducing errors, and other administrative capaci-
ties. Michigan, for example, has an excellent child support enforce.
ment program and a first-rate quality control program, and its com-
puter capacity is constantly being improved.

32-925---78------8
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Richard P. Nathan of the Brookings Institution has stated

Leaving out New York City and the District of Columbia, there has been strik-
ing improvement in reducing AFDC error rates over the last three years. These

error rates on a national basis have been cut in half.

As John Dempsey, National Council of State Public Welfare Ad-
ministrators and also the Welfare Director of Michigan, states-

Senator LONG. Mr. Chairman, may I just interrupt for a moment?
Senator MOYNIHAN. Surely.
Senator LoNo. I have to go to the floor to offer an amendment.

I will study this statement and I want to thank Mr. Carleson for
his statement here.

Senator MOYNIHAN. You are very kind, Mr. Chairman. I know

the Panama Canal debate is taking place.
Senator LONG. I have to offer an important amendment over

there. I thank the chairman and I am sorry I have got to leave.
Mr. CARLESON. I will skip from my prepared statement the quotes

of the various other people who have said this. One of the reasons
I am quoting these people is because, strangely enough, many of
them have said what a great job is being done at the State and
local level and the county level and then strangely have opted for
some kind of federalization. I am afraid that the real reason that
many of them want federalization is because they have been told
that the only way they are going to get fiscal relief is through fed-
eralization of the programs, and I think there is another way.

That other way would be some form of a block grant. In order to
reconcile the goal of fiscal relief to the States and localities with the
goals of effectivenes and cost control in welfare programs, the sub-
stantive share of the costs of these programs should be covered by
Federal financing in the form of block grants. The States should
have a meaningful share in the financing of the programs through a
matching formula, in order to give them an incentive for effective
and efficient utilization of welfare funds. They should not be ham-
pered by Federal standards which create the facade of State admin-
istration but which actually reduce the States to the status of clerks.

Although the national chamber supports the block grant approach
with full State responsibility for welfare programs, we recognize
the danger inherent in rushing into major public policy changes
without adequate testing of those changes. Therefore, we support
pilot testing of the block grant approach. It would be well to choose
several States to test various methods of welfare reform. Some
should be given complete freedom to establish and run their own
programs without interference from the Federal Government, while
others might utilize the approaches suggested in proposals such as
the administration's Better Jobs and Income Act.

We can try also in some States various elements of the Baker-
Bellmon plan, particularly the voucher plans. I think we can try
some of the elements of the Ullman plan.

After a reasonable period of time, the success of each State's pro-
gram could be evaluated, and we would have a much better under-
standing of what works and what does not work.

The Chamber of Commerce of the United States recognizes the need
for basic changes in our current welfare system in order to bring
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down costs, curtail dependency and give adequate aid to the truly
needy. We support a decentralization of welfare programs, with max-
imum control of those programs exercised by the states.

We support substantial Federal financing through block grants,
with the States required to match those funds to some extent in
order to insure an incentive for fiscal integrity.

Finally, we support pilot testing of any and all proposed welfare
reform measures before any major changes are instituted.

Thank you, Mr. Chairman.
Senator MOYNHIAN. Thank you, sir. Most especially, we thank you.

That was a very carefully. prepared and important testimony for
this committee.

Senator Hansen?
Senator HANSE.s,. Thank you, Mr. Chairman.
Mr. Carleson, let me thank you. I am impressed by your testimony

and even more imprescd by your previous experience in the State of
California and your presence at the national level in helping restruc-
tion, or at least making recommendations for the restructuring of a
number of these programs.

I am impressed with your emphasis that we should not further
federalize programs, that there is real merit in diversity, and that
different ideas can be tested. I think that has real merit.

It seems to me that one of the roles that State universities and
State governments have played over the years-and I could expand
that to include the handling of energy problems-where different
States can try out different ideas has real merit.

I thank you for your testimony and I am certain that it will be
well worth our time to give serious consideration to it. Thank you,
Mr. Chairman.

Senator MOYINHIAN. Mr. Carleson, we are running a bit late, and
I wanted to hear your testimony, so I have five questions which I
would like to give you. We will send them to you, and perhaps you
would help us with some answers from your incomparable experi-
ence in this field. We are particularly interested in your judgment on
this very miserable question about how much do the variations in
State payment levels really reflect different cost of living levels. We
will take advantage of getting some unpaid consultation from you.

Mr. CATLESON. Mr. Chairman, on that point. I will give you the
answer in writing, but just very quickly, there are a couple of things
in the present law that encourage some of those States to have arti-
ficially. low-benefit levels and a couple of those things, if removed, in
my opinion, would cause a relatively rapid rise in benefit levels in
those states.

Senator MOYNIHAN. Would'you give us the details of that? That
is an important idea. You have been at both ends of this. You have
been up here as part of the monster Federal bureaucracy, and you
have been down there as part of the hapless State and local govern-
ments. You are uniquely qualified and we will appreciate your an-
swers. We thank you very much for coming, and we thank you, Mrs.
McMahon.

[The prepared statement of Mr. Carleson and questions of Sena-
tor Moynihan to Mr. Carleson follow:]
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STATEMENT OF THE CHAILDa or Comnnc o0 THE UIrrzD STATES

BY ROBERT B. CARLESON

My name is Robert B. Carleson, President of Robert B. Carleson & Associates,
Inc., consultants in management and public policy, Washington, D.C. and Sacra-
mento, California.

I am a consultant to federal, state and local officials on welfare policy and
management, and have had experience in this field as former U.S. Commis-
sioner of Welfare (1973-75), former Director of the California State Depart-
ment of Social Welfare, and a former City Manager.

I appear before this Subcommittee as a witness for the Chamber of Com-
merce of the United States, and a member of its Panel on Welfare Reform
Proposals.

With me today is Linda S. McMahon, Associate Director of Social Insurance
and Welfare for the National Chamber, and staff executive of the Chamber's
Welfare Panel.

We appear on behalf of the more than 73,000 members of the Chamber of
Commerce of the United States to present our views on welfare reform pro-
posals.

THE NEED FOR REFORM

The National Chamber is concerned about public assistance programs--their
ability to help those in need through no fault of their own; their costs; and
the burden they inflict on taxpayers and state and local government budgets.

We have many questions about our nation's welfare programs. For example,
just how well do they serve those in need and to what extent do they serve
those who might be considered not needy? We are concerned about welfare
costs which have quadrupled in the last 10 years and the burden that future
welfare costs will impose on taxpayers. We are also concerned about the future
directions of our welfare programs and their impact upon other : social insur-
ance programs and policies.

The National Chamber is particularly concerned that efforts to turn over to
the Federal Government the bulk of the responsibility of designing, controlling
and administering these programs will eventually result in the complete fed-
eralization of the welfare system. As our statement will show, federalization
of welfare programs will not solve the problems facing the current system but
will add to the already enormous cost of public assistance and Increase the
number of people dependent on welfare.

We do recognize the need to make changes in our existing welfare system,
and we support comprehensive reform of that system, but our approach is to
decentralize rather than federalize the programs. The States should have
maximum freedom to create and tailor their own welfare programs, because
the closer the implementation of the programs to the people they are designed
to serve, the more likely the programs will meet the needs of those individuals
who cannot help themselves.

President Carter's "Better Jobs and Income Program" Is an example of com-
prehensive federalization under which existing programs are completely over-
hauled and major decision-making authority over the programs is given to the
Federal Government. The Ullman "Welfare Reform Act" and the Baker-Bell
mon "Job Opportunities and Family Security Program" are examples of In-
cremental federalization in which changes are made in existing programs
without dismantling them and more authority is given to the Federal Govern-
ment to determine how the program should be run. The Michel "Welfare Im.
provement and Cost Reduction Act" is an example of incremental decentrali4
nation under which current programs remain intact while fiscal incentives are
made available to the States to make certain administrative changes to reduce
error and abuse, and consequently,- costs. The approach endorsed by the Na-
tional Chamber Is comprehensive decentralization under which federal pro-
grams are dismantled, and complete design and control of welfare programs is
given to the States.

The point at Issue in the divergent approaches taken by the National Cham-
ber and the legislative proposals before this Subcommittee is decentralization
versus federalization. The purpose of our statement is to explain why decen-
tralization is the best method of welfare reform.
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THN CASS AGAINST FEDRRALIZATION

In the debate over which approach to welfare reform will be the best, it is
necessary to specify the goals we hope to achieve, namely lower caseloads,
lower costs, elimination of errors, increase in benefits to the truly needy,
equitable treatment of recipients, and workable programs. Also, we have to
identify both the problems to be solved and the best type of system to provide
solutions.

Why Is our welfare system called "the welfare mess?" A number of reasons
have been advanced. In examining these reasons, we hope to demonstrate that
federalization is not the best approach to welfare reform.
1. "Caseloads are too hij'h"

In January 1977, an estimated 2(6 million persons, 12% of the U.S. popula-
tion, received aid from just five programs: Aid to Families with Dependent
Children (AFDC), Supplemental Security Income (SSI), food stamps, medic-
aid or General Assistance. Since there are many more means-tested welfare
programs, the total number of people rece'ring aid is likely to be somewhat
higher, but because some individuals participate in more than one program,
this figure is hard to determine.

In any event, there are too many peopl, dependent on public assistance to-
day, and the current system perpetuates that problem. Welfare is more profita-
blt than employment in many cases, and such work incentives as the deduc-
tion of "$30 and 1/V" (under which the first $30 plus 1/3 of the recipient's income
is not counted in determining eligibility for AFDC) plus work-related expenses
em bles recipients to continue to receive welfare payments although they are
earning enough money to support themselves find their families.

Federal policies have been the greatest contributor to expanded welfare rolls.
Federal programs, such as food stamps and 81, have resulted in many more
persons drawing welfare than would have been eligible under State eligibility
rales. Federal regulations, such as the "$30 and 1/3" earnings deduction, have
also bypassed State eligibility considerations and resulted in many more
applications for assistance.

Despite these handicaps, State agencies in many instances have been able to
bring AFDC caseloads under control during the last several years with in-
creases failing in line with increases in the cost of living.

On the other hand, federal programs such as SSI and food stamps have con-
tinued to grow. SSI caseloads increased from 3.6 million in 1975 to 4.3 million
In 1976. Food stamp recipients increased from 442,359 In 1965 to 18.6 million
in 1976.
2. "Cost* are too high"

In FY 76, the expenditures for the five programs just mentioned above to-
talled almost $40 billion. Federal expenditures for AFDC have increased ten-
fold in the last 25 years. Medicaid costs have more than doubled since 1971,
and food stamp costs have gone up from $35.6 million in 1965 when the pro-
gram was Initiated to $5.9 billion in 1977. In 1971, prior to the enactment of
SSI, when the States had responsibility for programs to assist the aged, blind
and disabled, this cost amounted to $3.9 billion. Five years later, in 1976, after
SSI was in place, the cost was $6.3 billion.

In spite of the fact that state and local governments have a $80 billion sur-
plus this year, they are still crying for fiscal relief from welfare costs, and
taxpayers are constantly complaining about the proliferation of welfare pro-
grams. Yet, a comparison of state and federal programs shows that the States
have demonstrated an ability to control costs while the Federal Government
has not. For example, the average annual growth rate for AFDC between 1971
and 1976 was 16.29% while the average annual growth rate for the federal
Food Stamp Program during that period was 52.52%.
8. "Error rates are too high"

The national average for AFDC case error rates was 42.6% in 1978 and the
payment error rate was 16.5%. Errors include ineligibles as well as overpay-
ments and underpayments. Error rates have considerably improved through
quality control, and in 1976 the national average for case error rates was
23.2% while the average for payment error was 8.5%.
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The States continue to do an excellent job of controlling errors, and at this
level of government, only the District of Columbia has had problems (its error
rate has increased). Although the Federal Government has an error rate in
the SSI program which is comparable to the state AFDC rate, the case error
rate for food stamps during 1976 was 42.9% and the payment error rate was
28.5%. The Federal Government has not been any more successful than the
States in controlling errors, and in some cases it has been much less successful.
4. "Benefit. are too low in some States"

In twelve of the fifty S!'tes, benefit levels are below $4,200 a year for a
family of four. In Mississippi, the benefit is only $720 a year. Even in rural
areas of States with a comparatively low cost of living, that is not enough
money for a family to live on at subsistence level. It is often alleged that wel-
fare clients migrate from low to high benefit States and create an unfair
burden on the taxpayers in the high benefit States.

Actually, there is evidence that low benefit States are improving their record.
For instance, the Mississippi benefit will increase to $1056 a year for a family
of four in July, 1978. The one-man, one-vote decision of the Supreme Court has
increased representation for urban areas, and the Voting Rights Act and Civil
Rights Act have enfranchised the poor. As a result, benefits are increasing in
previously low benefit States. Benjamin L. Hooks, Executive Director of the
NAACP, recognized this phenomenon in a statement before the National Gov-
ernors' Association on February 27, 1978. He said that "recently we have come
to the conclusion ... there has been a change, and there has been a new sense
of responsiveness" on the part of state governments to the needs of the black
community.

Will federal standards reduce the disparity in benefits between the States?
Not if federal standards fail to recognize differences in the cost of living in the
various States. Failure to recognize such differences would create two new
problems: too high benefits in some cases and too low benefits in others. If
federal standards do recognize these State by State differences, a benefit array
will develop that will roughly parallel the existing benefit levels. As for the
migration factor, there is little evidence to back up the allegation that migra-
tion between low and high benefit States occurs due to the difference in welfare
benefit levels.
5. "The stem ie unfair"

Under existing welfare programs, families with similar circumstances and
problems are not always treated in the same manner. For instance, If a family
on AFDC is able to increase its income well above the poverty level, it can
continue to draw benefits due to the "$30 and 1/3" plus work-related expenses
deductions. According-to the distinguished Chairman of this Subcommittee this
figure can go as high as $29,000 in one county of New York.

A family with less income--whose income was never low enough to qualify
them for AFDC to begin with-is not entitled to any assistance. One of the
reasons that the system Is unfair is the intrusion of federal regulations such
as the "$30 and 1/3" deduction. Without that regulation the example cited
could not occur.

There is concern that families in Mississippi get a much smaller benefit than
a similar family in New York. However, treating recipients in Mississippi the
same as those in New York is not an improvement, because such action would
not take Into account the difference in the cost of living in the two States.
6. "The system undcrmines family stability"

It has been argued that because low-income families with working fathers
are not eligible for cash assistance, whereas the same family with an absent
father is eligible for welfare benefits which add up to more than the working
father can provide, there is an incentive built into the system for fathers to
leave home.

There Is no evidence to show that current programs cause family breakups.
In fact, the income maintenance experiments in Denver and Seattle could
Indicate that the contrary is true, and that it is the guaranteed income approach
which causes family instability. In any event, if the States are unencumbered
by federal regulations and competing federal programs, they will have a better
opportunity to work out programs which will keep families together,
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7. "The multiplicity of programs is undesirable"
There are more than 55 means-tested welfare programs in effect now provid-

ing aid in the form of cash, medical care, food, jobs and training, housing,
education and other goods and services. These programs are often duplicative
and overlapping, and because they are so numerous, the bureaucracy required
to administer them continues to grow.

A divcwsity of welfare programs is not necessarily undesirable. People are
on welfare for a variety of reasons-family break-up, need for education, disa-
bility, lack of motivation, etc.-and therefore, they need different approaches
to help them solve those problems. Yet, multiple programs can be a problem
when duplication and overlapping of programs brings about a waste of money
and an increase in red tape. Much of this waste is attributable to the policy
judgments being made by both state and federal levels of government. If fed-
eral guidelines and controls are eliminated and each State is left to develop
comprehensive programs of its own, that kind of duplication and waste can
be eliminated.
Federalization is not the answer

According to the proponents of federalization, the way to untangle the wel-
fare mess is to give more responsibility for welfare programs to the Federal
Government. However, experience with federal aspects of currnt welfare pro-
grams discounts this easy assumption. As we have pointed out In the examples
that we have given, the best way to get help to the people who need it is to
decentralize the programs, and move the creation and administration of welfare
activities closer to the people they serve and to the people who pay for them.
Decentralization will bring about better control of the programs, thereby re-
ducing error rates, cutting costs, limiting eligibility to those truly in need and
increasing benefits to the truly needs.

DECENTRALIZATION WILL WORK

State and local government capabilities
Some people feel that state and local governments cannot handle the welfare

problem. In fact, they feel it is the fault of the States that there is such a
welfare mess. However, this is not the case. State and local governments have
been able to reduce caseloads, costs, and error rates in the programs over which
they have control while increasing benefit levels.

In California, a welfare reform plan was implemented in 1971, under Gov-
ernor Ronald Reagan. Within three and a half years, the rolls-which had been
increasing at the rate of 40,000 a month--dropped by more than 350,000 per-
sons. Since the program's inception, those in need through no fault of their own
have been given an increase of over 50% In benefits. Governor Reagan's suc-
cessor, Governor. Edmund Brown, agrees than the program works amazingly
well.

According to Governor Michael D. Dukakis of Massachusetts, that State
has improved its system for finding private sector Jobs for welfare recipients,
and 9,000 people (13% of the employable welfare recipients in Massachusetts)
were placed in private sector Jobs last year. Six thousand of those are fathers
who have found their way out of the welfare system.

Oregon Governor Bob Straub notes that his State has successfully operated
a Job location and placement program in conjunction with its welfare programs
for over two and a half years providing work for over 20,000 welfare families.
Of those families, 15,000 have left the welfare system completely, and 91% of
those have been off welfare for over 2 years. Due to the success of this pro-
gram, welfare expenditures in Oregon have been reduced by $3 million.

Governor Hugh Carey reports that the State of New York has reduced its
Ineligibility rate in the Aid to Families with Dependent C'alldren program from
12.7% to 6.2% since January 1975, and last-year It held the line on medicaid
costs.

Last year the City of San Francisco, through verification and cross-checking,
was able to reduce its caseload from 18,000 to 15,600, reduce its error rate from
47% to 11% and save $10 million.

A spokesman for the National Conference of State Legislatures pointed out
during hearings before the Special House Subcommittee on Welfare Reform
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last year that the State have developed outstanding training programs, meth-
ods of reducing errors and other administrative capacities that are most effec-
tive. Michigan, for example, has an excellent child support enforcement pro-
gram, and a first rate quality control program, and its computer capacity is
constantly being improved.

Richard P. Nathan of the Brookings Institution has stated "Leaving out New
York City and the District of Columbia . . ., there has been striking improve-
ment in reducing AFDC error rates over the last three years. These error rates
on a national basis have been cut in half." As John Dempsey, National Council
of State Public Welfare Administrators put it, "States are doing a good job
now-a better job than is generally recognized--of administering cash assist-
ance."
State and local government willingness to asaumte greater welfare reaponabiUlty

As important as whether or not the States can handle welfare reform is
whether or not they want to do the Job. In spite of the fact that mayors, gov-
ernors, legislators and county officials have endorsed federalization, the message
is clear that what they really want is fiscal relief through federal dollars. They
may be willing to pay the price of federalization of their programs to get those
dollars, but most declar- that they have the expertise-grounded in day-to-day
experience with these programs--to run the programs most effectively, effi-
cirntly and equitably. They recognize the need for reform at the state and
local level, and they know what works best with their citizens. If all the
federal regulations are dispensed with, they could make the best use of the
federal dollars they get, cut out duplication and waste, control error and
abuse, and relate to the people who have needs that these programs can fill,
and fit their programs to those needs.

In testimony presented to the Special House Subcommittee on Welfare Re-
form, various state and local officials have commented on the need for state
and local control of welfare programs. Speaking for the National Association
of Counties, Frank Jungas said, "County governments will always be closer to
the people than the federal machinery." Nicholas Carbone, representing the
U.S. Conference of Mayors and the National League of Cities, stated, "Policies
which work counter to local economic development and attendant improvements
in employment conditions because of some theoretical benefit to a segment of
the population need to be re-examined in the light of local economic realities."

National Conference of State Legislature spokesman Irving Stolberg testified,
"The 551 experience has largely demonstrated the inability of the Federal Gov-
ernment to be responsible to individuals at the local level . . . There are tre-
mendous cost savings and other advantages to using state administrative capa-
bilities to their fullest." Keith Molin, Director of the Michigan Department of
Labor, commented that "A statewide perspective is essential If local programs
are to receive the kind of guidance and engage in the kind of coordination they
must have to be successfull"

John Affleck, speaking for the National Council of State Public Welfare Ad-
ministrators, said, "We have direct contact with those who are served by cur-
rent programs and we have developed a sensitivity to and understanding of
their needs." John E. Brandl, State Legislator from Minnesota states, "In this
time of big government, it would also be a sensible return to the Founding
Fathers' notion that on occasion the Federal Government could learn from the
States."

Edward J. Dirkswager, Acting Commissioner of Public Welfare for the State
of Minnesota, endorsed more State control during hearings before a Task Force
of the House Committee on the Budget last year: "I think if State officials are
going to be required to fund and subsidize both Jobs and welfare . . . that
someone in the State must be responsible for it . . . Therefore, I think the
program has to be unified at a State level and unified so that control and
responsibility flow together. This would mean . . . giving the Governor ald
legislature more control."

BLOCK GRANTS

In order to reconcile the goal of fiscal relief to the States and localities with
the goals of effectiveness and cost control in welfare programs, the substantive
share of the costs of these programs should be covered by federal financing in
the form of block grants. The States should have a meaningful share in the
financing of the programs through a matching formula In order to give them
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an incentive for effective and efficient utilization of welfare funds. They should
not be hampered by federal standards which create the facade of state admin-
istration but which actually reduce the States to the status of clerks.

DEMONSTRATION PROJECTS

Although the National Chamber supports the block grant approach with full
state responsibility for welfare programs, we recognize the danger inherent in
rushing into major public policy changes without adequate testing of those
changes. Therefore, we support pilot testing of the block grant approach. It
would be well to choose several States to test various methods of welfare re-
form. Some should be given complete freedom to establish and run their own
programs-without interference from the Federal Government-while others
might utilize the approaches suggested in proposals such as the Administra-
tion's Better Jobs and Income Act. After a reasonable period of time, the suc-
cess of each State's program would be evaluated, and we would have a better
understanding of what works and what does not.

SUMMARY

The Chamber of Commerce of the United States recognizes the need 'for basic
changes in our current welfare system in order to bring down costs, curtail
dependency and give adequate aid to the truly needy. We support a decentrali-
zation of welfare programs with maximum control of those programs exercised
by the States. We support substantial federal financing through block grants
with the States required to match those funds to some extent in order to in-
sure an incentive for fiscal integrity. Finally, we support pilot testing of any
and all proposed welfare reform measures before any major changes are
instituted.

RESPONSES TO QUESTIONS Or SENATOR MOYNIHAN To ACCOMPANY THE STATEMENT
OF THE CHAMBER OF COMMERCE OF THE UNITED STAT£E9 F AMERICA ON
WKLFXAR Rrou, PaoPosAxs--y RoamT B. CARLzoON, APRIL 17, 1978

Question No. I
We have heard a lot in this Committee about welfare reform and some of us

have even been accused of taking rather radical positions on the subject. But I
cannot recall hearing any proposals quite as radical as the one you have just
put forth. Do I understand correctly that you, and the Chamber of Commerce
of the United States, are asking the federal government to pay a "substantive
share" of the costs of welfare, but have little or no hand in administering the
programs? Is that fiscally responsible?-

Answer
The proposal of block grants to the states to replace the present AFDO and

food stamp programs could be considered radical. In our testimony we did con-
tend that there are two comprehensive methods of reforming welfare. One is to
go toward complete federalization and the other Is to decentralize through the
block grant system. We described both of these as comprehensive. According
to my desk dictionary a radical "is- one who advocates radical and sweeping
changes in laws and methods of government with the least delay." I think that
certainly the block grant concept is a sweeping change, however, the Chamber
of Commerce's recommendation is that before we institute it on a national
basis we try it out in about five or six states. I think the fact that It would be
tested before it is put into effect nationally would take it out of the "radical"
category. I think that the advantage of testing it in the states is: (1) we will
find out how different state versions work, and (2) we would end up with
several different models which other states could use when they have the
opportunity to use block grants.

You have questioned the fiscal responsibility of proposing that the federal
government pay a substantial share of the costs of welfare but have little or
no hand In administering the program. We have to consider what we have at
the present time. At present we have an open ended budget. The federal gov-
ernment simply matches whatever the states spend in the AFDC program. It
is worse in the food stamp program where the federal government pays 100%
of the costs of the food stamp bonus on a completely open ended basis. And
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as a matter of act, because of that, the major controls the federal government
has over these programs are through the quality control programs which have
been adopted in recent years in AFDC and food stamps. In addition, because
the federal government wants to bring a greater fiscal responsibility to these
programs, we have been seeing more and more federal regulations which Inter-
fere with the states' freedom to operate. We also have federal constraints on
the categories of persons who can receive aid, the amounts of property they
can have, and so forth. Under a block grant system the states would be freed
from these constraints, these categorical constraints, and could develop their
own programs with their own categories, or, If they choose, without any
exclusive categories at all.

Under the block grant concept, we would have a fixed amount of money
that would go to each state each year. It would be based on what it received
In the most recent historic year before the program was changed and it could
be indexed for inflation and for population shifts. It would be a fixed amount
of money each year and the states would, therefore, have an Incentive to run
an effective and relatively error free program. If they administered a program
with a high amount of error, they would then have to use state money to make
up the difference. So I think that the real fiscal responsibility is that the
amount of federal money for each state would be finite. The states that do an
effective job of administering their programs will have money left over to use
for other welfare related programs. Those states that are inefficient In the way
they run their systems are going to have to finance their additional welfare
programs from their own state funds.
Question Qo.

In your testimony, you refer on a number of occasions to the AFDC error
rfttes. How are those obtained? (AFDC Quality Control survey) Wasn't "qual-
Ity control" an Idea that originated with the federal government?
Answer

At present, the way the error rate data is obtained is that the state auditors
connected with the welfare programs make a thorough field audit of a large
representative and statistically reliable sample of cases within each state to
establish what the error rate Is In the entire program. The federal government
will then audit a sub-sample of the state sample to Insure that the state Is
actively pursuing an effective program of uncovering errors.

Now, as to your question of whether or not the idea of quality control origi-
nated with the federal government. The quality control program in AFDC was
a requirement very loosely administered by the Social and Rehabilitation Serv-
ice back in the very late 60's and early 70's. It was so loosely administered that
the error rates which were reported were artificially low. Throughout the
country, as a matter of fact, the error rates were so low based on unthorough
quality control audits that it backed up the HEW thesis, which has since been
proven a myth, that there was little or no error or fraud in the welfare system.

When I became Director of the State Department of Social Welfare In Cali-
fornia in January 1971 we instituted a thorough and intensive audit of a repre-
sentative sample of cases to find out how much error actually existed In our
AFDC program. We built on the very sketchy and inadequate quality control
structure that existed In the state at that time. The high rates of error that
we uncovered made headlines throughout California and throughout much of
the country. What we were doing through out intensified audit program In
California was first to find out where our problems were by uncovering our
errors in Ineligibility and overpayment, and then act to clean up the program
with administrative and other changes. Approximately a year after California
started its intensive quality control audit for Its own purposes, the State of
New York under Governor Rockefeller followed suit with a very similar audit-
ing effort. New York found the same thing that California did, that they had
very high rates of ineligibility and overpayments. Several other states then
started following suit. HEW then announced a tough regulation that would
have penalized states with high error rates retroactively. The effect of that
proposed regulation would have been to put a completed damper on the efforts
of the states to uncover errors. First, it would have been unfair to States like
California and New York which had been doing an intensive quality control
audit and therefore uncovered a large percentage of errors. The States which
were doing very little and therefore had apparently low error rates because they
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were not auditing effectively would have benefited. But, worse than that, there
would have been a real damper on future efforts. States would not have started
to uncover errors and the States that bad been doing so may have reduced
their efforts because they knew they would lose federal money as a result of
accurate audits. Those regulations, fortunately, were never put into effect be-
cause of the protests from California, New York and several other states.
Instead, we developed, after I became U.S. Commission of Welfare, a plan
whereby the States would be given a six month period to uncover as much
error as they could In their welfare programs to determine how much ineli-
gibility and overpayment existed in order to establish a base from which to
improve. The states were assured that there would be no penalties for the
errors that they uncovered during that first period, and as a matter of fact,
It would be beneficial to the states to uncover as much error as they could at
that time because in the future, they would be Judged on how much they re-
duce their errors, from those found in the initial base beriod. Then, over an 18
month period, the States would take three more audits. If a state were effec-
tively working Its way down toward the tolerable error rate of 3 percent for
Ineligibility and 5 percent for overpayment, there would be no penalty, but if
they didn't meet the benchmark positions in each 6 months, they would lose
some of their federal matching funds. Some of the program has been held up
in court but the fact that HEW has indicated to the States that there would
be an effective quality control program, gave them a free period, and the fact
that the error rates have been publicized in each state as well as the fact that
the States are required to develop their own corrective action plans basd on
their own problems has resulted in a tremendous reduction in error rates In
the AFDC program nationwide.

I think that the principal reason why the States have worked so hard to
reduce their error rates is simply because up to 50 percent of the AFDC cost
Is financed by state funds. The real incentive for the States to reduce error is
to save state money that Is being spent unnecessarily.
Question No. 3

What do you think of the Title IV-D program, which seeks to have support
payments obtained from fathers of AFDC children? How many states haid
adopted such programs before it became federal law?
Answer

I think it is a great program. As a matter of fact, this program Is one that
was recommended by Governor Reagan, by me and by others before the Senate
Finance Committee back in February of 1972. The only complaints, along with
Senator Long, that I have about the program, ie that HEW, which has never
supported the program in the past, is watering it down by making some of the
definitions of what should be required of the mothers very loose. The second
part of your question was "how many States have adopted such program be,
fore it became federal law?" The answer of course is that we don't know
exactly how many states have adopted identical programs; they varied from
State to State. Generally, the concept of seeking out the absent father was very
unpopular in the welfare establishment particularly in HEW and in the state
welfare bureaucracies. Those people in those bureaucracies at the state and
federal levels who wanted to see programs like IV-D were generally not lis-
tened to and had very little support in the welfare hierarchy. This Is one of
the reasons why when Title IV-D was first drafted Senator Long wanted to
place the prog,:am in the Department of Justice rather than in the Department
of HEW. However, several states were pursuing actively the absent father in
relation to their welfare programs. One of the most massive efforts to require
child support started with California's Welfare Reform Program where one of
its most important parts was to require support from the absent fathers of
AFDC children. The state of Michigan was another one of the strong leaders
In this program as were several other states. But the Ingredient of the Call-.
fornis program that was unique was that we induced the counties and the
DA's to participate in the program and raise its priority by giving them finan-
cial rewards for making the program work. Our California welfare reform
provided that the counties could keep most of the state welfare money that
was recovered from the absent fathers and this money could go unrestricted
into the country treasuries. I believe that this fatcor plus many other child
support tools we put Into our Welfare Reform Act Is what moved the child
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support efforts in counties and in DA offces from a very low priority to a
very high priority and resulted in the program's huge success. The Federal
Title IV-D program later provided the same concept that originated in Cali-
fornia. Local governments are permitted to keep a significant portion of the
federal AFDC money they recover through the Title IV-Pprogram. This fiscal
incentive has had a real impact on making the program work. Other significant
things about IV-D are that the programs are administered by the States and
local governments; federal agencies are required to cooperate with the States
in giving information so that the fathers can be located. Information in the
Social Security Administration, the Defense Department, and the Veterans
Administration and other federal agencies is now available to the States in
locating absent parents. In addition, assistance can be had from Federal courts
and the Internal Revenue Service, and for the first time Federal employees'
wages can be attached. I think that this is an ideal type of federal program
where the Federal government provides the tools and the fiscal incentives to do
the job but the States have the basic responsibility for the program. The re-
ward to the federal Treasury is that a good absent parent support program
will result in more fathers supporting their children voluntarily, and their
families, therefore, will avoid going on the welfare rolls at all.
Questidn No. 4

I note that between 1973 and 1975 you served as U.S. Commissioner of Wel-
fare. Could you describe some of the steps you took at that time to move to-
wards the decentralization of welfare you are nvw seeking? (None that I
know of; to contrary, sought to have own version P, welfare reform put upon
states.)
Answer

As I indicated in my opening testimony, I certainly was a maverick in HEW
while I was there. Almost our entire effort was spent on trying to move as
much of these programs to the States as we could. I will give a few examples
of my efforts to decentralize welfare. First of all, I want to indicate we changed
the role of the U.S. Commissioner of Welfare when I went into that Depart-
ment. I intended only to stay two years, I stayed two and a half years. I told
Secretary Weinberger, that I couldn't help the states reform their welfare
program as we had done in California and also operate a federal welfare
bureaucracy at the same time. So we moved the position of Commissioner of
Welfare into the immediate office of the Secretary in & staff role. I had direct
authority to bypass the Washington and regional federal bureaucracy and go
directly to governors, legislators, and the States. The other half of the time, I
was working in an advisory capacity, trying to bring about changes in federal
regulations to give the states more discretion in the area of welfare and to help
them tighten up their systems. Much of what I did involved making recom-
mendations rather than the ability to make actual decisions and changes.

Let me give you some of the examples of some things that happened during
that period. In the AFDC program, for example, one of the problems we had In
California reform was a regulation of HEW's that said you couldn't check or
verify with a third party any information submitted by a recipient or an appli-
cant without first getting the consent of the recipient or applicant in each indi-
vidual verification and then only do it if we had reason to believe that the
information they had given was either incomplete or erroneous. Of course, that
is Catch 22. How do you know if It is incomplete or erroneous If you don't
have the oppotrunity to verify the information with a third party.--When I
came into HEW we proceeded to change that regulation. We had two alterna.
ties. One was simply to eliminate the prohibition so that the states would be
free to do any checking or verifying with third parties that they wished while
respecting the constitutional and other rights of the individuals. Or we could
have replaced that regulation with another regulation that would have given
the States directives with a whole list of factors they would be required to
verify. The list could have been extremely long. And there was certainly a
temptation to use the second option and impose on the States what I might do
in administering a welfare program in my own State. Instead we resisted that
temptation. We simply took the first option and eliminated the prohibition
against the states doing third party checking and verifying. There was no
requirement to do any checking or verifying. However, because federal spend-
ing is open ended with the federal government matching whatever the States
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spend to be fiscally responsible It was necessary to control efficiency through
the quality control program. (See Answer to Question #2.) We told the States
to develop a corrective action plan of how they were going to reduce their
errors and that they file that plan with HEW, but we did not require that
HEW had to approve the plan or could change the plan or could amend it. The
states were and are able to develop any plan of corrective action they choose,
and they are judged only by the effectiveness of their program. Are their
error rates for Ineligibility and overpayments and underpayments going down?
Are they staying the same? Or are they going up? This was an example of not
directing the states, taking a constraint off of them, letting them operate their
own programs and judging them simply by the results.

Another example of my efforts to decentralize was what, in effect, resulted in
the Title XX program. Prior to the Title XX program, and its immediate prede-
cessor, social service spending also was open-ended. The federal government
would pay $3 for every $1 of state money spent in a broad category of social
services. I know that the Chairman and the members of the Committee are
aware that this program got completely out of control in 1970, 1971 and 1972.
Congres- was casting about for a way to bring it under control. I testified in
1972 before Rep. Martha Griffith's Joint Economic Committee, on the need to
put a lid on this kind of spending. I believe I was the only state welfare di-rector who recommended that there be a ceiling put on the spending and that
the money be distributed in the form of block grants to the states based on
population. I pointed out that there were three alternatives. One was thatthere be detailed and constrictive federal regulation if It wera kept open-ended
in order to have fiscal responsibility. The second alternative, to do nothing,
would be fiscally irresponsible. The third, which I thought most desirable, was
to put a lid on the total amount of money available and then distribute it to
the States in the form of block grants with minimum federal interference.
Congress, in effect, ended up doing just that. It put a lid on the spending at
$2.5 billion per year, with money distributed to States on the basis of popula-
tion. States were required to match as before. Eligibility requirements and
other mandates imposed on states were relaxed or removed. At the same time,
unfortunately, HEW continued with its plan to impose a series of very strin-
gent and tight regulations on the program which interfered with the States'
freedom to operate. As a result, Congress did suspend the regulations and even-
tually enacted the Title XX program which is the closest thing we have in wel-
fare to a block grant program. Under Title XX there is an authorized finite
amount of money distributed to the States on the basis of population. The
States are required to match this. Title XX removed most of the federally
mandated services which existed under the previous social services program.
It permits greater flexibility to the States o.n who can get the services and
what services can be provided and I think ona of the most Important things
about Title XX, and this is something I fought for very hard while I was in
HEW, was that the State would be the final decision-maker as to how it would
use its Title XX money-that the final decision would rest with the Governor
of the State and not with the Secretary of HEW which was in the original
draft. I am very pleased with the way Title XX evolved een though I think
there are many things about it that can be improved on--that can give the
States even more discretion than they have at the present tme.

While I was in HEW, and before, I fought unsuccessfully to change many
of the highly constrictive day care standards that were and are driving the
costs of child care beyond reason. Th States would be much better off to use
their social services money on other programs and finance day care with state
money where they can develop their own standards.

A fourth example of my efforts to help decentralize was in the Supplemental
Security Income Program. While I was welfare director in California, I had
opposed the federalization of the program for the aged, blind and disabled, and
I think many of the things that we predicted at that time have come about.
I continue to believe that the program for assistance to the aged, blind and
disabled would be better handled at the state level. However, while in HEW
my arguments were instrumental In permitting the States to have a variety of
different state supplements based on different living arrangements. Of course,
the Social Security Administration, for administrative purposes, would have
preferred that the States not have this discretion. Since that time there has
been a restricting of this abiliy of the States to have variables in their state
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supplementation. I also was successful in getting the Secretary to HEW to
agree that at least California could continue to administer the 551 Program
under contract with the Social Security Administration instead of the other
way around. Unfortunately, California wouldn't take on this responsibility
after the Social Security Administration insisted that California would have to
pay half of the administrative costs. I personally believed if California had
gone ahead at that time and had administered the S81 program (1) they
would have demonstrated to the nation that the program could still be admin-
istered better at the state level and (2) I believe they would bave saved a
tremendous amount of state supplemental money that has been wasted through
errors In federal administration.

A third instance in SSI where I was Influential was in requiring that the
States would be reimbursed for losses of state supplemental money due to
federal errors. The quality control which was written into the State-Federal
contracts was very similar to the one In the AFDC program except that it was
in reverse. In effect, the Federal Government would have to pay the States if
the Federal Government made errors which resulted In losses of state money.

One last example of my efforts to decentralize welfare. When I became U.S.
Commissioner of Welfare, I indicated to governors and other state officials
that we would be willing to send teams into a State, by invitation, to study
and evalaute its welfare policy, its welfare management and make recommen-
dations to the state officials to improve the policies and management of their
welfare program. As a result, five States received a comprehensive review of
their welfare program. Each of these States voluntarily requested a-review.
The review for the State of Pennsylvania was requested by its House of Rep-
resentatives. In the case of the other States, Michigan, New Hampshire, and
South Carolina, our review was requested by the Governors. In the fifth state,
Maine, our review was requested by action of the Senate, the House of Repre-
sentatives and a letter from the Governors.

All reports were in the form of conclusions and recommendations and were
in no way binding on the States.
Question No. 5

Do you have any figures to support your assertion that differences In wel-
fare payments among the States reflect cost-of-living differences? For example,
is It really four times cheaper for a family of four to live in Mississippi than
in your State of California.
A nswcr

Unfortunately there is very "ittle reliable data on the cost of living by state.
Most work done in this area does not treat the discrete needs or costs of basic
necessities for the poor. I do believe, however, based on my experience as a
practitioner at the local, state and Federal level that the single most significant
reason for variations in welfare benefits between and within States is the dif-
ferenee in cost of living. I would admit, however, that there have been other
reasons as well.

I think those of us who have been involved in welfare policy and manage-
ment and others have come to the definite conclusion that often costs of living
can vary as much within a State as it does vary from State to State. Of course,
we also know that there are very distinct differences in cost of living in differ-
ent areas under different living conditions. I believe that what is even more
significant, however, is the difference in the standard of living, and to my
knowledge nothing has been done in researching this area. For example, I
believe that the cost of living In th., South Bronx may be high, but the stand-
ard of living in the South Bronx may be low. I believe there are some places
In the rural parts of our country where the cost of living may be low but the
standard of living is relatively high. I think that the relationship between the
standards of living and cost are easily as important, if not more important,
than the relationship between the different costs of living. You have asked a
question as to whether or not it is really four times cheaper for a family of
four to live in Mississippi than it Is in California (California's AFDC and
food stamp benefits are approximately twice rather than four times higher
than Mississippi's.) I could ask the question a different way, I could say is
someone in the South Bronx who is receiving a welfare benefit level 2% times
higher than in Mississippi living at 2A times the standard of living of the
average person on welfare in Mississippi. I certainly think they are not. But
I guess what I really am getting at is the fact that there are these differences
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and there are a tremendous amount of variables, not only in the cost of living
in the various parts of the country but the various parts of the States and
also the standard of living in the various parts of each of the States and
throughout the country. I believe that this is why we cannot have a national
solution to this problem and why federalization would be moving in exactly
the wrong direction. I believe the States are the only ones who will be able to
determine what the real cost of living is in their areas and how that fits with
the standard of living for the people who have to be receiving welfare. How-
ever, having said that I will agree and will admit that there has been an un-
necessary and unreasonable variation between benefit levels among the States.
Some States have benefits that we know are really too high, that exceed the
poverty level or exceed particularly when we apply all of the income disre-
gards that are permitted or required by federal law. On the other hand, we
know that there are states where the benefit levels have been much too low
and we know that there have been political and historical reasons why this
has been changing. The one-man, one-vote decision, the Civil Rights and Voting
Rights Acts have resulted in an enfranchising of the poor and as a result of
that we can see the benefit levels increasing very rapidly in the South. Our
example in our testimony regarding Mississippi is to indicate that in the middle
of the year there will be an approximately 50% Increase in the AFDC benefit
in the State of Mississippi and I think this demonstrates that the States where
the benefit levels are too low are moving for political reasons to Increase their
benefits.

Now, when you proposed this question originally at the hearing, I indicated
to you that there are a couple of artificial reasons in federal law that are con-
tributing to these low AFDC benefit levels in some of our states and you asked
me to give you those two factors. One of them is the Food Stamp Program. On
my last day in office, October 10, 1975, I testified before a Subcommittee of the
Senate Agriculture Committee and at that time I indicated that one of the
reasons the food stamp program was in so much trouble was because the States
had little incentive for good management because the food stamp bonus or
benefit is 100% federal money while the administrative costs are roughly
50-50, federal and state. At the same time, I also indicated that because the
food stamp benefit is 100% federally financed and AFDC has a lower level of
federal financing there is an incentive for States to keep their AFDC benefit
low so that the income benefits to the families will be low and therefore the
families will be eligible for a higher food stamp budget or a food stamp sup-
plement which Is 100% federally funded. This ensures that a higher percentage
of the overall welfare cost is paid by the federal government. At that time I
recommended that to solve that part of the problem we make the food stamp
program the same sharing ratios of state and federal money as to the AFDC
programs. I also recognized that if the States were required to take over what
could be up to 50% of the costs of their food stamp program, there would be
a tremendous new load on the States so I recommended that a block grant
program be instituted that would provide the States with an amount of money
unrestricted, based on what it was estimated would be the share of the food
stamp costs they would be assuming over a five year period, taking into con-
sideration, Inflation. Then a State if it found that it had excess money because
it was able to administer its food stamp program more accurately, could use
the rest of the block grant for other purposes within the States. This change
will, I believe, result in an increase in AFDC benefit levels In quite a few of
the States and a reduction of errors in the food stamp program.

The other element of federal law that I think contributes to low benefit
levels in at least five States is the old AFDC matching formula. I will not go
into the technical details, but a State has an option of either using the old
AFDC matching formula or using the Medicaid matching formula to determine
bow much federal match will come into their AFDC program. The old pro.
gram which is In effect in only 0 States, encourages a low average AFDC
benefit because it puts a ceiling on the average amount of money that can be
spent per person on AFDC which will be matched by the federal government.
At the present time, that ceiling is $32.00 per month per person, so if a State
pay an average AFDC benefit that exceeds $32.00 per month per person, it
has to pay the additional benefit entirely out of state and local funds. On the
other hand, if the State keeps its benefit to $32.00 a month or below, the per-
centage of federal match can be very high. There are five States in the South
that retain this formula. They are Georgia, Mississippi, South Carolina, Ten-
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nessee and Texas. (One additional State, Arizona, also uses this method but
the only reason it uses it is because the other portion is tied to the Medicaid
formula and Arizona is the only State that had not adopted the Medicaid pro-
gram; it doesn't have the option). Those five States are the five lowest paying
AFDC States in the country. Therefore, I believe, one way to encourage them
to increase their AFDC benefit levels would be to provide that all States use
the Medicaid matching formula for AFDC matching ratios, and provide grants
to those five States for five years to hold them harmless from increased costs
because of the switch from the old formula to the Medicaid matching formula.

I believe that if we make these two changes in Federal law we will realize
a significant increase in AFDC benefits in those five States as well as in other
States that are having artificially low benefits because of the 100% food stamp
federal ratio.

Senator MOYNIHAN. Now, it is a great personal pleasure-for me to
invite Dr. Blanche Berr -tein, who is administrator of the New York
City Human Resources Administration, having previously been the
deputy commissioner of Social Welfare for the State of New York.
As becomes an economist and a scholar, you have arrived with a
rather lengthy statement, Dr. Bernstein, and I offer you the choice of
summarizing it or, as you have been very patient with us, we will
with equal patience and great interest listen to you do exactly as you
wish. Take as much time as you wish. We may have to go and vote
one of these m-oments, but we welcome you.

STATEMENT OF DR. BLANCHE BERNSTEIN, ADMINISTRATOR, NiEW
YORK CITY HUMAN RESOURCES ADMINISTRATION

Ms. BERNSTEIN. Thank you very much, Senator Moynihan.
I took the precaution last night, at the end of the broadcast of the

first episode of Holocaust, of writing out a summary, so what I shall
do, since you do have my written testimony, is try to summarize it
and perhaps pick up just a few things from the written testimony.

I speak mainly from my current responsibilities as the admnnis-
trator of the Human Resources Administration in New York.

In New York City, we spend $1.4 billion for grants to 925,000
welfare clients and for supplements to the Federal grant to about
225,000 SSI recipients. We als spend about $200 million for welfare
administration.

We do need reform of the welfare system. With respect to the
Better Jobs and Incomes bill, S. 2084, there has been much discus-
sion of this bill since it was introduced in August 1977. I support the
inclusion of intact families and single persons in that bill, its em-
phasis on work, and its attempts at standardization. But it doesn't
provide sufficient fiscal relief. Our estimates indicate that the fiscal
relief to New York City in 1981 will be about $66 million.

Senator MOYNIIAN. Let's see, that is $66 million as against the
present total of how much?

Ms. BERNSTEIN. The total local share for grants and administration
currently is running at about $556 million a year, and that is just the
New York City share.

Senator MoyxmnwA. Now, let's get that again. This couldn't be
more important. You are spending about $556 million, and the
President's program will undertake to reduce that by about 10 per-
cent?
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Ms. BE.,-sTEiN,-. I think it is 12, but that is very little.
Senator MOYNIHAN. Of all that $24 billion, you get $66 million?
Ms. BERNSTEI.,N. That is correct, sir.
Senator MOYNIIIAN. You mean, we shall have put this enormous

effort into welfare reform, and nothing will have changed in New
York City?

Ms. BERNSTEIN. There will be changes, but the changes do not
promise any significant fiscal relief for New York City, and we are,

* - of course, very troubled by that.
Senator MoYNIIIAN. I wrote that plank into the Democratic plat-

form in order to get that money out of the New York City budget.
That is one of the reasons why New York City is bankrupt. I har-
rassed the poor President last May to get him to send up the bill
because it was supposed to do something for New York. It was sup-
posed to do two this Fiscal relief was one, and the change in the
system of income maintenance, the other.

And you estimate, Dr. Bernstein, that of the $556 million New
York City share, adding 1 percent of the GNP, which is what this
bill would do, would only get you $66 million?

MS. BERNSTEIN. It will only get us $66 million.
Senator MOY.NIHAN. Do they know that in the White House?
Ms. BEnNSTEiN.. Well, I think so. These estimates have been worked

over and-
Senator 5MOYNIIIAN,. And that is their idea of urban policy?

Is. BERNSTEI-N. It is not our idea of fiscal relief.
Senator MoYxIn\AN. No, ma'am. I did not mean to suggest it was.

Please continue. That is a shock. That is a depressing figure.
Ms. BERNSTEIN. There are other problems with the administration

bill. The grants for emergency assistance are insufficient. The sum of
$100 per month for single individuals who are expected to work is
too low, and the earned income disregard, though better than the
present one, still leaves the cutoff point at too high a level, $12,500
per year.

Senator MOYNHAX-. Do I understand correctly? Mr. Carleson testi-
fied that earnings can be as high as $29,000 in New York City?

Ms. BFn,,sTE .N. Yes, that is correct.
Senator 'MOYNIIIAN. That is kind of crazy. Do you expect any sym-

pathy from Senator Proxmire when he finds that out?
'Ms. BERNSTE:IN. No, I don't.
Senator 'MOYNIIIAN. You have only been there 2 months.
Ms. BEINSTEIN. You have quoted me. I have written about that

figure. I think it is outrageously high and it doesn't make any sense.
Senator 'MOYNIIIA',. It is part of the craziness of the welfare pro-

fession, to let people draw welfare who are earning $29,000 a year
and exl)ect Arkansas to say, hey, those folks need help.

Ms. BEI.NsTEIN. But I might point out, Senator, that is a result of
a Federal requirement and not anything that we have instituted in
New York City.

Senator MOY.N1IIAN. Absolutely right.
Ms. BERNSTEIN. Finally, the administration bill does not provide

enough jobs, and this is an issue which I shall come back to in con-
nection with the Baker-Bellmon bill.

32-925-78-9
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The changes wrought by the House Subcommittee on Welfare Re-
form incorporate some good provisions and some not so good, but
fiscally, it comes out at about the same. The amount of fiscal relief,
again, is in the neighborhood of $66-67 million and it is not enough to
deal with our problems in New York City.

The Baker-Bellmon bill, S. 2777, with its more limited approach
to welfare reform, provides more fiscal relief to New York and to
other urban areas and provides it sooner, beginning in 1980. In 1981,
it would give the city $108 million or $42 million more than the
administration bill and it would indeed provide about 20 percent of
the city's current fiscal burden for welfare assistance.

A word about provision re: 1982. We would love to see New York
State pick up the whole local tab in 1982, but we do not know if it
will. Therefore, we would like to see this requirement eliminated, i.e.,
that the increase in Federal matching will go to 80 percent only if
the State picks up the remaining 20 percent.

Senator MOYNIHAN. Now, let's talk about that a moment. If the
object of the Baker-Bellmon-Ribicoff-Danforth bill went forward,
and the States got 80 percent sharing by picking up local costs, it
would save New York City $560 million, not 12 percent but 100 per-
cent, right, I

Ms. BEP.NSTEIx. Correct.
SenatoI MOYNIHAN. And the question is whether the incentive is

strong enough to make the State do that.
Ms. BEnNSTEIN. It may very well. I certainly recognize what the

Congress is trying to do and I personally support that very strongly.
But as the Rdministrator of the New York City welfare program, I
do not like to take things for granted. Particularly, it is very hard to
determine how the State legislature will feel about this. We deal
always in New York State with upstate New York and the city.

Senator MOYNIHAN. New York City's welfare costs are lower as a
proportion of its budget than the typical upstairs county where, as
you know, they run ak'oind 50 percent. So there would be incentive
across that board.

Let me ask you a question because I have always been of several
minds on this, and as you know, I was secretary to the Governor in
tli 1950s in New York. I have always felt that-although at election
time, the candidates for office in New York City pretend that they
are being abused by the State which won't do its duty by the city-
in fact, the city has a political culture that very much resists the
State's taking over these functions, because they are a form of an
elaborate patronage system within the city itself.

If the city didn't pay for the welfare, you wouldn't have a city
welfare commissioner, and he wouldn't have nine deputies, and they
wouldn't have assistants. You wouldn't be able to maintain a sense
of a separate and somewhat superior culture, which the city does with
respect to the State, erroneously thinking "we care more about our
poor people than the farmers in Delaware County."

What do you think about that? I would put it to you that the city
has resisted turning over to the State things it ought to do because of
the small returns that come with control.

Ms. BEtRSTEm. I think I would agree with your analysis as a
description of the past.
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Senator MOYNIHAN. You think that roughly has been the case in
the past.

Vs. BERNSTEIN. Yes, I would agree. I think not only tbe city
officials, not only previous administrators of the Human Resource3
Administration and their deputies, I would add to that the unions.

Senator MOYNIIIAN. Oh, I am talking about a political culture.
Surely, the trade unions would feel it is better to deal with th,
Mayor than to deal with the Governor. Their influence on a Mayor
has got to be greater because of concentration. And I suppose the
schools of social work are included.

Ms. BERNSTEIN. I would say, however, that that is not the sole
explanation of why we have not had a State takeover.

Senator MOYNIHAN. Not the sole one, but it is not as if the city
has genuinely been seeking this for two generations and can't get it.

Ms. BERNSTEIN. I would agree. I think on both sides, there has
been reluctance to move in the direction of a State administration.

That may change.
Senator MOYNImAN. Dr. Johnson said that the prospect of hanging

wonderfully concentrates the mind, and the prospect of bankruptcy
has had at least a little bit of that sort of impact on the situation.

Ms. BERN STEIN. I agree with that.
To come back to S. 2777, the provision with respect to the 100-

hour rule is all to the good, but it doesn't, in my view, go far enough
in support of the working intact family. Federal participation will
extend only to those intact families who earn less than $4,200 a year,
and this is simply 130 hours a month times the minimum rate of
$2.65 an hour, current rates.

This continuing discrimination against the intact as compared to
the female-headed family, in a society which lays such great store on
families staying together, providing for and guiding their children
and helping them develop, has never made any sense to me, and I am
impatient to see the end of it.

While I recognize that S. 2777 is designed to provide incremental
reform, and I am sympathetic to that approach, I do feel that there
is room for some Federal concern for the single individual and the
two-person family. such as the 60-year-old father and his spouse.

Perhaps the Federal contribution could be set at a lower percent-
age than that for families, but since society must support these single
persons and childless couples if they are in need because they cannot
find work or cannot work, why not a Federal contribution to them?

I have already indicated some criticism of the cutoff point in the
administration bill. The disregard in S. 2777 is such that the four-
person, female headed family can remain on welfare until income
reaches $14,300 per year. The figure is better, of course, than it is
now, but it, is substantially in excess of the BLS lower level of living
which, in the fall of 1977 required about $11,000 per year in the New
York City area. And I would note that on average, it takes 1.3 wage
earners per family to achieve that level in New York City.

I have always been quite fascinated with the figures showing how
many wage earners per family it takes, on average, to reach the BLS
lower level of living, the moderate and the higher level. The figure
keeps going up, and on average, it takes 2.2 wage earners per family
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to reach the BLS higher level of living. I think this must be taken
into acount in the establishment of welfare standards, and there
must be a sensible relationship between the welfare standard, with all
of its disregards, and what the ordinary family can earn doing a
fairly decent moderately skilled job.

In relation to the provisions in the Baker-Bellmon bill for penal-
ties, I must state that the figure is unrealistic; that is, the 4-percent
goal for major urban areas. New York City currently of course ex-
ceeds that goal by a substantial margin. But so do most other large
cities in the country.

We have substantially reduced error rates in New York City over
the last few years and as current administrator of 1IRA, I am
committed to 1,ursuing every avenue to reduce ineligibility and over-
payments, as well as underpayments, further. But I would recom-
mend a system of penalties which recognizes differences between
large urban areas and the smaller towns and rural areas and which
recognizes effort such as has been and will be made in New York City.

Senator MOYNIIIAN. Why has New York City had such trouble'?
Mr. Carleson cited Dr. Nathan saying there hasbeen great improve-
ment in AFDC error rate reduction, save for New York City and
the District of Columbia. Has this got to do with a political culture,
as well? You just get so big that nobody knows anybody?

Ms. BERNSTEI N. The fact is that the city is large and it is difficult
to know about the individual and if the individual hides assets, hides
income, you are not living in a small town where the neighbors might
know about it and might let you know. But I think 1 again agree
with what you implied in your statement. I think if we go back to
the sixties in New York, there was a culture of permissiveness with
respect to the welfare system. I think there was a sense of guilt at the
results of discrimination over preceding decades. There was a very
loose administration. It was the era of self-declaration and of the
recertification by mail, and a denial of the possibility that ineligi-
bility rates were high.

It wasn't until 1973, when the State took over the audit and quality
control function and did a rather thorough analysis, that there began
to be recognition that in fact at that time total ineligibiliy in New
York was 18.3 percent, overpayments exceeded 35 percent, and under-
payments were around 11.

Now, since then, a good deal has been-done. I think particularly
since 1975-and I take some credit for that as deputy adminis-
trator

Senator MoYN.IJiAN. You deserve some credit for that, Dr. Bern-
stein.

NIS. BERNSTEIN. And I work closely with the city. Those rates have
come down. Ineligibility is about 8.6 percent, overpayments about
19.5 l)ercent. But there is still a lot of money that is wing wasted,
and there is no question about that, and we are making additional
efforts.

I might say that for the first time, we were able to obtain access
to the social security wage records, and we have just completed the
first match of the welfare payment file against the first quarter of
1977 wage records. With all the cleaning that has been done and the
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passage of time, we nevertheless have 7,000 hits. as they are called,
meaning 7,000 cases of people who worked in the first, quarter of
1977, were obtaining welfare during that period, and did not report
to us- that. they were working. We anticipate some reduction in the
caseload from this match.

Further, we are now getting the records of the second and third
quarters of 1977, and these should be even more productive because
they are more recent. And we are. doing a great many other things in
the way of matching. We are getting the cooperation of some of the
savings banks, and we have completed a preliminary match on that,
also with some startling results.

So I am confident that we now have the will in New York City to
reduce ineligibility, and I think we can find the ways. We have
already found maly of them.

M.y written testimony includes comments on a number of other
provisions in the Baker-Bellmon bill, but I will not try to summarize
them. I would like to make a plea. for a change in the disability
definition to include addicts and alcoholics. This is particularly a
New York City problem but also is evident in a few other large
urban areas.

We have about 7,000 addicts and alcoholics.
Senator MoYN.,-AN. Dr. Bernstein, are you talking about SSI?
Ms. BERNSTEIN. Which is part, obviously, of the social security bill

and of this.
Senator MoY.NIA.N. Right.
Ms. BERNSTE1N. These people are on home relief in New York

City at a cost borne exclusively by the city and State, and they are
on home relief because in fact they cannot work. But since the pres-
ent law does not recognize addiction as a disability in itself-only if
there are other associated ailments that go with it-we have not
been able to get them transferred to SSI.

Senator MOYNIHAN. Oh, I see. This would apply to people over 65?
Ms. BERN-STEIN. No, under 65. If you are over 65, you qualify for

SSI if you are in need.
Senator MoYxnix. SSI, of course, takes up aid for the perma-

nently disabled, as well?
Ms. BERNxSTEI,. Right.
Senator MOY.-mA.,-. That is an awfully fair point. I would trust

you with it. Would I trust your successor?
Ms. BERN-STEIN. I think you can. I would hope that there will be

some permanent effects of my tenure in New- York. I think also the
atmosphere in New York has changed to some extent.

I would agree again, in the past that provision was handled very
loosely and we saw a big upsurge in the home relief caseload as a
variety of people claimed that they were addicts, but I think that
has been brought under some control. We do have a variety of con-
straints. These peoplee must be in treatment programs. There is
reasonable supervision and reasonable frequent reviews and recerti-
fication of the cases. So I think we have it under control but we
would indeed appreciate a redefinition of disability.

Senator MOYNIHAN. You have a problem, don't you, in that? Is
there any medically acceptable definition of an addict?

Ms. BERNSTEIN. Yes.
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Senator MOYNIHAN. I am not telling you at all; I am just asking.
Ms. BERNSTEIN. Well, perhaps, I should not have answered that so

-quickly. It is in the medical dictionaries. There is a recognition of
addiction and of alcoholism as a medical disease. The problem comes
-and this is where our present difficulty is-in determining, is the
addiction a disability in terms of seeking work. That is the crux.

Senator MOYNIIIAN. Why don't you have the goodness to ask the
medical people in the city government-and they all have friends
here in the National Institutes of Health-what is the medical de-
pendability of that kind of diagnosis? Would you do that for us?

Ms. BERNSTEIN. I will do that. We are pursuing it further.
Senator MOYN IAN. The reality is there. You know it and can

see it.
Ms. BERNSTEIN. Again, as deputy commissioner at the State level,

I devoted a fair amount of time to working with the Federal people
to try to get a change in the regulations, but they always came back
and said, we can't change the regulations unless the law is changed.

But I will try to get-and if you like, I will send it on to you-
the medical definition of addiction.

Senator MOYNIHAN. We not only like, we command.
Ms. BERNSTEIN. In that case, I shall obey.
[The definition of addiction follows:]

DEFINITION OF DRUG ADDICTION AND ALCOHOLISM

SouRcz.-DSM-II Diagnostic and Statistical Manual of Mental Disorders
(Second Edition), Prepared by The Committee on Nomenclature and Statistics
of the American Psychiatric Association, Published by American Psychiatric
Association, 1700 18th Street, N.W., Washington, D.C. 20009-1968, Pages 45-46.

303 ALCOHOLISM

This category is for patients whose alcohol intake is great enough to damage
their physical health, or their personal or social functioning, or when it has
become a prerequisite to normal functioning. If the alcoholism is due to another
mental disorder, both diagnoses should be made. The following types of alco-
holism are recognized:

303.0 Episodic excessive drinking.-If alcoholism is present and the indi-
vidual becomes intoxicated as frequently as four times a year, the condition
should be classified here. Intoxication is defined as a state in which the indi-
vidual's coordination or speech is definitely impaired or his behavior is clearly
altered.

830.1 Habitual excessive drinklng.-This diagnosis is given to persons who
are alcoholic and who either become intoxicated more than 12 times a year or
are recognizably under the influence of alcohol more than once a week, even
though not intoxicated.

303.2 Alcohol addiction.-This condition should be diagnosed when there is
direct or strong presumptive evidence that the patient is dependent on alcohol.
If available, the best direct evidence of such dependence is the appearance of
withdrawal symptoms. The inability of the patient to go one day without
drinking is presumptive evidence. When heavy drinking continues for three
months or more it is reasonable to presume addiction to alcohol has been
established.

303.9 Other (and unspecified) alcoholism.

304 DRUG DEPENDENCE

'Thls category is for patients who are addicted to or dependent on drugs
other than alcohol, tobacco, and ordinary caffeine-containing beverages. De-
pendence on medically prescribed drugs is also excluded so long as the drug is
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medically indicated and the intake is proportionate to the medical need. The
diagnosis requires evidence of habitual use or a clear sense of need for the
drug. Withdrawal symptoms are not the only evidence of dependence; while
always present when opium derivatives are withdrawn, they may be entirely
absent when cocaine or marihuana are withdrawn. The diagnosis may stand
alone or be coupled with any other diagnosis.

Mls. BERNSTEIN. If I may just have one final comment on the jobs
component of the Baker-Bellmon bill. In my view, expectations that
the CETA programs can be phased down in connection with these
welfare reform efforts may be unrealistic, and this is especially so in
New York City where unemployment, as you well know, Senator, is
substantially higher than the national average. Unless economic con-
ditions in the city improve dramatically, the need is for more, not
less, CETA jobs.

Further, while I applaud the emphasis on increasing family sta-
bility or in any event, helping families by allocating 50 percent of the
title VI CETA jobs to AFDC families, this should not be accom-
plished by reducing the number of jobs available to single persons,
especially young people between the ages of 18 to 24, where we have
very high unemployment rates, especially among minority groups.

There has been much discussion this morning about the value of
work rather than welfare and, as you know, I feel personally very
strongly that we must encourage people to work, but it is very difficult
to do this and to run, by the way, an efficient welfare system with a
work test unless jobs are available. So I would plead for understand-
ing of that problem in New York City and an increase in the provi-
sions for jobs.

Senator MOYNIHAN. New York City has lost almost 600,000 jobs in
9 years. There are 18 States in the Union that don't have a work
force as large as the number of jobs that have disappeared in New
York, and that is clearly a special problem for you.

On that matter of addicts, I hope that you could deal with the
question that addicts and, to a somewhat lesser degree, alcoholics are
people who by definition spend a lot of money. They get it some-
where, and that suggests a question about how disabled they are, if
they have the capacity to acquire sometimes extraordinary amounts
of cash.

As you know, we are very much concerned about this whole ques-
tion of error rates. I, not for the first time, admired your candor in
saving that, yes, there was a kind of political culture in the 1960's
that encouraged dependency and a certain kind of what Lenin called
the infantile left with all sorts of wonderful fantasies about bringing
down daddy and mommy by bankrupting the city. I don't know what
the particular origins of the disorder were, but they certainly came
under the heading of what Lenin would call an infantile disorder.
But it ended up with the city going nearly bankrupt..

You have said something very disturbing. I guess I don't want to
pretend too much shock and dismay because I guess I have anticipated
it. But I am disturbed that tremendous efforts of the President's
program carried out in HEW-which in my thinking has as one of
its primary purposes getting welfare costs out of the budget of the
Nation's nost important citie'i-do little of the kind. It is part of the
mentality, I am afraid, of the social. welfare profession that it just
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doesn't strike them that New York City matters. First of all, it
never occured to them that New York City would go bankrupt, and
now, they just refuse to believe it is bankriLpt. They have designed
this elaborate system which, as you say, out of 500, some 66, did
you say?

Ms. BEiRNsm.N. Yes.
Senator MOYNTITAN. We had to go through all that to get $66

million? It bespeaks a mentality. It bespeaks a inindset, don't you
think?

Ms. BERNSTEI-N. I think this partly comes from New York but
partly this is from the Federal Government. I think there wasn't a
realization that in this effort at comprehensive welfare reform, some
aspects of which I must say I am sympathetic to-I certainly am
sympathetic to including the intact family.

But with a high cutoff point at $12,500, we would be including a
substantially larger proportion of the population of New York State
and New York City under a welfare program than we are now and
with the contribution that the bill proposes, the end result-and also,
with the decrease in the emergency assistance and with other pro-
visions-the net result of the whole thing is only a $66-million re-
duction in our burden.

Senator MOYMNTA. That is pretty damned discouraging. It be-
speaks a mindset that is- incapable, among other things, of recogniz-
ing bankruptcy. We are bankrupt, and we are going around to the
Congress begging people to lend us money. Then, when we come to
fashioning a major program-which begins with the acceptance of
the validity of the clsim that there ought to be fiscal relief-11/2
years later, the program is completed, and there is practically no
fiscal relief at all.

Ms. BE RNST EI-,. That is right.
Senator MOYNIHAN-. I have one other question, Dr. Bernstein. One

of the things that troubles this committee is the seeming inability of
New York State and especially New York City to obtain child sup-
port under the 4-D program. What is your thought about that and
what do you want to do?

ls. BERNSTEIN. I might start by saying that the situation that
New York City is in now with respect to 4-I) reflects also that culture
that we were talking about before. When that provision was intro-
duced and implementation required, the general reaction from the
social welfare establishment, if I may call it that, in New York was,
it is a perfectly silly provision. It will never work, we will never get
any money from it. And it is still under attack from the social wel-
fare establishment in New York.

I think that that influenced the early administration of that provi-
sion in New York City. I heard the l)revious administrator say at a
major meeting of State and city officials--one of the more difficult
meetings I have ever attended-that it just won't work; that is what
the high priests of welfare tell him. Well, it is working a bit better
now.

Again, there has been a change over the last year, and I intend to
focus a. good deal of attention on the problem. Collections are going
up, but we are very far from a level that we ought to be achieving in
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New York City. I can only say that we will make a greater effort and
we have a substantial part of the community behind us, but it is going
to take a good deal of work.

Senator MoYNIHAN. You do have somebody behind you?
.1s. BERNSTEIN. Yes.
Senator MOYINi AN. What sort of persons?
Ms. BERNSTEI.Ns. The business community, I believe, is behind us

and speaking up oiL the issue a bit more, and I am speaking up on the
issue.

Senator MoYN-IAN. You are a community in your own right.
Let me ask you a question. This gets into a sensitive area, and I

probably will regret it. I have regretted a lot of things in my life,
and I haven't always been wrong about the things I have come to
regret. It seems to mfie, as I wrote in my book, "The Politics of Guar-
anteed Income," that welfare institutionalizes the exploitation of
women. As I said, this is not everybody's view, but it happens to be
mine.

One would think that if ever there were a case where persons
concerned with women's rights would be alert, it would be the propo-
sition that males who father children can just leave the female who
bears them to raise the children herself. That there should be no
inconvenience attached to the fact, that you happen to be the father
of the child and that the woman should Just be left there because it is
ever her plight.

I)oesn't it strike you as odd that there seems to be so little feeling
that this is almost an institutionalized exploitation of women, that
you should just let women bear children and leave them on their
own? I mean, is it assumed that it is the male who is being op-
pressed when he is asked to pay some part? Is there a. secret male
supremacy movement that controls the inner offices of the welfare
bureaucracy, and no one dares presume to ask a father to pay some
support of the child ?

Is. BERNSTEI.-. I don't think it is male supremacy in this case.
Senator MoyNIHtA-. Now, listen. I happen to know the Free Masons

are up to a lot of things in this country that nobody knows about.
How do you know there isn't a secret male supremacy society right
there in the middle of your administration?

Ms. BERN-SITIN. When I get back to New York, I shall look for it
and if it is there, I shall try to root it out. fGeneral laughter.]

Senator .MOYNIJAN. Seriously, I don't know how much government
can do about that large issue, but don't you think there is a question
that women have rights to have the father of their children share in
the support ?

Ms. BERNSTEI.N. Let me say very seriously, in response to y(r
question, I think we need a change in attituae in certain sectors of
our population of New York City, and I would include in that not
just the social welfare establishment but the family courts and the
judges in the family courts.

We have a good deal of trouble when we go into the family court.
There is a State standard, and I helped develop it, so I think it is
quite good. of the level of support payment that you should expect
from a father at this or that income level. We find that the courts,
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when they issue an order, order less than half of the standard that we
think is reasonable. There is just this attitude that it is sort of unfair
to put this burden on the absent father.

Senator MOYNI-IA N. What a decline of a culture that says, just
imagine asking a father to support his child. How awful when the
State can do it for him.

Ms. BE RNST IN. It is not easy to change this attitude, but we are
trying to.

Senator MOYNIIIAN. God have mercy on us all, Dr. Bernstein.
You have said some things that are very disquieting, very helpful.

I do particularly thank you for having paid so close attention to the
Baker-Bellmon-Danfort -Ribicoff bill, because it is obviously a very
important option before this committee. We need your advice, and we
will come back for it.

I hope we didn't keep you too long today, but on the other hand,
you heard some good testimony. You are a good listener, as well as a
very effective and welcome witness before this committee.

Now, get back to New York and catch some of those male suprema-
cists who are preventing the laws of the country from being carried
out.

Ms. BERNSTEIN. Thank you very much.
[The prepared statement of Dr. Bernstein follows:]

STATEMENT OF DR. BiANCIE BERNSTEIN, ADMINISTRATOR/CO.MMISSSIONER,
NEW YORK CITY HUMAN RESOURCES ADMINISTRATION

INTRODUCTION

Mr. Chairman, members of the Subcommittee on Public Assistance-I am
Blanche Bernstein, Administrator of the New York City Human Resources
Administration. On behalf of the City of New York and the New York City
Human Resources Administration, I would like to thank you for Inviting me
to speak before you on the subject of Welfare Reform. My testimony today will
reflect my experience as Deputy Commissioner of the Division of Income
Maintenance with the New York State Department of Social Services; as well
as my current responsibilities as Administrator of the New York City Human
Resources Administration.

The $1.6 billion welfare budget for New York City consists of $1.4 billion for
grants to 925,000 clients and for SSI supplements and an additional $200 mil-
lion for the administration of the program. It represents 12 percent of the City's
Expense Budget and is supported by $556 million in City funds as well as State
and Federal monies. As such, it is one of only 12 localities whose states require
that they contribute a local share to the support of welfare. You can well
understand my interest in welfare reform which is aimed at streamlining
administration and providing fiscal relief to states and localities. As Admin-
istrator of HRA, I am committed to eliminating waste and abuse in the wel-
fare program. We have instituted numerous cost containment projects and
additional ones will be initiated shortly. Even with Herculean efforts, however,
the problem cannot be solved by local levels of government.

The current welfare system is in need of reform and this reform must occur
at the Federal level.
The better jobs and income bill

The Better Jobs and Income Bill (S. 2084) is a significant attempt at such
reform. Since its introduction in August 1977 there has been much discussion
and debate over its provisions. As I am in general agreement with the posi-
tions detailed by New York City's Administration over the past nine months,
I will not present a detailed analysis of the bill today. Rather, I will highlight
its most noteworthy points.
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I support its Inclusion of intact families and single persons, its emphasis
upon work, and its attempts at standardization. However, while I support
these basic principles, I do not necessarily agree with the bill as written.

To begin with, the amount of fiscal relief it would provide is far from ade-
quate. Our latest analysis indicates that New York City would receive only
$68 million of fiscal relief in 1981.

The bill's provision for a basic federal grant level is compromised by the
requirement of a 10 percent state/local share.

While the bill makes federal funds available to share in the cost of supple-
mentation above the basic grant level, the bill also sets limits on the amount of
allowable supplementation. Portions of the grant above these limits would not
receive federi'l support. Thus, the provision for supplementation is compromised
because, for many individuals, these limits are below our current grant level.

In addition, there are no provisions for periodic cost of living increases.
I am concerned that the block grant allotment for emergency support will be

inadequate. Since the welfare reform program would be a substantial depar-
ture from the current program, these emergency funds would have to be used
for expenditures which were formerly part of the individual grant. Because of
this change, we should let experience determine the appropriate level for
emergency assistance funds before placing a cap on them.

The two tier benefit system is philosophically desirable, however, in practice
an individual cannot live on less than $100 per nionth. I am referring to an
individual who cannot find a job in the private sector but who is expected to
work though not eligible for a public sector Job. I am by no means advocating
public support to individuals who refuse to work. I am merely pointing out
that the provisions in the proposed bill are inadequate in this regard.

The earned income disregard is another example of a good theory poorly
translated into action. The amounts proposed disturb me for two major reasons.
First, a family of four earning as much as $12,500 will still be eligible for
welfare supplements. Second, Medicaid eligibility levels are currently linked to
welfare eligibility. Under the proposed program this would no longer be so and
a separate eligibility determination would be required for Medicaid.

Finally, I would like to voice my concern that there will not be enough jobs
to meet the demand. I say this because no priority is given to welfare recip-
ients for these jobs. Rather they are open to non-recipients as well. I also
question the feasibility of a jobs program that does not allow for payment of
prevailing wages instead of the minimum.

I do not wish to convey a negative attitude toward welfare reform. I am
very much in favor of a reform and am pleased to see that legislative interest
continues as new proposals are introduced.

House Subcommittee revision of BJI
The House Subcommittee on welfare reform, after much discussion and testi..

mony, has amended the original Better Jobs and Income Bill. Their revised
version (HR 10950) incorporates a number of the City's recommendations
such as the elimination of the lower tier benefit level during the Job search
period when the unemployment rate is high. It also raises the allowable sup-
plementation level to coincide with existing grant levels and it increases the
benefit reduction rate. Alternatively, the revised bill incorporates a number of
provisions that the City does not support. For example the requirement that
childless 18 to 24 years olds file for assistance as members of their parents'
households instead of as a separate household. The long and the short of it is
that while some of the changes would save the City money, others cost us
money. Our end position, in terms of fiscal relief, is basically the same as under
the original bill. Let me turn now to the Job Opportunities and Family Sup-
port Act.
Fiscal relief

As I stated earlier, one of our primary concerns in any Welfare Refor,
Legislation is Fiscal Relief. Towards this end we have long sought an increase
in the Federal Matching Rate, to at least a 75% share, with implementation to
be accomplished as quickly as possible. 8.2777 with its limited approach to
Welfare Reform would provide New York City with more significant Fiscal
Relief than th-at provided by the more Extensive Administration Proposal. In
1981, for example, the Administration's Bill would provide New York City
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approximately $66 million In savings whereas the Baker Bill would provide
$108 million or $42 million more In savings.

This means that New York City would save 12% of total current welfare
costs under the Administration's Bill compared to 20% under the Baker Bill.
We applaud this step as a means of bringing States and localities the assist-
ance they desperately need to ease the crushing burden of public assistance
payments they now bear. We would hope, though, that the timetable for Im-
plementation of this Fiscal Relief could be speeded up in order to reduce the
enormous load we now carry.

8.2777 will provide a 70% match In 1981 and might bring us to the 80%
Federal match within 4 years. I say "might" because of the requirement that,
in order to receive the FY '82 Increase In Federal Financial Participation, a
state could not require a political subdivision to pay for any portion of aid to
needy families with children. Obviously, we in New York City would love to
see our State Government assume this responsibility. We hope it will. How-
ever, since we can't be sure it will exercise this option, our preference would
lie with eliminating this requirement as a condition for receipt of the final
10% increase In the Federal Match.
Elimination of work connection requirement

8.2777 contains another significant improvement over current law which, al-
though not of major fiscal Import to the City, does provide some relief. I refer,
of course, to the elimination of the "Work Force Connection" requirement and
the replacement f the "100 hour rule" by the rule of 130 hours times the mini-
mum wage. In New York City, we estimate some 3800 families comprising some
20,000 persons now receiving general assistance payments, could qualify for
coverage. This would reduce our local expenditures by approximately $343,000
a month.

'More importantly, in those jurisdictions which do not now have an AFDC-U
program (or a general assistant program locally funded), but which would
be required to enact one under this bill, families will not be encouraged to break
apart in order to qualify for Public Assistance.
Intact childless families and single persons

Although I realize the bill was drafted to take an incremental approach to
Welfare Reform, I believe it does not go far enough in support of intact fam-
ilies. Under the provisions set forth, federal participation will extend only to
those intact families who earn less than $4200 per year. This is substantially
below the welfare grant level for a family of four in New York of about
$5,500 excluding the food stamp bonus and net of work expenses and taxes.
This continues the pattern of discrimination against those intact families who
are working, staying together, providing parental guidance to their children
but who don't earn enough to support their families without public aid. It
passes on what is legitimately a federal obligation to those states and localities
who have provided general assistance. This federal obligation has been recog-
nized in the Administration's B.J.I. bill.

The Administration's B.J.I. bill recognized that there is a federal responsi-
bility for providing aid to this group of citizens. I urge you to consider includ-
ing this group for coverage in any legislation you propose.

I feel very strongly that this failure to provide federal assistance for work-
ing, Intact families leads to individual family decisions to break up in order
to qualify for AFDC. I urge you to consider in adopting this legislation a
policy that will not make it fiscally advantageous for a parent to leave his
children.

I am also very much concerned that this bill does not deal at all with those
childless couples and single Individuals who can work, want to work, but can't
find ajob. Unemployment Is a national problem and States have very little
ammunition in their arsenals to tackle the root causes. In New York City we
are requiring about 40,000 employable recipients to report every two weeks to
the Labor Department for jobs. They report and mostly come away empty
hand d. The cost of supporting this population is borne by the State and the
City. The answer for this group Is to provide jobs. Where this bill strengthens
the CETA programs some aid is provided, but it is not sufficient. Further, we
have an additional 60.000 single persons or members of two person families,
such as 60 year old husband and spouse, on welfare who are not employable.
These people are entitled to assistance from society. I would hope for some
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federal contribution to the costs of maintaining the single person and couples
who cannot find work or cannot work, though perhaps less than the federal
contribution to assistance to families.
Earned income disregard

I note that this bill attempts to deal with the issue of putting a cap on the
amount of money which a reciplient can earn before he is removed from the
public assistance rolls. I believe my views on the Inequities fostered by the
earned income disregard as they now exist In the Social Security Act are well
known. Theoretically It is possible for an AFDC family to earn as much as
$29,000 and still receive some public assistance benefits. People have asked me
whether I ever came across such a case. I haven't. I have, however, come
across a case where a mother of one child was earning $13,000 and still entitled
to receive public assistance. I have worked out the figures for a family of four
based on the proposal in this bill. A mother with three children paying child
care of $300/month would have to earn In excess of $14,300/year before she
became ineligible for public assistance payments. When you consider that the
Bureau of Labor Statistics reports that, in the fall of 1977. a family of four in
New York City required about $11,000 for a lower standard of living, and, that
on average, it takes 1.3 wage earners per family to achieve this level, this bill
has not yet erased the inequities between the working family who never asks
for public aid and the family who had public assistance and gets a job. There
have been many proposals for an earned disregard formula that achieves the
goal of providing an incentive but cuts off public benefits before the assisted
family's income outdistances the non-assisted family's Income. I am sure that
most of y6u are familiar with these alternative proposals and I don't want to
take the Committee's time by repeating them except to point out that whatever
legislation you enact has to balance the need to provide an incentive to enter
the labor market with the need to avoid disincentives to those who are working
and maintaining their families without public aid.
Quality control penalties

S. 2777 provides a penalty for quality control errors, both over and under-
payments resulting in dollar losses in excess of 4%. As you know, I believe that
public welfare administrators should do everything they can to reduce ineli-
gibility and to insure that eligible recipients get the correct amount of benefits.
New York City has made significant strides in accomplishing these objectives.
From an ineligibility rate of 18.3% found by Quality Control in the base period
of April, 1973, the percentage has been reduced to 8.4% in the last half of 1977.
Overpayment errors have fallen from 35.2% to 19.4% in the same period. De-
spite these strides, we are not satisfied and will continue to pursue every avenue
open to us to reduce ineligibility further.

At this point of cost of payments to ineligibles and overpaid cases in New
York City is $154 million, far in excess of 4% of expenditures. I firmly believe
that penalizing states or localities that have made every effort is not the way
to achieve continued reductions in errors. I also do not believe that you can
measure the performance of states across the country by setting a national
percentage factor. Ineligibility comes primarily from concealment by the re-
cipient of salient facts. Administering the welfare program in rural and low
density areas is very different than administering the program in large cities.
An investigation of Ineligibility in a small town where most people know each
other is bound to yield different results than an investigation in a dense ghetto
area where residents are loathe to give information to public officials.

In dense urban areas where a significant percentage of the population is
receiving AFDC, administrators have to use different techniques to insure
eligibility. In our efforts to improve our techniques we have visited and studied
most of the large cities in the nation. Like New York City, they experience the
same difficulties in ascertaining the facts that establish eligibility. In the
course of our studies, we also noted that some states do better than we do
because their state plans block out some of the possibility of error. For ex-
ample, if a state plan calls for one payment to include all items of need they
will never make a shelter payment error. On the other hand, a state providing
a shelter allowance based on actual rent and sharing the allowance between
public assistance and non-public assistance recipients can and does make errors.

I would like to suggest an alternative because I can understand Congres-
sional concern to reduce error. The Congress might suggest to the Secretary of
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HEW that he require every state to submit a plan aimed at error reduction.
The Secretary should be required to review the plan, make suggestions, consult
with state administrators, and sign off on the plan. Performance In the plan
should be measured with penalties tied into non-performance. I don't believe
any public welfare administrator thinks he has all the solutions and, I suspect,
would certainly welcome suggestions to improve his performance. I know I
have welcomed the Secretary's views on improving the operations here in New
York City.
Foster care/adoptive subsidies

In reviewing S.2777, I was gratified to see the Deletion of the Foster Care
Expenditure Cap contained in the Senate version of H.R. 7200. Enactment of
such a limit would go a long way toward reducing the Fiscal Relief States and
Localities now desperately need. I urge that any legislation dealing with this
subject not contain such a provision.

I was also delighted to see two new and welcome groups made eligible for
Federal financial participation in the Foster Care/Adoption area. Most impor-
tant in my view, is the provision for subsidized adoption. New York State has,
within the past year, enacted legislation to provide such assistance for handi-
capped and hard to place children in Foster Care. With additional Federal
monies made available, this program can be expanded to provide additional
opportunities for the most forlorn of our children and offer them a chance for
a stable life. I think inclusion of such funding is critically important for their
future.

Along these lines I also support the inclusion of Public institutions where up
to twenty-five children in Foster Care reside as eligible for federal funding.
This will encourage states to move away from the large institutional settings
of prior days and accelerate the development of smaller, more community-
oriented facilities where such youngsters can better develop socially and
emotionally.
Additional provisions-Mechanized claims processing

By extending increased Federal reimbursement to the Aid to Families Pro-
gram for the Installation of computerized claims processing and Information
retrieval systems, a strong Incentive Is supplied to states which have consid-
ered this method worthwhile, but were unable to Implement it because of fiscal
considerations. New York does have legislation on the books authorizing such
systems and will, I'm sure, find these additional funds helpful, as well as the
technical assistance that goes with it.
Emergency aasistanoe

S. 2777 contains some new provisions which would substantially change the
Emergency Assistance to Families Program.

By placing a ceiling of $150 million nationwide, the current open-ended
funding would terminate. However, by increasing the Federal reimbursement
rate to 100%, and alloting available monies on the basis of a state's need, we
believe no significant fiscal problems will occur. Furthermore, the additional
flexibility given to states in determining eligibility for these funds is most
welcome and a marked improvement over the way we now operate, especially
the opportunity offered to grant such assistance to single individuals.

881 issues
The provision progressively lowering the SSI age limitation to 62 by 1982 is

a potential source of fiscal savings, should the "Under 65's" not be covered by
Federal financial matching under a final Welfare Reform bill. Although these
savings would be small, we welcome any assistance offered.

Finally I should like to touch on a problem perhaps more important to
New York City than most other urban areas in the country, and that is the
provision of public assistance to needy drug addicts and alcoholics. We now
support 7,000 such individuals on Home Relief in New York City at a cost to
State and City of approximately $16.8 million annually because the current
interpretation in Social Security disability regulations prevents payment of
SS1 benefits to an individual addicted to drugs or alcohol unless such indi-
vidual is found to be disabled by reason of some mental or physical Impair-
ment not associated with these conditions. Although there is recognition than
an addiction to drugs or alcohol may adversely affect or cause some other
Impairment, there is no provision for allowing benefits where the addiction
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itself causes the functional loss. Yet, there is now general acceptance that
drug and alcohol addition are medically recognized as diagnostic entities and
are listed in all standard references categorizing diseases. In addition, the
disability program is inequitable to this segment of the population because
addiction is known to be a condition that prevents work under circumstances
than can be described. The SSI legislation, Section 1611 (e) (3) of the Social
Security Act, provides for treatment and monitoring of drug addicts and alco-
holics as a condition of payment which seems to indicate that it was the
Congressional intent to find such individuals disabled.

New York experience has been that addicted persons under treatment re-
quire long periods for restoration of ability to work on a regular basis. Many
such individuals under treatment have emotional problems, not severe by them-
selves, which prevent them from continuing in treatment for sufficient periods
to achieve recovery. Therefore, new legislation is needed to rectify this situ-
ation.

We propose an amendment to the definition of disability under Title XVI,
Section 1614 be added to include the following concepts:

1. For the purpose of this Title, alone, an individual may be considered dis-
abled if he has been medically diagnosed as addicted to alcohol or such drugs
as heroin and is not engaging in substantial gainful activity.

2. Such addictions will be presumed to be expected to last for a continuous
period of not less than 12 months.

JOBS COMPONENT OF WELFARE REFORM LEGISLATION

As proposed, the welfare reform legislation does not provide a sufficient
number of public service jobs. Expectations that the CETA programs can be
phased down in connection with the welfare reform efforts may be unrealistic.
In New York City, where chronically high levels of unemployment exists, the
current CETA public service employment programs must remain operational
at levels which are correlated to local unemployment levels. As of February
1978, the national unadjusted level of unemployment was 6.9% and approxi-
mately 725,000 public service positions were filled; in New York City unem-
ployment was 9.8% and public service positions numbered approximately
26,000. Unless economic conditions improve drastically, the need is for more
not less CETA jobs. Further, the proposed eligibility requirements for P.S.E.
participation are more restrictive than the current ones. The proposal limits
the ability of major portions of the unemployed, including singles, childless
couples and youths, to obtain needed public service jobs. While I applaud the
emphasis on increasing family stability by allocating 50% of CIETA Title VI
jobs to AFDC families this should not be accomplished by reducing the number
of Jobs to single persons, especially youth or the childless couples. Adopting
any wage rate which is not the prevailing entry level wage for these classes of
positions establishes a dual system of compensation for employees.

The City strongly supports the efforts of Congress to provide incentives for
private sector development of jobs for eligible applicants. However, the voucher
subsidy system is ,administratively complex; the tax credit and the voucher
systems require evaluation to determine whether incentives provided are
reasonable; and both systems do not provide assurances that jobs developed
will be geared toward permanent unsubsidized employment. Though time con-
straints do not permit us to evaluate this matter in any greater detail, the
jobs components of the proposed legislation address a variety of issues which
are of concern to the City of New York and extensive analysis and review is
required.

Senator MOYNIIIAN. Now, as our next witnesses, we have a panel of
Mr. John Cosgrove, who is the legislative director of the Public
Employee Department of the AFL-CIO; and Mr. David Crippen,
who is executive director of the California State Social Services
Union, who is here on behalf of the Service Employees International
Union of the AFL-CIO; Lois Balfour, of the Boston Social Workers
Guild; Andrew Stern and Jane Perkins, of the Pennsylvania Social
Services Union: and Gail Wright, of the Rhode Island Alliance of
Social Service Employees.
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Now, I don't know your names, other than Mr. Cosgrove. Good
morning, sir, and welcome to the committee. Would you introduce
your associates?

STATEMENT OF JOHN E. COSGROVE, LEGISLATIVE DIRECTOR, PUB-
LIC EMPLOYEE DEPARTMENT, AFL-CIO; DAVID CRIPPEN, EXECU-
TIVE DIRECTOR, CALIFORNIA STATE SOCIAL SERVICES UNION,
ON BEHALF OF THE SERVICE EMPLOYEES INTERNATIONAL
UNION, AFL-CIO, ACCOMPANIED BY: LOIS BALFOUR, BOSTON
SOCIAL WORKERS GUILD; ANDREW STERN AND JANE PERKINS,
PENNSYLVANIA SOCIAL SERVICES UNION; GAIL WRIGHT AND
MICHAEL BERNSTEIN, RHODE ISLAND ALLIANCE OF SOCIAL
SERVICE EMPLOYEES; AND STANLEY WISNIEWSKI, DIRECTOR OF
RESEARCH, SERVICE EMPLOYEES INTERNATIONAL UNION,
AFL-CIO

Mr. CosGROVE. Thank you, Mr. Chairman.
I will ask Mr. Crippen to make the introductions, if he will do

that, since he is more acquainted, I think, with the members of the
panel.

Mr. CRIPPEN. I am David Crippen. I am the executive director of
the California State Social Services Union, accompanied by Andrew
Stern of Pennsylvania, Michael Bernstein of Rhode Island, Lois
Balfour of Masachusetts, Jane Perkins from Pennsylvania, and Gail
Wright from Rhode Island.

Senator MOYNIJIA-.,-. Good afternoon to you all.
Mr. Cosgrove, you are very well known to the chairman of this

committee, and welcome before it.
Mr. COSGROVE. Thank you, Mr. Chairman. It is a pleasure to be with

you and with the committee and testify this afternoon. For the rec-
ord, my name is John E. Cosgrove, legislative director of the AFL-
CIO Public Employee Department.

Our department is a coalition of 30 national and international
unions which have about 2 million members employed in the public
sector, working at every level of government, Federal, State, county,
city, postal, school-boards, transit authorities, and others. We are
interested first, as citizens; second as part of the labor movement
with its objective of advancing social justice; and third and specific-
ally as public employees. We appreciate this opportunity to testify
on the President's welfare reform proposal and related bills and
considerations.

As a preliminary. let me say that we compliment the administra-
tion for its prol)osal to address in a comprehensive way this complex
and pressing problem of welfare. We similarly compliment this com-
mittee for addressing this problem. We share with you the expression
that action is possible in this difficult and complex area, and the grati-
fication that there is some indication that we are moving forward.

We also share very deeply the concern for the problems of New
York City and our other great centers because without this, the
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country will not be the strong and great country that it is, so to the
degree that that is germane, we are delighted that this is going for-
ward.

Mr. Chairman, with your permission, I would like to submit a
study that our department had commissioned last year on various
facets of the welfare issue for the record, and also a longer statement
of testimony, confining my remarks to only three pages of oral testi-
mony.

Senator MOYNIH,-ANX. By all means.
[The report referred to follows:]

THE WELFARE ISSUE-WIAT'S AT STAKE FOR PUBLIC SERVICE EMPLOYEES?

(Prepared for the Public Employee Department, AFL-CIO by Ruttenberg,
Friedman, Kilgallon, Gutchess & Associates, Inc., Jocelyn Gutchess, Senior

Associate, Diane B. Manning, Associate, July 11, 1977)

INTRODUCTORY SUMMARY

Cities near bankruptcy? State treasuries in trouble! Mass layoffs of public
workers! Drastic cutbacks of public services ! All too frequently today those are
headline topics-the message of the media.

The difficulties faced by state and local governments as they strive to main-
tain basic services have become distressingly familiar. Equally distressing and
almost as familiar are the stories and headlines concerning the "welfare mess."
In our view, there is a connection between the two sets of problems.

When people talk about the "welfare mess," they usually are referring to the
group of federal-state-local programs designed to sustain on an economic basis
individuals who, for one reason or another, cannot support themselves. The
"welfare mess" embraces a multitude of problems-rising costs, inadequacies,
inequities, program duplication, administrative red tape-to name but a few.

One aspect of the "welfare mess" is the duplication of programs and services
that has occurred in recent years, producing a wasteful, inefficient system of
public assistance. By the "welfare mess," people also mean the Inequities that
are present between one state and the next, between states and localities, be-
tween categories of need, and between workers and nonworkers. They also
mean the inadequacy of certain programs in terms of meeting needs and help-
ing people.

The "welfare mess" undoubtedly brings to mind administrative red tape---
nightmarish procedures and protocol that defy reason and sometimes sanity.
It also recalls the crushing and indeed unequal burden which welfare pro-
grams have placed on some local and state governments. The "welfare mess"
refers to the unfortunate fact of fraud which has developed in some localities,
and which has given the entire welfare effort a bad name.

For more than a decade it has been generally recognized by all those involved
in welfare-political leaders, government officials, lawmakers, welfare workers
and welfare recipients-that the welfare system is Indeed a mess and that re-
form Is desperately needed. But how this is to be accomplished is another
story-a story which there has not yet been agreement. Agreement on specific
reform measures has been stymied because-to put it simply-the interests of
the several constituencies desiring and working for reform are not the same.
In fact, in some pases, they appear to be incompatible.

Now, after years of debate and years of experimenting with various "dem-
onstration" projects, the time has arrived to find a way to resolve these con-
flicting interests. Reform of the welfare system and corrections of the "welfare
mess" can no longer be limited to po'liticai campaign rhetoric or classroom
discussion. Reform is no longer a luxury. It is a necessity. The magnitude of
the welfare problem and the failures of past reform efforts demand that we
immediately get down to the serious business of developing and implementing
national welfare reform. President Carter, recognizing this, has made welfare
reform a top priority of his administration. An administration plan was re-
leased August, 1977.

32-925------ 10



702

Thus, a major purpose of this paper is to help to lay the groundwork for a
successful reform effort. To do this, it is first necessary to understand what the
present welfare system is, how it works, and whom It serves. The first part of
this paper will provide this information. Secondly, it is necessary to examine
the deficiencies of the present system and the impact of the increasing welfare
burden. The final section of the paper will discuss the four principal approaches
to welfare reform that are most frequently considered by pollcymakers and
others concerned with the welfare Issue.

All of these approaches, including the one developed by President Carter and
his staff, Involve some degree of "federalization" of the welfare program, par-
ticularly in stablishing uniform national standards for coverage (wl'o should
be included in the system) and benefit levels (a guaranteed income plan). They
differ, however, in important respects-particularly in how they would handle
other aspects of "federalization," such as assumption of costs, federal versus
state or local program administration, and provision for regional or local program
variations.

This welfare study proposes a single reform scheme of its own, and develops
some basic principles which must underlie any reform plan if it is to succeed.
In addition, the study identifies certain program elements or components which
we believe are essential to successful reform.

The important principles are these:
The welfare problem is not a problem of people. It is a problem of institu-

tional failures. First among these is the failure of the economy to provide
enough jobs. A full employment policy must, therefore, be the starting point
from which welfare reform takes off.

A sound welfare system requires a much greater degree of federal involve-
ment, including financial support, than is now the case. rventually-ndeed as
soon as possible-the entire cost of the welfare system should be shifted to the
federal government.

Federal involvement should not be limited to financial support. Sound welfare
policy also requires establishment of certain minimum standards. There should
be a single set of national standards for coverage, eligibility for participation,
benefit levels, computation of benefits, treatment of income deductions and work
expenses, and benefit-reduction rates.

The federal government has an obligation to its citizens: to provide income
support for all those unable to work and to provide jobs and training to those
who can work. This includes the development of some form of Income support
for new entrants and reentrants into the labor force.

The federal government also has an obligation to see to it that those who
are working receive just and decent rewards. It Is not right that so many of
our citizens remain in poverty even though they work full time. Nor is it right
that those who are working should be penalized for so doing.

If there is to be full federal financing of a welfare system, including estab-
lishment of uniform federal standards, it may be necessary to move toward
federal administration of the system. But such a move should be made only on
the basis of careful consideration, review of the experience of existing federal
programs, and detailed planning and preparation. Further, it should not be
done without full concern for and protection of the rights, working conditions
and job security of the thousands of state and local employees who currently
bear the brunt of the "welfare mess."

As Is usually the case, these principles are more easily stated than carried
out. However, the success or failure of the welfare reform effort will be largely
determined by the degree to which they are implemented.

CHAPTrz I-POvERTY AND WELFARE TODAY

POVERTY

Since the mid-1960's, federal social policy has been directed-albeit not al-
ways very energetically-at alleviating poverty and raising the living stand-
ards of the millions of Americans who, for a variety of reasons, are unable to
support themselves. In pursuit of these goals, billions of dollars have been spent
and dozens of programs have been established. These programs make up a vast
network of benefits and services that are known by such names as welfare,
public assistance, income maintenance, income support, income security. These
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efforts to alleviate poverty have provided relief to many persons. For a period
of time, in fact, the level of poverty actually decreased. However, as recent
Census Bureau statistics indicate, the problem of poverty is very much with us
today, and is not diminishing.

The number of persons living in poverty sharply Increased 10.7 percent from
1974 to 1975, according to the latest Census Bureau figures. This was the
second yearly increase in a row and the i-.riest single increase since 1959 when
poverty data were first available. In 1V75, 25.9 million persons, or 12 percent
of the entire U.S. population, lived below the official poverty level which was
then set at $5,500 annual income for a nonfarm family of four. (The poverty
level is now $5,850).

Who are the poor? They are mainly older persons, children and their mothers
in female-headed households, disabled persons, blacks, persons of Spanish ori-
gin and other minority groups. The poor are more likely to live in central
cities and non-metropolitin areas than in suburbia. Between 1965 and 1975,
the percentage of poor households headed by females increased from 83 to 47
percent, while the incidence of poverty in male-headed households decreased
by the same amount (14 percent). One out of four female-headed households
received three-fourths or more of their Income from public aid in 1975 com-
pared to one in 17 of the men's families. The Census Bureau reports that
during the same year the likelihood of poverty for minority group families was
nearly three times that of white-headed families. Historically, Increases in the
incidence of poverty have gone hand in hand with recession and high unem-
ployment. Such was the case In 1975. National unemployment jumped from 5.6
percent at the end of 1974 to 8.5 percent, resulting in heavy demands on the
unemployment insurance system. During 1975, more people exhausted their
unemployment benefits than in previous years, 4.3 million compared to 2.0
million in 1974. In 42 percent of the cases where families fell below the pov-
erty line in 1975, the family head was unable to find work during the entire
year or was unemployed longer than 15 weeks.

WELFARE TODAY

There are about 60 major, federally-supported programs which provide bene-
fits to millions of Americans. These Income maintenance, or income transfer,
programs are expected to cost over $184 billion in fiscal 1977. Both government
and the American people recognize the benefits to society when the welfare of
all citizens is protected. Recent expansion in the numbr of programs, coverage
and costs, reflects growing commitment to this national policy.



MAJOR INCOME ASSISTANCE PROGRAMS-RECIPIENTS, BENEFITS, COSTS 0,C)

Program

Aid to Families with
Dependent Children
(AFDC).

Supplemental Security
Income (SSI).

IV

Population served

Low-income, single-
parent families with
dependent children. 27
States provide benefits
to familes with an
unemployed father
present

Low-income aged, blind,
and disabled persons.

Brief description

A cash assistance program
financed by Federal,
State, and in some States
local governments, and
administered by the
States. Eligibility and
benefits are determined
by the State.

A federal cash assistance
program with nationally
uniform eligibility stand-
dards and benefit levels.
Eligibility is based strictly
on need. Optional and
mandatory State supple-
mentation to Federal
minimum.

Work requirement

Employable recipients
register for work or
or training with the
Work Incentive (WIN)
program, or risk loss
of benefits.

No work registration
requirement.

Benefit levels

Maximum monthly pay-
ment for family of 4
(July 1975): High-
$497 Hawaii; Low-60
Mississippi.

Maximum monthly pay-
ment (July 1977):
Couple-$266.70- In-
dividual-$177.80.

Number of
reci pients

fiscalyear
(millions)

11.4

Expenditures (fiscal year 1977)' Total monthly
(billions) spending

recipient (fistc-
Total Federal State-local all year 19762

$10.3 $5.7 $4.6 $73

4.4 6.3 4.7 1.6 116

4
D

"1
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Food Stamp Program...--

General assistance (GA)__

Medicaid ------- --------

Low-income working and
nonworking persons
and families without
regard to population
category. AFDC and
5I5 recipients are

automatically eligible.

Varies from state to state
and locality to locality.
Generally aids low-
income persons not
eligible for federally-
supported assistance
programs.

AFDC and SSI recipients
and, in some States,
other "medically
needy" persons.

A federally funded program
which aims to im-
prove the nutritional
quality of the diets of low-
income persons by pro-
viding monthly coupons
for the purchase of food.
Coupon allotment varies
with household size.
Purchase price varies
with income level.
State-administered.

Cash and in-kind benefits
for needy persons, fund-
ed and administered by
State and local govern-
ments. Benefits and eligi-
bility standards vary
widely. Not available in
all states.

A jointly funded Federal-
State program which pro-
vides free medical care
and services for low-in-
come persons. Eligibility
requirements and cov-
ered services vary from
State to State. Benefits
are in form of fee pay-
ments to providers of
medical services.

Employable recipients
must register for work
or training, or risk
loss of benefits.

Maximum monthly
"bonus" value of
food stamps to family
of 4 with no income
(July 1977)-$170.
Average monthly bonus
per person-$24.

Depends on State and Vary from State to State ......
local law.

No work registration re- Average annual payment
quirement per recipient (FY

1977>-$695.

17.7 5.0 5.0 (1) 24

.9 1.3 0.0 1.3 103

24.7 17.2 9.7 7.5 134

1 Fiscal year 1977 figures are estimates.
2Source: "National Journal," Jan. 8, 1977, No. 2.
a Not available.

0N
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The major portion of the $184 billion for income maintenance funds such
social insurance programs as Social Security, Medicare and Unemployment
Insurance. Through these programs, income support is provided individuals
whose earnings are interrupted or discontinued because of unemployment, dis-
ability, retirement or death. The cost of these social insurance programs in
fiscal 1977 is estimated at $135 billion. Eligibility for social insurance programs
is based on such criteria as old age, previous employment record, physical
disability, and temporary, involuntary unemployment. Social Security and
Unemployment Insurance are considered "earned" benefits. In order to be
eligible for these programs, a person must have worked in covered employment
for a specified period of time. Medicare benefits are "earned" by virtue of one's
age and are available to persons 65 or older. Social Security and Unemploy-
ment Insurance are financed by taxes on employer payrolls and employee
earnings through annual appropriations from federal tax funds. Similarly, the
hospital insurance program of Medicare is funded by employer and employee
contributions while Medicare's general medical insurance program is financed
by general revenues and the premiums paid by enrollees.

The remaining one-fourth of income maintenance expenditures supports
welfare programs which are "means-tested", with eligibility based primarily
on financial need. These programs are financed solely out of federal, state
and local government tax revenues. There are five major means tested income
assistance programs for low-income persons: Aid to Families with Dependent
Children (AFDC), Supplemental Security Income (SSI), Food Stamps, Medic-
aid, and General Assistance. Other "means-tested" programs include housing
assistance, veterans pensions, educational grants for low-income students, and
the earned income tax credits for low-income persons. Expenditures for means-
tested income assistance programs now total about $49 billion, as compared to
$26 billion five years ago. The federal government pays about 70 percent of
the $49 billion. State and local government bear 30 percent of the cost. Of
the total expenditure, local governments pay 5 percent or less than $15 billion.

The $49 billion, means-tested income assistance programs are the focus of
the current welfare debate. And the five major programs-AFDC, SSI, Food
Stamps, Medicaid and General Assistance-are the primary targets of reform
proposals.

AID TO FAMILIES WITH DEPENDENT CHILDREN

Much of the discussion about the so-called "welfare mess" and the need
for welfare reform has focused on the income assistance program called Aid to
Families with Dependent Children (AFDC). AFDC is one of the largest public
assistance programs in the United States, serving over 11 million persons a
month. For fiscal 1977, total federal-state expenditures for the program are
expected to be $10.3 billion. The AFDC program has been the source of con-
siderable public debate and controversy, particularly in recent years when
costs and growth rates escalated sharply. The controversy-and the subsequent
demands for reform-partly arises from the complex laws and regulations
which govern the program. Too frequently, inequities, inadequacies, and in-
efficiencies exist in the administration of AFDC.

This program is a joint federal-state effort. Basic operating rules are set
by federal law and regulations. The states, however, have broad powers in
setting their own policies, and considerable latitude in applying federal regu-
lations. States establish their own benefit payment standards, determine eligi-
bility criteria, and have broad discretion in computing benefit amounts. AFDC
funding is shared by the federal and state governments, with some local
government contributions. The federal government, currently pays anywhere
from 43 percent to 83 percent of a state's benefit costs. Local government par-
ticipation depends entirely upon state law. Localities in 14 states currently
pay part of the state's share of AFDC costs.

The federal government pays an average of 55 percent of state AFDC finan-
cial payments to recipients. The federal share for each state, computed on the
basis of formulas spelled out in the Social Security Act greatly varies. In fiscal
1975, the federal government paid as high as 83.4 percent in the state of Mis-
sissippi, and as low as 43.6 percent in Massachusetts. Local government shares
range from less than one percent of the non-federal share to more than 25
percent of the non-federal share. (See page 29 for a comparison of federal,
state and local shares.)
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AFDC was established under the Social Security Act of 1935. It was designed
to provide financial help to needy children under 16 who were deprived of
family support or care because of the parent's death, continued absence from
the home, mental or physical incapacity. Now AFDC also provides aid to a
needy parent or other relative with whom a child is living, and to children
18 to 21 years old who are students. Since 1961, federal legislation has per-
mitted states to pay AFDC benefits to families with an unemployed father
present. Twenty-seven states now pay such benefits.

Under the AFDC program, persons in financial need who meet state and
federal eligibility criteria may receive direct cash assistance., The amount of
payments depends upon a "standard of need" set by each state and upon the
fiscal ability of state and local governments to meet the standards they set.
As a result, AFDe payments vary considerably from state to state. In Hawaii,
for example, a family of four could receive up to $497 a month. In Texas, the
most a family of the same size could receive is $187 a month. The amount
of a family's payment depends on various factors, including family size and
composition, income, property, and benefits received from other welfare pro-
grams. Individuals and families who receive AFDC benefits are automatically
eligible for food stamps, Medicaid assistance, employment services and other
federal assistance programs.

The financial need of a family is determined by comparing total income to
the basic "need standard" set by the state. Each state sets its own standard,
in terms of what basic living expenses are included and how much they would
cost in the state. If family income is below the state standard, and meets other
legal requirements, they are eligible for AFDC assistance.

Federal law requires a state to set a need standard If it participates in the
AFDC programs, but the law does not establish a minimum level of need,
nor does it require that states pay in full the levels they set. Consequently,
a wide variation in AFDC need standards and in the percentages of that
standard the various states pay exists. The need standard merely serves as a
basis for determining benefit levels and it not a guaranteed minimum income
for indigent families. As of July, 1975, 30 states did not pay 100 percent of
their need standard. In 1975, Mississippi paid only 22 percent of its standard,
or $60 a month for a family of four, while the national median was 88 percent.

Both federal and state laws govern how AFDC benefit payment levels are
computed, and what factors are considered in the computation. Among the
factors are family size and composition, living arrangement, amount of rent
paid, and family Income and assets. AFDC payments are reduced if family
income rises beyond the "income disregard" point set by federal law. Since
1967, federal law has required the states to disregard work-related expenses
and the first $30 of monthly earnings, plus one-third of additional monthly
earnings, in computing AFDC benefits. Federal law also allows the states to
determine which work expenses, and in what amount, may be disregarded.
These expenses include such costs as transportation, hild care, and special
clothing required for a job.

An underlying premise of the AFDC program is that those who are able
should work. This concept is reflected in the regulations governing AFDC and
in amendments to the Social Security Act setting up the Work Incentive
(WIN) program. Established in 1967, WIN attempts to tie welfare eligibility
to participation in work and training programs. WIN provides employment
and training services to AFDC recipients to enable them to become self-support-
ing. Under the program, any able-bodied AFDC recipient over the age of 16
is required to register with WIN and accept available work or training offer.
Exempted from the registration-work requirement are persons who are ill,
incapacitated or aged, children who are full-time students, and persons who
do not live near a WIN project. Also exempted are mothers, or other rela-
tives, caring for children under six or for a family member who is ill or
incapacitated, and female caretakers of children in homes where the adult
male is already registered.
AFDC-Unemployed father progro (AFDC-.UF)

Since 1961, federal legislation has permitted states to provide AFDC bene-
fits to families in which the father is present and unemployed. This AFDC
assistance is currently available in 27 states. These states also tend to pro-
vide the highest AFDC benefits. To be considered for AFDC-UF benefits, a
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father must: 1) have been unemployed for at least 30 days prior to receipt
of such benefits, or not be working more than 100 hours per month in the
30-day period; 2) not have refused an offer of training or employment with-
out good cause; 3) have worked (defined as having earned $50 or more) in
six or more quarters in a 13-calendar-quarter period ending within one year
prior to applying for AFDC benefits, or have qualified to receive unemployment
compensation within one year prior to applying;'4) be registered with the
state Employment Service; 5) not be receiving unemployment compensation.
AFI)C-UF benefits obviously are not available to people who might give up
their job search if welfare benefits were readily available to them. Essen-
tially, a father must be unemployed and have made some effort to find work.
APDC-Emcrgency a88istance

In addition to the regular payments provided under AFDC, some states
provide Emergency Assistance (EA). This aid is available to families with
dependent children who have exhausted other welfare program benefits. The
Emergency Assistance program is optional for the states, and only 23 states
now offerr such aid. The federal government provides 50 percent matching
funds to states whose EA plans comply with federal regulations governing
the program. The federally reimbursable benefits may not exceed 30 days in
any 12-month period for any one family.

The circumstances under which a family may receive EA benefits vary
among the states. These situations generally Include: loss of housing because
of delinquent rent or other emergency, loss of utility service, emergency moving
expenses, and destitution caused by natural disasters such as floods, fires or
tornadoes. The benefits may include food, clothing, shelter, household furnish-
ings, and services such as medical care, legal aid, counseling and child care.
In fiscal 1975, over 350,000 families received aid under the federal-state Emer-
gency Assistance program. Total expenditures for the program during the
year were about $74 million. Of that total, the federal share was about $43
million.

SUPPLEMENTAL SECURITY INCOME

The Supplemental Security Income (SSI) program provides federal financial
assistance to indigent aged, blind, and disabled persons. Under amendments to
the Social Security Act in 1972, three separate income maintenance programs
were consolidated into the one program. The federal categorical grant-in-aid
programs known as old age assistance, aid to the blind and aid to the perma-
nently and totally disabled were replaced with SSI. The Joint Economic
Committee of Congress, in a study of public welfare programs, predicted that
the reforms enacted through this legislation would begin ". . . unraveling the
administrative snarl that currently envelops welfare programs." The SSI
program, which became effective January 1, 1974, establishes a nationwide
system, with nationally uniform eligibility standards and benefit levels, for
administering cash assistance to eligible individuals.

The federalized SSI program incorporates many features of reform sought
by proponents of comprehensive welfare reform. These features include estab-
lishment of a national minimum benefit level for low-income persons, uniform
treatment of income and assets in determining benefit amounts, setting of uni-
form definitions of blindness and disability, and establishment of uniform
methods of computing benefits.

In fiscal 1977, approximately 4.4 million persons will receive SSI benefits.
Total expenditures for the program will be about $6.3 billion, with the federal
government paying three-fourths of the cost and state governments paying
one-fourth. The basic Supplementary Security Income payment level is cur-
rently $177.80 a month for an individual and $266.70 for a couple. The pay-
ment levels are adjusted for the same cost-of-living increases as social security
benefits. Persons who are 65 or over, or who meet the blind and disabled eligi-
bility requirements and whose income is below the SSI basic payment levels
are eligible to receive benefits. Total assets, excluding the value of a home,
care, personal effects and household goods of reasonable value, may not exceed
$1,500 for an individual and $2,250 for a couple.

FOOD STAMP PROGRAM

Another form of income supplementation for economically needy persons
is provided through the nationwide Food Stamp Program. Established by the
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Food Stamp Act of 1964, the program provides federal subsidies to low-income
working and non-working persons for the purchase of food and food products.
By increasing the purchasing power of needy households, the Food Stamp
Program aims to improve the nutritional quality and to reduce the incidence
of hunger and malnutrition among the nation's poor.

Under the current program, eligible households are able to buy food "stamps"
or coupons at a price less than market value. They use the stamps as cash
for purchasing food through normal channels of trade at authorized food
stores. (Legislation now before the Congress would eliminate the purchase re-
quirement and make food stamps available at no cost to eligible households.)
The amount of food stamps and the cost of the stamps to a household depend
upon household size and income in relation to the cost of a nutritious diet as
determined by the Food and Nutrition Service of the Department of Agricul-
ture. Currently, about 6 percent of all households in the United States-or
about one in every 17 households-receives food stamps. The Food Stamp Pro-
gram has grown from a small pilot program in the early 1960's to a major
public assistance program. The program operates In every county of the United
States-over 3,000 counties in all-and serves more than 17 million persons a
month. But, only about 55 percent of the estimated 31 million persons eligible
to receive food stamps participate in any given month. The cost of the pro-
gram in fiscal 1976 was $5.7 billion and is projected to be somewhat less--
$5.0 billion-in fiscal 1977.

Certain features of the Food Stamp Program are rmillar to the goals sought
by many advocates of welfare reform. These reform features include: n-
versal availability of the program, uniform national eligibility standards and
benefits, a work registration requirement, periodic adjustment in benefit levels
to reflect changes in food prices, and full federal financing of benefit costs.
The Food Stamp Program is the most "federalized" of the major public assist-
ance programs. The federal government provides all funding for the cost of
Food Stamp benefits, and pays 50 percent of administrative costs to state
and local governments. Unlike AFDC and Medicaid, spending and benefit
levels for the Food Stamp Program do not depend on state appropriations.
Food Stamp benefits and eligibility standards are set by federal law. Regula-
tions are uniform throughout the United States. Eligibility is based solely
upon economic need regardless of population category or household charac-
teristics.

Coverage of the Food Stamp Program is broader than AFDC, Medicaid or
SSI. Food stamps are available to all persons whose net income is below a
fixed amount, regardless of age, sex, employment status or family circum-
stance. The program is the major federal assistance effort for the working
poor, intact families with a working member, non-aged single adults and
childless couples, as well as AFDC and SSI recipients. Food stamps are Is-
sued to households of persons who live together as one economic unit, who
share common cooking facilities and who purchase food in common. House-
holds in which all members receive federally aided public assistance (AFDC
or S1), or state or local general assistance which has need criteria similar
to the federal assistance programs, are automatically eligible for food stamps.
For other households, including those in which some members receive public
assistance or general assistance, eligibility for food stamps depends upon uni-
form national standards set by the Department of Agriculture in regard to
household income and resources.

According to the standards now in effect, the most a household of four
could earn, and still be eligible for food stamps, is $567 a month or about
$6,804 a year. This annual income level is $954 higher than the current poverty
level, which demonstrates another of the inconsistencies in the whole welfare
system. The income eligibility levels are adjusted semi-annually to reflect
changes in food prices. Certain deductions from income, including some housing,
medical and child care costs, are allowed when determining eligibility. The
Department of Agriculture's Food and Nutrition Service sets the income
standards which determine whether or not a household is eligible to receive
food stamps. The income eligibility levels vary according to household size
and estimated food costs for households of diffcing sizes. For a household of
four persons (two adults and two children) the cost of food for one month is
currently estimated at $170.

In addition to household income and resources, eligibility for the Food
Stamp Program includes a work registration requirement. This requirement,
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like the AFDC program, stipulates that all ablebodied persons in a household
(with certain exceptions) must register for and accept suitable employment in
order to receive benefits. Exempted from the registration requirements are
persons under 18 and over 65 years of age, students enrolled at least half-
time in school or training, persons working at least 80 hours a week, and
household members who care for dependent children or incapacitated adults.
If an employable member of a household fails to comply with the registra-
tion and work requirement, the entire household may be disqualified from
receiving Food Stamp benefits.

Federal regulations stipulate that no eligible household should pay more
than 30 percent of its net income for monthly food stamps. A family of four
earning less than $30 a month, for example, would receive stamps at no
charge. A family of four at the poverty level (currently $5,850 a year or
$487.50 a month) would pay $140 for $170 worth of stamps a month. In 1976,
the average monthly "bonus" per recipient was $24 or $288 per year. Eligible
households currently pay an average 23 percent of adjusted net income for
food stamps.

GENERAL ASSISTANCE PROGRAMS

Most state and local governments provide some type of public aid to per-
sons who need income support but who do not qualify for assistance under
AFI)C, SSI, Food Stamps or other federal income maintenance programs.
These state and local programs are usually called general assistance (GA).
Emergency assistance, or home relief, varies widely from one Jurisdiction to
another, and is entirely a state and local responsibility. States, cities, and
county governments administer and finance these programs, which serve far
fewer people (about one million persons a year) than the federally-supported
programs. Total expenditures for the state and local aid programs are about
$1 million annually. In fiscal 1976, such programs were available in 42 states.

The programs vary widely in eligibility criteria, extent of coverage, amount
and type of benefits. Because no federal funds are involved, general assistance
aid is not subject to federal regulations or standards. The state and local
programs are generally more limited in coverage, amount and duration of
benefits than federally-aided assistance programs. Some programs are strictly
local, providing short-term assistance such as food, clothing, shelter, social
services and medical care to persons for whom no other aid is available and
to persons experiencing emergency situations. Other programs .re statewide
and offer long-term cash assistance to needy persons not covered by AFDC or
581. In some states, where long-term aid is available, general assistance bene-
fits for persons with absolutely no income are similar to those of the AFDC
program. For persons with some earnings, however, GA benefits are con-
siderably smaller than AFDC benefits because of higher Income deductions.
With no federal matching funds available to help cover the costs, increased
general assistance benefits would mean higher taxes for state and local resi-
dents. Consequently, the rules governing these programs, benefit levels and
reduction rates tend to be stricter than the federally supported AFDC program.

ME DOICAID

Medicaid, the most costly public assistance program, provides free medical
care and rehabilitation services. Needy families with dependent children, the
aged, blind and disabled and other indigents who cannot pay for medical care,
could be eligible for Medicaid. In fiscal 1977, about 24 million persons are
expected to receive Medicaid benefits, at an estimated federal-state cost of
$18.3 billion. This joint federal-state program enacted in 1965 (Title XIX of
the Social Security Act) now operates in all states.

Each state administers its own Medicaid program within guidelines estab-
lished by the federal government. Federal law and regulations prescribe cer-
tain requirements for the program. But each state sets its own eligibility
standards. determines which optional services to provide and the amount of
fees paid to providers. Consequently, there is considerable variation in the
groups covered by Medicaid, and in available benefits.
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Families qualifying for AFDC, and individuals receiving 881 benefits, are
automatically eligible for Medicaid, If they meet their state's Income and
resource standards. In 22 states, Medicaid assistance I available only to
"categorically needy" persons. Similar to the AFDC program, the categorical
restrictions on eligibility mean that certain groups of needy persons--childless
couples, single persons aged 21 to 65, the working poor and intact families--
are excluded from Medicaid benefits in some states.

Medicaid assistance to poor persons, other than the "categorically needy,"
are provided in 28 states. Persons whose income and resources are too high to
qualify as "categorically needy," but who cannot afford to pay their medical
expenses, are considered to be "medically needy" by the states which offer ex-
tended Medicaid coverage. In order to qualify, a person's resources must be
within certain limits and medical expenses must equal or exceed any income
above the state maximum income level.

Medicaid Is financed by federal, state and local government funds. The
federal share, which Is appropriated from general revenues, varies from 50
to 78 percent of the cost of a state's Medicaid assistance payments. The per-
centage for each state Is derived from a formula which takes into considera-
tion state per capita income. States with higher per capita income receive a
smaller share of the federal matching funds. Currently, the federal share Is
about 55 percent of total national expenditures for Medicaid assistance pay-
inents. Twelve states require their local governments to contribute to the
nonfederal costs of Medicaid.

CHAPTER II-TnE CASE FOR WELFARE REFORM

Inadequate benefits, unmet "eed.
Despite the general level of affluence in this country, and government out-

lays designed to provide income assistance to the needy, poverty remains a
very real, persistent problem. As previously noted, 26 million Americans, 12
percent of the population, live below the government's official poverty level.
Seventy-one percent of these poor people are unable to work, or should not
be expected to work. They include children under 16, students, mothers with
children under six, and the aged, blind and disabled. Nineteen percent of the
poor work either full time or part time, yet do not earn enough to bring them
over the poverty level. As a result, 90 percent of the poor either work, or are
people society does not expect to work. Of the remaining 10 percent, most are
women with family responsibilities, and only 2 percent are non-aged, non-
disabled males who do not work.

In light of these facts, crucial questions must be answered concerning the
effectiveness of existing poverty programs. How adequate are the benefits pro-
vided by income transfer programs? How responsible are the myriad public
assistance programs and services in meeting the needs of our nation's poor?
How effective are these programs in meeting the goal of alleviating poverty?
Detailed examinations of the AFDC, SSI, Food Stamp and Medicaid pro-
grams offer convincing evidence that the benefit levels of these programs are
not sufficient to maintain decent living standards for the poor. Nor are they
successful In relieving the poverty of millions of Americans. The research and
testimony of many poverty experts, scholars, political leaders and government
officials support this evidence. Perhaps the best witnesses to the inadequacy of
current welfare programs are the millions of poor who remain poor, despite
receiving benefits and working.

Further evidence of the inadequacy of current welfare benefits is apparent
in the need standards established by the states for determining AFDC benefits.
As shown by Table I, the need standards for a family of four (one adult and
three children) is less than $250 a month in 13 states. Texas has the lowest
standard at $187 a month, followed by North Carolina at $200, South Carolina
and Tennessee at $217. Even if 100 percent of the need standards set by
states were paid, including food stamps and other benefits, total welfare bene-
fits frequently are too low to maintain adequate living standards. Many fami-
lies are free to subsist at or below the poverty level.
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TABLE I.-DISPARITY BETWEEN STATE AFDC NEED STANDARDS AND MAXIMUM AFDC ASSISTANCE PAYMENTS
AS OF JULY 1975

Maximum Monthly
Monthly AFDC monthly AFDC amount by
need standard assistance pay- which needs

for family ments for exceed
State of 4', family of 4' payment

A labam a ---------------------------------------------------
A la sk a ----- -- -- -- -- -- -------- -- -- -- -- ------ -- -- -- -- -- --- ---
A rizona ---------------------- -------- ------------------ ----
Arkansas .............
California .........
C o lo rado ----------------- -- -------------------------- ------
Connecticut ------------------------------------------------
D elaw are --------------------- ------------------ ------------
District of Colum bia -----------------------------------------
F lo rid a ------- ---- -- ---- -- -- -- ------ -- -- ---- -- -- ---- --- -----
G eorgia ---- -------- -------------------- -------- ------------
Guam .... ... ... ... ... ... ... ... ... ... ... ....---------------
H a w a ii -- --- -- -- ---- -- ---- -- -- ------ -- --- --- -- -- ---- ---- ----
Id ah o ------ -- -- ---- -- ---- -- -- -- ---- -- -- ---- -- -- ------ -- -- --
Illino is --- -- ------ -- -- ---- ---- -- -- -- ---- ------ -- ---- -- -- -- --
Indiana --------------------------------.----------------
Io w a -------- ---- ---- -- -- -- -- ---- -- -- -- -- ---- -- -- -- -- -- -- --
K a n sas -- --- --- -- -- -- ------ -- -------- -- -- -- ------ ---- -- ----

Kentucky --------------------------------------------------
Lo uisia na -- ---------------- ---------------------------- ----
M a ine -- --- -- -- -- ---- ---- -- -- -- ---- ---- -- ---- -- -- -- -- -- -- --
M ary land ---------------------- ------ ---------- ------------
M assachusetts .................................
M ichigan --------------------------------------------------
M in nesota --------------------------------------------------
M ississip p i -------------------..------------------..........
M isso uri ------------- ------ ---------------------------- ----
M ontana ---------------------------------------------------
N ebraska --------------------------------------------------
Nevada ....................................................
N ew Ham pshire ---------------------------------------------
New Jersey ...............................................
New M exico ------------------------------------------------
N ew York ------------------------------------ --------------
North Carolina .............................................
N orth Dakota -----------------------------------------------
O h io ----- -- -- -- ---- -- -- -- -- -- ------ -- -- -- -- -- -- -- -- ---- ----
Oklahoma ...................................................
Oregon ........................................
Pennsylvania..
P uerto Rico -------------------------------------------------
Rhode island -----------------------------------------------
South Carolina .............................................
South Dakota ----------------------------------------------
T ennessee ----------------------------------------------..
Texas ......................................................
Utah .......................................................
V erm ont ---------------------------------------------------
Virgin Islands .............................................
Virginia ....................................................
Washington -------------------------------------------------
West Virginia ..................................
Wisconsin .................................................
Wyoming ...................................................

$225
400
282
302
389
264
347
287
349
230
227
306
497
395
300
363
376
295
235
203
349
314
304
418
293
277
337
252
380

221
356
239

8 448
200
347
431
264
431
349
106
319
217
329
217
187
397
439
166
272
370
332
456
270

$135 $90
400 --------------
183 99
140 162
349 40
264 ................
347 ............
258 29
297 52
170 60
152 75
306 _..............
497 .............
344 51
300 ............
318 45
357 19
295 ...............
235 ----------------
158 45
279 70
242 72
304 --------------
418 ..............
293 ------------
60 217

150 187
252 --------------
336 44
249 92
221 ...............
356 ----------------
206 33

5448 ...............
200 ----------------
347 -------------
254 177
264 ..............
392 39
349 ------------

42 64
319 ------------ .7._
117 100
329 .............
131 86
140 47
306 91
351 88
166 ............
245 27
370 ..............
249 83
397 59
250 20

' As defined by the States.
For a family of 4 with no other income.
For areas outside of the city of New York the average shelter allowance plus the amount for other basic needs allowed

within the consolidated standard would result in a standard of $392 and a payment of $392.
Source: U.S. Department of Health, Education, and Welfare.

More revealing are the actual monthly benefit payments made to eligible
families. According to HEW, the maximum monthly AFDC payment to a
family of four, as of July 1975, was below $200 in 11 states, and as low as
$60 in one state. Current AFDC benefits, plus food stamps, exceed the poverty
level in only four states. In 24 states, the combined benefits of the two pro-
grams are less than three-fourths of the poverty line. Only 20 states paid 100
percent of local need standards. As a result, AFDC families, even those with
no income, were unable ito receive the full amount of the standards of need
for local basis living expenses in the remaining 80 states. In those states which
paid less than 100 percent of need standards, the disparity between need
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standards and the maximum monthly AFDC assistance payments available to
a family of four varied considerably. As shown by Table I, this disparity waa
as high as $217 a month in Mississippi, and $177 in Ohio.

An extensive survey of welfare benefits in 100 localities In the United States
was conducted by the Joint Economic Committee of Congress in 1974. The
results further document the inadequacy of existing income transfer programs.
The committee found that, except for female-headed families, the total amount
of welfare benefits available to the poor was often inadequate. In addition,
benefits varied considerably from state to state, and from county to county.
The availability of public assistance was particularly limited for two-parent
families with children, and for individuals and couples without children. Need
standards which do not reflect economic realities, inadequate benefit levels,
lack of program coverage and benefits for many needy persons in need are a
few of many deficiencies in the present welfare system. The need for national
welfare reform, then, becomes clearly self-evident.
A system fraught with inequities

The case for welfare reform is further strengthened by the presence of
numerous inequities that result in unfair, inconsistent treatment of welfare
recipients. Examples include uneven program coverage for needy groups, wide
disparities in eligibility requirements and benefit levels, differing methods used
by states for computing welfare benefits, and large differences among state and
local governments in spending for public assistance programs. The most flag-
rant Inequities exist in eligibility criteria and benefit levels determined pri-
marily by the states without federal guidelines.
Uneven program coverage and availability

The absence of national standards for welfare programs excludes many needy
persons and causes favorable treatment for some groups. Certain public assist-
ance programs are primarily federal programs, national In scope and available
to all qualified persons regardless of their state of residence. Other assistance
programs, however, are optional for the states. As a result, program coverage
and availability vary from state to state, and even from locality to locality.
Coverage and availability often depend upon the willingness, and fiscal capa-
bilities, of state and local governments to supplement federal spending for
public assistance. The needs of the nation's poor go unanswered because of
"gaps" existing in program coverage:

AFDC benefits to families with an unemployed father present are not
provided in 23 states;

Less than half of the states (23) provide Emergency Assistance for
AFDC recipients;

In 22 states, Medicaid benefits are available only to persons who receive
SSI or AFDC benefits;

In nine states during fiscal year 1976, neither the state nor local gov-
ernments provided funds for general assistance aid to persons who were
not covered by any of the federally supported cash assistance programs.

A study by the Joint Economic Committee offers a detailed picture of avail-
able public income transfer programs and covered groups. These findings depict
the extent benefits were available to low-income families and individuals in
the early 1970's:

Twenty-six percent of the poor lived in counties without housing proj-
ects (the survey also found that in those counties with housing programs,
most had too few units to meet the demands) ;

Forty-one percent of the poor lived in states which did not have the
optional unemployed father segment of AFDC;

Forty-nine states provided Medicaid to families on AFDC. But 63 per-
cent of all AFDC cases were in states offering Medicaid to families not
on AFDC and whose net Incomes were sufficiently low to qualify for
Medicaid;

Forty percent of the poor lived in areas where general assistance (GA),
or home relief, offered long-term aid to able-bodied people in need.

Inequities in eligibility requirements
Some of the most serious inequities in the vielfare system result from dif-

ferences In eligibility criteria from state to state for the same federally.
supported programs. Federal law sets nationally uniform standards for 851
and for the Food Stamp Program. But eligibility requirements for AFDC and
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Medicaid, the two programs which consume the largest share of national wel-
fare expenditures, are determined by the states within broad federal guide-
lines. Eligibility rules for general assistance, which receives no federal match-
ing funds, are decided solely by state and local governments.

The absence of national standards for AFDC and Medicaid result in wide
variations in eligibility criteria from state to state. Persons and families in
similar circumstances who reside in different states, for example, do not neces-
sarily qualify for the same federally-funded benefits. Under this approach to
welfare, the place of residence may have more impact on welfare eligibility
and benefit amounts than the economic needs or earning capability of potential
recipients. States have broad discretionary powers in interpreting and de-
termining federal laws. Whether or not AFDC benefits are available to un-
employed fathers, for instance, is decided by the states, not the federal govern-
ment. The states also determine the extent of AFDC coverage for two-parent
families, for families in which the mother works and the age limits and
school attendance requirements for children who might be included in AFDC
payments.

Eligibility for public assistance does not depend solely upon income or fi-
nancial need. Some assistance programs are "categorical,"-they provide bene-
fits only to certain categories of needy persons. For example, AFDC assists
families with dependent children in which one parent is absent from the home
or incapacitated, and, In 27 states, families in which the father is present but
unemployed. The SSI program provides cash assistance to the elderly, blind
and disabled. In 21 states, eligibility for Medicaid is "categorical" and medical
assistance is available only to AFDC and 551 recipients. This approach to
eligibility excludes many low-income persons who do not fit into a given cate-
gory of need. Situations exist in most states where low-income single persons,
childless couples or two-parent families in which one parent works full time are
provided little cash assistance.

Eligibility for Medicaid is tied to participation in the AFDC program which
extends inequities present in AFDC health care. The Joint Economic Com-
mittee (JEC) describes Medicaid as "a major factor in the inequity of the
welfare system," because one-parent, female-headed families receive more
favorable treatment than two-parent families. The JEC cites the following case
of two families, of four persons each, living in the same city. If the head of
the family is a woman who earns $4,000 a year, the family may receive $1,656
a year from AFDC and also get free health care. However, if the family head
is a man earning the same amount, the family would not be eligible for either
cash aid or Medicaid.

Existing welfare programs and categorical eligibility requirements also dis-
criminate against the "working poor." States impose welfare eligibility re-
strictions on low-income working families, and reduce welfare benefits when
earned income increases. As a result, the working poor are often excluded from
assistance programs even though they earn less from employment than they
could receive from welfare. Families in which the male head of household is
unemployed, or works less than 100 hours a month, receive a financial ad-
vantage under AFDC and accompanying Medicaid coverage. Working beyond
the limit results in a reduction of AFDC benefits.
Disparities in bcneflt levels

Inequities in the welfare system are further compounded by wide disparities
existing in the amount of benefits paid by each state. Some variations in bene-
fit levels reflect regional differences in the cost-of-living. The JEC, however,
found that the differences in benefits within such programs as AFDC, Medic-
aid and public housing, exceeded regional cost-of-living differentials. The JEC
noted that regional variances in the cost-of-living are generally small at low-
income budget levels. In a separate study, the University of Wisconsin's Insti-
tute for Research on Poverty concludes, "Differences (in welfare benefits) are
primarily based on the relative desires and capabilities of political subdivisions
to assist their needy populations and only partially on cost-of-living differ-
entials."

Policy decisions by individual states add to the inadequacies and Inequities
of the present system. Each state determines its own need standard, amount
of benefits paid, and the reduction in benefits caused by income received from
other public assistance programs and by working. Wide variations also exist
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among states concerning the rules governing the deduction of taxes and work-
related expenses from earned income for the purposes of calculating AFDC
benefits.

Disparities in state need standards and In payments amounts are illustrated
in Table I. Standards range from a low of $187 a month for a family of four
in Texas to a high of $497 in Hawaii. States, of course, are not required to
pay the full amount of need standards they set. According to HEW only 20
states appropriate enough welfare funds to pay the full difference between
need standard and recipients' actual income. Limited state appropriations for
welfare and the application of benefit-reduction rules affect payment levels.
The percentage of need standard actually paid, In fact, may be as low as 22
percent in some states. The highest state AFDC benefits are paid In the North-
east, the Midwest and the Pacific. Except for Ohio, New Hampshire and Mis-
souri, the states of these three regions rank in the top half of the nation
in terms of highest payments. Nine of the 10 states located in the South pro-
vide the lowest payments. All of the southern states rank in the bottom half
of the nation in terms of benefits.

Large disparities also occur in the Medicaid program. The federal matching
share for Medicaid ranges from 50 to 78 percent of the states' costs. Federal
law and regulations set broad guidelines governing the operation of state
Medicaid programs. Similar to AFDC, Medicaid programs vary from state to
state. Each state establishes a separate Medicaid plan, sets its own eligibility
standards, and determines the medical services covered under its plan. HEW
reports that in the fourth quarter of fiscal 1976, the average monthly Medicaid
payment per recipient was $249 in Minnesota, $244 in Pennsylvania, $67 in
Missouri and $88 in Mississippi.

The pattern of regional disparity also holds for state general assistance
programs. According to a National Governors' Conference survey of state wel-
fare programs, general assistance programs are not available in any southern
state except for Maryland and West Virginia. (Limited county assistance pro-
grams are available in North Carolina and Virginia.) General assistance
benefits, coverage and eligibility standards vary considerably from state to
state. Average general assistance payments per recipient in 1974 were $125
in Pennsylvania and Michigan, and $5 in Arkansas and $8 in Oklahoma.
A system which discourages work

Public assistance programs should be designed to encourage able-bodied
persons to work. But many employment and training experts, welfare agency
officials and, even, welfare recipients can readily document that the present
welfare system does little to promote employment. In fact, many features of
the system may actually discourage recipients from seeking and holding jobs.
Why, in a society which places great emphasis on work and self-reliance,
does this ironic circumstance exist? Welfare laws and regulations in some
states and localities disqualify the poor from receiving public assistance, and
require sharp reductions in benefits when recipients become employed. High re-
duction rates can mean that losses in benefits outweigh income gained from
employment. If benefits are reduced one dollar for every dollar earned, re-
cipients have little incentive to take a job that pays less than the full amount
of welfare benefits.

The combined effect of restrictive, categorical eligibility criteria, high benefit-
reduction rates, and outlays for taxes and employment-related expenses is
particularly unfair and burdensome for the working poor. Although working,
these individuals do not earn enough to raise their income above the poverty
level. In 22 states, AFDC benefits and food stamps currently exceed the income
of a full-time worker at the minimum wage. Some assistance programs ac-
tually give favorable treatment to able-bodied recipients who do not work.
Applicants for AFDC benefits already working, for example, are not allowed
an exemption for earned income (except deductions for work-related expenses)
when their needs and the benefit amounts are computed. But people who begin
working while in the AFDC program are allowed an earning exemption of
$30 a month plus one-third of earnings over $30, in addition to deductions for
work-related expenses. Different standards have been established for applicants
and recipients. An applicant who is employed, but earns less than an employed
recipient, may not be eligible for AFDC benefits. They may even receive fewer
benefits than an AFDC recipient whose financial and family circumstances are
similar.
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Discrimination against the working poor Is also found In the unemployed
father segment of AFDC (AFDC-UF). AFDC-UF is structured in a way
which discourages eligible males from working full time. If a father works-,-
more than the 100-hour limit, regardless of his earnings, he automatically
becomes ineligible for AFDC-UF benefits. Ie also loses accompanying Medic-
aid coverage and possibly other assistance benefits offered by the state. For
many poor workers, whose job skills and earnings potential are limited, lost
benefits may be greater than the minimum wage. Consequently, the welfare
system presents many family heads with the difficult choice--work more than
100 hours a month and lose substantial welfare benefits for their families; or
'york only part-time and continue public assistance.

The Medicaid program is another example where employment earnings can
seriously jeopardize eligibility for substantial welfare benefits. In this case,
the loss would be the important medical insurance coverage that accompanies
participation in the AFDC and SSI programs. Because of the categorical
eligibility requirements for the Medicaid program, an AFDC family may lose
all Medicaid benefits when family income exceeds the AFDC eligibility level
in its state.
An administrative nightmare

The case for welfare reform is further strengthened by the urgent need to
improve the administration of public assistance programs and the delivery of
services to client groups. For the most part, the administration of current wel-
fare programs is characterized at both the national and local level by in-
efficiency, complex application and payment procedures, voluminous paperwork,
overlapping and sometimes conflicting, program goals. Such conditions cause
obvious difficulties for program administrators. They also result in economic
hardships and inconveniences for program recipients who must depend upon
public aid for economic survival.

Confusing rules and regulations governing public assistance programs com-
plicate the work of already over-burdened state and local welfare agencies
which administer numerous diverse programs and services. Miles of seemingly
endless red tape stand between many needy persons and the program benefits
to which they are legally entitled. Processing an application for welfare bene-
fits In one city Involves filling out as many as 29 different forms. The ad-
ministrative complexities that characterize current welfare programs have,
according to the American Public Welfare Association, "curtailed the ability
of states and localities to respond to the special circumstances existing in their
respective areas."

Complicated, time-consuming regulations and procedures have caused high
error rates in the distribution of benefits to recipients. HEW recently re-
ported that, in the first half of 1976, 24.6 percent of all AFDC recipients were
paid either too much or too little. Overpayments and payments to ineligible
persons in the various public assistance programs may cost taxpayers a billion
dollars or more a year. In addressing welfare administration problems, a
special task force of the National Governors' Conference stated that the system
is further complicated "by continued court-ordered changes, two or three
levels of administration, and a lack of clear policy." As a result, the task
force contends that, "the present system creates many points at which both
administrative and client error are possible." These conditions, coupled with
lax supervisory and inspection procedures, make the system highly vulnerable
to error and abuse.

The current state of welfare program administration reflects the way in
which public assistance programs at the national and local levels have de-
veloped in this country. Various assistance programs, with slightly different
goals and serving slightly different, and sometimes overlapping, client groups,
have developed independently of each other. These assistance programs sup-
posedly share the common goal of providing income support for low-income
persons. But they contain different eligibility requirements, benefit structures,
and rules governing benefit-reduction rates and deductions for work-rels ted
expenses. The lack of program coordination an&L.integration has produced a
costly patchwork of overlapping programs, which still do not provide equliable,
comprehensive coverage to all persons in need. The result is a welfare system
which is hampered by administrative inefficiencies, duplicated procedures and
services, unnecessary paper work, delays in responding to client needs, and
errors in determining eligibility for program benefits and in computing the
amount of benefits.
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A major goal of comprehensive welfare reform Is to standardize and sim-
plify administrative regulations and procedures. A system of public assistance
should be established which operates efficiently, without undue delays and
bureaucratic red tape for clients. Fair, equitable treatment for all people
should be provided. For those programs which serve similar client groups,
standardization of application procedures, establishment of common eligibility
standards, and common methods for collecting information and distributing
benefits are important first steps toward reform. These changes would also
help reduce error rates, streamline program operation, cut administrative
costs, and perhaps more importantly, Improve service to clients.
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Welfare osts.-Heavy burdens on State and local governments
Many facets of the "welfare mess" are subject to debate and partisan judg-

ments. One indisputable point is the immense growth during the past 15 years,
both in the number of recipients and taxpayer dollars spent to finance the sys-
tem. The AFDC program alone has jumped astronomically, illustrated in Graph
A. Between 1950 and 1965, expenditures for AFDC assistance payments in.
creased 203 percent from $520,000 a year to $1.6 billion, representing an aver-
age annual increase of 14 percent. In the same fifteen-year period, the number
of AFDC recipients per month doubled from 2.2 million in fiscal 1950 to 4.4
million in fiscal 1965, an average annual increase of 7. percent. Even more
dramatic is the growth occurring from 1965 to 1976. Expenditures for AFDC
increased more than five times and the number of recipients more than
doubled. AFDC spending spurted from $1.6 billion in 1965 to $9.7 billion in
fiscal 1976, an average increase of 46 percent per year. The number of recipi-
ents per month jumped from 4.4 million in December 1965 to 11.2 million in
June 1976, an average increase of 15 percent per year.

The tremendous growth in the AFDC program, and other public assistance
efforts such as Medicaid, strains already limited public treasuries. Ultimately,
the burden falls on all taxpayers who must foot the bills for the ever-increas-
ing costs of public welfare programs. However, the taxpayer's burden is not
equal because of the uneven distribution of welfare costs.

The welfare burden also has become a major factor contributing to the dis-
tressing financial plight of many local and state governments. State, city and
county budgets are suffering from sharply escalating costs of welfare. As wel-
fare costs continue to consume a larger share of limited government resources,
state and local governments frequently cut back-and occasionally, eliminate
other important public services. Education, health, police and fire protection
are among the broad spectrum of public services affected. Welfare workers
face difficulties as the welfare rolls increase. New burdens, new programs,
more and more regulations are thrust upon welfare employees. But they are
required to perform their tasks with reduced staffs in many states and locali-
ties. Even at the national level, the impact of rising welfare costs is felt in
other parts of the federal budget. Reluctant and inadequate funding for other
federal social programs such as education, health and manpower, reflects the
increasing costs of the welfare system.

The "welfare problem" is not isolated. Welfare and financing have critical
implications for a wide range of government activities and responsibilities. As
other vital public services continue to suffer, the need for national welfare re-
form becomes even more urgent. Establishment of national eligibility benefit
standards, improvements in welfare administration, financial relief to state
and local governments are just a few imperative steps which must be taken.

The number of public assistance recipients and the amount of welfare ex-
penditures during the past 16 years clearly shows the uneven escalation of
welfare costs hitting states and local governments. One cause is the variations
in welfare benefits, program coverage and availability existing in different
states and localities. Some states have been more willing to provide broader
coverage and more liberal benefits than other states. Another cause is demo-
graphic patterns. In the past, the promise of a better life through better jobs
attracted increased numbers of the poor and low-skill workers to the industrial
northeast and northcentral states Too often, hoped-for opportunities did not
materialize, and the rural poor became the urban poor. Population migrations
resulted in-high concentrations of poor, low-skill workers and their families
in the major urban centers of the country. These areas were forced to increase
their welfare programs and services, and new financial burdens were added
to already hard-pressed city governments. This immigration apparently has
subsided, and Is going the other way into the sunbelt states. The reversal in
migration patterns, however, has not reached the welfare population. New
migrants to the south generally possess the skills and education needed by
new industries. The unskilled and undereducated are left behind, further com-
pounding problems in the older, industrial cities of the north. As industry,
business and highly skilled workers move, the tax base of these areas dwindles,
creating worse problems.

Other factors contribute to the uneven distribution of the welfare burden.
Differences exist in the amount of federal funds funneled into states and lo-
calities for certain welfare programs. In both the AFDC and Medicaid pro-
grams, the federal share is determined by applying a "federal matching per-
centage" to program costs in each state. For the AFDC program, current fed-



719

eral matching percentages range from 44 percent In Massachusetts to 83 percent
in Mississippi. In most areas, the non-federal share is paid by state govern-
ments alone. However, 14 states require their localities to contribute to AFDC
financing. (See Table II.) Local shares range from 27 percent in New York
State and 20 percent in Colorado to less than one percent in several other
states. For Medicaid, the federal share is 50 to 78 percent of each state's
medical assistance costs.

A 1975 survey of welfare practices conducted by the National Governors'
Conference documents the wide disparity in welfare costs from state to state.
According to the survey, total state and local per capita expenditures for the
five major welfare programs (AFDC, SSI, Medical Assistance, General As-
sistance and Food Stamps) ranged from $7 in Wyoming to $172 in Rhode
Island. Further evidence of the uneven distribution in welfare financing is
contained in the U.S. Department of Commerce's annual publication, City Gov-
c-rnicnt Finances. The Department's analysis of per capita welfare costs
shows that the biggest cities are the hardest hit. In fiscal 1975, per capita ex-
penditures for public welfare in cities with a population of one million or more
were $163, compared to $28 for all cities.
TABLE I1.-COMPARISON OF FEDERAL, STATE AND!OR LOCAL SHARE OF TOTAL 1975 AFOC EXPENDITURES FOR

INDIVIDUAL STATES

Percent distribution of total
AFDC expenditures 5 Total AFDC Number of

State Federal State Local expenditures t recipients'

Masachuvetts ................................
Connecticut ...................................
California. ....................................
Washington ..........................
Nevada .......................................
Illinois ..............................
Maryland .......................................
Mich Ipan .....................................
New York ...........................
Hawaii ................ ..............
Ohio ........ .......................
Delaware ........................ ..............
Alaska ........................................
New Jersey ....................................
Minnesota .....................................
Rhode Island ...................................
Pennsylvania ...................................
Colorado .......................................
Kansas ........................................
Indiana ........................................
Iowa ..........................................
Wisconsin ......................................
Oregon ........................................
Nebraska ............ ..............
Virginia ........................................
Missouri .......................................
New Hampshire .................................
Wyoming .......................................
Vermont .......................................
Montana .......................................
Idaho .........................................
Arizona .......................................
Florida .........................................
Oklahoma .....................................
South Dakota ..................................
North Carolina .................................
Utah ........................................
North Dakota ...................................
Maine ........................................
Kentucky ......................................
West Virginia ...................................
New Mexico ....................................
Georgia ........................................
T e38 .........................................
Louisiana ......................................
Arkansas ......................................
Tennesse ......................................
Alabama .......................................
South Carolina ..................................
Mississippi ............................... ...
Washington, O.C ................................

43.6 56.4 ........
46.1 53.9 ..........
47.1 35.7 17.2
47.3 52.7 ........
47.5 52.5 ..........
48.4 51.7 ..........
48.8 48.4 2.8
48.9 51.1 ..........
49.3 24.0 26.7
49.5 50.5 .........
49.6 50.4 .........
49.8 50.2 ..........
49.8 50.2 ..........
50.9 36.6 12.5
51.2 30.5 18.3
53.1 46.9 ..........
54.0 46.0.
54.7 25.3 20.0
54.7 45.3 ..........
55.3 27.2 17.5
55.3 44.7 ..........
57.1 42.9 ..........
57.3 42.7 ( )
57.6 42.4 ..........
59.2 39.8 1.0
59.3 40.7 ..........
59.7 40.3 (a)
61.0 19.7 19.3
62.7 37.3 ..........
63.5 29.3 7.3
65.6 34.4 ..........
66.3 33.7 ..........
66.6 33.4 ..........
67.6 32.4.
68.1 31.9
69.1 15.9 15.0
69.3 30.7 ..........
69.3 25.0 5.7
69.7 30.3 ..........
72.3 27.8 .----------
72.8 27.2 ..........
73.9 26.1 ..........
74.0 26.0 ..........
74.1 25.9 ........
74.4 25.6 ..........
74.8 25.2 ..........
75.1 24.9.
76.6 23.4 ..........
77.2 22.9 ..........
83.4 16.6 ..........

100.0 ...............

t Data for fiscal year 1975.
3 As of June 30, 1975.
a Amount is negligible.
Source: U.S. Department of Health, Educatlon, and Welfare
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TABLE Ill.-WELFARE BURDEN IN THE 14 STATES WHERE FEDERAL SHARE OF AFOC IS LESS THAN 51 PERCENT

Percent of Percent of
Total AFDC expendi- Total AFDC total

expenditures I tures recipients recipients

United States ................................ $8, 638, 529, 324 100. 0 11,303,634 1O. 0
New Y'ork .......................... . . . . . . . .- ,- -i-. 1 .0 , 1 ,41.
Newiorka----------------------------1, 381, 108, 092 16.0 1,215,476 10.8

........ 1, 258, 183, 634 14.6 1,385, 462 12.3
Ilios----------------------------------- . : 1.M ic h n -- ------------------------. ..- ------- . . . . . . . . 6 9 5 , 2 6 2 , 8 1 2 8 .0 g r g9 8 8 0 7 .2

M~~ch--- ---- ...... ........ . . . . . . . . . . . . . . 6! 2, 80J,239 7.1 635,960 5. 6
Massachusetts ---------------------------------- 416, 368, 434 4.8 361, 028 3. 2
New Jersey ---------------------................... 400, 972, 760 4.6 446, 643 4.0
Ohio ............................ -------------- 347, 248, 712 4.0 573, 577 5.1
Washington ..................-.................... 145, 678, 668 1.7 139, 419 1.2
Mayland .......................................... 138,056,159 1.6 216,891 1.9
Connecticut ........................................ 123, 839, 030 1.4 129,666 1. 1Hawaii ...................... ....................... 51,491,706 .6 50,548 .4
Dela 4are ........................................... 19, 752, 480 .2 31, 742 .3Alaska -------------------------------------------- 13,136,866 .2 11,115 .1

Nevada -------------------------------------------- 8,392,433 .2 14,341 .1

14 State total ................................ 5,612,301,025 65.0 6,021, 748 53.3

I Total expenditures by all levels of government for fiscal year 1975.
2 Number of AFOC recipients as of June 30, 1975.

Source: U.S. Department of Health, Education, and Welfare,

A state-by-state analysis of AFDC expenditures and recipients, based on
HEW data, further documents the imbalance in the distribution of welfare
costs among states (See Table II). Such an imbalance represents a national
problem, whose origins and causes do not necessarily lie in any given region or
locality. The welfare burden is heaviest in the 14 states where the federal con-
tribution for AFDC payments is less than 51 percent (See Table III). In fiscal
1975, 53 percent of all AFDC recipients lived in these 14 states. California alone
bad over 12 l)ertvnt of the national AFI)C caseload and New York State had
almost 11 percent. The federal contribution to AFDC payments in the remain-
ing 36 other states was 51 percent or more, and was as high as 83 percent In
Mississippi. In 23 states, federal matchilug funds were more than 60 percent,
and 11 states received over 70 percent.

Between 1965 and 1975, the welfare burden in the 14 states which pay at
least half of their welfare costs increased from 46 percent of the total number
of AFI)C recipients to 53 percent, a jump of nearly four million.

1965 AFDC recipients 1975 AFDC recipients

Percent of Percent ofNumber U.S. total Number U.S. total

United States ........................ 4,429,044 100.0 11,303,634 100.0
14 State total ---------------------------- 2, 050, 625 46. 3 6,021,748 53.3
Balance of United States -------------------- 2,378419 53.7 5,281,886 56.7

Source: U.S. Department ol Health, Education, and Welfare.

A breakdown of expenditures for AFI)C assistance payments in those 14 states
for fiscal 1975 is shovn in Table III. Aggregate expenditures in these states com-
prised 65 percent of total national cost for AF)C. New Y'ork's share of the na-
tional total was as high as 16 percent, while California paid over 14 percent.
Such high expenditures for welfare place extremely heavy burdens on state and
local finances. Clearly, these 14 states-which carry more than half of the na-
tional AFI)(' caseload, and receive below 51 percent in federal contributions-
bear a disproportionate share of the AFDI)C caseload.

hrther analysis of AFI)C data reveals that within the 14 states the welfare
burden is highly concentrated in 11 major cities (See Table IV). AFDC recipients
in these 11 cities comprised 25 percent of the AF)C caseload for the entire coun-
try. But the total population for these 11 cities is only 14 percent of national pop-
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ulation. Several cities hear particularly heavy welfare cnseloads. New York City
has 70 percent of the state's AFI)C population. In Delaware, 75 percent of the
AFIC recipients reside In Wilmington. Chicago bears 69 percent of the Illinois
caseload, and Baltimore handles 6.3 percent of Maryland's caseload. These 11
cities, where 25 percent of all AFDlC recipients live, are obviously struggling with
the greatest welfare burden. Carrying a significantly disproportionate welfare
caseload, these 11 states and cities certainly bear more than their share of the
national welfare problem and pay out the highest share of national AFDC costs.
Ironically, the federal government's share of AFI)C funds Is lowest in these
areas. The wile disparities that exist in federal matching shares and the dispro-
portionate welfare burden borne by some states and localities are glaring inequi-
ties which should be corrected. The sharply rising welfare costs strongly under.
score the need for immediate fiscal relief to these financially hard-pressed state
and local governments.

TABLE IV.-WELFARE POPULATION AS COMPARED TO TOTAL POPULATION IN 11 SELECTED CITIES, 1975

Percent Percent
Total AFDC of AFDC Total 1970 of 1970
recipients I recipients population 3 population

United States -------------------------------- 11,303,634 I00.0 207,976, 452 100.0

New York City ------------------ 844,941 7.5 7,867,760 3.8
Los Angeles --------------------------------------- 548.722 4.9 7,032,075 3.4
Chikato ------------------------------------------ 554,566 4.9 5,492,369 2.6
Detroit --------------------------------------------- 289,954 2.6 2,666, 751 1.3
Boston .. . ..---------------------------------------- 106,241 .9 735, 1.0 .4
Ne-vark ............ _ - ---------------- 1 18, 113 1.0 929,986 .4
Cleveland .. ..-------------------------------------- 136, 052 1.2 1,721,300 .8
Seattle ----------------------------------------- 43, 193 .4 1,156,633 .6
Baltimore ---------------------.. . .----------------- 135,500 1.2 905 759 .4
Hartford ----------------------------------------- 39,543 .3 816,737 .4
Wilmington ---------------------------------------- 23,678 .2 385, 856 .2

11 city total --------------------------------- 2,840,503 25.1 29,710, 416 14.3

AFDC recipients as of June 30, 1975, for counties in which major cities are located.
2 Population for counties in which major cites are Iccated.

Source: U.S. Department of Health, Education, and Welfare and U.S. Bureau of Census.

CHAPTER III-WHcH WAY RETORaM?

Even though the case for welfare reform may be compelling, and indeed
convincing to most people (both the Democratic and Republican parties have
included a reform plank in their respective platforms for years), actual re-
form will not be easy. While there is now agreement among experts on the
necessity for reform and even on broad goals (the extensive welfare reform
study undertaken by HEW underscores the "overwhelming sentiment" to
change the present structure of income assistance programs), there has not
been general agreement on any specific reform scheme--on exactly how reform
shall be achieved. As all would-be reformers recognize, the "how" of welfare
reform is not only as important, but is much trickier than the "why." This
is because of wide differences in opinion-not so much on the goals of reform,
but on the relative priority of those goals. It is true that there is general
agreement that the welfare system should be adequate, equitable, adminis-
tratively simple and efficient. There Is also agreement that there should be a
fairer distribution of the costs, that the burden borne by some state and
local governments should be alleviated, and that the program should be so
structured as to lead to family stability and to eliminate work disincentives.
But to the extent that some of these goals are conflicting-and they are-it
is clear that different interest groups place different values on one or another
of the goals. For example, if assuring the adequacy of the program will in-
volve higher costs, how can that be kept consistent with the goal of providing
fiscal relief to local and state governments? Or if a strong work incentive is
included in the reform package, what happens to administrative simplicity?
This is not to say that these questions cannot be answered, but rather that
solution of the problems. requires recognition that inconsistencies and potential
conflicts do exist.
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As those most closely concerned with the welfare reform problem have
wrestled with these problems, four basic approaches to reform have emerged.
The four are:

The incremental or modernization approach. This would bring about
reform by gradually improving certain aspects of the existing system.
Although some of the changes which have been put forward under this
approach would indeed result in fairly drastic changes in the system, its
underlying strategy is to leave most of the present structure intact. Some
experts call this approach a multiple program strategy.

A consolidated cash assistance program. This approach is more fa-
millarly known as a negative income tax strategy. It would replace
existing cash and in-kind programs with a single cash payment to all low-
income persons.

A combination program with primary emphasis on providing jobs,
through some sort of job guarantee program, coupled with a consolidated
cash assistance program for low-income families.

A triple-track approach built around the concept that the principal
issue is jobs, not welfare. This approach forms the position of the AFL-
CIO on welfare reform. Under this system, persons unable to work would
be provided direct cash assistance with benefit levels no lower than the
poverty level and indexed to reflect inflation; a public service employment
program created for those who can work, but are unable to find jobs in
the public sector; the earned income tax credit should be improved to
lift the working poor out of poverty.

The last three approaches would do away with the existing system and
start fresh, from the bottom, each with an entirely new and different con-
ceptual basis from that on which the present pastiche of programs is built.
Only the incremental approach would leave more or less intact the conceptual
framework of the existing system.

President Carter, who campaigned on a promise of welfare reform, made
this issue one of his administration's primary objectives. Initial administra-
tion proposals were released in August, 1977. The proposal is pending before
Congress. In keeping with the President's emphasis on the value of work, the
plan under consideration by the Carter administration provides strong finan-
cial incentives for welfare recipients to seek and hold jobs. For some popula-
tion groups, the plan would make cash assistance contingent upon working as
long as jobs or training were available. The administration plan also stresses
private sector employment over public by providing a more generous "income
disregard" for private wage earners, and imposes a more stringent work re-
quirement on single persons and childless couples than on families with de-
pendent children.

The four basic approaches to welfare reform are not necessarily mutually
exclusive. Sharing many goals, each represents an attempt to put together a
workable, efficient and politically attractive package of reform measures. Each
is made up of several components-many of them identical. For example, all
four of the reform approaches recognize the necessity for establishment of
uniform federal standards, particularly in eligibility for receipt of benefits,
and in benefit levels. The proposals differ, however, not only in terms of what
those standards should be, but in how they should be developed, administered
and enforced.

In one sense, it could be said that all of the current welfare proposals look
to "federalization" of the welfare system as offering a potential solution to
some of the current problems. However, in the context of welfare reform, the
term federalization has many different meanings, ranging from the institution
of uniform national standards, to complete financial support and administra-
tion of the total program by the federal government.

The issue of fiscal relief, that is how and to what extent state and local
governments can be relieved of the financial burden that increasing welfare
loads imlose on them, is typically not the primary aim of most reformers.
Instead, it is seen either as a by-product of reform, or movie often, as an addi-
tional and hopefully an effective tool to get enough leverage to bring about
the kinds of basic changes in the system that are desired. Clearly, reform
can take place with or without federal assumption of welfare costs. Fiscal
relief is not an absolute prerequisite for any of the four reform approaches
named above. (Conversely, neither is fiscal relief entirely dependent on re-
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form. It could take place without any other reforms.) However, supporters
of each approach recognize the political reality that reform cannot be achieved
without the political support of governors, mayors and county executives.
Therefore, all of the proposals do In fact provide for some federal assumption
of the state and local welfare burden. It should be made clear that this kind
of "federalization"-that is, federal assumption of welfare costs--does not
imply or necessitate direct federal administration of the system. Arguments
can be made both for and against having the welfare system operated entirely
by the federal government, with federal employees. This question will be
discussed further later In this section.

Since advocates of each approach address the welfare problem from differ-
ent perspectives, they, therefore, have different interpretations of the issues
facing them, especially of the public's desire for and acceptance of reform.
Problems of cost, work requirements, family Integrity, and the relationship
of reform to the non-welfare working poor loom very large. All would-be
reformers are acutely aware of recent reform history, particularly of the failure
of the Nixon administration's proposal, the Family Assistance Plan or FAP,
and as a result, today are extremely sensitive to the need for public support
and understanding. To a large extent, the argument over the best route to
reform is influenced as much by such tactical considerations as it is over
substantive content. In the next few pages, each of the four basic approaches
is described in some detail, although it is already clear that reform, when it
ccivis, must inevitably represent a eompnromise--indeed a series of compro-
mises among the supporters of each of the four. In other words, the final
result will not look like any of the proposals here described, but more likely
an amalgam of all of them.
Consolidated oash assistance

The consolidated cash assistance Ptppmach, would bring together all of the
separate cash and in-kind Income Fimpport programs into one federally admin-
Istered program of cash grants to imt -Jy persons. It Is basically a negative
income tax proposal, so-called beciase t is the mirror image of the familiar
positive income tax. There are various possible forms of a consolidated cash
assistance program but all start from the premise that there should be a
federally guaranteed floor below which Income should not fall, and that the
federal government should make up the difference between a person's earnings
and this floor. The floor is usually thought of in relation to the poverty stand-
ard, which as noted earlier, is presently set for an urban family of four at an
annual income of $5,850.

Since the mid-sixties, there have been several serious proposals for a nega-
tive income tax or consolidated cash assistance program. The ball started
rolling with conservative econ mist Milton Friedman's advocacy. He saw this
approach as a way to check the then frightening growth of AFDC. Friedman's
particular concern was the high benefit reduction rate of the earlier AFDC
program when benefits were reduced dollar for dollar for all earned income.
Friedman claims the high reduction rate was a strong contributory factor In
the increase in the welfare rolls. It became clear that once on welfare it was
hardly worth it for a recipient to try to get off since she or he was in effect
paying a 100 percent tax on earned income, unless the earnings were suffi-
ciently high to eliminate the individual's need for some cash assistance. (At
the present time, the reduction rate Is 67 percent. reduced from the 100 per-
cent level of the early sixties, but is still a fairly substantial work disin-
centive). The negative income tax was seen by Friedman and other conserva-
tives as a way to get around the reduction rate problem, particularly if the
minimum income guarantee was set low enough to permit lowering of the re-
duction rate. With a low rate, the conservatives argued, those on welfare
would have incentive to go to work. As earnings increased, cash payments
would decline until eventually a break-even point would be reached and wel-
fare rolls reduced, or at least held in check.

In 1968, President Johnson appointed a special commission to study the
whole problem of Income maintenance. The commission, chaired by Industrial-
ist Ben Ieineman, also recommended a form of negative Income tax, but with
a fifty percent reduction rate. This was also the reduction rate provided in the
FAP proposal of the Nixon administration in 1969. The Family Assistance
Plan started with a guaranteed Income of $1,600 for a family of four, and
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following the AFDC philosophy, was to be made available only to families
with dependent children. It also included fairly strict work requirements. As
outside earnings increased, the cash payment would be reduced, fifty cents for
every dollar earned, until the break-even point of $3,200 was reached. The
proposal was attacked by liberals and groups representing the welfare clients
as being too niggardly and unnecessaly harsh in its work requirements. Con-
servatives shied away from it because they felt the guaranteed income was
dangerously socialistic, that it was contrary to the work ethic, and opened
the door to the federal Treasury too wide. The price tag which the Nixon
administration originally put on its program was $6 billion. (Note that 1976
federal expenditures for AFDC were $9.7 billion.)

In 1973-75, the then Secretary of HEW, Caspar Weinberger put together
still another cash assistance suggestion called the Income Supplement Pro-
gram or ISP. The Weinberger proposal called for replacement of the AFDC,
SSI and the Food Stamp Program with a single cash transfer program subject
to both income and social security taxes. It would have provided an income
floor which for a family of four was $3,600. Unlike FAP, ISP was not restricted
to families with dependent children but extended to all needy individuals. The
estimated cost at that time was some $21.6 billion or $3.3 billion more than
the three programs together were costing at the time. Although Mr. Weinberger
was unable to persuade President Ford of the value or wisdom of ISP, the
hasic outlines of his proposal have been adopted by those who support the
consolidated cash assistance approach.

Still another proposal was made in 1974 by Representative Martha Griffiths'
fiscal subcommittee of the Joint Economic Committee. The Grilfliths proposal
suggested replacement of AFDC and the Food Stamp Program (leaving SSI
intact) with a universal tax credit of $225 per person eliminating the $750
personal income tax exemption in effect at that time. The proposal provided
for cash payments--in addition to the tax credit-that would guarantee an
income of $3,600 for a family -of four. The total cost was estimated at approxi-
mately $15 billion to $18 billion a year. Eligibility was to be based strictly on
financial need, and unlike the previous proposals, there was to be no work
requirement. The basic elements of the Griffiths plan were re-introduced in
January 1977 by Representative Robert Cornell of Wisconsin. The Cornell pro-
posal differs in that it would consolidate SSI along with AFDC and the Food
Stamp Program, would raise the minimum income to $4,300 for a family of
four, and would include a modified work requirement.

From Friedman on, all of those who have played with various formulas for
an effective cash assistance program have faced the same dilemmas, the same
problems. Perhaps the most difficult of these concerns is the trade-off between.
costs and wnrl incentives. To those in the field, it is called the "notch" prob-
lem, because it relates to that point of overlap or notching where a welfare
recipient moves away from government assistance and into the private econ-
omy. The problem arises because of the conflicting objectives of the welfare
reformers. Since in this country it is generally accepted that people should be
rewarded for working and that it is wrong to pay people more for not working
than they could obtain by working, that means that any reform proposal
must: 1) stress the development of a full employment program to make jobs -

available for those able to work, and 2) provide adequate, equitable benefits
for people unable or not expected to work.

All reformers also start with the proposition that a basic objective of wel-
fare is to provide a decent living for the needy, particularly for those now
living below poverty standards. This means that the guaranteed income floor
has to he high enough to do that. A third objective is the reduction of the
welfare burden, especially for state and local governments. The dilemma facing
reformers is that a benefit level high enough to provide a decent living,
coupled with a reasonable reduction rate-necessary to maintain work in-
centives--not only becomes extremely costly, but it tends to make those not
eligible for participation worse off than those who are eligible, and therefore
is immediately counterproductive. The table below shows how the arithmetic of
the notch problem works. For the sake of illustration, let us start with a
guaranteed income level for a family of four of $4,000. This is, of course,
considerably below the present poverty standard, but within the range that
is presently being discussed in most cash assistance proposals.
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Total family
Outside earnings Cash payments Income

$0 ......................................................................... $4,000 $4,000
$1 ,,0000 -------------------- 3,50 4, 00
$2,000 ............... ...................... 3, 000 5,000

......0 0.... 2,500 5,50
$4000 --................... 2,000 6,000$,,00 ................. --- -................................... .. 1, 500 6,500
$6,000 ---------------------------------------------------------------------1,000 7,000
$7,000 - - - - - - - - - - - - - - - - - - - - - - - -- - - -- - - - - -- 500 7,5W0$8,000 0 8................. .............................................. o ,000

A cash assistance proposal which starts with a minimum guarantee of
$4,000 for a family of four will mean that any family whose income Is less
than $8,000 will receive some federal cash aid. If the present poverty standard
of $5,850 becomes the base, the range of cash assistance eligibles would extend
to all families with an income up to $11,700 per year. If the base is reduced
to three fourths of the poverty standard or $4,388 (this is the base most fre-
quently discussed), the range of eligibles is reduced but still extends to those
witb current annual incomes of $8,776. That would be costly, of course, but
the problem is coihpounded if the present linkages that exist between such in-
kind programs as Medicaid and housing assistance were preserved. Then cash
assistance recipients would receive extra benefits denied the non-eligibles and
the difference between earnings of $11,700 and $11,701 would become politically
unbearable. Since the constituencies for Medicaid and housing are not likely to
permit elimination of those programs, the problem cannot be lightly dismissed.

If on the other hand, the starting point is lowered in order to hold costs
down, or if the reduction rate is raised beyond 50 percent, not only will bene-
fits be inadequate to meet minimum standards of decency and health, but the
problem of work disincentives is unresolved. Moreover, the notch problem is
only lowered; it does not go away. Most of the cash assistance plans aim for
eventual federal assumption of the entire welfare burden. But because bene-
fit levels presently vary so much among states, and in some states are already
considerably higher than any practically feasible guaranteed income level, all
of the current cash assistance proposals must provide for state supplementation
of benefit levels at least in the initial stages. To the extent that the high bene-
fit states must continue to supplement the federal payment, they will not get
the fiscal relief they need, and in addition, the inequities that currently exist
between states will not be removed.

One clear advantage of the cash assistance approach is that it permits con-
solidation of existing federal programs, particularly AFDC, SSI and the Food
Stamp programs. Certainly on theoretical grounds, consolidation of 881 and
AFDC under a cash grant approach is justified. SSI and AFDC are separate
because they were developed separately, addressing different target groups
and different populations, not because of a difference in program objectives
or program content. Once the obligation of government is established to see
that income is sufficient for health and decency, no reasonable differentiation
can be made between categories of needy individuals. What the government
does for one needy individual it should do for all with a like degree of need.
So consolidation with S8I makes sense. When it comes to the Food Stamp
Program, however, the problem Is somewhat different. It is not a consolidation
of populations that Is being talked about, but of program content. In this case,
consolidation involves "cashing out" of the Food Stamp Program and lumping
the financial benefits into one comprehensive support package for a single
population. The presumption is that the minimum income floor would be in-
creased by an amount equal to the value of the food stamps to which needy
individuals are presently entitled. If that presumption were in fact carried
out, it would add to the cost of the cash assistance program and compound
the financial problem. Much more likely, however, is that the additional pay-
ment intended to compensate for the loss of the Food Stamp Program would
be gradually absorbed and the nutritional objectives of the Food Stamp eroded.
As a result, recipients could be worse off than they are under the present
system.
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Another thorny issue confronting cash assistance supporters involves the
need to Include a strong work Incentive, and with that, a work requirement.
If work is to be required, all sorts of questions are raised. For example, who
should be required to work, for what wages and under what conditions? (It
has been estimated that only 10 to 12 percent of those presently receiving
AFDC are actually employable, primarily because of the need for day care
and the lack of suitable jobs at a wage sufficient to support a family.) Should
parents have a choice as to whether they work or remain at home, what ig
the government's obligation to provide suitable substitutes for parental care?
And for that matter, if there is to be a work requirement, what is the govern-
ment's obligation to provide jobs? These are some of the questions that have
- t ,-the development of another basic reform approach, the triple-track
approach.
The triple-track approach

The triple-track approach is so named because it divides the income support
universe into three distinct parts-persons who are expected to work but have
no job, persons who are not expected to work, and the "working poor"-per-
sons who work but have inadequate income. The proposal then deals with
each group in a way designed to meet its own special needs and requirements.
This is the policy called for by the AFL-CIO.

The triple-track proponents started with a conviction that although there
could be no question that the existing welfare system badly needed complete
overhaul, no one "welfare" program could be expected to meet the widely
different economic needs of such a diverse income support population. They
also started with the conviction that it was not so much welfare that needed
reforming, but the total economic and social system that resulted in so many
failures which then became the burden of the welfare system. It was recog-
nized, however, that even with full employment, changes in the present welfare
system are necessary.

The triple-track concept represents a completely different way of looking
at thc welfare problem. The triple-track proposal differs from the present
philosophy in that it starts from the premise that it is not lack of will, nor
slothfulness, nor greed that keeps most of the Income support population from
working, but lack of opportunity. A related premise is that the resulting un-
employment is an insurable risk properly borne by the government. The con-
cept also accepts the fact that there are some--people In some circumstances
who cannot and should not be expected to work but for whom the govern-
ment has an obligation to provide a decent level of support. Moreover, the
triple-track planners felt that if it were possible to identify these people who
should not be expected to work, the public and political opposition to decent
support levels could be reduced-as it is, for example, for those on SSI.

The triple-track approach suggests a different income support strategy for
each of the three groups identified above-tax reform for the working poor,
a manpower track for the unemployed, and a welfare (cash assistance) track
for persons unable or not expected to work. The working poor would receive
income supplementation through an expanded earned income tax credit and
through Food Stamps. For pe-sons expected to work but do not have a job,
the triple-track strategy would emphasize employment assistance, training, job
placement, and for some, public service employment. Those persons not ex-
pected to work would receive a federal cash benefit set at the poverty level.

At the present time, the federal manpower system includes an unemployment
insurance element designed to protect workers when and if they lose their jobs
because of adverse economic conditions, because of no fault of their own. It is
an insurance program, dependent on employer payroll taxes. It is designed for
workers who have some attachment to the labor force, i.e., those who have
"earned" the right to collect Insurance as a result of premiums paid on their
behalf. The current unemployment insurance program (UI) does not cover
new entrants or reentrants, nor does it include all employers and all occupa-
tions. The manpower system also includes an array of federally supported
employment and training programs, most of them administered by state and
local governments under the Comprehensive Employment and Training Act
(CETA). The system also includes the federal-state Employment Service which
provides labor market exchange services on a universal basis, in addition to
administering the work test associated with the unemployment insurance pro-
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gram and, in some cases, providing selected manpower services to CETA
itself includes at the present time a substantial public service employment com-
ponent. Welfare recipients are eligible for participation In this program, but
for the most part, it has been used by the state and local governments who
are CETA "prime sponsors" to provide subsidized public service jobs to
workers who are unemployed as a result of the recession and the continuing
lag in the economic recovery.

Under the triple-track proposal, the AFL-CIO urges enactment of a pro-
gram which would establish:

1. A redefined welfare system to provide income support in a direct, equitable
and efficient manner to poor individuals and families who are unable or can-
not be expected to be employed. The program should be entirely federally
financed with a national minimum benefit standard designed to provide a
decent standard of living. Additionally, closely associated with the welfare
system must be an effective system of services to strengthen family life,
focus on opportunities for children and provide long-range help in moving
people from dependence to independence.

2. A unified and restructured employment and training system which is
responsible for providing assistance to all persons who, with proper training
and/or placement, can be expected to work outside their homes and maintain
jobs. This would require a fundamental restructuring of existing programs
to provide an integrated system of training, job placement services and public
service employment opportunities. Temporary inerme support must be provided
through the employment and training system and not through welfare for un-
employed persons in training until such time as they are properly trained and
placed in adequate employment at the minimum or prevailing wage.

3. An increased minimum wage with adjustment annually for change in
average hourly earnings and coverage for all workers is the program most
crucial for the working poor-that group which is the most Inequitably treated
under the current welfare system. A strengthened food stamp program as well'
as an income supplementation through an expanded earned income tax credit
extension of current policy will be necessary for those workers who, because-
they have large families or have suffered extraordinary circumstances, are-
still in poverty.

The program would be fully federally financed, phased in perhaps over a
period of time, removing most of the present fiscal burden on state and local
governments. Administration could be provided through the states, certainly
during the transition period, but the expectation is that the program would
eventually be federally administered as well as federally financed.

The triple-track approach offers several clear advantages. First, and per-
haps most important, particularly from a tactical point of view, it avoids to
some extent the "work incentive/benefit level/high cost dilemma." Since there
will be no one in the welfare program who could work, there is no need to
worry about work disincentives, and no need to set benefit levels in relation to
marginal tax benefit reduction rates. Also the tie-in of benefit levels for those
employables who are not covered by regular UI to prevailing average wage
levels defuses the work or welfare Issue. Further, this approach has the ad-
vantage of building on an existing highly effective system which has stood
the test of time--namely, the present unemployment insurance system. Al-
though UI is not and should never be considered as a substitute for a com-
prehensive full employment policy, nevertheless, the present system as it has
developed over time has proved to be an effective backstop to the economy.

The incremental or multiple program strategy
A third major approach to welfare reform, the Incremental, or as its chief

spokesman, Brookings economist Richard Nathan prefers to call it, the moder-
nization approach, stems from a conviction that these transition problems are
the chief barriers to effective reform. This approach-which in the jargon of
the experts is called a multiple program strategy-starts from the premise
that fundamental reform of the welfare system is not politically possible, and
that, therefore, reform must be approached on a gradual or Incremental basis.
The supporters of this strategy would make the changes In the existing system
necessary to achieve the desired objectives but would do it through the back
door without making a frontal attack on the system itself. In addition to the
tactical considerations, the advocates of the multiple program approach point
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to the undeniable fact that the Food Stamp Program as It has evolved (par-
ticularly if the purchase requirement is eliminated) has already achieved
some of the objectives toward which other reform proposals are aimed.
Specifically, the Food Stamp Program has reduced to some extent the inequi-
ties that exist between high-and-low-benefit states since recipients in the low-
benefit states receive a greater portion of benefits from the Food Stamp Pro-
gram than do those in the high-benefit states. It has also helped revise the level
of benefits overall, thereby addressing the adequacy problem. And because food
stamps are available to the working poor as well as those on welfare, the
program has tended to ease poverty among low-income working persons.

It is important to recognize, however, that although the Incrementalists re-
ject any approach which would completely do away with the existing systems,
they are pretty much in agreement with other groups as to the kinds of in-
provements that must occur to make the welfare system equitable, efficient
and effective. Among the specific reforms proposed by the Incrementalists are
the following:

The establishment of a national minimum benefit standard for AFDC,
perhaps with geographical cost-of-living variations.

Mandatory inclusion of unemployed fathers or parents.
The establishment of national eligibility standards under AFDC, and its

Integration with the Food Stamp Program.
An annual cost-of-living adjustment in AFDC payments. Worth nothing

in this connection is that most other income support programs have such
a cost-of-living adjustment already built in although not always in a
direct form. The adjustment Is included in the Food Stamp Program by
virtue of its relationship to food prices; in the Medicaid program, because
of its relationship to fees for service; in the unemployment compensation
system, because of the tie-in to average wage rates; and, of course, in the
Social Security system which has a direct cost-of-living adjustment feature.

The elimination of the purchase requirement for food stamps to remove
the penalty now suffered by those at the very bottom of the economic
ladder whose inability to scrape up the cash to buy the food stamps to
which they are entitled can mean non-participation in the program.

Fiscal relief for state and local governments.
Mandatory emergency assistance as part of both the AFDC program

and the 981 program, and assumption by the federal government of full
responsibility for financing such emergency assistance.

Other improvements could be suggested. The Important point to make, how-
ever, is that the incremental approach is not necessarily a niggardly approach.
Important and significant improvements in the system are being suggested by
this approach. What the incremental approach does not do is to attack some
of most basic problems. Even granting that the modernization improvements
would go a long way to meet the reform goals of equity, adequacy and ad-
ministrative efficiency, and also could provide some fiscal relief, there Is some
question whether the tactical judgment of the incrementalists is correct. Are
they right that It will be easier, or will it be harder to address the question
of reform on a piece-meal basis? Would it be easier or harder to shepherd each
of the above reforms through the Congress on a one-by-one basis?

The Carter administration has apparently decided that it would be harder,
and has therefore rejected this strategy. Indeed since even the modest goals
of the incrementalists would require the development of broad public support
and a major political effort, the administration's decision would appear to be
correct. If a reform effort is to be made at all, it might as well be a good
one. Tinkering with the present system is simply not enough.
Tihe guaranteed Jobs/cash assistance program-The administration proposal

Taking the same tack to welfare reform as the proponents of the triple-
track approach, the Carter administration has also based its proposal on the
thesis that the key to reform is employment. The administration strategy
makes the same sharp distinction between persons expected and those not
expected to work as is made by the triple-track approach. In addition, the
assumption is made that the expectation of work must be backed by a Job
guarantee-with the federal government backstopping the private economy
with sufficient jobs to fill the guarantee, and secondly, that there must be an
adequate system of cash assistance for persons not expected to work.
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In his statement on welfare reform on May 2, 1977, President Carter sum-
marized the main thrust of the administration strategy, outlining twelve prin-
ciples for reform which he said would provide the framework for the adminis-
tration's plan. As a first principle, President Carter stated that reform plan
should have no higher initial cost than the present system. (Establishment of
such a ceiling on the cost of reform clearly conflicts with the achievement of
many of the other generally agreed-upon goals of welfare reform, particularly
the setting of a reasonably decent income floor for needy persons and pro-
viding fiscal relief to state and local governments.) Other Carter principles
provide that every family with children and a member able to work should
have access to a job, preferably in the private sector, but as a back-up, public
training and employment programs should also be available. Strong, financial
incentives should be provided to encourage private sector employment, to keep
families together, and to assure that working families receive more Income
than non-working families. The President's welfare goals also include a con-
tinuation of the present earned income tax credit to aid the working poor, and
the consolidation of existing federal benefits Into a single cash payment for
persons who cannot work as well as for those who work but do not earn ade-
quate income. A further goal identified by the President is to make the ad-
ministration of welfare programs simpler and easier and to emphasize local
administration of public job programs. And finally, the President stated that
the financial burden imposed on state and local governments by escalating
welfare costs should be reduced as rapidly as federal resources permit.

These principles are very much evident in the administration's welfare re-
form plan. Under the plan, persons who can and should work are guaranteed
a job or training and federal cash assistance is provided both to persons who
are unable to work and to those who do work but do not earn adequate in-
come. Under the Jobs component, persons expected to work register with the
local employment and training agency which will seek to place the person in
private sector employment. If private sector work is not available, the prin-
cipal wage earner in families with dependent children will have access to a
public service job or training slot under a federally funded public employment
program. These public jobs will pay the minimum wage. The administration
estimates that as many as 1.4 million jobs and training slots will be needed if
the unemployment rate is lowered to 5.6 percent by the time the program is
implemented. The expectation is to re-target public service jobs currently
funded under the Comprehensive Employment and Training Act (CETA) to the
welfare population, once the economy picks up and generates substantial num-
bers of jobs in the private sector. Incentives, in the form of higher cash as.
sistance, would aim to encourage persons to take private sector jobs over public
employment. Single-parent families with children under 6 years old will be

-encouraged but not required to work. Those with children, between the ages
of 6-13 will be required to take part-time jobs during the hours the children
are in school. The administration plans to creat 300,000 part-time jobs for this
purpose. Low-income single persons and childless couples will be required to
accept work or training, )r lose their eligibility for cash assistance.

As it is being developed, the Carter administration plan would consolidate
the three major existing income assistance programs-AFDC, 881 and Food
Stamps-Into a single cash assistance payment to eligible persons. Central
to the new cash assistance program is the distinction it makes between re-
cipients who are required to work and those who may work, but are not re-
quired to do so. This distinction is based on the assumption that certain popu-
lation groups-the aged, blind and disabled, and single-parent families with
young children-are not expected to work to support themselves. However, the
setting of a fairly low cash benefit level (about three-fourths of the poverty
level) aims to encourage some of these persons to seek employment. The
incentive to work for all other persons-those deemed employable--is even
stronger, as their benefit level would be set at less than one-half the poverty
level. Thus, what is proposed is a two-tiered cash assistance program which
would provide (1) Income support for those persons not expected to work
as well as for those persons expected to work but for whom a Job is not avail-
able: and (2) work supplements for persons who do work but have inade-
quate income.

The set of numbers currently under consideration by the administration
policymakers would produce the following benefit structure (in 1978 dollars)
for the two-tiered cash assistance program:
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1. Income support tier (for persons not required to work):
For a family of four with no other income ----------------------- $4, 700
For a single-parent with one child ------------------------------ 3, 800
For aged, blind or disabled persons:

Couple -------------------------------------------------- 8,900
Single persons ------------------------------------------- 2,600

Benefits would be reduced by 50 cents for each dollar earned. For a four-
person family, program eligibility would end when total Income (cash as-
sistance and earnings) reached the "break-even" point of $9,400 a year.

2. Work supplement tier (for persons required to work) :
For a family of four with a job ------------------------------- $2,600
For single Individuals (if no job is available) --------------------- 1,200
For childless couples (if no job is available) ---------------------- 2, 400

Earnings from employment do not reduce benefits until a family's total in-
come (including cash assistance) approaches the poverty level. Persons in
private sector jobs may earn up to $4,200 (the "income disregard") before
benefits are reduced 50 cents for each dollar earned beyond the disregard
level. However, for persons holding special public jobs, the proposed income
disregard is only $2,100. This distinction reflects the Carter administration's
goal of encouraging private sector employment over public jobs for welfare
recipients. For single persons and childless couples, there is no income disre-
gard and their cash benefits would be reduced 50 cents for every dollar of
earnings. These two groups would become ineligible for any cash assistance
if a job or training slot paying the minimum wage became available to them
whether or not the job or training were accepted.

The administration's welfare package would continue the present earned In-
come tax credit for all families with children and would not cause reduc-
tions in benefits paid by the cash assistance component of the plan. However,
two so-called technical changes under consideration by the Carter welfare
team could have significant impact on current welfare recipients. These
changes, if enacted, would have the effect of eliminating or reducing welfare
payments to many current recipients and would lower present costs making
room for some new welfare Initiatives, yet keeping within the President's
goal of no higher initial cost than current expenditures. These technical
changes include a re-definition of the "filing unit," the group of people con-
sidered in determining financial need and in counting income, and a lengthen-
ing of the "accountable period," the period of time in which income is com-
puted to determine eligibility.

These proposed changes-specifically to broaden the definition of the filing
unit to include more persons residing in the same household and to lengthen
the accountable period from the current practice of one month to as long
as six months-- are rationalized on the basis that they would assure a more
equitable way of counting income and determining eligibility for benefits. But
as a practical matter, the most significant effect would be to eliminate or
reduce payments to many of those currently receiving benefits, and to deny
benefits to many poor people at a time when they most need financial help.
Even with strengthened emergency assistance programs, real economic hard-
ship would increase. There is no doubt that these changes would help to hold
down costs-but at a high price in terms of individual and family needs.

If the administration adheres to Its projected spending estimates for wel-
fare, its reform proposals would carry a price tag of just about $31.1 billion in
fiscal 1978, $2.1 billion over the current total sending level for AFDC, SSI,
Food Stamps, Extended Unemployment Insurance, housing assistance and
CETA and WIN employment programs. Under the new welfare program, the
groups that would receive less federal cash assistance are current AFDC and
8S1 recipients In high-benefit states, current SSI recipients living with rela-
tives, and households that currently receive Extended Unemployment Insur-
ance who would not be eligible for benefits under the new program. Those
that would receive more federal dollars would be two-parent families with
children, single-parent families with children in low-benefit states, and single
persons and childless couples in states which have limited General Assistance
programs. According to administration estimates, the cost of the new welfare
program-including both the cash assistance and the jobs program compon-
ents--would be partially offset by savings from the former cash programs and
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by retargeting CETA public service Jobs to_ welfare recipients, resulting In
minimal additional federal expenditures.
The tough issues

At this writing many of the really tough issues which are basic to effective
welfare reform are still unresolved. As reform legislation works its way
through the Congress and as public debate on the welfare problem gains in
intensity over the next few months, some of these issues will come into sharper
focus. In addition to the questions of eligibility and benefit levels (or income
guarantee) already discussed, are questions relating to such matters as the
work guarantee and work requirement; the problem of providing fiscal relief
to state and local governments; the proper roles of federal, state and local
governments both in providing financial support for the system and in adminis-
tering the program; the provision of day care for children of working parents;
and the relationship of welfare reform to other income support programs,
particularly to Medicaid and housing assistance.

I or the labor movement, one of the most important issues concerns the
work i.equirement and work guarantee. For both political and economic rea-
sons, the nued to accept some kind of work requirement as a condition for
receiving benefits is recognized by most experts as being an essential compon-
ent of any successful refoILl scheme. But to be just and equitable, the work
requirement must not only be applied fairly and only to those who can rea-
sonably be expected to work but there must also be decent jobs for these
people. For example, the work requirement should be the same in all states.
It should not apply to full-time students in high school or college. Nor should
it apply to adults who are needed in the home to take care of young children
or incapacitated persons. Nor, of course, should it apply to aged, bltn-d or
disabled persons. Fair application of a work requirement will necessitate effi-
cient and even-handed administration. More difficult is the problem of making
good on a job guarantee so that all who are expected to work will actually
be provided a meaningful job, and/or training if that is needed first. The
administration's proposal is intended to do just that, but unfortunately is
deficient in several respects. If a job is to be meaningful, it must not be a
make-work, do-nothing kind of job. Nor should it replace existing jobs. There-
fore, the job must not only pay a decent wage, but must pay the same wage
that is paid to non-welfare recipients doing the same work. The administra-

_tion proposal includes a large public jobs component, more than a million
public service jobs to be paid at the minimum wage. To create this many jobs,
the Carter proposal would convert the existing CETA public employment pro-
gram into a public job program reserved for welfare recipients. At the pres-
ent time, approximately 725,000 public service jobs are funded under CETA
at a cost of over $6 billion a year. The CETA public job program was-estab-
lished as an anti-recession measure to help reduce unemployment and stimu-
late the economy. The Carter welfare proposal, constrained as it is by the
n-cessity to hold costs to the present level, has looked to CETA as a solu-
tion. In so doing, the proposal assumes that by the time welfare reform can
be implemented (not until 1981 or after) unemployment will have declined
and it will be safe to convert CETA funds to the welfare program.

The proposal is seriously faulty on two counts. First, to suggest that the
public service jobs should pay only the minimum wage is not only unfair, but
would be unworkable. It is simply not possible to put two workers side by
side, doing the same jobs but at different wages. Unless the prevailing wage
rate is used, one of two things is likely to occur. Either the existing wage
rates will be depressed-and if so, the quality of the work performed will
certainly suffer. Or welfare recipients on these jobs will themselves force the
rate up to existing prevailing levels. Moreover, since the minimum wage rate
does not produce enough income to move a family beyond the poverty thres-
hold (at even $2.80 an hour, a full-time worker would earn only $5,824, an
amount not quite equal to the official poverty level for a family of four), to
the extent that the prevailing wage is depressed, the program would be
counter-productive--only adding to poverty and dependency instead of reduc-
ing it.

Equally serious is what would happen to the concept of public service em-
ployment as a manpower tool if CETA becomes the chief vehicle for meeting
the job guarantee for welfare recipients. For many years, the labor move-
ment has fought for a permanent public service employment program which
could be expanded as needed when unemployment was high. and/or targeted
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to areas and segments of the labor force particularly hard hit by unemploy-
ment even when the general level of Joblessness was low. The present CETA
public service employment program represents a hard won victory for the
labor movement in this regard. If it Is allowed to be converted to a welfare
program, it will be very difficult or even impossible to mount a large-scale,
non-welfare public job program In the event of future downturns in the
economy. Its use as an effective, comprehensive manpower tool will be hope-
lessly compromised.

The fiscal relief problem Is another thorny Issue. At the beginning of this
section, the point was made that the problem of fiscal relief-that is the
alleviation of the financial burden presently borne by state and local govern-
ments-could conceivably be resolved either with or without enactment of
other welfare reform measures. Most of those concerned with reform, however,
recognize that reform has a better chance of enactment if it is coupled with
some measure of fiscal relief. They also recognize that without fiscal relief
the present welfare mess will most likely worsen.

It is not only political expediency which makes fiscal relief a necessary
and essential element of any reform scheme. Federal assumption of the costs
of welfare is probably a prerequisite for other welfare improvements, par-
ticularly for the establishment of uniform eligibility and benefit standards,
as well as for simplified administration and the operation of an effective
work program.

It is of course possible that fiscal relief for state and local governments
could come about in stages, moving gradually toward assumption of the full
costs by the federal government. For example, it might be possible for the
federal government to assume only a part of the current state and local
shares of AFDC-perhaps 75 or 50 percent at first, taking four or five years
or more to get to 100 percent. The fiscal relief problem Is complicated by the
fact that some states and some local governments, now pay higher benefits
than are contemplated-or indeed possible-under any of the reform schemes
under discussion. As a practical matter, there Is simply no way by which
an acceptable national guaranteed income level, or benefit level, will be as high
as the benefit level currently paid in the highest benefit states, such as In New
York or California. That being the case, it is clear that unless the high bene-
fit states are willing to reduce the benefits of their present welfare recipients-
something that is probably politically impossible-there will have to be some
state supplementation of benefits. And that means continued state and/or local
financing of a part of the welfare program, or additional federal relief for those
high paying states.

Three further points must be made on the problem of fiscal relief.
First. The argument is frequently made that the assumption of the full

costs of welfare by the federal government will make no difference to the
taxpayer. The bill must bc paid, and the taxpayer must pay it whether through
federal, state or local taxes. Some argue that federalization will inevitably be
accompanied by an increase in costs, so the taxpayer will be worse off than
before. This matter depends, however, on which taxpayer is being talked about.
Generally speaking, the federal tax system Is more progressive than most
state and local government systems, and can call on resources not available to
states and localities. That being so, federalization would probably benefit the
lower and middle income groups, although it Would put an additional burden
on the upper income groups. Also. it is not at all a foregone conclusion that
welfare costs would rise as a result of federalization. Initially that might be
the case, particularly if decent national standards were adopted. However, if
federalization were accompanied by the administrative reforms necessary to
eliminate waste, and especially if reform were coupled with an active full
employment policy, certainly in the long run welfare costs could reduce.

Second. The argument is also made the federal assumption of the costs of
welfare would not help the large cities which are in most serious financial
straits since only a few of the cities presently contribute to total welfare costs,
New York and Los Angeles being the prime examples. As described earlier,
although it is true that in most states the entire non-federal share of welfare
costs is borne by the state, not the local government, it must be recognized
that It is in precisely those states and cities which require a local contribution
that the welfare load is concentrated. If financial help is provided to Just
those states, a good part of the national welfare population will be affected.
Furthermore, it should be obvious that if state governments were relieved of
all or even part of the financial obligation that the welfare system imposes
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on them, and because they have a much broader revenue base to draw on
than the cities, they would be able to direct more assistance to the cities
than they can now.

Third, there is the matter of general assistance, the local dole. To the extent
that the welfare system is enlarged to cover all needy persons instead of be-
ing limited to families and the categorical groups (aged, blind and disabled),
the need for the general assistance program (the non-federal programs avail-
able in most states and localities to pick up and care for those people who do
not qualify for help under any federal program), will disappear, and relief
will be provided through the new federal program. However, for this to hap-
pen, the federal program will have to more adequately cover people than
Carter's current proposals.

Directly related to the issues of federal assumption of the costs of welfare,
and of continued state supplementation of program benefits is the question
of the role of state and local governments in the administration of a reformed
welfare system. It is sometimes argued that if the federal government is going
to assume full fiscal responsibility for the program it should also have full
responsibility for program administration. Such complete federalization makes
sense, it is argued, because it would lead to administrative simplicity and
assure that federal standards and requirements were maintained. Experience
with the present SS1 program does not entirely support this position.

As noted earlier in this report, the enactment of the Supplemental Se-
curity Income program in 1972 was slated to be a major first step toward
achieving reform of this country's approach to public assistance. To a large
extent, the 851 legislation "federalized" the former federal-state grant-in-aid
programs which provided income assistance for indigent aged, blind and dis-
abled persons. For the first time, SS1 established nationally uniform eligi-
bility requirements for receiving income assistance and established a national
income floor, financed by the federal government, and thus substantially in-
creased the level of income support for aged, blind and disabled persons.

The SSI program has been in operation since January 1, 1974, and cur-
rently provides benefits to 4.4 million people. The program's performance thus
far has received mixed reviews, and just how successful SS1 will be in meet-
ing the goals set out for it remains to be seen. However, its record and the
problems encountered to date offer important insights for welfare administra-
tors and policymakers as they move toward what may be a major overhaul
of the nation's welfare system. Among the questions raised are the following:
If a welfare program is primarily federally administered (as in the case of
SSI), how responsive can it be to individual client needs?

If the states are to have a role In administration, should it be on a con-
tractual or a cost-sharing basis with the federal government? Assuming that
the states will be required to supplement a basic federal payment In order to
protect recipients from suffering cutbacks in benefits, how will the state sup-
plements be administered-by the federal government or by the states? Can
states be required to supplement without being given the authority to ad-
minister the supplement? Who should be responsible for the administration
of emergency aid? What linkages should there be between the cash assistance
and jobs programs at the local level? And last but not least, what impact
would federal administration have on state and local welfare personnel?

The three-and-a-half year operation of SSI sheds some light on these ques-
tions. What was intended to be primarily a federal program has turned out
to be a mix of federal and state roles and responsibilities. As it has turned
out, the extent of federalization of income assistance for the aged, blind and
disabled achieved under SSI has been limited by the need to have the states
supplement the federal benefit which in turn has resulted in varying SSI
benefit payments from state to state, differences in eligibility requirements for
the state supplementary payments, and a mix of federal and state administra-
tion of the supplementary payments.

Some observers have noted that the administration of SSI by the Social
Security Administration has become encumbered by unexpected, unreasonable
demands on the agency to handle matters other than providing income assist-
ance. These observers agree that matters such as referrals of clients to other
programs and services, and the provision of emergency assistance are better
left to state and local services. The SSI experience also points up the need
for careful coordination of any new program and administrative mechanisms
with existing structures that will remain in place In order to maximize service
and assistance to program clients. But probably the most important lesson of
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SSI is that successful reform cannot be considered apart from consideration
of administration problems. No reform scheme, however clearly devised, or
carefully engineered, will work if it does not have competent, well-trained
adequately paid workers to run it. Further, it must be able to attract and hold
the kind of people who can understand and deal effectively with the moat
difficult human problems. This would indicate a continuation of state and local
administration of the program, at least in the initial stages. It must be remem-
bered that the bureaucratic nightmare that exists today is just as much a
trial for those who work in the system as for those who are on the receiv-
ing end. It is not only the recipient who must deal with forms, overlap and
confusion. Those involved in trying to make the present system work are all
but buried in an avalanche of paper. If that nightmare is to be brought to an
end, not only must present working conditions be improved, but Job rights
and security must be fully protected.

CHAPTER IV-FINDINGS AND RECOMMENDATIONS

The major findings of this study are as follows:
It is clear that time for reform of the welfare system is long overdue.

President Carter is right to make it a top priority of his administration.
The existing system, with its inequities, confuson, overlap and inade-_
quacies can no longer be tolerated. It is unfair, often more harmful than
helpful, and frequently counterproductive. Moreover, it is swamped in an
avalanche of paper, mired in a morass of detail, much of which is mean-
ingless and frustrating both to those who are on the receiving end and
those who are attempting to manage the system.

It is not enough to tinker with the present system, correcting this or
that fault, but leaving the basic system intact. A major overhaul is neces-
sary. This is because the existing system is a patchwork of many pro-
grams, with different and frequently overlapping objectives, goals and
target groups. The present programs grew up to meet a series of unre-
lated problems, one at a time, as each problem arose. To make sense of
the welfare system, there must be a single conceptual framework-a clear
understanding of what we want welfare to do. That of course meaus
starting from the bottom. But once that is done, the development and
arrangement of the components to make up a total scheme will become
easier.

In our view, the triple-track system f6presents the best approach to
the problem. The broad conceptual framework upon which it is built is
both rational and correct primarily because it recognizes that the welfare
problem is not one of supporting lazy, non-working people. It is an em-
ployment problem for those able to work, and a matter of assisting those
truly in need.

In the introduction to this study, several basic principles which we consider
essential to successful welfare reform were listed. They bear repeating here.

The welfare problem is not a problem of people. It is a problem of
institutional failures. First among these is the chronic failure of the
economy to provide enough jobs. A full employment policy must there-
fore be the starting point from which any welfare reform plan takes off.

A sound welfare system requires a much greater degree of federal in-
volvement, including financial support than is now the case. Eventually-
Indeed, as soon as possible, the entire cost of the welfare system should be
shifted to the federal government.

Federal involvement should not be limited to financial support. Sound
welfare policy also requires the establishment of certain minimum stand.
yards. There should be a single set of national standards for coverage,
eligibility for participation, benefit levels, computation of benefits, treat.
ment of income deductions, work expenses, and benefit reduction rates.

The federal government has an obligation to provide income support
for all those unable to work and to provide jobs and training to those
who can work. This includes the development of some kind of income
support for new entrants and reentrants into the labor force.

The federal government also has an obligation to see to it that those
who are working receive just and decent compensation for their work.
It is not right that so many of our citizens remain in poverty even though
they work full time. Nor is it right that those who are working should
be penalized for so doing.
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If there is to be full federal financing of a welfare system, including
establishment of uniform federal standards, it may be necessary to move
toward Federal administration of the system. But such a move should be
made only on the basis of careful consideration of all the advantages and
disadvantages, review of the experience of existing federalized programs,
and detailed planning and preparation. Furthermore, it should not be done
without full concern for and protection of the rights, working conditions
and job security of the thousands of state and local employees who cur-
rently bear the brunt of the "welfare mess."

Public policies should be designed to keep families together-not to
split them up. Mandatory extension of welfare coverage to include families
with an unemployed father is essential to preserving family structure.

The triple-track strategy is entirely consistent with these principles and
recognizes the diverse needs of the income support population and offers dif-
ferent and separate solutions to meet these needs.

Although the current system has been a source of controversy for more
than a decade, recent escalation in costs and number of recipients has cata-
pulted welfare reform into a major national issue. The magnitude of the wel-
fare mess and failure of past reform efforts are cited almost daily by the news
media, government studies, political leaders, welfare workers and welfare
recipients.

State and local governments, in particular, have been under severe fiscal
strain. Traditional public services-recreation, safety protection, education,
etc.-have been disrupted as local governments shift spending priorities to meet
welfare demands. Unemployment, recession and inflation, meanwhile, have
continued to drain local treasuries.

The brunt of service cutbacks, of course, falls on public employees. Public
workers feel the impact of budget belt tightening through layoffs, increased
workloads, and "inability to pay" arguments at the bargaining table. Ironic-
ally, this lowering in the quality of public services occurs at the very time
when the demand for these services is astronomical because of increased wel-
fare caseloads.

Welfare reform, however, cannot be achieved with a patch and repair job.
The entire system needs a major, total overhaul. Immediate attention obviously
is required, and effective short-term measures should be followed up with a
long-term program providing decent jobs and real income security.

GROWTH IN WELFARE-1950 TO 1976

Total AFOC expenditures Total AFDC receipients I

(thousand) Index 1950= (thousand) Index 1950.
100 100

1950 ---------------------------------------- 520,330 100.0 2,233 100.0
1951.:.----------------------------------------- 557,743 107.2 2,041 91.4
1952 ---------------------------------------------- 536,201 103.1 1,991 89.2
1953 --------- * ----------------------------------- 547,606 105.2 1,941 86.9
1954 ---------------------- ----------------------- 545,550 104.8 2,173 97.3
1955 ---------- ------------------------------ 01,556 115.6 2,192 98.2
1956 ------------------ ^------------------------- 616,442 118.5 2,270 101.7
1957 --------.------------------------------------ 73,424 129.4 2,497 111.8
19 - . . . ..------------.---------------------------- 771,60 148.4 2,846 127.5
1959 ------------------------ .-------------------- 00,286 173.0 2,946 131.9
1960 ----------------------------------------------- 961,746 184.8 3,073 137.6
1961 --------------------------------------------- 1,050 130 201.8 3,566 159.7
1962 ---------------------------------------------- 1,247,291 239.7 3,789 169.7
1963 -------------------------- *--------------- 1,324,996 254.6 3,930 176.0
1964 ------ *-------------------------------------- 1,414,016 271.8 4,219 188.9
1965 ---------------------------------------------- 1,573,767 302.5 4,396 196.9
1966-.-*----------------- ----------------- - 1,719,142 330.5 4,6V6 209.0
1967 ----------------------------- *.------------- 2,027,441 389.6 5,309 237.8
1 8-....-- . . . . . . . ..-------------------------------- 2,516,261 483.5 6,086 272.5
1969 ---------------------------------------------- 3,160,162 607.3 7,313 327.5
1970 ---------------------------------------------- 4,065,466 781.3 9,659 432.6
1971-------------- - 5,.653,184 1, 086.5 10,653 477. 1
1972 -------------- ------------------- 6.709,672 l,28).5 it069 495.7
1973- ------------- ----------------------- 7, 144 567 1:373.1 10.815 484.3
1974, . . . . . . . ..-------------------------- 7,526,092 1,446.4 11,006 492.9
1975 .............................................. 8-,638,529 1.660.2 11,389 510.0
1976, ...-......................................... 9,675,979 1,859.6 ,1,248 503.7

1 Data a e for December of each year.
a Data are Io July.
Source: Department of Health, Education, and Welfare.
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Mr. CU-,-,RovF.. The few points, Mr. Chairman, I would cover in
my oral presentation would begin with not taking the committee's
time to agree with everyone else that much is needed to be done to
rectify the whole system. Rather, let us concentrate on a few points
which to us seem salient.

The 1969 effort with which you were illustriously involved, to en-
act a family assistance plan. tailed to reach fruition, we think, for
several reasons. Certainly one of them was the polarization of those
who sought. a thoroughly ample benefit, with every possible protec-
tion for the beneficiaries-a position, I might say, nearer to our
own-and those who were primarily interested in cutting back costs
of welfare. Clearly, there will have to be a compromise if any pass-
able program is to emerge.

Accordingly, we hope the legislation will be as adequate as we can
make it, fully protective of the human dignity of the recipients, in-
cluding a practical program for training for job opportunities, the
creation of which must be provided, given the-persistent high un-
employment, and an efficient administration to assure a decent re-
turn of real gain for the resources the country invests.

A national full employment policy as contained in H.R. 50, S. 50,
is we think the first requirement. Federal responsibility must follow
Federal commitment.

With regard to both AFDC and medicaid, State and local govern-
ments carry a substantial part of the cost. On a national basis the
non-Federal share of AFI)C averages slightly less than half the
total. It is about the same for medicaid. General assistance is almost
entirely financed by State and local governments. The strain of this
on local resources is, of course, staggering and uneven across the
country.

For the non-Federal share to vary from 56 percent in Massachusetts
to 17 percent in Mississippi illustrates the problem here. Because
some States and some cities are bearing a disproportionate share of
the growing welfare problem whose origins, causes and even solu-
tions do not lie in a given region or locality, we conclude that the
ultimate goal must. be full Federal assumption of the welfare cost.
Perhaps we could establish the goal now and move gradually toward
it. A dividend of this policy would be that relief of the tax burden on
States and localities can enable them better to provide the essential
public services which are in so many places in need of improvement.

Federal involvement in the welfare problem should go beyond
financial support and should include national minimum standards.
National standards should apply to coverage, eligibility, benefit levels
and other central factors.

Ultimately it may be that there should be a Federal responsi-
bility for the whole system. If so, however, there must be full job
protection of the job rights and employment, conditions of State and
local employees who administer the program. It cannot in faot be
run from Washington. Individuals operating the system should be
aware of and sensitive to local conditions and they should provide
the social services which should accompany welfare benefit payments.

Lastly, we believe that those provided jobs, in connection with or
in lieu of the welfare system. should have jobs commensurate with
human dignity, and not be a source of semislave labor.
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The administration proposal might well force millions of citizens
to take private or pubIic jobs at the minimuni wage no matter how
Much that falls below the prevailing wage rate. Pay should be, in
our judgment, at the level of that negotiated by the union or the pro-
vailing rate.

As the last AFL-CIO Convention noted in part:
There is no assurance that the public service Jobs that would be created

under the Administration's proposal would not sluiply replace Jobs of workers
now employed or who would otherwise be hired by state and local govern-
ments.

Neither of course should they be used in any case as strikebreakers.
This is a central concern of ours.

Senator MhYXI,,AN. What about strikebreakers if they were con-
fined exclusively to the Panama Canal?

Mr. CosGRoVE. No exceptions, sir.
Senator MoYXIIIANx. There is the labor movement again, arbitrary,

intransigent, inflexible.
Mr. COSOROVrT Mr. Chairman, we want to offer at this point no

further reservations or addendums to the Canal treaties.
- We would urge, in addition, expanded tax credits for the working
poor. People should not be penalized if they work and should receive
income supplements which will guarantee them at least a poverty-
level existence.

Adoption of this multitrack approach to welfare reform will begin
to eliminate some of the problems that plague the system, begin to
meet the real needs of our citizens and, most important, achieve the
goal of providing a decent living for all.

Thank you.
Senator MOYN.XIHAN.. That is the goal the American labor movement

has been committed to for a century, Mr. Cosgrove.
Mr. Crippen, did you want to testify formally, before we begin

discussion here?
Mr. CRIPPEN. Yes. You have our formal statement, Senator.
I would also like to introduce Stan Wisniewski, who is the di-

rector of the research department of the Service Employees Inter-
national Union, based here in Washington.

Senator MoYN-iAN,. We welcome you to this committee, sir.
Mr. CRIPPE-N. The position of the Service Employees, I think, to

make our message brief, is that we believe that the time has come to
stop the philosophical debates over the issue of welfare reform. If
any agreement can be reached on a way to overhaul the sytem, then
we should do so. If not, then we should still attempt to correct the
most glaring problems.

As we see it, the following problems must be addressed by this
Congress: one, inadequate benefit levels in many States; two, a
senseless diversity of payment schedules and eligibility requirements
from State to State; three, an increasing fiscal burden in many
States and most cities; four, continued perverse incentives against
maintaining family stability; five, lack of realistic employment op-
portunities for those who are able to work; and six, lack of ade-
quate day care facilities for welfare families.

Short of a complete overhaul, we would hope that at a minimum,
the following steps could be taken this year: one, rapidly phase in
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full Federal funding for AFDC; two, establish minimum benefit
levels at the poverty level with a cost of living allowance; three,
establish Federal eligibility requirements; four, require AFDCUF
in all States; five, phase in full Federal funding of medicaid; six,
maintain the food stamp program with no purchase requirements;
seven, adopt the earned income tax credit, as reported by the House
special committee; eight, ensure that the job programs recognize
the principle of equal pay for equal work; nine, expand the pro-
posed number of public service jobs to at least 3 million; and ten,
maintain and expand the present UI program to provide for the
long-term unemployed outside the welfare system.

We are very much opposed to the so-called comprehensive reform
schemes that would cash out all services and in-kind programs in
favor of a negative income tax approach. Poverty has numerous
causes; no one program can address the needs of all of the poor, and
more is needed than just handing them a computerized check each
month.

Services under title XX, the housing program, food stamps, day
care, are all programs of immense importance to those millions of
neople who rely on.them. That is why we favor a partnership with
State governments. The more comprehensive and progressive taxing
powers of the Federal Government should be used to raise the
revenue to fund these programs.

The causes of poverty are national in scope and the burden of
relieving poverty should be borne by the Nation as a whole. In
return, there should be Federal standards for eligibility and benefit
level.

The program should be administered locally, by the level closest
to welfare clients. This would ensure that needed services are coordi-
nated with the monthly benefit check and that the provision of
social services is responsive to the specific needs of the poor.

Our goals, then, would be a fully federally-funded program with
State administration providing a decent minimum benefit level to
those who cannot be expected to work, and a job at a fair and equita-
ble wage level to those who can work.

In light of these principles, we would like to submit our comments
which you have.

Jobs. Meaningful reform of the Nation's welfare system cannot
be accomplished unless enough jobs are made available at fair
wages. No employable person should remain trapped at the poverty
treadmill for lack of an adequate level of earned income. While
each of the current reform programs recognizes the need for more
job opportunities, none offers a sound strategy for producing the
necessary levels of worthwhile employment.

Senate bill 2084 requires all persons eligible for employment be
placed in private or public sector jobs. Given the current state of
our economy, where the additional unsubsidized job opportunities
are to come from remains a mystery.

Apparently the underlying assumption of S. 2084 is that the 71/2
million unemployed and discouraged workers have been unable to
secure jobs simply because they are unwilling to work for the mini-
mum wage. That notion is clearly at odds with the realities of the
Nation's labor market.



739

The subsidized portion of the jobs in S. 2084 mandatory work
program will create at best 1.4 million public sector jobs. This is
only a modest increase in the amount of full-time jobs provided by
the present CETA public employment programs. Yet with the
availability of only a limited number of temporary minimum-wage
jobs, the administration hopes to meet the employment needs of all
eligible individuals who cannot be immediately placed in unsubsi-
dized jobs.

Moreover, the minimum wage requirement attached to the public
employment program is certain to upset wage structures and em-
ployment in the public sector.

An equally important problem is that there is no guarantee that
public services jobs "created" to help the unemployed poor will not
replace the jobs of existing workers or those of workers who would
otherwise have been hired by State and local governments. Neither
public service programs of S. 2084 or H.R. 10950 make any serious
effort to prevent job displacement or wage-cutting from occurring.

The voucher system in S. 2777 is nothing more than a thinly dis-
guised scheme for making workers available to employers tt less
than prevailing wage rates. Little or no effort is made by the pro-
ponents of this system to guard against the wholesale substitution
of subsidized employees for currently employed workers.

Attempting to stimulate employment through business tax credits
has been tried time and again and in almost every instance, the
results have proved disappointing. Similarly, the Ullman proposal,
H.R. 10711, contains virtually all of the same inequities and uncer-
tainties found in the other bills while providing far fewer jobs than
some of the alternatives.

The jobs component of any welfare reform proposal is deficient
if it does not help the target population meet existing job require-
ments. Training potential workers and upgrading their job quali-
fications is absolutely essential to a successful employment effort,
yot improved training provisions beyond what currently exist in the
CETA public employment programs are notably absent from S.
2084 or even in the improved H.R. 10950.

It is critical that any temporary job component he more than
just a holding point fo'r the poor. Having a future is an integral
part of the path out of poverty. Subsidized job holders do not need
to be merely occupied; they need an occupation.

While we recognize the urgent need for Federal standards and
benefit levels and eligibility requirements, we feel strongly that
State and local administration is by far the most sensible approach
to welfare reform. Federalizing the administration of these programs
will destroy the essential services that America's poor now receive
from State and local social service agencies.

The experience of federalization in the income maintenance pro-
grams for the aged, blind and disabled represents a case study in
the kind 3 of problems we foresee with Federal administration. With
the creation of the supplemental security income program, adminis-
tration was shifted from State and local social service agencies to,
the Social Security Administration. Social security offices had and
have little understanding of the nature of the services previously
provided by the social service agencies at the State and local level.
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Local social service agencies had to continue to deal with clients
who received their financial assistance from the Social Security 'Ad-
ministration but whose other needs required specialized attention.

Federal administration will also undermine the comprehensive
package of services which have been successfully developed by local
social service agencies in coordination with probation departments,
health departments, employment departments, public defenders, dis-
trict attorneys, and schools
-Benefit levels and eligibility requirements can and should be
federalized, but not at the cost of eliminating essentially local ad-
ministered social services.

Senator MlOYNHIA-N. I do thank you, sir. I was struck by how
similar in some respects Air. Crippen's testimony was on behalf of
the Service Employees International Union with that of the chamber
of commerce.

Mr. CRIPPEN. You mean they have seen the light?
Senator MOYNIHAN. Some of you have simultaneously come to-

gether. But your proposals and the chamber of commerce proposals
are rather similar.

Let me say first of all to Mr. Cosgrove, as I think he knows, that
I couldn't be more supportive of the public employee unions. I
drafted the Executive order that President Kennedy promulgated
in 1962, which gave union recognition to Federal employees, and, I
guess, led to the formation of your department, did it not, a couple of
years later?

Mr. CosoRovE. Some years later. We have been in existence about
4 years, Senator, but certainly Executive Order 10988 gave great
impetus to the organization ofFederal employees.

Senator MoyxuL x. Let me ask you a general question first of
all, and I hope everybody here will feel free to speak. Which of
the programs that has been proposed do you like? Do you like none
of them and would you like the arrangement that you got ? You have
spoken that the President's program doesn't seem to have pleased
you and the Ullman does not nor does the Baker-Belhnon-Danforth-

,ibicoff.
Do you think the present system is working well enough if it were

just adequately financed?
Mr. CosGROvE. I think the central objection that we have about the

President's proposal is that the benefit level is totally inadequate. It
is $4,200 for a family of four. Obviously, the benefit level is a central
aspect. This is less than two-thirds of the poverty level, officially
established, and less than the.- families in 38 States are currently
receivinrgthrough-combined welfare benefits and food stamps, so that
would be a central problem, I think.

Senator MoYNIAN%. You are quite right. It is 65 percent of the
poverty level and in Baker-Bellmon, it would be set there.

Mr. CosGRov &. That I think has traditionally been a central prob-
lem throughout this, the failure to recognize that there is a large
group that is simply unemployable, so this talk about "work-fare,"
while it is one with which we would also agree in broad terms, can
in a certain light be considered demagogic, if there is a concentration
on it to the exclusion of the fact that some people cannot in fact
be employe.-
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This in no way diminishes the need for work, and we put high
emphasis on this, real public service jobs. I think our concern there
is somewhat repetitious, so I will simply summarize it. These would
be jobs not depressive of human dignity but supportive of the human
dignity of those referred to them because public service jobs should
be that; they should have dignity, they should be consequential, not
leaf-raking, but many of the good things and many of the most
excellent projects of the old PWA and WPA days of the thirties
made major contributions to our security and our capacity to pro-
vide for our security in World War II and the rest. So these were
not boondoggles by any means, no matter how portrayed by the
cartoonists.

Senator MOYNrA-X-. No, they were not.
Mr. CosoRoVE. We think that they can be again, to really strength-

en America for its needs. But in terms of the employee himself,
our concern would be that they be additional social functions that
were undertaken and not the displacement of now existing workers.

Senator MOYNIHAN. All right, now, you have had your chance,
Mr. Cosgrove.

What do you say, Miss Wright, on the bills you have heard about?
Ms. WRIGHT. My most important concern is what will happen if

the Federal Government takes over the programs.
Senator MoYN1LAN.. Describe that concern.

Is. WRIGHT. As far as the employees that are members of my
local union that I represent, they are all State employees at this
point, and if their jobs were to become Federal, there would be a
question as to whether they would be assimilated into this program
and whether we would represent them any more.

Senator MoYNIHAN. That is an absolutely legitimate concern in
any program. This did not happen with SSI, did it?

Mr. CosonovE. No.
Senator MOYNIHAN. 'And it must have meant some disorganiza-

tion, I would think.
Which of you was around when that took place? You were, Mr.

Crippen?
Mr. CPipp. SSI absorbed very few people from current Govern-

ment. It just took the program in the Social Security Administra-
tion. They attempted to make do with mostly what they had. I think
they expanded rather slightly. They really don't know' how to deal
with the issues. Our offices are in the same building with the Social
Security Administration and I spend some time in conversation with
the people in social security. They say things like, gee, it is the
worst thing that has ever happened to this agency. We just don't
know how to deal with it.

Senator MOYNIHAN. They say this?
Mr. CRiPF. . Right. The office manager said to me, can you imag-

ine what it is like working in an agency where some people are in
the waiting room waiting for an earned benefit and other people are
there just because they need it?

I really couldn't see the difference but apparently they could see
the difference, and they feel it is different, and they do not have a
problem-solving orientation. They don't like getting involved in
problem solving.
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All of the welfare departments in California have specialized
workers who deal with people who are on SSI, who come over to
the welfare agencies, some because of delayed checks and redtape,
but others because they need some assistance with the other problems
that accompany poverty and the Social Security Administration is a
fine agency, and if you need an agency to get people a check on time,
that is what it does very well but it doesn't help people with their
problems. They just don't have the proper training, background,
staff, or orientation.

Senator MOYNAN. Well, there is a different orientation. An in-
surance arrangement is different from a charitable arrangement, and
there are different modes to deal with problems.

Mr. CRIPPEN. But people are sent back and forth between agencies
attempting to get their problem solved. They get to the welfare
agency, then there are mechanism within the welfare agency that can
help them. There are social workers there who help insure that an
aged person may remain in the community or if a conservatorship
or guardianship is needed, then there is a worker there who can
assist the family or an individual, in terms of making sure that those
things are done.

I would wonder about the propriety of having a Federal employee
go into local court, for instance, and file a petition for conservator-
ship or guardianship on behal' of an aged person.

Senator MOYNIHAN. I do thank you. It is past 2 o'clock, and we
have one more witness. I am going to have to forego the pleasure
of hearing from all of you, but there will be another opportunity.
If any of you have any further personal statements you would lile
to submit for the record, we will include them. I would just like to
say before you leave that I very much share the sentiment in Mr.
Cosgrove's statement that there must be full job protection of the
job rights and employment conditions of State and local employees
who administer these programs, if there is to be further federaliza-
tion. That is a responsibility which the Congress ought to address
itself to and knowing you will be close at hand, we wiY1 see that you
are consulted as we move along.

We thank you all. You are very courteous. I wish we had seen
you first thing in the morning but as you know, we. had two Sena-
tors and they, as they sometimes do, went on a little longer than
they expected.

Mr. COSGROVE. On behalf of all of us, thank you, Senator.
[The prepared statements of the preceding panel follow:]

STATEMENT OF THE AFL-CIO PUBLIC EMPLOYEE DEPARTMENT

My name is John E. Cosgrove, Legislative Director of the AFL-CIO Public
Employee Department, a coalition of 30 national unions which have affiliated
with the Department some 2 million public employees they represent. These
members work at every level of government: federal, states, counties, cities,
postal service, school boards, transit authorities, and others. We are interested
first as citizens, secondly as part of the labor movement with its objective
of advancing social justice and, thirdly and specifically, as public employees.
We appreciate this opportunity to testify on the President's welfare reform
proposal, S. 2084 and related considerations. As a preliminary let me say that
we compliment the Administration for its proposal to address--in a compre-
hensive way-the complex and pressing problem of welfare. We similarly
compliment this Committee for addressing this question.
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I. THE PROBLEM

The problem of welfare reform is one that must be addressed by the Ameri-
can people, through the Congress and the Administration, because of Its Im-
portance to all our people, including the 26 million Americans below the
poverty level. Our earliest approach to poverty in the United States was a
laissez fare attitude, which relied on a sort of Darwinian theory of "let them
suffer", unless "they" are fortunate enough to find some private charity. Next
came the county poor farms or poorhouses which overlapped the private
charities, many of which collapsed in the Great Depression.

The first major address to this question was, of course, the Social Security
Act of 1935. Today we have, from the 1935 Act and subsequent legislation:
Aid to Families with Dependent Children (AFDC), Supplemental Security
Income (SSI), Food Stamp Program, General Assistance (GA) and Medicaid
as the five major welfare programs.

There is probably only one aspect of this "welfare system" over which there
is universal agreement: that is the truism that it is indeed a mess. It can
even be questioned whether ic is a "system" at all. It has the twin charac-
teristic of being increasingly exhorbitant in cost to taxpayers and, simul-
taneously, largely inadequate to the recipients sought to be served, That, of
conir-e, is why the Administration and the Congress are seeking a more equi-
table and workable solution.

Our Department, last year, commissioned a study, a single copy of which
we NYould like to submit for the record. A particular excerpt might be helpful
to your considerations and we set it out at this point.

"For the labor movement, one of the most important issues concerns the
work requirement and work guarantee. For both political and economic rea-
sons, the need to accept some kind of work requirement as a condition for
receiving benefits is recognized by most experts as being an essential compon-
ent of any successful reform scheme. But to be just and equitable,_the work
requirement must not only be applied fairly and only to those who can rea-
sonably be expected to work but there must also be decent jobs for these
people. For example, the work requirement should be the same in all states.
It should not apply to full-time students in high school or college. Nor
should it apply to adults who are needed in the home to take care of young
children or Incapacitated persons. Nor, of course, should it apply to aged,
blind or disabled persons. Fair application of a work requirement will neces-
sitate efficient and even-handed administration. More difficult is the problem
of making good on a job guarantee so that all who are expected to work will
actually be provided a meaningful job, and/or training if that is needed first.
The administration's proposal is intended to do just that, but unfortunately is
deficient in several respects. If a job is to be meaningful, it must not be
a make-work, do-nothing kind of job. Nor should it replace existing jobs.
Therefore, the job must not only pay a decent wage, but must pay the same
wage that is paid to non-welfare recipients doing the same work. The adminis-
tration proposal includes a large public jobs component, more than a million
public service jobs to be paid at the minimum wage. To create this many
jobs, the Carter proposal would convert the existing CETA public employ-
ment program into a public job program reserved for welfare recipients. At
the present time, approximately 725,000 public service jobs are funded under
CETA at a cost of over $6 billion a year. The CETA public job program was
established as an anti-recession measure to help reduce unemployment and
stimulate the economy. The Carter welfare proposal, constrained as it is by
the necessity to hold costa to the present level, has looked to CETA as a
solution. In so doing, the proposal assumes that by the time welfare reform
can be implemented (not until 1981 or after) unemployment will have de-
clined and it will be safe to convert CETA funds to the welfare program.

"The proposal is seriously faulty on two counts. First, to suggest that the
public service jobs should pay only the minimum wage is not only unfair,
but would be unworkable. It is simply not possible to put two workers side by
side, doing the same jobs but at different wages. Unless the prevailing wage
rate is used, one of two things is likely to occur. Either the existing wage
rate will be depressed-and if so, the quality of the work performed will
certainly suffer. Or welfare recipients on these Jobs will themselves force
the rate up to existing prevailing levels. Moreover, since the minimum wage
rate does not produce enough income to move a family beyond the poverty
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threshold (at even $2.80 an hour, a full-time worker would earn only $5,824,
an amount not quite equal to the official poverty level for a family of four),
to the extent that the prevailing wage is depressed, the program would be
counterproductive-only adding to poverty and dependency instead of reduc-
ing it.

"Equally serious is what would happen to the concept of public service
employment as a manpower tool if CETA becomes the chief vehicle for meet-
ing the job guarantee for welfare recipients. For many years, the labor move-
ment has fought for a permanent public service employment program which
could be expanded as needed when unemployment was high, and/or targeted
to areas and segments of the labor force particularly hard hit by unemploy-
ment even when the general level of joblessness was low. The present CETA
public service employment program represents a hard won victory for the
labor movement in this regard. If it is allowed to be converted to a welfare
program, it will be very difficult or even impossible to mount a large-scale,
non-welfare public job program in the event of future downturns in the
economy. Its use as an effective, comprehensive manpower tool will be hope-
lessly compromised."

Most of us member well the 1969 efforts to enact a family assistance plan,
and there was much of value in it. The lesson which emerged from that abor-
tive attempt is that we must expand job and training opportunities for all
who are employable and, at the same time, provide fairly and sufficiently for
that large majority of AFDC recipients who can in no case fend for them-
selves. Certainly the situation today is far beyond any remedy by well-inten-
tioned amendments. A major overhaul is required.

The patent inequity of a society as rich as ours failing to order its
priorities to provide for the fundamental requirements of its members re-
quires little elaboration. We suggest that each member of a national or local
community has some responsibility for and should feel some sense of solidarity
with, all the other members. A particular obligation rests on the more fortu-
nate to help those not so fortunate. The question is the way to meet it best.

What is needed is a program to assure that each family and each person in
the country have an adequate annual income, either through employment or,
where that is not a proper or practical means, through an alternate method.
This goal, a system of adequate guaranteed annual income, which could be
achieved through other programs or a combination of programs is both de-
sirable "to promote the general welfare" and feasible in the near future.

Last year, we spent through federal, state and local governments billions
on welfare. Nevertheless, 12% of our population remains below the poverty
line. The great gains in federal social policy under President Lyndon Johnson's
"War on Poverty" were, no matter how valuable, insufficient In the past
ten years the number of AFDC recipients has jumped from 4.4 million to 11.2.
The hard core remain and grow. Their condition is drastically exacerbated
by the recession and its high unemployment which remains very much with
us even now.

The Congressional Budget Office estimates that the $9.6 billion AFDC bill
for FY 1976 will rise to $11.4 billion in 1978. They summarize all categories
of welfare programs as having similar large increases. Thus the magnitude
of the problem is evident.

11. THE SOLUTONS

First, we believe a full-employment policy is the prime requirement. We
endorse the proposed 1.4 million public service Jobs in the Administration's
plan, provided they do not simply replace present public employees with new
ones, which would accomplish nothing for either the unemployment problem
or the welfare problem. Neither would it be of social value to have public
service jobs that are below the prevailing rate of pay for like Jobs. Full
labor standards protection must be provided. Similarly, the work to be per-
fornied under these programs should be to meet the many social needs not now
addressed, or not now addressed adequately, by government.

The average AFDC payment of less than half the poverty level is mani-
festly inadequate. To meet these needs adequately we believe that, at some
point, a substantially-greater share of the program's cost-if indeed not all
of It-should be assumed by the federal government.

Second. A sound welfare system requires a much greater degree of federal
involvement than is now the case. Nowhere is this more evident than in the
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area of financing. The two biggest programs, Aid to Families with Dependent
Children and Medicaid, are shared, with state and local governments bearing
a substantial part of the total cost. On a national basis, the non-federal share
of AFDC averages slightly less than half the total. For Medicaid, the non-
federal share averages about the same. The general assistance programs are

9 financed entirely by state and local governments. The rapid growth of these
programs in the past five years, particularly of AFDC and Medicaid, has put
a tremendous financial strain on local resources. It would be bad enough If
that strain were more or less evenly distributed around the nation but it is
not. The non-federal share of AFDC and Medicaid is much higher in some
states than in others. In the AFDC program, for example, the non-federal
share varies from 56% in Massachusetts to 17% in Mississippi. Further com-
pounding the problem, the states and localities with the higher non-federal
shares are often the very same states with the heaviest welfare caseloads.
They are also apt to be the states paying the highest benefits. Our study
shows that there are 14 states in which the federal share of the cost of AFDC
is less than 51%. But in 1975, more than half (53%) of all those receiving aid
under AFDC lived in those 14 states. They are also the states with the most
rapid growth rate in the welfare caseload. Between 1965 and 1975 the wel-
fare burden In these 14 states increased from 46% of the national total to
53%; from 2 million to 6 million recipients. Of these 14 states, ten rank in the
top half of all states in terms of maximum monthly benefit payments. Eight
rank in the top fourth.

What all this means is that some states and some cities are bearing a dis-
proportionate share of this country's growing welfare problem, a problem
which Is national in scope and whose origins, causes, and even solutions do not
lie in any given region or locality. We believe the only way to correct these
disparities is to establish an ultimate goal of full federal assumption of .be
welfare cost. We recognize that full federal financing probably cannot be
accomplished in one move. But this should not deter us from working toward
that goal, or from starting immediately. The important thing is to establish
the principle of full federal support, and to work toward that goal as quickly
as we can. A dividend of this policy would be that relief of the tax burden
on states and localities can enable them better to provide the essential public
services which are in so many places in need of improvement.

Absent full federal financing, the Administration proposal to save $2.1 billion
in state and local governments would be an important step forward. Par-
ticularly high-benefit states such as California, Illinois, Massachusetts, Mich-
igan, New York and Pennsylvania will receive needed help if, as the Adminis-
tration believes, all realize savings in excess of 25% of their present outlays.

Third. Federal involvement in the welfare program should not be limited to
financial support. Sound welfare policy also requires the establishment of cer-
tain national minimum standards.

We should have a single set of national standards for coverage, eligibility
for participation, benefit levels, computation of benefits, treatment of income
deductions and work expenses, and benefit reduction rates. It simply does not
mak6 any sense for place of residence to be the most important factor in de-
termining government's response to individual need.

Fourth. We believe that full federal financing with the introduction of fed-
eral standards requires the assumption of federal responsibility for the system.
This can and should be accomplished gradually, and must be done with full
protection of the job rights and employment conditions of state and local
government employees. We do not suggest that the welfare system should be
run via comWiuter from Washington. Quite the contrary. An efficient and
responsive welfare system we believe is best operated by individuals who are
fully aware of and sensitive to local situations; social service must accompany
welfare benefit payments. But irtfie welfare system is to be supported by all
of the taxpayers, it must be made accountable to all of the taxpayers.

Fifth. We strongly believe that the federal government has a -dual obliga-
tion to its citizens, to provide income support for those unable to work and
to provide jobs and training for those who are not able and who want to
work. It also has an obligation to see to it that those who are working receive
just rewards for doing so. The welfare system was designed to help those
needy persons who cannot or should not be expected to work. It should not
be burdened with all of the other problems of society. The needs of people are
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too diverse to lump together under one huge monolithic system. Other systems
should be strengthened and improved to meet the needs of people who are
able and want to work, but who cannot find a suitable job, as well as to
meet the needs of those who could work if they had additional training and
employment assistance and of those who are already working, but at a wage
too low to sustain a decent standard of living. Improvements in the existing
system should start with adoption of a full employment policy, recognizing the
right of every worker to employment at a decent wage. Prudent pulnning
coupled with sound fiscal and monetary policies could do much to bring about
such a desired result. To the extent that gaps remain, the government job
guarantee must be backed by a carefully structured government jobs program.

Adoption of this multi-track approach to welfare reform, will begin to elimi-
nate some of the problems that plague the system, begin to meet the real needs
of our citizens and, most important, achieve the goal of providing a decent
living for all.

STATEMENT Of THE SERVICE EMPLOYEES INTERNATIONAL UNION, AFL-CIO

SUMMARY OF SERVICE EMPLOYEES INTERNATIONAL UNION TESTIMONY ON WELFARE
REFORM

(1) SEIU supports the general approach taken by the Administration, that
there should be a "two-track approach" with a welfare component for those
who cannot be expected to work, and a job component for those who are able
to work.

(2) There should be eventual full Federal funding of AFDC (and ideally
medicaid) with Federal standards on eligibility and a minimum benefit level
raised quickly in steps to the poverty level.

(3) Welfare administration should remain with the states and localities to.
insure the coordination of the payment program with other programs and
services.

(4) "Cash outs" of other programs should be avoided. The food stamp
program should be maintained with no purchase requirements.

(5) An "incremental" approach to reform could insure that some much,
needed changes (such as extending AFDC-UF to every state) are made this
year.

(6) The jobs portion of any legislation must recognize the principle of
"equal pay for equal work" and include strong job protection and maintenance-
of-effort requirements.

(7) The number of jobs to be created in each of the present proposals are
far too few.

(8) A major goal for Congress should be some measure of fiscal relief for
our nation's cities.
Statement

Good morning. My name is David Crippen, Executive Director of the Cali-
fornia State Social Services Union. I am here today to testify on behalf of
the 600,000 member Service Employees International Union. With me are the
heads of three of our largest unions representing state welfare workers: Lois
Balfour of the Boston Social Workers Guild, Andrew Stern and Jane Perkins
of the Pennsylvania Social Services Union, and Gall Wright of the Rhode Is-
land Alliance of Social Service Employees.

Service Employees represents over 50,000 welfare workers throughout the
United States. But we are here today speaking not only as social workers,
who are closest to the welfare clients, but also for the hundreds of thousands
of other workers SEIU represents in every major city across the country.
Welfare reform is not only a critical concern for the millions of Americans on
the welfare roles. It is also an urgent problem that affects every facet of our
national life.

Our message this morning is brief. The time has come to stop the philo-
sophical debates over the issue of welfare reform. The time has come to do
something now to relieve the most pressing problems in the entire welfare
mess.

If we must wait until every interest group, every political viewpoint, is
satisfied with a proposal to overhaul the welfare system in its entirety, there
seems no realistic hope that anything will be done this year.
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For the past ten years we have intensely debated this issue. I sincerely
hope that we will not end up here ten years from now-again pleading for
reform. If any agreement can be reached on a way to overhaul the system,
then we should do so. If not, we should still attempt to correct the most
glaring problems.

As we see it, the following problems must be addressed by this Congress:
1. Inadequate benefit levels in many states.
2. A senseless diversity of payment schedules and eligibility requirements

from state to state.
3. An increasing fiscal burden in many states and most cities.
4. Continued perverse incentives against maintaining family stability.
5. Lack of realistic employment opportunities for those able to work.
6. Lack of adequate day care facilities for welfare families.
Short of a complete overhaul, we would hope that at a minimum, the fol-

lowing steps could be taken this year:
1. Rapidly phase in full Federal funding for AFDC.
2. Establish minimum benefit levels at poverty level, with a cost of living

allowance.
3. Establish Federal eligibility requirements.
4. Require AFDC-UF in all states.
5. Phase in full Federal funding of medicaid.
6. Maintain the food stamp program with no purchase requirements.
7. Adopt the Earned Income Tax Credit as reported by the House Speclal

Committee.
8. Insure that jobs programs recognize the principle of equal pay for equal

work.
9. Expand the proposed number of public service jobs to at least three mil-

lion.
10. Maintain and expand the present UI program to provide for the long.

term unemployed outside the welfare system.
We are very much opposed to so-called comprehensive reform schemes that

would cast out all services and in-kind programs in favor of a negative in-
come tax approach. -

Poverty has numerous causes. No one program can address the needs of all
the poor. And more is needed than just handing them a computerized check
each month. Services under Title XX, the housing program, food stamps, day
care, all are programs of immense importance to those millions of people who
rely on them.

As social workers we see the most glaring failures in the present system.
When state programs to aid the blind, aged and disabled were Federalized
several years ago, people expected miracles.

It quickly became obvious to those of us in state welfare programs that al-
though Federal financing was a godsend that relieved the fiscal burden on
many states and localities, Federal administration left much to be desired.

That's why we favor a partnership with the state governments. The more
comprehensive and progressive taxing powers of the Federal government should
be used to raise the revenue to fund these programs. The causes of poverty
should be born by the nation as a whole. In return there should be Federal
standards for eligibility and benefit levels.

The program should be administered locally, however, by those closest to.
the welfare clients. This would insure that needed services are coordinated
with monthly benefit checks, and that the provision of social services is re-
sponsive to the specific needs of the poor.

Our goals then would be a fully Federally funded program with state ad-
ministration providing a decent minimum benefit level to those who cannot be
expected to work, and a job at a fair and equitable wage level to those who
can work.

In light of these principles we would like to submit our comments on the
various facets of the bills presently before this committee.
Jobs

Meaningful reform of the nation's welfare system cannot be accomplished
unless enough jobs are made available at fair wages. No employable person
should remain trapped on the poverty treadmill for lack of an adequate level
of earned income. While each of the current reform proposals recognizes the
need for more job opportunities,, none offers a sound strategy for producing
the necessary levels of worthwhile employment.
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S. 2084 requires that all persons eligible for employment be placed in pri-
vate or public sector jobs.

Given the current state of our economy, where the additional unsubsidized
job opportunities are to come from remains a mystery. Apparently, the as-
sumption underlying S. 2084 Is that seven and a half million unemployed and
discouraged workers have been unable to secure jobs simply because they were
unwilling to work for the minimum wage.

That notion, implicitly expressed in Section 933 of S. 2084 is clearly at odds
with the realities of the nation's labor markets. To claim that minimum wage
levels will magically produce millions of new jobs where none existed before,
is to blindly ignore established economic fact.

What is necessary is a real effort to implement full employment economic
policies that will result in adequate numbers of net new jobs paying fair wages
which will be filled 'v properly trained and qualified workers.

The subsidized jobs portion of the S. 2084 mandatory work program will
create at best, 1.4 million public sector jobs. This represents only a modest
increase in the amount of full-time jobs provided by present CETA public
employment programs. Yet, with the availability of only a limited number of
temporary minimum wage jobs, the Administration hopes to meet the employ-
meat needs of all eligible individuals who cannot be immediately placed in
unsubsidized jobs.

Moreover, the minimum wage requirement attached to the publlcemploy-
lent program is certain to upset wage structures and employment in the

public sector.
Congress must recognize that in many state and local jurisdictions collec-

tive bargaining has become a fact of life. Public service job programs which
pay less than the. prevailing wage and provide minimum benefits without
contractual protections have a devastating effect on the delicate collective bar-
gaining relationships which these state and local government workers have
attained over the years.

This situation is so disturbing that under normal circumstances I would
expect public employers to be here alongside of us to tell you-of the problems
they must face. However, the prospects of "free labor" and the desire to hold
down taxes by the use of these public service programs undoubtedly outweighs
their concern to protect their collective bargaining relationships with public
workers.

As harmful as the affect of the existing collective service programs have
been to management and ffbor, the affect on public service participants has
been even worse. You cannot imagine the humility of being asked to do the
same work as regular public workers for half the wages, few benefits, and
most important of all, no contractual rights.

The absence of contractual protections means that when the boss says
"jump", you jump. When he says that he's changing your hours, they are
changed. If he wants you to work on Saturday, you work on Saturday. All of
this occurs in the full view of co-workers who are not subject to their super-
visors whims because of their contractual rights. In addition, you are regarded
by your co-workers as a threat to the rights, wages, and benefits they have
struggled to acquire.

An equally important problem is that.there is no guarantee that public
service jobs "created" to help the unemployed poor will not replace the jobs
of existing workers, or of those workers who would otherwise have been hired
by state and local governments.

In spite of maintenance-of-effort regulations, job substitution and job dis-
placement have plagued regular public employees since the inception of CETA
public employment programs. Neither the public service programs of S. 2084
or II.R. 10950 make any serious effort to prevent the same sort of job dis-
placement or wagecutting effects from occurring on a still larger scale.

Other proposals currently being considered, such as S. 2777 and H.R. 10711,
provide even less useful employment strategies. They create far fewer public
ser-ice job opportunities than the inadequate levels suggested by S.2084-and
again, at far less than prevailing wage rates.

S. 2777 seeks to heavily involve the private sector in job creation through
the payment of a direct subsidy in the form of a $1.00 per hour redeemable
voucher or an indirect subsidy in the form of a tax credit for employers who
hire eligible persons.
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The voucher system is nothing more than a thinly disguised scheme for
making workers available to employers at less than prevailing wage rates.
Little or no effort Is made by proponents of this system to guard against the
wholesale substitution of subsidized employees for currently employed workers.

Attempting to stimulate employment through business tax credits has been
tried time and time again. In almost every instance, the results have proved
disappointing. Tax credits have been consistently underutilized. Preliminary
results from a recent WIN demonstration project specifically designed to test
employer awareness and use of tax credits indicated that: "tax credits do
not appear to function as a significant hiring incentive. Employers appear to
place greater emphasis on the qualifications of workers than on any tax credit
attached to worker salaries." 1

Federal funds allocated under S. 2777 for the business voucher and tax
credit program unnecessarily divert urgently needed Federal funds that could
be used for essential job-creating efforts.

Similarly, the Ullman proposal (H.R. 10711) offers a decidedly uninspired
plan for meeting the unemployment need of the poor. In this plan, public
service employment opportunities are limited to 500,000 minimum wage jobs,
while private sector jobs creation depends on the dubious business tax credit
for success. The Ullman approach contains virtually all of the same inequities
and uncertainties found in the other bills, while providing far fewer jobs
than some of the alternatives.

Surely, a more farsighted proposal can be developed.
Increased numbers of public service jobs should be made available at pre-

vailing wage rates. In addition to prevailing wages, other- safeguards against
job displacement of regular public employees should be introduced. For ex-
ample, it should be a program requirement that certified bargaining agents
play a role in the approval process necessitated by any public service em-
ployment request.

The jobs component of any welfare reform proposal is deficient if It does
not help the target population meet e~lsting job requirements. Training po-
tential workers and upgrading their job qualifications is absolutely essential
to a successful employment effort. Obstacles to full employment at decent
wages, such as a lack of marketable skill, transportation problems or ade-
quate child care for working parents, need to be seriously addressed.

Yet improved training provisions, beyond what currently exist in GETA
public employment programs are notably absent from S. 2084 (or even the
improved H.R. 10950). Under CETA, prime sponsors have the authority to use
funds for training, but in fiscal 1977, Title II and Title IV enrollment in the
public service employment activity stood at 96 per cent of enrollment in all
activities. In other words, classroom and on-the-job training accounted for a
miniscule amount of funded activities. In spite of their neglect and inex-
perience in developing meaningful training programs, S. 2084 proposes to leave
the responsibility for training with local prime sponsors.

A commitment to creating meaningful job opportunities for welfare reci-
pients who are able to work, necessarily involves a substantial training effort
coupled with other supportive services. It is critical that any temporary jobs
component be more than just a holding point for the poor. Having a future
is an integral part of the path out of poverty. Subsidized job holders do not
need to be merely occupied, they need an occupation.
Lool odministration ol service

While we recognize the urgent need for Federal standards in benefit levels
and eligibility requirements, we feel strongly that state and local administer.
tion is by far the most sensible approach to welfare reform. Federalizing the
administration of these programs will destroy the essential serviose that
America's poor now receive from state and local social service agencies.

We should draw the important distinction between Federal standardization
of welfare programs and turning these programs over to Federal administra.
tion. The experience of the Federalization of income maintenance programs
for the aged, blind and disabled represents a case study n the kinds of prob.
lems we foresee with Federal administration.

1 Employment and Training Report of the President, 1977, (U.8. Government Pw;nting
Office. Washington. D.C., 1977) p. 62.

32-925--78---13
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Amendments to the Social Security Act in 1972 consolidated old age assibt-
ance, aid to the blind and aid to the permanently and totally disabled into
the Supplemental Security Income (SSI) program.

The Federalized SSI program incorporated many worthwhile features of
welfare reform, such as national uniform eligibility and payment standards,
Federal financing and the establishment of uniform methods of computing
benefits.

With the Federalization of these financial assistance programs, however, ad-
ministration was shifted from state and local social service agencies to the
Social Security Administration. Shortly thereafter, Social Security offices found
themselves confronted with great numbers of clients with complex problems.
There was very little understanding of the nature of the services previously
provided by social service agencies at the state and local level. Federal ad-
ministration did not anticipate the variety and seriousness of the problems they
had to face.

Frankly, the Social Security Administration was never designed to be a
problem-solving agency. It performed best when asked to simply determine the
eligibility of a client to receive a check and seeing to it that the check was
regularly issued. As a result, the agency was unprepared to deal with the
multitude of problems presented by the poor of our nation. The press recorded
the resultant dismay and wanin1 morale of the staff of the Social Security
Administration.

L6cal social service agencies continued to deal with clients who received
their financial assistance from the Social Security Administration, but whose
other needs required specialized attention. The blind, aged or disabled, for
example, need assistance to remain in their homes, Instead of going to nursing
homes. Their families needed help and guidance in order to cope with the
many problems of having an aged, blind, or disabled family member in their
home. The Social Security Administration was incapable of addressing these
needs which had previously been met by state and local social service depart-
ments.

In a recent month, the Alameda County Welfare Agency received more than
2,600 phone calls and 500 visits from SSI benefit recipients who could not get
emergency assistance from the Social Security Administration. During the
same period, 75 loans had to be made to 551 benefit recipients because ad-
ministrative red tape or computer error held up their checks. The Alameda
County Welfare Agency has had to appoint one caseworker as a SSI emer-
gency specialist to handle the growing volume of SSI recipients who need
immediate assistance.

An important relationship between state and local service agencies and
other government agencies will also be undermined by Federal administration.
Over the years, and with considerable effort, a comprehensive package of serv-
ices is now coordinated by state and local social service agencies with pro-
bation departments, health departments, employment services, public defenders,
district attorneys and schools. On many occasions, these services can be pro-
vided at multiple service centers, where a client can come into one location and
receive a variety of services. Social workers, for example, are often asked to
intervene in guardianship proceedings, or when a conservatorship is being
instituted. These problems are within the Jurisdiction of local courts. Bringing
in Federal workers to perform investigations and make recommendations seems
inappropriate to us.

In addition, social service agencies coordinate their services with private
community and charitable organizations. Together they attempt to design a
constellation of services which are tailored to suit the communities' needs.
There are communities, for example, where services must be designed pre-
dominently for adults, while in other communities more attention may be
needed to meet the needs of children. It is doubtful that this kind of local
coordination can be affected under Federal administration.

Federalization has been successfully accomplished in the area of employment
services, but one of the major reasons for this success is that employment
services continued to be operated by state governments.

H.R. 9030, H.R. 10950 and H.R. 10711 all propose Federal administration.
S. 2777 provides for a state administered structure similar to the structure
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now found in employment services. While this approach comes closest to con-
tinuation of state and local welfare services, we see no advantage to elimi-
nating local involvement.

Benefit levels and eligibility requirements can and should be Federalized,
but not at the cost of eliminating essential locally administered social services.

Fiscal relief
One of the most distressing problems In our current welfare system is that

while state and local government agencies are in the best position to assess
and service the needs of the nation's poor, many of these governments do not
have the resources to properly carry out these tasks.

For one thing, state and local government expenditures are extremely sensi-
tive to national and regional economic fluctuations. As a result, jurisdictions
with heavy commitments to welfare programs are placed in a fiscal squeeze
during an economic downturn. A system which must work within these con-
straints cannot function with full effectiveness. A more rational, equitable
financing mechanism must be devised.

The state and local share of the welfare burden has grown to intolerable
levels in some areas. In California, state and local contributions towards AFDC
payments have increased 59 per cent from $29 per recipient in 1971 to $46
per recipient In 1976. Similarly, in New York, state and local AFDC expendi-
tures per recipient have climbed 46 per cent in the last five years for which
figures are available to a level of $57 per recipient. With the average number
of recipients in New York numbering 1,226,700 in 1976, total state and local
AFDC expenditures amounted to a whopping $840,000,000 in FY 1976.

The Administration's proposal, as embodied in S. 2084 claims to provide
$2.1 billion in fiscal relief to state and local governments. Unfortunately much
of the socalled "savings" is gained by meeting fewer recipient needs rather
than extending Federal responsibility. For example, Sec. 2108 of S. 2084 bases
eligibility on a six-month accounting period, thus ignoring current need. While
this approach tightens eligibility requirements, it fails to help those liersons
equally in need who are ineligible on the basis of the six-month rule. Assistance
will have to be provided to this group as well-probably at considerable local
cost.

Alternative, plans, such as S. 2777 provide even less fiscal relief by further
limiting Federal responsibilities. According to Congressional Budget Office
estimates, state and local costs as a percentage of the total cost of the plan
are higher for S. 2777 than for either S. 2084 or H.R. 10950.

Through increased welfare cost, states and localities continue to bear the
burden of inadequate Federal funding of other social programs such as educa-
tion, health and manpower training. It is time that the Federal government
recognize that state and local welfare programs cannot be looked at in a
vacuum without reference to other social programs. It is time we realize that
we, as a nation, desperately need both decent welfare standards and adequate
funding.

We, therefore, strongly support full Federal funding of our nation's welfare
program to insure provision of adequate minimum benefits for the unemploy-
able and a job opportunity at a fair wage for every American who can work.
But Federal funding must go hand in hand with local administration to in-
sure that social services are tailored to meet the needs of each recipient.

We also urge the Congress to take some action towards welfare reform this
year. Should we again fall short of reaching agreement on a wide sweeping
reform package, then it is imperative that Congress turn its attention to in-
cremental reforms and reduce the fiscal burden of state and local governments
and bring greater equity to our welfare system.

We thank the committee for the opportunity to present our views on the
several welfare reform proposals of 1978, and we would hope that you will
consider our recommendations in your deliberations.

Senator MoYNIiAN. Now our last witness of the morning appear-
ing this afternoon, having been very patient, is Maya liler, who
is the director of the work and welfare project of the women's lobby.
Ms. Miller, we welcome you once again to this committee.
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STATEMENT OF MS. MAYA MLER, DIRECTOR, WORK AND
WELFARE PROJECT, WOMEN'S LOBBY, INC.

Ms. Mimtar. Thank you. You are patient, and I will be expeditious.
Senator MOYNTUiAN. You are certainly never anything but patient

yourself, so you go right ahead.
Ms. M Ifiu You have my testimony, and I will assume that you

can read and will not, therefore, try to read it to you.
We have a series of things which we hope can be accomplished this

year. We started out with high hopes for an administration who
went about trying to get comprehensive welfare reform. We would
like to see that, but we have been increasingly discouraged by what
we have not seen in a constitutent pressure for it nor a single kind
of agreement around very much that is in the comprehensive pack-
age as expressed in S. 2084, as well as, I think, the provisions, as I
understand them, from Ullman and the S. 2777.

There are things that they do have in common that we are in-
terested to see accomplished this year, and we are eager to know if
you in the Finance Committee feel that there is a way of getting
them this year, the first thing being a Federal floor for AFDC. We
are particularly targeting our interests on those States where women
with children are still getting $140 a month on AFDC. In Texas-
and Texas is not a small nor a poor State, they have over $2 billion
in their own State treasury.

To take Senator Long's suggestion-and I am sorry that he is not
here because the relationship of women and work and welfare is
the subject that we have been most interested to explore--we think,
and Mr. Comrie may be correct, that the issue has changed materially
over the last few years, partially because of some sociological differ-
ences, that young mothers may need jobs most of all. We are in-
terested to acknowledge and to have others acknowledge the fact that
the population is primarily women and their children.

We have not heard that in many of the discussions that have gone
on, either through the development of the plan or through the dis-
cussions on the House side.

Senator MoY.N^11IA. Good for you, because the population is pri-
marily women and their children that we are talking about, but it
became for some strange reason something you shouldn't say. I am
glad to hear somebody saying it.

Ms. iSrunL. There was a period after the war, a kind of a Dr.
Speck period, when women were made to feel that their life's in-
tegrity had to do with staying at home, and especially during those
first 5 years, and I think that that syndrome has undergirded some
of the emphasis on not expecting women to work during those years.

The figures that I have provided for you and just listed out of
some of the Census Bureau and Mr. Plotkin's testimony in this
committee really underscore what is in the general population a trend
which disavows that concept. It now is the norm for two adults in
a household to be working, the mother and the father. The figures
which were presented a little while ago of the numbers it takes to
get to the upper income level were well documented in a recent Time

agzine article where it talked about the increasing numbers of
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two-adult households, not necessarily parents, who are now making
more and more money and thereby able to afford their own airplane
and an assortment of other things, all of which simply says that the
two-adult earning family puts a pressure on inflation which is a
very severe pressure and works against the women who are at the
bottom of the heap, who arm those women who are on welfare or
those women who do not enjoy the benefits of welfare because, as in
the State of Texas, if they have an income of $150, they won't qualify
for AFDC and therefore, do not qualify for medicaid.

Women's Lobby is particularly interested to see us tackling the
targeting of those jobs for women. In that respect, we are interested
in a little bit of the pieces of the Baker-Bellmon-I don't know
whether Ullman did that or not-but Baker-Bellmon clearly looks
at AFDC as the population where the jobs should go first.

Senator MOYmIHA. Yes, I think that is exactly the case, and I
am glad to hear you say that about Baker-Bellmon because that is
a clear emphasis in their program.

Ms. MILLER.M What has happened with the administration's bill is
that, there is a diffusion of those jobs over a broader spectrum which
we see to be jobs going to what are conceived as "intact" families.
That is a family with both mother and father.

I would just say here parenthetically that we are not at all con-
vinced that the extension of AFDCUF to the other 23 States, es-
pecially in light of the fact that only 106,000 families now use it,
gives us any great hope of rolling back the trend toward single,
female-headed households. 'We think that is a trend which is generic
to the times and to the general population.

While we would be happy to have AFDCUF, we do not see that
as the panacea.

Senator MOYNIXA.. Now, just because you are profemale, don't
become antimale.

Ms. MiLLER. No, I am not antimale, sir.
Senator MoYNrHA-,. You are quite right; there are no significantly

different rates of family breakup or single parents in the States that
have AFDCUF as against those that don't. But it is a matter of social
equity.

Ms. Mimzx. Yes. I think that too, and I have no problem with
always supporting that in my own State legislature.

I should tell you that I am basically from the State of Nevada,
and I want to just make a parenthesis there having to do with the
fact that I think we have one of the lowest rates of fraud, or what-
ever that is called, error rate& But I also want to say that my ob-
servation is that is at the cost of a tremendously increasing bu-
reaucracy. Everytime they cut down the rolls, they add a good
healthy cadre of welfare workers who are getting $10,000. You are
going to have testifying before you, I think, on the eighth an as-
semblywoman who has been very active in this on the Welfare Com-
mittee, who has some interesting facts on that subject.

Senator MoniHAw. I am going to have to say we will look for-
ward to hearing from you again in the course of these hearings.
Your testimony is extraordinarily careful. I do very much like your
notion about triage.

[The prepared statement of Ms. Miller follows:]
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STATEMENT OF MAYA MILLER, DIRECTOR, WORK & WELFARE PROJECT, WOMEN's
LOBBY

Mr. Chairman, thank you for the opportunity to bring before this committee
our views on welfare reform. Women's Lobby is an organization which lobbies
only on legislation particularly affecting women. For the past two and a half
years we have been focusing on those economic issues that press most severely
on women at the bottom of the economic ladder. In the absence of specific
welfare reform proposals we worked on food stamps, minimum wage, full em-
ployment, CETA, part-time jobs, national health insurance, medicaid abortions,
pregnancy disability, child care tax credit. Since last February we have fol-
lowed and sought to influence comprehensive welfare reform plans as developed
by the Administration and acted on by the House Special Subcommittee. We
welcome the chance to share our present thoughts on 8 2084, or whatever wel-
fare reform can come out in this session of the Congress.

Women's Lobby deeply believes that something should come out of this Con-
gress to help the poor women of this country and their children. We believe
that they have been waiting tootlong for some perfect overall reform of our
chaotic patchwork of programs to alleviate poverty in the United States, and
while we support the concept of comprehensive welfare reform, we do not want
mothers and children in the poorest places sacrificed another year on the altar
of the concept.

We have some parts and pieces we want this year: a federal floor for Aid
to Families with Dependent Children which will assure their survival needs,
jobs for poor women, medical care for them and their children.

Every year these women get left farther and farther behind in the most
basic of human needs while government, labor and business try to equalize
benefits for those in much more comfortable condition. Meanwhile an Infla-
tionary economy takes its worst toll at the bottom.

We have some important facts and figures that bear on women and chil-
dren and b'-ing poor that we want to highlight for you, and some views about
women's special needs in pulling out of poverty. Attached are several sheets
of these figures, drawn chiefly out of the recent reports of the Bureau of the
Census and the Bureau of Labor Statistics. They may not be new to you, but
Women's Lobby's perspective is especially adapted to the population most in
need. Our views on work and family have been hard-developed over a number
of years' solid thought and study on women and children, close experience with
poor women and the welfare system, state administration, federal schemes for
change, advocate reactions and pressures.

First, briefly addressing S 2084: we like the federal ftoor for AFDC with
federal regulations, but we think the benefit level 35% below poverty to be a
disgracefully low guarantee.

We have strenuously objected from the beginning to the "two-track" system,
identifying groups as "expected to work" and "not expected to work." We
believe it to is an awkward, expensive, belabored way of trying to meet the
public's prejudice about lazy welfare recipients. It digs deeper the discrimina-
tion against women in the world of paid employment. It makes no effort to
acknowledge work in the home as work with monetary value. It perpetuates
the ingrained notion that men need jobs or unemployment compensation, while
women need the "dole" of welfare.

On the other hand, we like in S. 2084 the link between job creation and
welfare. We think that the jobs created should be more narrowly targeted to
help mothers. There are too few jobs for the number of welfare mothers, and
the absence of a tight needs test diffuses the effort. We do not approve of the
"principal wage-earner" preference. Preference in job creation should go to
those most in need, namely mothers trying to bring up children alone. We
consider the 300,000 part-time Jobs to be one of the innovative, truly progres-
sive parts of the bill, recognizing as this provision does the changing patterns
and time demands of a single parent with children. Care must be taken, though,
that part-time jobs carry proportional fringe benefits and full rights and pro-
tections. Women have suffered disproportionately over time from the tendency
to use part-time jobs as a means of cheap labor without retirement or un-
employment insurance or medical or vacation benefits of any kind.

We like the training components and the job search help proposed, although
we see no seise in the long search period for some "private sector" Job when
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a public sector one is apt to be more available and more purposeful. We are
very skeptical about the Employment Service delivery on the whole placement
process. We think the training provisions need strengthening. Women with
children often need special help in entering, or re-entering the job market
after pregnancy, and they need training especially in those jobs in the labor
force where pay is better than In the traditional women's Jobs of sales and
service.

We like the cash supplement. It is a crucial piece for women, since overall
women make a median income very close to the poverty line (indeed, only

median a year in the domestic work most available to welfare women).
In any effort to help get them out of poverty via part-time or even full-time
Jobs, they are most apt to need a supplement to their wages.

For that reason we also like the earned income tax credit. And it is a way of
giving to low-earning women a break through the tax system, where the
affluent have long learned to get their breaks. Mouey not collected into the
public though is considerably less visible and irritating to the public than
money "doled" out. We think it only fair to apply EITC to the public service
jobs as well as to private employment, since we fail to recognize the mystical
superiority of the private sector. Since women have been doing for free many
community services sorely needed, public service jobs may well be the easiest
for women to get-and the most valuable for the society's well-being.

We also approve the child care deduction in figuring the earning base for
a working mother, since child care is the first and most important work ex-
pense for a single parent.

We find totally irrational and unworkable the failure to include eligibility
for medicaid as an automatic accompaniment to new eligibility for AFDC.
Health care for a woman with children comes right after food and shelter in
priority need.

Now, we wish also to quarrel with a number of basic assumptions about
families and immen and work which are embedded In the proposals and the
rhetoric advancing them:

That women are "needed in the home"; have "greater home care responsi-
bilities"; women with young children "are not expected to work."

That the expansion of AFDC-UF to the remaining 23 states will make an
appreciable inroad on keeping two-parent families together.

That single-parent families are not "intact."
That the Norman Rockwell family of papa-breadwinner, mama-homemaker

& children is any kind of norm for American families.
That the "working woman" is a passing phenomenon.
The truth of the matter is that women do expect to work, outside as well

as inside the home. Women need to work oi~tside as well as inside the home,
especially if they are poor. In the society as a whole there has been a steady
increase of women at all economic levels in the paid labor force, from 33% in
1950 to 47% in 1976. Even when married, 45% work. They work not for little
personal luxuries, but to allow their families to join the middle class. Even
when they have children, women work. Over half, 55.7% of all women with
children 6 to 13 years old, are in the paid labor force; and amazingly, 1/3d of
those with children under three (2.6 million of the 7.7 million total) of whom
2.1 million have husbands present and only 434,000 have no man in the home.
If anything, the 2-earner household is the norm, 22 million of them earning
$17,300 between them, versus 18 million one-earner households earning $12,400.

Congresswoman Martha Griffiths in a remarkable study and set of hearings
for the Joint Economic Committee in 1972 struggled with the significance for
these working women earning low-to-middling wages of the growing number of
welfare women who, in liberal states like her own of Michigan, were receiving
close to an equal amount of money. The dilemma remains.

The only way out of poverty for millions of married American families is
women's work. Just so, under most welfare plans, including S 2084, the only
way out of poverty is work. It is not a kindness to leave poor women with
children behind in this upward mobility-to have their job skills atrophy and
their tiny incomes eaten up by inflation. 10% of all AFDC mothers work full-
time now; 5.7% more part-time. And Secretary Marshall reported to this
Committee in February that between 30 and 50% of AFDO adult recipients
worked at some time during the year--only slightly lower than the general
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population. 13tit women's earnings are so low that they have special needs
for help, in training, in access to non-traditional fields of work where pay is
higher, in tax breaks, in cash supplements, in child care.

In many ways the increasingly high earning power of the American man
has been built on the volunteer labor of women in the home. Low grants to
welfare women follow logically this assumption of the valueless work at home.
And the gap in earnings between men and women in the labor force is grow-
ing (women earned 63% of men's earnings in 1955; only 57% in 1076), thanks
in part to those automatic percentage increases in most business establishments,
union contracts, federal and state employee pay, and retirement systems, in-
cluding SSI. We commend to you the statistics that follow:

SOME SIGNIFICANT FACTS ABOUT THE WELFARE POPULATION OF AFDO

Of the total AFDC population of 3.4 million families, 2.7 million, 79% are
single female-headed; 420,000, 12%, are children-only-no-adult-recipient ; 106,312,
3%, are single male-headed; and 236,000, 6%, are 2-adult.

Basically, the population is 3 million women with 8 million children. (Prob-
ably another million women with children live in poverty with no AFDC help).
Over half the children are 8 or under.

Eighty-two percent of all the children live in single-parent households.
Families with large numbers of children are not characteristic, 37.9% of

all households have only 1 child; 26% of all households have only 2 children;
16% of all households have only 3 children; and 20% only have 4 or more
children.

In 1976 there were only 150,000 AFDC-UF families, even though 27 states
and the District of Columbia had the UF program (according to the Senate
Finance Committee staff report of 7-11-77).

This fact, along with personal experience, leads us to believe that there will
not be appreciable family formation changes, i.e. large numbers of women stay-
ing married or marrying or remarrying or men returning to their children,
because AFDC-UF gets authorized in the remaining 23 states.

We are, rather, convinced by the widely-known statistics on the rising divorce
rate (1 out of 3) in the general population, end the fascinating but not widely-
known figures on family structure and poverty contained in Director Manuel
Plotkin's February 7, 1978 testimony before this committee, that we are going
to have to rely on other methods to seriously affect family poverty in America.

Let me note a few of his observations most interesting to us:
While poverty declined radically in the '60s (from 39 to 24 millions), the

decline was all in male-headed households. For families headed by women
there was no such change. Not only that, but because of the increase in female-
headed households (so admirably documented and discussed also by Isabel
Sawhill in Time of Transition), and because of the earnings differential for
women, there has been an increase from 1.5 million fimale-headed households
living in poverty to 2.3 million in 1976.

You asked, Mr. Chairman, to have Mr. Plotkin speculate about "what might
have happened to the poverty population if these changes hadn't occurred," and
he acknowledges that the decline might well have continued though not at
the rate of the '60s. But family composition has changed. More and more
families are headed by single women. And he reinforces the fact that we find
ourselves monotonously trying to make understood, that the vulnerable popu-
lation of our economy is primarily women and children.

He notes also that the underlying patterns of family composition change are
"similar regardless of race." That is an important observation.

And he offers figures that suggest that the effect of education is far less
in relation to poverty than the effect of having a family headed by a woman.
"Since 1966 the poverty rate families headed by men with 8 or less years of
education declined from 20 percent to 13% in 1976. The poverty rates for
female heads of families by education group show no change, however." That
bears out our favorite figures at Women's Lobby: women vs. men's earning
power: $5,136 vs. $946--vith 8th grade; $6,623 vs. $12,017-with high school;
and $9,771 vs. $16,576 with college completed. It doesn't matter how good our
education, we still pant far behind; and a woman with a college education
makes over $2,000 less than a man with only a high school degree.

Plotkin also assures us that the increase in families headed by women is not
peculiar to the welfare population, but (in his cautious phrase) "is strongly
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associated with changing marital status patterns among the population" at
large, 79% increase in the number divorced between 1970 and 1977.

I found his most startling figures to be "The number of mother-child fam-
ilies increased by-more than 200% among divorced women and among never-
married women between 1970 and 1977." Most of us understand that there has
Ween an increase in "never-married" women. (What of the men? I think there
is a man-only perhaps "never married"-for every never-married woman. Is
he also never counted?) What does it mean for welfare?

Mr. Plotkin's conclusions seem to indicate that the strong economy of the
1960s together with the increase in transfer payments substantially decreased
poverty. But it Is not only the shaky economy that now causes a stalemate
in our progress to wipe out poverty in our rich society; it is the increase in
female-headed households, and the close connection of Women plus Children
with Poverty. We would agree.

We need to address one more important issue: that of family size. Although
AFDC families have an average of 2.3 children, news stories are almost always
about 8 and 10. The consequent public image and fears may account for the
ugly phenomenon of forced sterilization of welfare women in some communities.

Women's Lobby finds the Congress full of ambivalence on the family size
issue. On the one hand, there is a strong Zero Population Growth tide run-
ning, observable in the provisions to make cut-offs for aid (no child care for
more than 2 children, no food stamps for over 7 In a family, 35%-below poverty
grants for women and children). On the other hand, Congress has cruelly cut
off the means-medicaid abortions-by which poor women can choose to control
family size. This decision is bound to add hundreds of thousands of new AFDC
cases in this next year, at least a third teenage mothers.

The crux of the problem is sex and the cost of children. Whereas both men
and women enjoy sex, it is only women who get pregnant ("pregnant persons"
is only a euphemism peculiar to the Supreme Court), and women in the last
analysis are left to give life support by hook or by crook to the consequent
children.

Women know that they have a responsibility to face up to the cost of
child-bearing and child-caring. (The rapid increase In medicaid abortions
after 1973 proves that poor women in increasing numbers were understanding
and facing that responsibility). We believe that women have to start doing
some tougher calculations about our need for skills and jobs to provide us and
our children with a sound economic base. Men will sometimes, but not always,
do it for us.

Meantime, this society cannot triage the children and their mothers who
are already here. That is what AFDC is all about. We think AFDC deserves
a decent safety net this year, while we continue the struggle to insure jobs in
a free society for everyone who needs them-including women!

SOME SIGNIFICANT FIGURES ABOUT INCOME
Re FamiUes

There are 56.7 million families in the United States. Their median income is
$14,960. 5.3 million of them are poor. For a family of 4, that is $5,815.

If they are families of other sizes and shapes, there are over a hundred
ways poverty has been- figured for families. But poverty is not a mystery, it
is a hard fact.

7.7 million families in the U.S. have female heads. 2.5 million of them are poor
(33%) ; 25% of white female-headed families are poor; 52% black; and 53%
Spanish.

Forty-nine million families have male heads. 2.8 million of them are poor
(5.8%).

The numbers of Male-headed households in poverty have gone down radi-
cally from 6.4 million 1959, whereas the numbers of Female-headed house-
holds In poverty have gone up from 1.5 million.

Living in the 2.5 million poor female-headed families are 5.5 million children
plus no fathers: 2.8 million poor male-headed families are 4.5 million children
plus 3.3 m. "other" (presumably mostly mother-others).

Hence, the numbers of mothers living in poverty must be around 5 million.

Re Inditfduale
There are 136 million individuals with income in the United States.
Seventy-two million males, with a median income of $9,426 (6 m. males have

0 income) ; sixty-three million females, with a median income of $3,576 (23 m.
females have 0 Income).
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Re Children
52.7% of all children living In female-headed households live below the poverty

line; 41.4% of all black children live below the poverty line.
We are troubled by the increasing gap between men's and women's incomes,

and what the static AFDC payments in the low-grant states bodes in dire
consequences for children and for the society they will enter, when all the
rest of the society has indexed earnings. AFDC has been the basic life-
support system in state after state without a normal increase to meet in-
flated shelter and food and fuel costs which all the rest of us know are
devastating even middle Americans. (Mississippi gives a mother and 3 chil-
dren $60 a month; Texas gives her $140).

Income figures from: Money Income d Poverty Status of Families d Persons in the U.S.:1976 (Advance Report) U.S. Dept. of Commerce. Bureau of the Census, Series P-60. t107,
Sept. 1977. Tables 12, 16, 20: and: U.S. Working Woonen: A Databook, U.S. Department
of T abor. Bureau of lAbor Statistics 1977. Bulletin 1977: and : AFDO 1975 Recipient Char-
acteristics Study, U.S. Dept. of Health Education and Welfare, Pub. t (SSA) 77-11777.

SOME SIGNIFICANT FACTS AND FIGURES ABOUT EARNINGS

Work commands very different wages in the U.S. among different classes: Men
in the labor f-ce earn a median of $10,301; women in the labor force earn a
median of $4,296. Women working at home get no agreed.upon wage.

Selected characteristics that make up significant differences between men's and
women's job and earning possibilities:

Men Women

Vear round Year round
Numbers Pay Numbers Pay Numbers Pay Numbers Pa

(millions) (median) (millions) (indian) millions ) (median) (millions) (median)

Managers .................. 7.9 $15,584 6.7 $16,674 2.3 $7,511 1.5 $9,804
Blue-collar ................. 28.0 9, 48? 16.0 12,469 6.5 4,618 2,7 6,808
Service .................... 5.98 4,931 2.7 10,030 10.8 1,854 2.4 5,674

Private home ........... .07 574 .003 (B) 1.9 699 .1 2,570
Not private home ....... 5.91 5,042 2.7 10,036 8.6 2,327 2.3 5,840

Laborers .................. 5.3 3,940 1.7 10,100 .5 2,791 .1 7,613

It helps to think of these earnings for different family make-ups:
As one-earner family with one adult doing the work at home;
As one-earner family with no adult doing the work at home; and
As two-earner family with no adult doing the work at home.

Managers.-A good job if you're a man.
Women get less than one-third as many managerial jobr as men.
Women are paid around one-half as well.

Bluecolla.-Also a decent Job if you're a man.
28 million men have them.
6.5 million women get them, only 2.7 million of them year-round.

Laborers.-A living wage job for a family if it's year round but is very part-time
for men as well as women-80%.

Women earn 30% less either part-time or full-time.
Women get only 10% of the jobs.

SRer'ice.-A job to feed a family if you're a man.
Note the large numbers of women in part-time.
Note the low pay for women, even year-round.
Note the very low number of men In the lowest paid, i.e. in the home, jobs.

(These are the jobs welfare women are most apt to get, the jobs about which
most folks complain when speaking of welfare women and work).

Senator MOYNI A.. It is 2:20, and the debate on the Panama Canal
is going on. I want to thank you so much, and I look forward to seeing
yoli next time.

[Whereupon, at 2:18 p.m1., the subcommittee adjourned, subject to
the call of the Chair.]



WELFARE REFORM PROPOSALS

TUESDAY, APRIL 18, 1978

U.S. SENATE,
SUIICOM.MIr.iEE ON PUBLIC ASSISTANCE AND WELFARE,,

OF TIE COMMITF E ON FINANCE,
1Washington, D.C.

The subcommittee, met, pursuant to notice, at, 10:20 a.m. in room
2221, I)irksen Senate Office Building, lion. Daniel P. Moynihan,
chairman of the subcommittee, presiding.

Senator MOYNIIAN. Good morning to You all. Right now I have
the uihappy task of reporting to you that this, being the final day
of the Panama Canal debate, the leadership of the Senate has decreed,
as is its right, and in this circumstance, it is a necessity, that no com-
mittee hearing can be, held today. And there is now to be a succession
of votes, six votes in a row. There is a vote on now.

I can only expre, my deep disappointment in this situation. Each
and every one of you w'ho might wish to come back on another day
of hearings which we have scheduled for this purpose will, of course,
be welcome. If some of you cannot come back, I will try to meet with
you in my office this morning between votes, which may be possible,
starting around 11:30 or 12 o'clock. I just do not know.

We have set several dates in early May on which those of you who
were expectil to speak today would be invited back

With that, [ simply have to say to you that I am being summoned
by those bells. If you would like to--

Mr. Rici. Is this testimony to be released, or should we hold it
until it. is pl)sented.

Senator MoYximl.kx. I think that should be the judgment of the
individual. My preference is that the testimony be released. Is there
anybody who would not like his or her testimony to be released?

Mr. Rficu. We do not. care. We just want to have a uniform rule. If
you want to hold it until the actual hearing, that is fine. Actually, it
would be better.

Senator MOYNlITAN. I think, in all fairness, there are those of you
who came to report what was going to be said. This was going to be
said.

1 think any testimony on your desk will be considered as released
unless the person involved comes and grabs it from you.

Now I am going to run and vote.
Those who would like to meet with me in my office, would you speak

to Mr. Stern?
[Thereupon, at 10:25 a.m., the hearing in the above-entitled matter

was reessed, to reconvene on Tuesday, April 25, 1978.]
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TUESDAY, APRIL 25, 1978

U.S. SENATE,
SUBCOMMITTEE ON PuBLic AssISTANCE

OF THE COMMITrEE ON FINANCE,
Washington, D.C.

The subcommittee met, pursuant to recess, at 10:05 a.m. in room
2221, Dirksen Senate Office Building, ion. Daniel P. Moynihan,
chairman of the subcommittee, presiding.

Present: Senators Moynihan, Long, and Danforth.
Senator MOYNIIIAN. Good morning to you all. Ve are here on the

second day of the series of hearings which have been scheduled on
public assistance proposals. This is actually the third session sched-
uled, as we were required by the Senate not to meet last Tuesday when
the vote on the Panama Canal was taking place.

This morning, we have the very great pleasure of having our col-
league and friend, the Honorable Baltasar Corrada who is the present
Commissioner of the Commonwealth of Puerto Rico. Good morning,
and we welcome you.

Mr. CORRADA. 4ood morning, Mr. Chairman.

STATEMENT OF HON. BALTASAR CORRADA, RESIDENT COMMIS-
SIONER OF THE COMMONWEALTH OF PUERTO RICO

Mr. CORRADA. Mr. Chairman, I am glad for the opportunity to
appear before you today to comment on the Better Jobs and Income
Act.

I have followed President Carter's welfare reform proposal very
closely, since as many of you know, it is precisely in this area of
public assistance where the U.S. citizens residing in Puerto Rico are
unfairly treated through a series of discriminatory legislative provi-
sions.

Although I find the President's proposal to be in principle a good
one, I cannot say that I am pleased with the way this legislation
treates the U.S. citizens residing in Puerto Rico, Guam, and the Vir-
gin Islands, and the other offshore areas. The limitations on pay-
ments to the residents of these areas imposed by section 2112 of the
bill are, in my opinion, unfair and unjustified.

As everybody in this room probably knows, the cost of living in
the offshore areas is substantially higher than in the mainland due
to the fact, among others, that we impoit most of our consumer goods
from the mainland and in American flag carriers paying rates which
are higher than those charged by foreign flag carriers. Puerto Rico
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purchased over $3.5 billion worth of goods and services from the
mainland in 1976 and although final figures are not available at this
time, we expect to exceed that figure in 1977 and for years to come.

By the way, Puerto Rico buys more from the mainland U.S. than
all countries in the world but six. Furthermore, 80 percent of what
Puerto Ricans buy with their food stamps is produced in the U.S.
mainland.

I think that limiting the payments to the residents of Puerto Rico
through an arbitrary formula based on the ratio that the per capita
income of Puerto Rico bears to that. of the State with the lowest per
capita income is inequitable, unjust and unfair. Such ratio is not
applied to any of the States in determining benefits for their resi-
dents. To make matters worse, the administration's proposal provides
that this formula would remain static for subsequent years at the
ratio computed between July 1 and September 30, 1981.

This comparison of the per capita income would mean that bene-
fits payable in Puerto Rico and the other areas would be about 60
percent of what are paid in the mainland. Now, are we to accept that
the human rights of the U.S. citizens residing in these territories are
only around 60 percent of those human rights enjoyed by their main-
land counterparts? I wonder what would happen if we had applied
the same kind of formulas to the draft; would only 60 percent of
those drafted in the offshore areas had to serve, or would all serve but
only fight 60 percent of the time? We never proposed or demanded
that, for the purposes of defending the Nation, Puerto Ricans should
be treated differently than anyone else.

The residents of offshore territories bear many of the burdens and
responsibilities of our citizenship and I believe that those most in
need should also share in the benefits.

Some people may say that the lower benefits are justified because
the residents of Puerto 'Rico do not pay Federal taxes.

Mr. Chairman, the residents of Puerto Rico do not pay Federal
income taxes because. of a long standing Federal policy exempting
the offshore territories from Federal tax liabilities in order to aid
these jurisdictions in their economic development. It would be an in-
justice that because of that fiscal policy, the poor and the unemployed
should be shortchanged in the welfare reform proposal. By placing
restrictions on the applicability of Federal programs in Puerto Rico,
you would be further delaying the economic development of these
areas.

In addition. may I say-and this is something that ought to be
emphasized-the policy of Federal tax exemption is mainly bene-
ficial to mainland corporations operating in Puerto Rico through
stubsidiaries that do business there. Puerto Ricans get the jobs and
the mainland companies get the tax-free profits which ultimately will
go to their stockholders all around the Nation.

Such fiscal policy of economic stimulas provides tax-free profits
for some and jobs for others. But the main beneficiaries of welfare
reform-the elderly, the blind, the disabled, the families with de-
pendent children, the unemployed, should not be penalized because
others are getting tax-free profits and still others are getting jobs.
People in these categories are not investors and most of them cannot
work. For those who can work, we have not been able to provide a job
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iii our economy and we would hope that they could participate in the
jobs component of the welfare reform program as those who live in
some of the ghettoes of this Nation where unemployment is compar-
able, and at, times higher, than what we have in Puerto Rico.

Mr. Chairman, let ine now explain to you in practical terms what
would happen to the residents of Puerto Rico if the proposed formula
were adopted by Congress.

The average AFDC family of four in Puerto Rico receives around
$50 per month or $600 per year under the AFDC program. In addi-
tion, they receive al)out $1,500 in food stamps every year. Now, as
you know. Mr. Chairman, IH.R. 7200 contains amendments which will
enable us in Puerto Rico to more than double the amount received
by beneficiaries under the AFDC program if that bill is finally en-
acted by Congress. This would mean that the average family would
be receiving about $1,200 a year under the program. This, added to
$1,500 received under food stamps, would add up to $2,700 per year.

Under the formula proposed by the administration, the average
family would receive around $'2,500 per year in Puerto Rico. This
means that the average family in Puerto Rico would be receiving
$200 less per year than they were receiving under the existing pro-
grains, assuming, of course, the approval of H.R. 7200.

I realize. Mr. Chairman, that the bill contains a hold-harmless
provision. but this is not much consolation to us since, as you well
know-and as I have stated at the beginning of the statement-the
residents of Puerto Rico and the other offshore territories have been
treated very l)oorly under existing welfare legislation.

I hope. ,Mr. Chairman and members of the subcommittee, that this
subcommittee and Congress will reject this concept and that ade-
quate. treatment would be. afforded to those U.S. citizens residing in
Puerto Rico, Guam, the Virgin Islands, and the other offshore areas.
If we are going to embark ourselves on the comprehensive reform of
the welfare programs, it is the time to provide full equity to the off-
shore areas now rather than leave that to be resolved in the future.

If I may, Mr. Chairman, I would like to suggest a formula which
is in keeping with the spirit of the. President's proposal and which I
think would be fair to my constituents. It is a formula that will not
give more incentive or disincentivee to work than that provided in
the President's l)roposal.

I propose that the annual base income support payment in Puerto
Rico should be established by determining the ratio of the base in-
come support payments in the mainland-$4,200--bear to the income
received by a person working at the Federal minimum wage in the
mainland. which is .,5,512, and applying that same ratio to the Fed-
eral minimum wage in Puerto Rico prescribed pursuant to section
918(6) of the bill. This formula would supersede the formula pro-
posed in section 2112.

I also propose that section 918(6) be amended as follows: With
respect, to Puerto Rico and the Virgin Islands, the Federal minimum
wage for the purposes of this bill shall be the weighted average of
the Federal minimum wages paid in those two jurisdictions under
section 6(c) of the Fair Labor Standards Act. I am willing to work
with the committee and the staff to obtain all pertinent information
and data to develop this formula.
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I will now discuss another provision in the welfare reform pro-
1)os which deeply concerns me. In title II, Puerto Rico's participa-
tion in the jobs component section of the bill is limited to 2.5 per-
cent of the total amount appropriated. At a time when Congress is
consistently eliminating these set-asides on Puerto Rico the welfare,
reform proposal is swimming against the current trying to reestablish
this concept.

I think that Congress should reject this approach to the jobs sec-
tion of the bill. As many of you know, Puerto Rico has been treated
as a State for the )ulposes of manpower legislation. This responds
to the realization by Congress that Puerto Rico urgently needs Fed-
eral assistance in job-creating legislation and also to the basic fair-
ness that has characterized the jurisdictional committees during the
past years. Funds, may I say, for human, economic and social devel-
ol)ment and not funds to create beggars or to enhance dependency.

It is hard for me to figure out why if Puerto Rico has been treated
as a State in the Comprehensive Employment and Training Act and
now when we are adding a new title to this act, our participation is
to be limited to 2.5 percent. I think, Mr. Chairman, that Puerto Rico
should be t-eated as a State under this new title and the allocations
going to our island for the benefit of U.S. citizens who are the targets
of this legislation should be based on the nationwide formula as it
is under the CETA jobs program. In the name of justice and fairness,
I can demand no more and I can accept no less.

With respect to section 918(6) I have already proposed amend-
ment to that section since it provides that "Federal minimum wage"
as it apl)lies to Puerto Rico anti the Virgin Islands would be pre-
scribed by the Secretary of Labor through regulation.

It is a matter of record that we in Puerto Rico are trying, to the
extent that it is economically feasible, to increase our wages to make
them relevant to the high cost of living in Puerto Rico. As you know,
last year we proposed amendments to the Fair Labor Standards Act
regarding Federal minimum wages paid in Puerto Rico. which were
approved by Congress and became law. Congress, therefore. should
not allow the Secretary of Labor to set wages under this bill which
may be substandard while legislating higher minimums through the
Fair Labor Standards Act.

Finally, Mr. Chairman. I would like to bring to your attention the
exclusion of residents of Puerto Rico from the benefits of earned
income credit.

As you may know, Federal employees in Puerto Rico pay Federal
income taxes in the same manner as the residents of the 50 States;
however, they are excluded from participating in the earned income
credit program. This is a minor aspect, but nevertheless, of signif-
icance. As I said before, the residents of Puerto Rico are being dis-
criminated against because they do not pay Federal taxes, but here
we have a number of residents who do pay Federal taxes and are
still being discriminated for the sole reason that they happen to
live there.

I urge this subcommittee to take appropriate action to amend this
legislation so that the IT.S. citizens residing in Puerto Rico be ac-
,.-orded some measure of justice under this bill.
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That concludes my testimony. I will be glad to answer the ques-
tions that you or otler members of the subcommittee may have.

Senator Mo'.N11IAxN. You are characteristically lucid, direct, and
right within the time limit.

Mr. Chairman?
Senator LoG,. What is the. population of Puerto Rico right now?
Mr. CORRnA. 3.2 million inhabitants, Senator Long.
Senator ToNxo. You made some reference to the minimum wage

problem. What is the minimum wage in Puerto Rico at this time?
Mr. CORRADA. WYell, under the Fair Labor Standards Act amend-

ments that we approved last year, those industries that had already
attained a level of $2.30 in payments to the workers were supposed
to increase the Federal mining wage in Puerto Rico as in the main-
land. Seventy percent of employees covered by the Fair Labor Stand-
ards Act in Puerto Rico have attained that level. In other words, 70
percent of all workers covered in Puerto Rico are already at no less
than the Federal minimum wage of $2.65 effective January 1, 1978.

With respect to the other 30 percent, those that are between $2.00
and $2.29 were to increase 25 cents on January 1, 1978 and 30 cents
subsequently every year until attaining parity. Those below $2.00
would have to increase 20 cents effective January 1, 1978 and 25
cents subsequently until they attain parity.

On that basis, Senator Long, it is expected that all workers in
Puerto Rico covered by the ELSA would attain the Federal minimum
wage that exists for the mainland in a period of 4 to 5 years.

Senator LoNG. And what percentage. of people do you have out of
work now ? What percent do you have unemployed?

Mr. CORRADA. The last figures available, Senator, may I say show
an improvement-a slight improvement, nevertheless an improve-
ment-17.4 percent are unemployed, however we had a 2 percent un-
employment in January 1977. That came down to 17.9 percent in
December 1977 and there has been a further reduction, so it is 17.4
percent for March 1978.

Senator L).G. You say you are not getting the benefit of the earned
income credit. Are you getting the benefit of the jobs credit that the
Congress passed last year?

Mr. COMDA. No, we do not get that in Puerto Rico, Senator. That
is because the taxes are not paid to the U.S. Government.

Senator Loxo. I see.
How could we get the benefit of that to Puerto Rico if we wanted

to extend it to Puerto Rico ? How couhl we do it ?
Mr. CORRADA. Well, there could be, two ways. It could be done with

respect to those who actually pay Federal taxes to Puerto Rico, like
Federal employees and others who pay Federal taxes, or the others
would be estimating the amount would otherwise be payable and
then providing for sonic relief in the bill.

Senator LoNGo. You would have something like a refundable tax
credit, something like that?

Mr. CORRArRA. Some concept that would take care of that problem.
Senator Lo).so. Thank you very much.
.Senator MoTN.,IA-. M r. Commissioner, as you know, this commit-

tee is interested in legislation which we have sponsored that provides
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some protect ion to mothers who are abandoned by the fathers of their
chilhvn and which gives mothers rights to support. We think that
the experience, in the main, has been a good one.

Some of our States do not do very well. Louisiana does badly and
New York (toes worse, but Puerto Rico has the distinction of doing
worst of all. In the ratio of collections to expenditures, Puerto Rico
ranks 53d. Is there any reason why that should be?

It me tell you that, for some reason, Massachusetts ranks first.
Mr. CORHADA. I presune, Senator, that one of the complicating fac-

tors here is that some of these parents leave the island, come to the
mainland, and it is much more difficult to be able to get to them in
terms of fulfilling their obligations.

Senator MoY.NTA-,. You might look into that.
Mr. CORRADA. I can assure you that we will look into it, Senator,

and there is a strong program going on now in our Department of
Social Services to bring these persons to answer to their respohsibil-
ities with their children. We have started a family-oriented program
in Puerto Rico now, there is even legislation provided for it, in terms
of being able to give much more assistance to these families.

Senator MOYNMIAN. One other question. The food stamp program
has been very important in Puerto Rico, I believe. What proportion
of Puerto Ricans receive food stamp assistance?

Mr. CORRADA. There is a very high proportion, Senator, of Puerto
Ricans receiving food stamps.I believe that the figures are close to
wO percent, that receive food stamps one way or the other. It does not
mean that they do not make payments to get them under the old pro-
visions.

Now, may I say that one of the reasons that this is high is that one
must remember that with respect to the AFDC program there is a
$24 million restriction or ceiling in Puerto Rico and SSI does not
apply at all.

So, without SSI at all and with restricted payments under the
AFIDC, you might very well conclude that the Food Stamp program
is bearing the brunt of all those people who need assistance under
just that one program because in the others we do not participate, or
iave a very restricted participation.

Senator MOYNIHAN. Well, that makes sense. That is why I think
we have to be very careful.

As you know, I fundamentally agree with the position you put
forward. As you also know, we have a new bill before this commit-
tee. Senators Baker, Bellmon, Danforth, and Ribicoff have introduced
a comprehensive welfare proposal.

I do not expect you to be able to comment on it this morning, but
we would be most interested if you could send to us in writing, for
the record, your comments on that proposal. Could you do thatT

Mr. CORRADA. Oh, I would be very pleased to do it.
Senator MOYNIHAN. We are necessarily going to pay attention to

the proposals of our other Senators.
Mr. CORRADA. I would be very, very pleased to do it, Mr. Chairman.

And may I just add something to my explanation to the food stamps
that I made before?
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Senator M[OYNIIIAN. I think it is important for the people on (he
mainland to realize that we have estimated that 80 percent of what
the people of Puerto Rico buy with their food stamps are produced
on the mainland and that we are providing a market for U.S. goods
there.

What I am saying is that these are not lump sums that are going
to Puerto Rico at a total loss to American taxpayers and farmers
but that this consumer market provides jobs for many Americans
hero on the mainland who are involved in food production and dis-
tribution.

As you said, there are only approximately six countries in the
world'that buy more United States exports than Puerto Rico.

NMr. CORRADA. That is right.
Senator MoYNIHANX. We thank you very much, sir, and we will look

forward to those general comments on Senator Ribicoff's and Senator
Baker's bill.

Mr. CORRADA. We will be submitting that to you, Mr. Chairman, if
it is agreeable to you within the next 10 days?

Senator MOYNIHAN. Fine, just fine. Do not fail, because, as I say,
we are taking this whole subject very seriously.

Mr. CORRADA. Not at all.
Thank you very much, Senator, and Senator Long.
[The following was subsequently supplied for the record:]

CONGRESS OF THE UNITED STATES,
HousE OF REPRESENTATIVES,

Washington, D.C., May Q, 1978.
lion. DANIEL PATRICK MOYNIHAN,
CIhairman, Subcommittee on Public Assistance, Committee on Finance,
U.S. Senate,
Wa1shington, D.C.

DEAR MR. CHARIAN: When I testified before your Subcommittee on April
25th you requested my views on the bill S. 2777, a substitute welfare reform bill
introduced by Senators Baker, Bellmon, Danforth and Ribicoff.

After an examination of that bill and after consulting with staff members in
Senator Baker's office, I would like to express my support for that bill.

I believe the bill takes a sensible, and I think, achievable approach to welfare
reform. Moreover, I was pleasantly surprised by the fact that for the first time
Puerto Rico is treated as a state in any welfare legislation submitted before the
United States Congress. Section 415 of that bill repeals Section 1108 of the
Social Security Act, which has for years placed a ceiling on the welfare benefits
received by the residents of Puerto Rico and the other territories. I applaud
this approach for I believe it is time that the people of Puerto Rico be treated as
equals with their fellow citizens in the fifty states.

This is something that I personally, and all my predecessors have been striv-
ing for, and I hope that Congress with its sense of Justice and fairness, will see
fit to extend these full benefits to the United States citizens residing in Puerto
Rico.

Unfortunately, Mr. Chairman, tl~e bill does not extend the benefits of the
Supplementary Security Income to the aged, blind and disabled people residing
in Puerto Rico. I brought this up to the attention of Senator Baker's staff and
they have assured me they will be taking a look into this matter. I hope that
appropriate steps will be taken by you to extend the benefits of this program to
those persons residing in Puerto Rico that qualify for it. As you know, the
House passed H.R. 7200, which provides for the extension of the 85I Program
to Puerto Rico, the Virgin Islands and the other outlying territories I urge you
to include the extension of the 881 to these areas in S. 2777, assuming for the
purposes of the welfare reform program passage of H.R. 7200 as approved by
the House.
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I would also like to bring to your attention the fact that Part B of Title II,
the Private Sector Voucher Program, gives the impression of excluding Puerto
Rico from participating in that particular program. In its definitions, "state" Is
defined as the several states and the District of Columbia. However, since this
new Title is an amendment to the "Comprehensive Employment and Training
Act" in which Puerto Rico is treated as a state for the purposes of that act, we
have been informed by Senator Baker's office that the private sector in Puerto
Rico will not be excluded from participating in this particular program. In order
to leave no doubt about this, I urge you to amend the definition of "state" for
this program to include Puerto Rico and the other territories.

Moreover, Mr. Chairman, Section 704 of the bill ("Uniform Definitions") man-
dates that the Secretary of Health, Education and Welfare, In consultation with
the Secretaries of Agriculture, Housing and Urban Development and Labor shall
develop definitions which will be useful in various programs which are based
upon need and that the Secretary of Health, Education and Welfare shall sub-
mit to Congress proposals for legislative changes based upon the use of such
"Uniform Definitions". Since as you probably know, there are countless defini-
tions included in the Social Security Act, particularly in the case of Puerto
Rico and the territories, I have been informed by Senator Baker's staff that part
of this mandate is to make uniform definitions which will treat Puerto Rico as a
state in every instance in this act. I urge you to make sure this is the case.

I believe that I cannot but wholeheartedly endorse this legislative proposal
provided the above mentioned changes are made since for the first time justice
would be done to those that deserve justice In Puerto Rico and the various terri-

-tores. By this I mean, the blind, the aged, disabled and families with dependent
children that have no other hope but to look to their government to help them
through a situation not of their choosing, but one which is beyond their control.

Mr. Chairman, I applaud this legislation, not only for Its approach, but for
finally recognizing that the people of Puerto Rico and the territories deserve to
be treated in an equal manner as their fellow citizens in the fifty states and that
the basic human needs of these people are met.

I hope, Mr. Chairman, you will make this letter part of the permanent hear-
ing record- and thank-you for the opportunity to express my views on this
matter.

With best wishes, I amSincerely,
BALTASAa 

CORRADA,

Member of Congress.

Senator MoYNIHAN. And now we are going to hear from a panel
that consists of some old friends of this committee: Mr. John J. Af-
fleck, who is director of the Rhode Island-Department of Social and
Rehabilitative Services and Dr. John T. Dempsey of the Michigan
Department of Social Services who will be here on behalf of the
National Council of State Public Welfare Administrators. Then Mr.
Sanuel Bauer, who is the director of th&-Cuyahoga County Depart-
ment of Public Welfare in Cleveland and who appears on behalf of
the National Council of Local Public Welfare Administrators.

Welcome.
Mr. APImZCK. Good morning, Senator.
It is very good to be here again and to have the opportunity to meet

with you again, sir.

STATEMENT OF JOHN I. AFFLECK, DIRECTOR, RHODE ISLAND
DEPARTMENT OF SOCIAL AND REHABILITATIVE SERVICES AND
CHAIRMAN, NATIONAL COUNCIL OF STATE PUBLIC WBLFARE
ADMINISTRATORS

Mr. AyFFLiK. As you indicated, I am John J. Affleck and I am
director of-the Rhode Island Department of Social and Rehabilita-
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tive Services and, at the present time, I am chairman of the National
Council of State Public Welfare Administrators of the American
Public Welfare Association.

I would observe that our last opportunity was, indeed, testifying
before you, sir, on H.R. 7200, which we most appreciated.

And, as you indicated, today with me are Dr. John T. Dempsey on
my right and Mr. Samuel T. Bauer. Dr. Dempsey, as you indicated,
is director of the Michigan Department of Social Services and serves
as the very able chairman of our State Council Income Maintenance
Committee. Dr. Dempsey joins me today in representing the views
of the State Council on reforming our welfare system.

Mr. Bauer is director of the Cuyahoga County Department of
Public Welfare in Cleveland, Ohio, and serves as the chairman, my
counterpart, of the National Council of Local Public Welfare Ad-
ministrators-

We indeed, very much appreciate the opportunity to be with you
this morning.

As you indicate, the National Council of State Public Welfare
Administrators is composed of officials in each of the States, the
three territories and the District of Columbia, and we are responsible
for administering myriad income maintenance and social service pro-
grams which provide assistance to millions of very vulnerable, low-
income. individuals and families.

These programs include, as you know, among others, aid to families
with dependent children; the food stamp program; general assist-
ance; and, of course, until recently, the services and programs for
the aged, blind and disabled. Indeed, many of us are still very much
involved with the SSI program.

We are experienced.
We care very deeply for the people that we serve. We are proud

of what we have accomplished, and yet we are cognizant of the
problems and inequities that permeate our current welfare system.

In fact, I would think that next to the applicants and recipients,
we know these problems better than any other single group within
America.

It is precisely because of our unique insight into the strengths and
weaknesses of the current welfare system and our firsthand expert.
ence with running these programs on a day-to-d&y basis that we be-
lieve we can assist this subcommittee in developing and refining
legislation to substantially overhaul and improve our welfare system.

i do not believe that I need dwell on the various provisions of the
bills that are before the Congress, particularly the two that are spe-
cifically before this subcommittee. Certainly you are intimately fa-
miliar with them.

We have attached to our statement a technical paper which ad-
dresses certain portions of S. 2084-H.R. 9030-in substantial detail,
and I would hope that it might be made a part of the record, Mr.
Chairman.

Our State council has often praised the Carter administration
for launching a meaningful welfare reform initiative. And we com-
mend Representative Corman and his colleagues on the special sub-
committee, before whom we had the opportunity to testify, for their
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remarkable efforts in constructively amending-and, in our view,
substantially improving-the PBJI as a vehicle for welfare reform.

Finally, the council certainly applauds the very widespread con-
gressional interest in reforming the welfare system, as evidenced by
the introduction of alternative welfare reform bills in both Houses.
We are especially heartened by the bipartisan support demonstrated
here in this subcommittee and: indeed. in the Senate.

Mr. Chairman, we are confident that a strong, coherent welfare
reform bill can be forged out of the several interesting alternatives
now before the Congress. We respectfully urge that the Congress
move speadily to pass such a bill before the end of this session, and
we would hope that this subcommittee, under your able leadership,
will do its part to move the bill expeditiously through the Senate.

Having stressed the importance of enacting a welfare reform meas-
ure in this session of the Congress, Mr. Chairman, I would like now
to describe those features of welfare reform which our State council
believes must be included in any worthwhile bill.

I might add that the council's position is the result of 2 years of
thoughtful deliberation and my colleagues, Mr. Bauer and Dr. Demp-
sey, will elaborate on the following points:

To begin with, as administrators, we are of the very firm convic-
tion that any welfare reform measure must have, as its cornerstone,
two primary objectives:

First, to be responsive and sensitive to the needs of welfare recipi-
ents and applicants; and secondly, to meet those needs as effectively
and efficiently as possible.

Mr. Chairman, we assert most emphatically that these two objec-
tives are not, and need not be, mutually exclusive.

In order to achieve these two objectives, our council, with its col-
lective knowledge, experience, and sensitivity believes that the follow-
ing eight principles must be enacted as a part of welfare reform.

In order to save time, sir, I would like to-just identify these and
then Mr. Bauer and Dr. Dempsey will expand upon them and perhaps
during discussion we might be able to discuss them further. Let me
identify them.

First, there is a need to expand coverage to include all families,
childless couples and single adults. Comprehensive coverage, if you
will.

Second, we recommend that a national minimum benefit level be
established.

Third, there should be State supplementation permitted at the
State's option.

Fourth, strong work requirements should be adopted as part of
any legislation together with appropriate job opportunities.

Fifth, the emergency needs program needs to be expanded.
Sixth, administration needs to be simplified.
Seventh, fiscal relief needs to be an integral part of the effort.
Eighth, there should be the opportunity for non-Federal adminis-

tration directly by the State or at the State's option through local
subdivisions, counties or municipalities.
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Mr. Chairman, the council is very pleased to note that all of the
major welfare reform bills now before the Congress would, at the
very least, expand coverage, provide a national minimum benefit
level, expand the earned income tax credit, seek to provide jobs for
welfare recipients, and address the issue of fiscal relief. Each of
them does this.

At this time, however, the program for better jobs and income,
particularly as it has been amended by Mr. Corman's special sub-
committee, comes, in our judgment, closest to addressing the council's
concerns as addressed in these eight principles.

Again, we urge that such a bill be enacted in this session of the
Congress. The council is extremely concerned, however, that enact-
ment of such a bill may be unnecessarily delayed, not because it lacks
consensus for broad reforms, but because the initial costs of conver-
sion are high and policymakers face unavoidable fiscal limitations.

As a result, Mr. Chairman, we urge that this subcommittee serious-
ly consider legislation that will implement gradually-that is, phase
in over a period of years-all of the far-reaching provisions we have
identified. Using expanded coverage as one example, the legislation
could extend coverage to all families with unemployed parents in
the year 1980, add childless couples by 1982, and single adults by
1985. Other provisions, such as raising the national minimum benefit
level to the poverty line are also conducive to this phased-in ap-
proach.

The council subscribes to this phased-in approach because it per-
mits the Congress to act now on long-awaited, sorely needed reforms;
spreads the cost of conversion over a number of years, thereby re-
ducing the fiscal impact in any 1 year: and provides sufficient lead-
time for implementing new and expanded provisions.

Mr. Chairman, we would like to commend you and the subcommittee
for scheduling these hearings and for your continued efforts to de-
velop responsive and workable welfare reform legislation. We realize
that developing such legislation poses extreme difficulties. We are
confident that it can and must be done. Toward this end, we stand
ready to assist in any way that we can.

And now, Mr. Chairman, if I might ask Mr. Bauer first, and then
Dr. Dempsey, to add to my statement, then we would be extremely
pleased and happy to respond to any questions.

Senator MOYNIHAN. Mr. Affleck, the dread spectre of incremental-
ism appears in this hearing room. It is interesting that, for example,
when Chairman Long and I met with the President about a month
ago to discuss the proposal, I remarked how that very academic term
incrementalist" had made its way into the political arena and how

people fling it at one another as if it were a charge and raise it as
a banner to be defended. But clearly, you are of a view that is sur-
prisingly consonant, I think, with that of Senators Baker, Ribicoff,
Bellmon and Danforth, who want to do as much this year as possible.
And so, of course, do we.

Mr. Chairman, shall we hear Dr. Dempsey first?
Mr. ArPLcEK. Mr. Bauer first, if we might, Mr. Chairman, and

then Dr. Dempsey.
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STATEMENT OF SAMUEL P. BAUER, DIRECTOR, CUYAHOGA COUNTY
DEPARTMENT OF PUBLIC WELFARE, CLEVELAND, OHI0, ON BE-
HALF OF NATIONAL COUNCIL OF LOCAL PUBLIC WELFARE
ADMINISTRATORS

Mr. BAUER. Thank you, Mr. Chairman and Senator Long. I am
Samuel P. Bauer, director of the Cuyahoga County Welfare Depart-
ment in Cleveland, Ohio, and today I have the honor of appearing
before you as chairman of the National Council of Local Public Wel-
fare Adiministrators, which is a companion organization to the Coun-
cil of State Administrators of the American Public Welfare Associa-
tion.

On behalf of my associates on the Local Administrators Council, I
thank you for this opportunity to testify on a subject of quite criti-
cal importance to us, and that is welfare reform.

Reforming this Nation's multibillion dollar welfare system is one
of the highest priorities of the National Council of Local Public
Welfare Administrators. Our particular interest in this goal stems
from the fact that we are the people working in the counties, munici-
palities and other local jurisdictions across the country, who are
responsible for the actual day-by-day provision of welfare assistance
and services.

It is our job to see to it that the help available from programs de-
signed by Congress, such as aid to families with dependent children
and food stamps, as well as our own programs of general assistance,
is delivered efficiently and effectively to those who need it. Needless
to say, as the welfare system has grown in expense and complexity,
this task of the local administrator, the delivery of benefits, has be-
come increasingly difficult to perform.

It is from this vantage point of first-hand knowledge of the work-
ings of the system and-the people that it serves that I come before
you today as the council's representative to share our view on welfare
reform.

Beginning with the formulation of the Carter administration pro-
posal last year, we have witnessed with optimism the resurgence of
Federal interest in this complicated and sometimes intimidating issue.
We sense that there is support from both the legislative and execu-
tive branches of the Federal Government and from both political
parties. With that, we, the local administrators of public welfare be-
lieve that an acceptable reform measure can and should be enacted in
1978.

In our view, such a measure should incorporate the following
goals:

Establishment of a minimum national benefit which will reduce the
broad disparities in payment levels that currently exist among the
States and which will begin to assure all recipients some degree of
adequacy in the cash assistance available to them.

Two, the expansion of coverage which will bring into the pro-
gram groups of people who are presently excluded, in whole or in
part, from Federal financial assistance. This shoulder based on fi-
nancial need and the willingness to work.
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Three, the consolidation of programs, a most important goal, which
will significantly simplify the very complex aspects of administration
which we face.

And, fourth, the creation of an enlarged jobs program to provide
many recipients with employment opportunities which they currently
do not have.

Taken together, we believe these principles will serve as a viable
framework for developing a welfare reform program that is admin-
istratively, fiscally and politically feasible.

While we are enthusiastic about the prospects for reform, there
are some issues in the current deliberations which specifically concern
us and which we hope will be appropriately dealt with by the
Congress.

In the time I have remaining, I would like to briefly identify
these issues and our suggestions for resolving them.

No. 1: Categorization. One of the greatest sources of complexity
and inequity in the present welfare system is that Federal funds
are available only to help people who fall into certain categories un-
related to financial need. That is, besides being poor, one must be
either aged, blind, disabled or a dependent child. Not only does this
arrangement preclude other groups of people from obtaining feder-
ally funded benefits, but it also leads to unnecessary program frag-
mentation and it is this very fragmentation which promotes exces-
sive administrative complexity and undermines the development of a
welfare system that is understandable to both the recipients who de-

- pend on it and the public who support it.
To lessen this problem, we believe that whatever welfare reform

legislation is enacted should include provisions requiring the devel-
opment of a national uniform benefit schedule with benefits varied
only by family size. Lower benefits should only be paid to families
in which an employable person refuses to comply with the require-
ment to work.

With respect to emergency needs, we at the local level have
often identified "immediate needs" when an individual applies for
welfare assistance. For a variety of reasons, however, they may not
be fully eligible at that point and, as a consequence, they must turn to
other sources of aid.

Presently, State emergency assistance programs, funded locally
and occasionally with Federal assistance, have been of some help in
this regard. Welfare reform should assure that these emergency needs
continue to be met with sufficient Federal financial participation.

Of key importance is the interrelationship with medicaid and
social services. One of the most significant obstacles to bringing
about welfare reform is the interrelationship of income maintenance
with other public welfare programs, such as medicaid and title XX
social service. We believe that very serious consideration should be
given to protecting States and localities against any increases in
their costs for these programs attributable to welfare reform.

We further believe that those two programs should be somehow
made consonant with whatever welfare reform program is devised.

Jobs. One of the greatest shortcomings of current welfare policy
that we observe at our local level is that we seem to require work but
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we do little to provide employment. Thus we suggest that a jobs
program be enacted as a part of welfare refom. We suggest, also,
that it be put in place before the balance of the cash assistance com-
ponent is fully implemented.

We should emphasize that jobs created for welfare recipients be
consistent with the job needs of our economy. Further, any jobs
program must safeguard against displacing current workers. Final-
ly, the jobs component must mesh administratively with cash assist-
ance.

Properly designed, such a program would greatly enhance the
overall functioning of the welfare system.

Perhaps the most critical issue in welfare reform is how the pro-
gram affects the recipient. Will eligible individuals and families fare
better under a new system than they fare now? That should be the
major test.

Providing higher levels of cash assistance in States where current
levels are low, expanding job opportunities and simplifying adminis-
tration, as we have suggested above, should significantly improve
the lot of many recipients.

Senator MoY'.N1AxN. Thank you.
Dr. Dempsey?

STATEMENT OF JOHN T. DEMPSEY, DIRECTOR, MICHIGAN STATE
DEPARTMENT OF SOCIAL SERVICES, ON BEHALF OF THE NA-
TIONAL COUNCIL OF STATE PUBLIC WELFARE ADMINISTRATORS

Dr. DEimpsEr. Senator, Mr. Affleck emphasized that the two of us
speak for two national councils and therefore for all 50 States, as
well as local administrators. Mr. Afleck indicated that the National
Council of State Public Welfare Administrators over the last 3 years
has been working on this subject and has, in effect, developed eight
major principles. I would like to elaborate on each of them very
quickly.

First of all, it is our position that welfare reform or welfare im-
provement has to include comprehensive coverage of all families,
childless couples and single individuals. There are two reasons for
this. The first is, of course, the needs of the individuals concerned.
But the second is the fact that about half the States presently provide
for all of these people.

There is a great deal of talk as to whether we should have univer-
sal coverage. In my State of Michigan, your State of New York, and
other States, we have universal coverage today.

Senator MOYNIHA. That is right.
Dr. DEMPSFY. So we think that national reform or improvement

must inevitably do that, or certain States will be disadvantaged.
Second, we think there should b a national minimum federally

guaranteed benefit level because of the fact that benefits vary so
widely today.

In September of 1977, according to the staff report provided by
your committee, monthly AFDC payments for an average family
varied from $47.23 a month in Mississippi to $377.47 in New York.
Cost of living differences, obviously do not justify such an extreme
spread.
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Important as the difference between one State in one part of the
country and another State in another-part of the country is, varia-
tions between adjacent States are even more significant. For example,
my State of Michigan, last September, paid $277.03 to the average
family. The neighboring State of Indiana paid $178.90. A hundred
dollars a month difference for movirig across the road, so to speak.

An average family in Kansas City, Kans., got $234 a month; the
same family in Kansas City, Mo., got $160. Now, there is a difference
of essentially $80 for moving across the river.

Food stamps do ameliorate these differences to a degree, but food
stamps present their own problem. My Governor has recommended
to the Michigan legislature that we upgrade AFDC grants the 1st
of October of this year by approximately 6 percent. Our legislature
will do that. When they do, the cash made available to the family of
four will increase. The food stamp bonus value will decrease. And so,
in the ei-d, what happens is that States that do raise grants with
their own money are subsidizing the U.S. Department of Agricul-
ture, something we do not want to do.

Third, there has to be an allowance for State supplementation above
the nationally established minimum and we believe the Federal Gov-
ernment should pay a substantial share of such supplementation. Any
other course would reduce benefits to a lot of people, or increase
State costs even further. We think both of those alternatives are un-
acceptable.

Fourth, there should be a firm work requirement. Everybody
agrees on this. Everybody who is able to work must be expected to
work and should be required to work, if work is available.

However, I point out that there is substantial misunderstanding
in this area, and I would like to use the Michigan caseload of Febru-
ary 1978 to demonstrate this fact.

We presently have 192,000 AFDC cases. A little over 11,000 are
AFDC-U where the parent is unemployed. He is able to work, he
is willing to work, he is looking for work, but no work is available.

Another 6,400 are AFDC-I. The cases in this category have a
parent who is unable to work for medical reasons.

Another 12,800 of my cases are children living with a self-support-
ing relative. The grant is made only to the child, obviously we are
not going to require the child to work. The relative is working.

Another 9,100 cases in Michigan are children living with a step-
parent. Under Michigan and national law, the stepparent is not legal-
y liable for their support. The children receive the grant, we cannot

require them to work.
We have 105,229 families with children under 7 years of age;

38.900 with no children under 7, but children over 7; 8,900 with no
children under 14. Now, how many of these people should be expected
to work?

Using the administration's work requirement, as in the Corman
bill reported by the special subcommittee in the House, the following
breakdown would occur for Michigan: 55 percent of our AFDC
caseload have children under 7. They would be exempted from work
requirements.

Another 25 percent are either children themselves or they are in-
capacitated adults. They would be excused under the Corman bill.
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So 70 percent of my caseload would not be expected to work, even
by the rather rigid requirements of the Corman bill.

Twenty percent of my caseload would be expected to work part
time. Since they are women, usually, with children under 14 but
over the age of 7.

A total of 10 percent would be expected to work full time. Now,
these are the 8,900 cases with no children under 14 and 11,000 AFDC-
U cases.

I am sure that the situation is similar for most other States.
Mr. Affleck mentioned that we believe an emergency needs pro-

gram is essential. Every State has one today. In the State of Michi-
gan last year, we spent approximately $20 million on emergency
needs.

The Federal Government presently participates in part of this,
but the total amount of Federal funds we got in connection with
that $20 million in expenditures was about $3.4 million, because the
Federal program is defined narrowly to include emergencies only
once a year within a 30-day period.

So we spend about six State dollars to every Federal dollar for
emergencies.

There will continue to be emergencies. Families suffer burn-outs,
brown-outs, flame-outs, inevitable natural disasters, malfunctioning
appliances and so on, and there are, of course, problems, when
people cannot meet eligibility standards immediately.

In the SSI progam, the State of Michigan usually makes an
initial advance to families and sometimes we advance money for 4
to 6 months while the Federal system is gearing up. Those sorts of
emergencies will continue to occur and there has to be some mecha-
nism to respond to them.

Very importantly, Mr. Afleck's sixth point, welfare programs have
to be simplified, standardized, and coordinated. All of the elaborate
and complicated programs adopted by Congress and directed by
Cabinet Secretaries and Federal and State officials ultimately come
together at the local level in the challenge facing an intake worker.

In my State, the average intake worker is a person with a high
school education, paid about $12,000 annually, required to deal
usually with three case openings each 8-hour day. Every person who
come in is eligible-presuming they are eligible at all-for at least
one program, sometimes it is two, sometimes it is three, sometimes it
is four, five, and so on. Each of these programs has unique eligibility
criteria and a unique standard for determining assets, resources, and
income.

Processing one case may require three or more different applica-
tions using different criteria, different standards of eligibility, but
always the same set of facts. This is the point where error occurs.
Usually, it is not the fault of the worker; it is the fault of the pro-
gram requirements.

Because Congress acts at different times, through different com-
mittees, to enact or to change program requirements for different
programs, we have,-today, a complicated system of conflicting and
contradictory requirements. The task of the intake worker is to apply
all of these conflicting and contradictory requirements to the same
set of circumstances, those involving the individual family.
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Accordingly, we would urge that, whatever this committee does, it
attempt to standardize and simplify all assistance programs.

r. Afflieck's seventh point was fiscal relief for States. We think
there are several reasons why this is required.

The first is that State.s are heavily burdened today and it is in-
creasingly difficult for them to bear welfare costs. Related to this,
however, is the fact that rising costs have made it difficult to increase
grants and even where States have done so, the rate of increase has
not kept up with inflation.

For example, in my State, Michigan, we are one of the few States
that have raised the grant level each year. In the last 7 years we have
raised grants every year and the total increase has been 47 percent.

The Consumer Price Index, at the same time, has increased 55 per-
*-ent. And so people in Michigan, even though we raise grants every
year, are worse off today than they were 6 years ago.

Many other States have not been able to raise grants re gularly or
at all. I am told that New York State, for example, has not increased
its AFDC grant for more than 4 years.

So, from the standpoint of State fiscal problems as well as from
the standpoint of clients themselves, there should be fiscal relief for
States and there should be some sort of a built-in cost-of-living index
so that grant levels do not lag behind, as they have historically.

I would point out that the States are grateful for the limited fiscal
relief which this committee has afforded to us this year and we appre-
ciate your leadership, Senator Moynihan, as well as Senator Long
and Senator Danforth. We hope you will continue it, and do more of
it, as a matter of fact.

Finally, I would reemphasize that it is our position that the admin-
istration of these programs, if Congress acts to reform them, must
remain non-Federal.

We do not believe the Federal Government has the capacity to ad-
minister programs with the sensitivity and the deftness that is re-
quired. I wonder what would happen if, under the original admin-
istration proposal, which included Federal administration, a com-
puter malfunctioned on a given day in, let's say May, and 300,000
AFDC checks did not reach Harlem or 100,000 did not reach down-
town Detroit, or what have you.

Senator MOYNIHAN. What would happen?
Dr. DEMPSEY. Wc would have a rebirth, I think, of the 1967 spirit.
Senator MOYNIHAN. Sir, what is the evidence of that? Are you

threatening violence if you do not keep your own civil service ?
Dr. DEMPSEY. No, sir, I am not threatening violence. I am sim-

ply-
'enator MOYNI1TAN. What do you mean we would have a recur-

rence of 1967? What do you mean, sir?
Dr. DEMSEY. I mean there would be major problems, and you

know that.
Senator LoNe. Senator, I think that you misunderstood his answer.

What he is saying is that if you had a computer error and 300,000
people did not get their checks, he thinks that some of the proposed
recipients, failing to get their checks, would resort to violence.

Senator MOYNmAN. I think that is a shocking thing. I am not
amused onA bit. These are law-abiding, American citizens who happen
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to Ix dependent. The idea that if they miss one check they would go
out and break the law does not sem to me to speak well of those
peol)le at all. I am surprised at you, Dr. Dempsey..

Dr. DEMPSEY. Well, Senator, it is my impression, based on experi-
ence that when we have a computer malfunction and 10,000 checks do e
not get delivered, we have a mechanism to respond immediately, be-
cause the average person living on public assistance does not have-

Senator MOYNI AN-. Doctor, supposing your paycheck were not
here next Wednesday. Would you go out and break the law?

)r. DFMPsEY. I have. seen instances where 50,000 or 60,000 State
employees did not get paid and they broke the law.

Senator MOYN A-N. What did they do?
Dr. DEMPsEY. They demonstrated. They refused to do their jobs.

They failed to function.
Senator MOYNItA'. That is not the description you gave to me of

the 1960's. That is not what you were referring to at all.
Dr. D E,snY. Senator, I did not mean to exagg,*, ate.
Senator MOYNIHIAN. Loot ings, burnings
Dr. DEMPSEY. All I am saying is that we have 87,000 families in the

city of Detroit.
Senator MoYNIAN. I will not have the welfare recipients of this

country, who are honorable and respectable people, treated as per-
sons who will violate laws, burn, loot, just because they were incon-
venienced.

l)r. DEMPSEY. Senator, I did not say that.
Senator MOYNIHAN. You did say it, sir.
Dr. DENPSEY. Well, I did not mean to say that, then. What I am

saying, in effect, is that
Senator MOYNIIIAN. We will drop the matter. I am sorry. That is

an image of the recipients of welfare which I cannot accept.
Are you through, sir?
Dr. DEMPSEY. One more comment, sir.
I do apologize if I either misinformed you or misled you. The

point I was trying to make is that if, on a given day, in my home city
of Detroit 80,000 AFDC checks do not get delivered, what would
happen I I asked a Federal official about this, and he said-

Senator MOYNIIIAN. I will tell you what would happen. A lot of
honest people would do their best to cope.

Dr. DEMPSEY. Yes. But his point is well, there would be no problem
because you would simply have to tell them that Congress or Wash-
ington made a mistake. What I am saying is that we would have to
have a mechanism that responds immediately.

We do have computed errors. We have times checks do not go out.
Clients show up at our offices and, because they are Michigan offices
or local offices they get an emergency check.

All I am saying is that if you had a nationally administered pro-
gram, you know, with 30 million families and the computer blew that
big circuit, you would not have the capacity-to respond immediately.
That is what I was trying to say.

Senator MOYNIIIAN. Thank you.
Mr. Chairman?
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Senator Lo.xo. I just want to explore one or two things with you.
4 nder this proposed bill, you said that 55 percent of the mothers on
your caseload have children under age 7.

Dr. DEMPSEY. Yes, sir.
Senator LONG. Now, if we are going to try to get any mothers to

take a job and do some work for the benefit of their fainily, does it
really make much sense that a mother with one child, assuming the
child is under age 6, should not take a job?

Dr. DEMPSEY. I think they should be encouraged to take a job. and
I find that many of them do. In my caseload, that 55 percent, we
presently have about 14,000 working ,right now, and we have another
10,000 who are looking for work. So roughly one-quarter of the case-
load is either employed or actively seeking -ork, and I think that is
a legitimate and appropriate-

Senator LOG.,-. Could I ask the other witnesses, what is your re-
action to a situation where a mother has one small child below age
6, preschool age.

Mr. AFFLECK. Our experience, Senator, is very much the same as
Dr. Dempsey's. The reality is that we have clear evidence that-I
tried to use the word "job opportunities" in my remarks-and the
reality is that we find many such women with children younger than
7 who seek out, on a volunteer basis, job opportunities.

And my thrust would be to make those opportunities available to
them. In Rhode Island, we have significant numbers, up to 20 percent
of our AFDC caseload, many with children under 7, who have income
from employment, Senator.

Senator Loxo. Well, I have given this illustration many times.
The displaced schoolteachers want us to absorb all of them who can-
not be used in the school system in day care centers at $12,000 a head.
People who have operated day care centers tell me that, on the aver-
age, a welfare mother can do what is needed in that respect just as
well as a displaced schoolteacher, and, in many cases, better. All it
takes is someone who loves little children to keep them from getting
into fights and to keep them secure on the playground. Now, if you
break that job us two ways you could hire one mother to take the
morning shift and another mother to take the afternoon shift and for
the same $12,000 you could move both those two families out of pov-
city, assuming they both have just the one child.

That to me is the kind of approach we ought to use to help these
people find a job doing something useful rather than to pay them to
do nothing. Does that appeal to you?

Mr. AFFLECK. Yes, it does, Senator. I would observe that, certainly
in my own home State of Rhode Island and throughout the country,
one can find a variety of job responsibilities within the field of day
care. One does, indeeA, find responsibilities for the educator.

In addition, one finds responsibilities for the child care worker. In
fact, I welcomed the development under the title XX provisions of
day care where we-have been able to place some AFDC mothers in
our day care centers on subsidized employment. It is significant that
such job placements have worked out very well, Senator.
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Senator LoNa. It concerns me to hire somebody for $12,000 a year
to be at a day care center and then mandate that they only have one
worker for every four people. That automatically means that you are
stuck with a $3,000 labor cost at a minimum for somebody just to
watch children play on a playground.

Of course, I am in favor of cranking some educational benefit in,
but not to where you are going to run the cost up from what a few
years ago was $100 a month up to $300 a month. We had some very
able secretaries right here in this Senate Office Building who had
their children in day care centers paying around $100, $125 a month
while we had people testifying that you ought to be paying over $300
a month for day care for children.

Basically, the difference in cost was the difference in paying $12,000
and $6,000 for somebody to watch those children play on the play-
ground.

At that rate, if a mother had more than two children, you could
not afford to put the children in day care. You would just have to
pay her to stay there with them. But that mother could become a part
of the mainstream if you could hold the cost down, or if you could
look at the cost you would have to pay anyway and say, well, we
could very well afford to pay two mothers, each working a half day
where they would each make $6,000 and take both families off the
welfare rolls.

If you can provide for someone to take care of the children in day
care centers, then -you should be able to put those mothers to work
who are not in the day care centers doing something useful. It would
be attractive if you would make it deductible for the families where
both the husband and the wife are working to hire somebody to do
the houswork while the wife is out working to help increase the
family income. If you would provide a tax credit of as much as 50
percent, or maybe even make it deductible if they are making sub-
stantial income between the two of them, and then you would pro-
vide a similar tax advantage for someone to help these dear old
people because they cannot do much because they have reached age
80 or thereabouts and really need somebody to be around the house
with them, otherwise you are going to have to move them into nurs-
ing homes or something similar-you probably could not find enough
people to take all of the jobs, at least that is the impression I gain.

What is your impression about that, Dr. Dempsey?
Dr. DEmIsEY. My impression, Senator, is that you are right. I

think, however, that more is done today than you realize. In Michi-
gan, for example, a substantial portion of our day care payments are
to what we call da care aides. This is for family day care.

In effect, one of the reasons our average payments are lower than
the need standards--our standard of need in Wayne County is $450.
B3ut we are paying an average of about $280-is because, as Mr.
Affleck indicated, 20 percent of the cases have some earned income.
For many of them, the earned income comes from day care. They are
taking care of someone else's children. We do not pay them the center
rate, which is $7.50 per day. We pay them a day care aide rate, which
is about $3 a day.

We also have a chore services program for senior citizens, such as
you mention. We spend about $25 million a year on them. A substan-
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tial portion of that pays for chore services provided by people on
public assistance. So we are doing both of those.

We run into another problem, I would have to say very frankly,
and that is the ceiling on title XX expenditures. In my State, we
have a maximum of $107 million Federal dollars. We are spending
about $40 million on top of that, that of our own money with no
match. If the ceiling could be raised, I suspect we would have more
chore services and more family day care and, therefore, more em-
ployment of public assistance recipients.

Senator LONo. I do not think you are going to have any difficulty
getting an increase in the title XX money. I think that is a need that
is clearly demonstrated and that we can agree on. The point that con-
cerns me, though, is this approach of talking about making some-
body go to work. My attitude is that I do not want to make anybody
go to work. I just do -not want to pay them a lot of money for not
working.

It seems to me that the logical way to do it i- to just say that
where a mother has only one child and she has no husband to help
support that family, she ought to be expected to take a job and help
her family.

My thought about this matter is that it ought to be very easily
within our capability to offer jobs if we just target those CET
jobs on the people who need them and otherwise would be on the
welfare rolls, and if we provide adequate tax incentives to help
these old people hire somebody to come in their homes to help them
so they will not be forced out of their homes into nursing homes
or day care centers needlessly, and if we provide enough help to pro-
vide for nurse's aides and for people to help where both the husband
and wife want to work-if we do these things, we can create enough
jobs, especially if we use the jobs credit and target that on welfare
eligibility also.

I do not see that we should have difficulty creating enough jobs
so that anybody who wants a job can find one. If we do that, I do not
see why we ought to be saying to people that they are forced to
work. It seems to me as though we could say, well, we can pay you
something, it is not much, if you do not want to do anything, but
if you take a job-and we can refer you to any one of several-that
will solve your problem.

Now, how does that appeal to you?
Dr. DE&mPsY. Very much.
Senator IoNG. What I am concerned about, in addition to all of

that, is the fact that it is awfully easy for people to rip us off. The
State of Michigan was concerned about these child support regula-
tions. It is so easy for a man to simply make himself pretend to be
unavailable to support that family, with all the time we spent on
the right to privacy, notwithstanding that the family is on welfare
on the theory that'he had abandoned them, and that they need the
welfare help.

If that is the case, you can easily find someone with a mother
and one child, for example, who would be getting-let's say, $3,000;
papa is getting $7,000. When lie sees fit to be around the house he
is a very generous soul. He gives the family maybe $100 a month out
of his $600 a month that he is making, but the overall family income

32-925-78-15
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would be $10,000 in a case like that and not just the amount of the
welfare payment. It works out to a ripoff of the taxpayers.

I do not see how you are going to get those figures, because either
HEW of the States or somebody has so zealously protected the right
of privacy that it looks to me that it will be almost impossible to
prove the point that many of these cases, papa is not only available
to support the family, but he is already helping the family.

What is your reaction to that situation?
Dr. DFMPSFY. I think it is true, and I would like to make a sug-

gestion, frankly. Under the Internal ReVenue Code a husband can
claim a deduction for alimony, and they do, but not for child sup-
port. I think if you could make an amendment that child support
was a legitimate deduction, whether as a tax credit or a deduction
or what have you, husbands then would start declaring the money
that they pay and then we would have access to it, because we could
access certain figures, and so on.

But it is my impression that a good percentage of the husbands
do make payments, and they are not. reported.

In Michigan, we estimate-well, we collected last year, in child
support for AFDC families about $70 million. We estimate that the
friends of the court throughout the State collected $195 million
additional for non-AFDC families, but it is not reported, by and
large.

Senator Loxo. Dr. Dempsey, what you have said just made my
day. That is one of the best ideas that has been suggested to me in a
long tnie. Did you hear that, Senator Moynihan?

Senator MOYNiiAN. Yes, sir, Mr. Chairman.
,Senator LONG. Well, I was not aware of that, but I learned some-

thing.
Dr. DEMPSEY. It would benefit the father, because his taxes would

be reduced. It would benefit the system because we would have a re-
port on it.

Senator LoNG. It would benefit every father except someone who is
ripping us off-and there might be a considerable number of them, I
regret to say. But, with that exception, it would benefit all of them. I
think it is a very fine idea.

(The following was subsequently supplied for the record:)
DEPARTMENT OF SOCIAL SERVICES,

Lansing, Mich., May 1, 1978.
Hon. RUSSELL B. LONG,
U.S. Senator, Dlrksen Senate Office Building, Washington, D.C.

DEA SENATOR LONG: During our recent meeting in Washington, I suggested
that child support recovery might be enhanced by providing some sort of tax break
to the obligor.

Herewith please find the proposal which Is set out to present an approach to
the problem.

We realize it will take much study and will call for statistical resources which
are not within our power to get. Nevertheless, the proposal does present sugges-
tions and questions which may lead to a method of increasing collections, and thus
decreasing the overall tax burden.

We will provide any additional ideas or information we can to solve this prob-
lem of mutual concern.

Sincerely,
JouN T. DEMPSEY, Director.

Enclosure.
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CHILD SUPPORT PROGRAM PROPOSAL

The problem facing all states regarding the Child Support Program is en-
forcement of the support order. Without adequate enforcement, revenues do not
meet projections, and the costs to the state and federal governments are not
offset to the fullest extent.

A contributing factor to the problem is a lack of something positive to the
obligor in return for complying with a court order. Presently, failure to pay
results in the negative: punishment by the court.

One possible way to shift from the negative to the positive Is to provide some
sort of tax relief to the obligor who pays.

Under the present IRS Code, child support is not deductible by the obligor, nor
is it included as income in the return of the obligee.

For purposes of determining what approach, if any, could or should be taken
regarding the granting of credit for child support under the Internal Revenue
Code, the following options are examined:

1. The allowance of child support paid as an itemized deduction: This would
not be acceptable inasmuch as itemization is not used by all. Consequently, the
granting of a deduction to one who does not itemize would not provide the
stimulus to pay child support. _

2. Tax Credit: Although this could prove workable, it Is by far the most com-
plicated. A formula would have to be developed based upon payment and number
of children, and would, we fear, turn into something so complex as to be
unworkable.

3. Adjustment to Gross Income: If such credit were to be given, doing so under
the adjustment to gross income section would appear to be the most workable.
The mechanism already is in place, and little or no complicated computation is
called for.

In selecting a method of tax relief, we must assume that we do not want to
make the relief so attractive that people will separate, I.e. granting a tax break
greater than the married couple with children, and not separated, receive.

Secondly, it must be determined what tax rate the majority of obligors of child
support fall into. Without benefit of research statistics, but with a great deal of
experience in the child support area, the figure of 16 percent should prove fairly
accurate.

Thirdly, it must be determined to what cases this should be applicable. The
answer must be that it should apply to all support and paternity cases. The latter
category is very important: some positive stimulus will or should lead to more
voluntary acknowledgements, thus avoiding costly court time as well as delays. -

Fourthly, it must be determined whether or not the income to the obligee should
be taxed. An argument for this is that it will reduce the cost. However a stronger
argument against this is that the obligee (usually the mother) faced with a larger
tax, may surrender employment and opt for AT)C, the very thing we seek to avoid.

Some further considerations have to be made regarding total costs. Some of
these require actuarial studies of some length. However, if we use an example, we
can illustrate how it might work, based upon the assumption that the obligor
is in the 16 percent tax bracket. For example:

Child Support Order: $3W per week.
Number of Children : 2.
1 Year obligation (52 x $30) : $1,560.
Present payment: None.
Under our example, assume the obligee is on ADC. In Michigan the ADC grant

exceeds $1,560 which was never paid anyway. Consequently, $780 each is con-
tributed by Michigan and the United States.

Assuming the tax relief provides the necessary stimulus, and the obligor pays
$1,560 which is shared equally by the state and federal governments. The obligor
would be entitled to a tax break of $260, and the federal government would still
have a net gain of $520 ($780 minus $260.)

Under these cirunstances, even if the 16 percent tax rate turned out to be in-
accurate, a 20 percent rate would not have that much negative effect.

Impact on the states must be considered inasmuch as those states having a state
income tax might be affected. In Michigan, as In most states, adjustments to in-
come for federal purposes are also allowable for state purposes. However, the
state income tax rates are very low by comparison (4.6 percent In Michigan) and
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the impact would be little. Further a state such as Michigan would be allowing a
4.6 percent credit in return for a 5 percent revenue (ADC cost share) on ADC
cases.

The tax structure would have to be applied universally to ADC and non-ADC
in order to make the stimulus work. A credit for only those obligors whose de-
pendents are on ADC would be discriminatory. Moreover, it would tend to increase
the ADC rolls, thereby producing results contrary to those intended.

Earlier we mentioned that the divorced or separated parent should get no larger
break than the married and together couple. With the adjustment to income de-
vice, this should be prevented. It would take an extremely large payment, under
the obligors tax rate, to reach a $750 tax reduction equivalent to an exemption.

To that end, if an obligor, even under the existing law, can prove that he is
furnishing over half the support of the dependent, he can claim the exemption.
Consequently, the large-paying obliger is not penalized.

A further consideration to be examined is arrearages. If payment is to be stimu-
lated it would appear that the granting of relief for all payments (current and
arrearages) must be given. To do the contrary would give obligors no reason to
catch up and stay current.

The foregoing presents an approach to the problem, not as a panacea, but as an
Idea to study and refine. By so doing we can help shift the burden for the support
of minor children back to those legally liable and financially able to do so.

Senator Lo.-o. I want to ask you, Dr. Dempsey, are the quality con-
trol fiscal sanctions effective?

Dr. DEmPSaY. No, sir.
Senator LoNG. Will you explain to me why not and how, in your

opinion, they could be made effective?
Dr. DEmSr . They are not effective because they are too gross.

They have never been imposed. Every time the time comes, we all
bring pressure on Congress and Congress delays the date.

If they are ever imposed, and I guess they are going to be some-
time, they, in effect, disadvantage only the recipient. They do-not
penalize the administrators.

I have been saying to HEW for the last a years, if you are going
to take sanctions, take meaningful sanctions, but take them only
against administration.

In other words, when we were confronted by the probability of
sanctions about a year ago, it was our estimate because our error
rate was high that the Feds were going to take $50 million away from
Michigan. Now, I can very easily go to my legislature, you know,
and get them ranting and raving about the Federal Government for
$50 million.

If you took sanctions on the Federal share of administration-let's
say the total cost of administration in Michigan is about $160 million
and it is 50 percent Federal and 50 percent State. If you were to de-
cide you were going to take a 10-percent sanction against administra-
tion, in effect, I have to go to my legislature and say I need an
extra $8 million because my department is not running this program
equitably.

They would take it out of my hide. In the end they would come
up with it, but they certainly would make either me or my successor *
perform more admirably.

But when you say you are going to take $50 million away from
clients, the only way you can achieve it is either to put State money
in or to have a ratable reduction, and the average routine that the
average State has had to take when they are faced with problems is
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a ratable reduction. So the director does not get hurt, the civil
servant does not get hurt, the people who are making the errors do
not get hurt, but the clients do, and I think that is grossly unfair.

Senator LoNG. Do you have any specific recommendations for
minimizing erroneous payments?

Dr. DEMPSEy. Well, there are two recommendations that I would
make. The first is the one I did mention earlier and that is simplifi.
cation and standardization. I really wish someday this subcommittee
could call in three or four intake workers and have them lay out
for you what they are required to do.

I said once that the job of the frontline worker requires the patience
of Job, the tenderness of a newborn mother, and the brains of a Phi
Beta Kappa-and we only pay them $12,000. Simplify the system.

Second: We should have some sort of a mechanism to act when
we find an error-and this would include also fraud, by the way. I
have a comment I would like to make on the fraud question.

We frequently detect fraud, but under the situation in any State,
all we can do is refer fraud to a local prosecutor. They very rarely
are willing to movee against it because, in most cases the amount in
question is $400 or $500. The ones they do move against are the gross
cases where it is $10,000 to $12,000.

I would suggest that this committee give some thought to a pro-
gram like IV-D for fraud detection and prosecution. We have had
great success in Michigan with IV-D because our local prosecutors
have seen it as a way to get resources to build staffs to do the job.

We have very little success in getting local prosecutors to prose-
cute fraud. If they were to receive a portion, as they do under IV-D,
of money recovered, they then, I think, would begin to move against
fraud.

Senator MOYSITIAN. You are talking about-
Dr. DEMPSEY. Child support.
Senator LONG. The child support enforcement unit.
Now, this committee has heard me refer to occasions where, I

was a poverty lawyer myself, that is before the Government started
hiring poverty lawyers. Some poor woman would come to me and
tell me that she had been abandoned and the man was ordered to pay
something for the children but would not pay. Not many lawyers
who were affluent felt like even fooling around with that kind of
case, but I was a young fellow who did not have any business any-
how, trying to get started, and I thought I might as well tackle that
as anything else.

My impression was that if a lawyer back there at that time was
hungry enough to go out and pursue a fellow, you could find him
and make him pay something. You could drive those fathers out of
their mind or out of the State, one way or the other.

Now, in the type area that you are talking about, the fraud area,
it looks to me like we need to find some way to provide someone with
sufficient incentive to go out and pursue it. Four hundred dollars may
not be much money, but if someone were being paid adequately
put an end to fraud,'I think he would do it.

Dr. DEMsiPSEY. Well, what I am saying is that the prosecutor in
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Wayne County, for instance, which includes Detroit, has literally
hundreds of fraud cases referred to him each year. Very rarely does
le ever prosecute, on the grounds he has all of these rapists and
murderers and arsonists, w-hy should he go after some lady who
beat the system for $2,000?

Even the Federal U.S. Attorney, who has been very successful in
the Eastern District of Michigan, has a mechanism whereby if the
fraud is under $5,000 they will not go into court,, unless it is a public
employee, particularly a Federal employee. Then they go in for
almost. any money.

We have had several hundred people convicted under that.
But if a local prosecutor were told. in effect, that once he swore out

a warrant, whether the case went to trial or led to some sort of an
administrative reimbursement mechanism, he could keep a quarter of
the savings of the resultant payback, I think you would find a lot
more warrants issued and more fraud cases prosecuted.

That is the theory of the IV-D program and it has worked quite
well.

Mr. AFFrLcK. I would like. to underscore Dr. Dempsey's observa-
tion. Fraud is a most difficult area to press successfully, but it is
terribly important to do so, because any degree of fraud, whether it
be $200 or $2,000 does, indeed, undermine public confidence in the
system that we are administering.

But it is very difficult to get prosecutors and court systems to ad-
dress the issue. In Rhode Island, for example, our attorney general
speaks of a 7,000 case backlog. We have stepped up our efforts with
him and with his assistance have had a fair degree of success, but
the judges are not terribly excited, frankly, over some of the cases
that are brought in for a relatively few dollars.

And as Dr. Dempsey suggests, unless it is, if you will, almost made
worthwhile in a "bounty" sense, so to speak, you have not got very
much going for you, sir.

Senator LONG. Well, where someone is beating us out of money-
they are not entitled to be drawing anything and they are beating us
out of $6,000 a year, let us say-somebody ought to sue them.

Mr. AynE'icx. Yes, sir. and we do.
Senator LoNG. Now, if the local district attorney will not handle it,

then we ought to have somebody who will. If you people would give
some thought to it and make your suggestions, I would like to have
them.

[The following was subsequently supplied for the record:]

PROPOSAL FOB REcOVERY OF AFDC FUNDS FRAUDULENTLY PAID TO
PROGRAM RECIPIENTS

1. PROBLEM

A. There has been and will continue to be a large increase of welfare fraud
referrals.

B. At present, there exists a lack of investigative resources for State Social
Service Agencies and County Prosecutors to spend the needed effort to success-
fully recover fraudulently obtained funds.

C. Large amounts of monies are not recovered and the belief exists that nothing
will be doiie to fraud perpetrators even if they are caught.
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Ii. PROPOSED SOLUTION SIMILAR TO IV-D PROGRAM UNDER ADMINISTRATION OF
STATE DEPARTMENT OF SOCIAL SERVICES

A. "Diversion Program", developed by many county prosecutors, takes first
offenders In non-aggravated criminal violations and obtains a written promise
to make restitution in lieu of prosecution.

1. Reduces court system case load.
2. Prosecutors office keeps track if payments are made and routes them

to proper agencies.
3. The new approach has been used most successfully with those off welfare

who have jobs or who are in a position to be rehabilitated.
B. County Prosecutor staff needed for the new program would be funded by

50/50 Federal/State matching funds with the Investigative function maintained
by existing State Department of Social Services, Office of Inspector General staffs.

C. Advantages of Diversion Program are twofold.
1. The amount and percentage of funds recovered can be dramatically

increased because of effective prosecutorial supervision.
2. Resultant deterrent "chilling" effect felt by actual and potential abusers.

WAYNE COUNTY DIVERSION PROGRAM STATISTICS

Date Amount CollectionsCase No. ordered ordered to date

S------------------------------ --------------- Mar. 20,1977 $5,051.00 225.00
2 -------------------------------------------------------------- June 9, 1977 1,827.00 227.00
3 ---------------------------------------------------------------- June 8,1977 2,239.50 2,239.50
4 ---------------------- ------------------------- June 7,1977 685.00 300.00
5 6---------------------------------------------------- June 7,1977 1,530.00 840.00
6 --------------- ------------------ --------------- June 7,1977 2,876.74 2,876.74
7 8----------- ---------------------------------- --------------- June 20,1977 1,383.50 5.00
8...- ------------------------------------------------- June 27,1977 370.47 0.00
9 ------------ -------------------------------------------------- June 8,1977 555.00 555.00
10 ------------------------------------------------------------ July 8,1977 5,940.00 1,700.00
11 ------------------------------------------------------------ July 21,1977 3,784.00 1 855.00
12 -------------------------------------------------------------- July 12,1977 6,093.50 6,093.50
13 ----------------------------------------- July 18, 1977 5,271.50 4,700.00
14 -------- ------------------------------------------ July 12,1977 1,524.92 610.00
15 -------------------------------------------------------------- July 12,1977 3,895.00 1,350.00
17 ----------------------------------------------- Jl 1,97 57.0 37.0

16 ... .. ... .. ... ... .. ... . . .. .July 1,1977 578. 00 378. 00

17 ------------- "_-_-... .--------------------------------- Aug. 12, 1977 454.00 454.00
18 ----------------------------------------------------- -------- Aug. 17, 1977 2,681.20 2,681.20
19 2------------- ----------------------------------------- Aug. 12,1977 1,210.50 1,210.5020 ------- ".----------------------- ---------------- Aug. 1,1977 1,368.00 1,368.00
21 -------------------------------------------------------------- Aug. 11, 1977 2,766.00 750.00
22 -------------------------------------------------------------- Aug. 19,1977 812.00 170.00
23 --------------------------------------- ---- Aug. 18,1977 2,405.00 1,510.00
25 ---------------------------------------------------------------- Sept. 1,1977 1,808.30 602.00
26 ------------------------------------------------- Sep. 30,1977 1,13850 0 .00
27 . ---------------------------------------- Sept 30,1977 3,514.00 1,250.00
27 ------------------------------------------ Sept. 15, 977 2,184.00 2,184.00
28 ------------------------------ ----------- Sept. 22,1977 4,146.00 1,395.00
29 --------------------------------------------------------------- Oct. 10,1977 1,860.00 520.0030 .... ... ... ...... ... " ..... ....._ .. ' .." " "...........O 2 1 77 2 4 6 00 2 4 0
31------------------------------------- Oct. 20,1977 2: 436.00D 2,43E.0031 ------------------- -------------------- -------- Oct. 4,1977 3,174.50 900.00
32 --------------------------- - ---------................... Oct. 3,1977 1,897.00 900.00
33 ---------------------------------------------------------- Oct. 19,1977 1,960.00 200.00
34 ----------------------------------------------- Nov. 30,1977 2,396.50 2,396.50
35------------------------------------------------------Nov. 8,1977 2,854.00 900.00

3---------------------------- -------------- Jan. 3,1978 2,237.09 700.00
37 --------------------------------------- -------- Jan. 6,1978 3,305.00 900.00

Note: This table represents the results of a pilot study comprised of a small sample in one metropolita n Michigan county,

Mr. AFFLECK. I might make an observation, if I might, Senator.
We have had a very fine degree of success in our child support area
with our own Rhodel Island family court by the introduction of a
special master of the court who exclusively handles child support
areas. This may be, in my judgment, an approach that could be used
for addressing fraud.

Senator LONG. Secretary Califano in the beginning did not see that
the Federal Government ought to provide aid to the State judiciary.
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He is beginning to change that view after meetings lie has had with
these IV-D sections. He is beginning to see that that is where the big
hangup is at this moment in making the IV-D section effective. We
provide some help in the cost of personnel but we have not yet gotten
around to helping to bear the judicial load. Maybe we can make some
progress there.

Thank you very much, M r. Chairman.
Senator MOYNmIAN. Mr. Affleck, I wonder if on behalf of the com-

mittee, you could send us a proposal in writing on this? You know,
you refer to doing this in the sense of a bounty, which is maybe not
the most elegant way to put it, but a very correct way.

One of the great problems of public administration is to be able to
identify incentives to carry out public purposes. Dr. Charley Schultz,
the chairman of the Council on Economic Advisers, gave the Godkin
lectures at Harvard a few years ago on the question of how to build
incentives into public functions.

One of the best known incentives of bureaucrats is to increase the
size of their bureau, and if you. allow them to do that by virtue of
carrying out these other purposes, fine. At least their performance in
carrying out the functions of the bureau is predictable.

I do not think this idea is in any of the current legislation before us.
Senator Danforth does have his own bill.

Mr. AFTLECK. I do not believe it is, sir. fy use of the word "boun-
ty" may- have been very direct, and indeed, it was. Perhaps a kinder
term is'incentive or motivation, but the reality is-

Senator MOYNIJIAN. More kind of effort.
Mir. AFFLECK. And we have seen it in IV-D and why not try to

adapt that same kind of reward, if you will, motivation, incentive, to
this particular area.

W e would be very pleased, sir, to share our views with you.
Senator MOYNIIAN. Thank you.
Senator Danforth? -
Senator DANroirri. Thank you, Mr. Chairman.
I am going to have to leav-.3 in about 5 minutes, and so what I would

like to do is to expeditiously as possible get the views of the panel on
the fundamental differences between the two major approaches that
are before us, namely the administration's approach and the so-called
Baker-Bellmon approach.

I think that what I will do is to just ask the question maybe to Dr.
Dempsey and then if anybody else disagrees, chime in. And if you do
agree, silence will be construed as agreement, okay?

First of all, with respect to Federal administration versus State
administration. Is it fair to say, Dr. Dempsey, that your view is that
Federal administrators do not hold any monopoly of confidence, abili-
ty, and that you think that it would be appropriate to keep adminis-
tration at the State level?

Dr. DFMPSEY. Definitely, yes, but I would go a step further. Public
welfare has been a function of Government in this country since 1935,
formally. For 43 years, in effect, you know, State and local adminis-
trations have been running the program.

When you get Federal administrators into it who have never had a
hands-on relationship with a client, they tend to think esoterically and
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they come up with broad generalities that just do not meet the real
Woild. So they do not only not have a monopoly on intelligence or
knowledge, thev have a paucity of experience, a'nd I think that we
should not lose'the experience at the local and State level.

Senator DANFORTH. Does everybody else agree with that ?
Mr. BAUrERI. Yes, sir.
Senator DANFORTiT. All right.
Second, it is said that the administration's program is a comprehen-

sive program and that Baker-Bellmon is not comprehensive but is
incremental. I have never been exactly sure what the definition of
comprehensive is and incremental is, but I take it it has something to
(1o with whether or not food stamps are cashed out across the board or
whether it is done on a pilot basis.

Do you favor the comprehensive or the incremental approach?
Dr. DEMPSEY. I think that theoretically as well as practically we

all favor the comprehensive approach but we are familiar with what
hal)pened the last time that a comprehensive approach was tried, the
family assistance plan. The end result was nothing, really.

So I guess we would prefer comprehensive-Senator MoYNlITN. No, the end result was the supplemental securi-
ty income program.

Dr. DE esy. Yes, sir, plus substantial expansion of food stamps,
and so on. Dick Nathan has-made the point that we have been incre-
mentally reforming for the last decade. I guess, you know, if we had
our druthers, we would prefer comprehensive reform. And so, as Mr.
Afleck (lid indicate, we would like a comprehensive scheme, but move
toward it incrementally, by phasing the provisions in, over a period
,f. say, 5 years.

Senator DANFORTI. Would the Baker-Bellmon bill accomplish that
objective?

Dr. DEMPSEY. In my own judgment, and not necessarily the judge-
ment of the council, it would, but it does not take the last step, which
is the cashing out of food stamps.

Senator DAN.FORrH. No, of course not, but would the Baker-Bellmon
approach accomplish the objective that you see?

Dr. DFPSE.Y. Again, in my own view, it would accomplish almost
all of it.

Mr. AFFLECK. I think, in our use of the word comprehensive, Sena-
tor. we use it largely in terms of the degree of coverage that is pro-
posed in the legislation, the individuals-

Senator MoYN-IIIAN. If you had been so fortunate to be present at
the first day of hearings of this session, you would have heard the
chairman of the subcommittee describe the Danforth-Bellmon-Baker-
Rihicoff bill as a comprehensive-incremental approach.

Senator DANFORTIH. The coverage is, of course, different under the
two bills.

Mr. AFFLXCJC. I would think that issan apt description, if I might
say so. Mr. Chairman. I did not hear you say it, but I have been read-
in,.- of it considerably.

Senator DANFORTII. You think Baker-Bellmon is a definite step
forward and something to be pursuedI
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Mr. AFFLECK. Yes, we do, Senator. As a council we have not en-
dorsed a specific piece of legislation. Rather, we have identified what
we believe to be eight essential principles that must be incorporated in
any bill.

But yes, we do recognize individually, and I think collectively, that
tie newly presented Baker-Bellmon-Danforth-Ribicoff proposal is a
significant move in the right direction.

Senator MOYxIHAN. I wonder if we could not ask if you might give
us, for the record, any thoughts you had on it.

Mr. AFFLECK. We would be very pleased to, Senator, and we have
had some analysis of it. Our staff as well as ourselves are very close
to this and we would be very pleased to share observations with you
concerning it.

In fact, there is a chart comparing the four major pieces of legisla-
tion that are now before the Congress. We would be very pleased to
share such information as it relates to the principles which have been
adopted by the council.

Senator DANFORTiI. All right.
Just one other question, and then I am sorry, I am going to have

to leave.
There are two basic approaches to providing jobs. One is the phi-

losophy of the administration's bill, which is a substantial increase in
CETA jobs; the other is the Baker-Bellmon approach which would
phase down the number of CETA jobs and provide tax credits and
vouchers for private jobs.

Which of those two approaches do you think would be the most
effective if you had to select between them?

Dr. DEMPSEY. Speaking for myself, and not necessarily for the
council, I would very much like to see the Baker-Bellmon approach. I
would like to see the job voucher idea tested.

One of the things I have noticed is that there is increasing problems
in small business. One of the reasons that supermarkets seem to be
taking over the food industry, that large restaurants are driving out
small restaurants, and so on, is the difficulty of the small employer to
add to his work force.

I think a job voucher such as suggested in the Danforth-Baker-
Bellmon bill is certainly a noble experiment and should be tried, be-
cause I think it could lead, perhaps, not only to jobs for the people
that require them, but it might give a boost in the arm to small busi-
ness. It is limited, as you know, in terms of the volume that could be
used, so it would not benefit Ford, General Motors, and Chrysler, but
it certainly would benefit the Oriental Chop-Suey Garden down the
street from my house and so on and so forth.

I think it would be very well worth trying.
Senator MoY.IIIAN. That is an invitation to say that they are pro-

posing coolie labor.
Dr. l)E.rsFxY. I did not say it, sir.
Senator DANFORTM. Do the other two agree with that?
Mr. BAUER. Mr. Chairman and Mr. Danforth, I think the concern

that I would have would be that we not leave any prospects for job
development unattended. I would suspect that a combination ap-
proach might be as fruitful as anything.
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Senator DANFORTH. That is what it is. Of course, Baker-Bellmon is
a combination.

Mr. BAUER. And the emphasis on public-service type jobs, the em-
phasis on the development of tax credits for private industry, any-
thing which can develop something substantially beyond even 1.4
million jobs would likely be very beneficial and I would like to see all
of them attempted and tried.

I think our success in finding and creating jobs for the poor, at this
point, has been inadequate and new methods would be well received.

Mr. AFFCK. Yes, I concur with this. I think if it were an either/
or situation, we would prefer private-sector jobs to "government"
created jobs as a piece of the wel are program. Certainly, however, not
to contradict myself in any way, public service jobs also play an
important role. But if I were to come down on the side of either/or, it
would clearly be in the private sector, the private economy.

Senator DANFORTII. The theory, of course, is that the voucher sys-
tem or the tax credit system offsets part of the cost of hiding people.

At the time last summer when we were considering an increase in
the minimum wage, Secretary Marshall indicated that that bill would
result in 90,000 less jobs. Other people said up to 230,000.

Do you know of any way of quantifying the--or judging the rela-
tionship between the increased costs of employment and the availabili-
ty of jobs?

Dr.- DEMPSEY. I am not quite sure I understand the question,
Senator.

Senator DANFORTH. Well, the theory is that-thA theory of the
Baker-Bellmon voucher type system is that if the cost per hour of an
additional job is less than it would otherwise be by virtue of the
voucher, there will be more people employed.

Conversely, the theory is that to the extent that either minimum
wage or social security increases artificially increase the cost per hour
of employment, there is less employment.

Is that just a theory, or is there some analysis of the basis of the
theory? 1

Dr. DEM SEY. I think it is more than a theory. I think it is a demon-
strated fact that, as labor costs go up, the tendency on an employer's
art is twofold. First is to work a portion of its labor force overtime,

ause it costs less per hour to work someone overtime than it does to
qualify a brand new person; and the second is that you tend to auto-
mate more heavily and therefore the types of people who wind up on
public assistance are the least skilled and least educated, have increas-
ingdifficulty getting jobs.

So I think that an approach that does reduce the hourly wage costs
does inevitably stimulate job creation.

Senator DAN-FORTn. Thank you very much.
Senator MOYNIHAN. Well, we would very much appreciate hearing

from you about the Baker-Bellmon-Danforth-Ribicoff proposal and
also about the question of an incentive system with respect to fraud.

As you know, the Inspector General at HEW has put out an annual
report on the extent of fraud in HEW departmental programs. It is
pretty discouraging with between $6.3 billion and $7.3 billion in
misspent funds. It suggests levels of collusion, I mean, that cannot
just happen.
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I would like to be clear, however, that AFDC errors do not occur
at anything like that rate. Perhaps 10 percent of AFDC expendi-
ture is lost to fraud, whereas almost a third of medicaid is lost. I
do not think that medicaid money ends up in the pockets of poor
people. I think a lot of it ends up in the pockets of very well-to-do
people.

Dr. DEMPSEY. Senator, it would be my guess-let ine add this-the
10 percent is a very high figure for AFDC fraud. I would say it is
probably more on the level of 2 percent.

If they speak 10 percent, they are probably speaking of misspent
funds.

Senator MoY-NIIIA. Misspent funds.
Dr. DE PSEY. Right. Frequently, that is the-
Senator MOYNIHAN. Lost is the term.
Dr. DEMIPSEY. If we pay a family $6 a month more than we are

supposed to, that is a loss. That is misspent.
senator MOYNIA-N. Yes, and loss is the term on all of these matters.

But I think AFDC would prove in these terms to be rather the
least inefficient of these programs, partly because we have been pay-
ing attention to it a bit longer and the idea of great losses in medi-
care and medicaid is rather new.

We do thank you, gentlemen, very much, and we look forward to
both of those things you promised.

Mr. AFFLECK. It is a very real pleasure to be here, Mr. Chairman.
Thank you.

[The prepared statements of the preceding panel follows:]

PREPARED STATEMENT OF JOHN J. AFF[ECK. DIRECTOR, RuiooE ISLAND DEPARTMENT
OF SOCIAL AND REIABILITATIVE SERVICES, AND CHAIRMAN, NATIONAL COUNCIL
OF STATE PUBLIC WELFARE ADMINISTRATORS

Mr. Chairman. members of the Subcommittee, good morning. My name Is John
J. Affleck, and I am Director of the Rhode Island Department of Social and
Rehabilitative Services, and the Chairman of the National Council of State
Public Welfare Administrators (NCSPWA) of the American Public Welfare
Association (APWA).

With me today are Dr. John T. Dempsey and Mr. Samuel P. Bauer. Dr. Demp-
sey is the Director of the Michigan Department of Social Services and serves as
the Chairman of the State Council's Income Maintenance Committee. Dr. Demp-
sey joins me in representing the views of the NCSPWA on reforming our wel-
fare system. Mr. Bauer is Director of the Cuyahoga County Department of
Public Welfare In Cleveland, Ohio, and serves as Chairman of the National
Council of Local Public Welfare Administrators (NCLPWA), also an affiliate of
the APWA. We very much appreciate the opportunity to share our views with
you on this important issue.

The NCSPWA is composed of officials in each state, the three territories, and
tho District of Columbia who are responsible for administering myriad income
maintenance and social service programs which provide assistance to millions of
vulnerable, low-income individuals and families. These programs include, among
others, Aid to Families with Dependent Children (AFDC), Food Stamps, and
General Assistance. In addition, until a few years ago, we were responsible for
programs for the aged, blind, and disabled. Many of us continue to be involved
with the Supplemental Security Income (SSI) program either through contract
with the Social Security Administration or through direct state administration
of the state supplement.

Over the years, we have watched this network of public welfare programs
grow and become increasingly complex. As administrators, we kept stride with
program growth, developing sophisticated technologies and creative management
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systems to cope with burgeoning demands. And in spite of frustrating fiscal
constraints, oftentimes baffling legal constraints, and burdensome, bureaucratic
red-tape, we care about the people we serve. We are proud of what we have
accomplished, yet we ore cognizant of the problems and inequities that permeate
our current welfare system. In fact, next to applicants and recipients, we proba.
bly know these problems better than anyone else.

It is precisely because of our unique insight into the strengths and weak.
nesses of the current welfare system and our first-hand experience with running
the programs on a day-to-day basis, that we believe we can assist this Subcom.
mittee in developing and refining legislation to substantially overhaul and im.
prove our welfare system.

Pending before this Subcommittee are two major welfare reform bills. The
first, S. 20S4, the Program for Better Jobs and Income (PBJI), is an extensive
bill put forth by President Carter and introduced in the Senate by the honorable
Chairman of this Subcommittee. Attached, for the record, is a t'. .,kical position
paper analyzing certain provisions of the PBJI (H.R. 9030) add detailing the
Council's concerns with these provisions.

The second, S. 2777, the Job Opportunities and Family Security Act, Is an
alternative approach offered by the Minority Leader, Senator Baker, and co-
sponsored by Senator Bellmon and two members of the Senate Finance Commit-
tee, Senators Danforth and Riblcoff, among others.

In the House, Mr. Corman's special Subcommittee on Welfare Reform has
amended the PBJI and the clean bill, H.R. 10950, is now awaiting further action
from the Committees on Ways and-Means, Education and Labor, and Agricul.
ture. In addition, the Chairman of the Ways and Means Committee, Mr. Ullman,
has introduced his own welfare reform-alternative, H.R. 10711, the Welfare
Reform Act.

The NCSPWA has often praised the Carter Administration for launching a
meaningful welfare reform initiative. We commend Mr. Corman and his col-
leagues on the special Subcommittee for their herculean efforts in constructively
amending and, in our view, substantially improving the PBJI as a vehicle for
welfare reform. Finally, the Council applauds the widespread Congressional
interest in reforming the welfare system-as evidenced by the introduction of
alternative welfare reform bills in both the House and the Senate. We are
especially heartened by the bipartisan support in the Senate.

Mr. Chairman, we are confident that a strong, coherent, comprehensive wel-
fare reform bill can be forged out of the several Interesting alternatives now
before the Congress. We respectfully urge that the Congress move speedily to
pass such a bill before the end of this session and we hope that this Subcommit.
tee, under your able leadership, will do its part to move a bill expeditiously
through the Senate.

Having stressed the importance of enacting a welfare reform measure in this
session of Congress, Mr. Chairman, I will now briefly describe those featui:zs of
welfare reform which the Council believes must be included in any worthwhile
bill. I might add that the Council's position is the result of two years of thought-
ful deliberation. My colleagues, Mr. Bauer and Dr. Dempsey, will further
elaborate on the following points:

To begin with, as administrators, we are of the firm conviction that any wel-
fare reform measure must have, as its cornerstone, these two objectives: First,
to be responsive and sensitive to the needs ot welfare applicants and recipients;
and, second, to meet those needs as effectively and efficiently as possible. And,
Mr. Chairman, we assert most emphatically that these two objectives are not,
and need not be, mutually exclusive.

In order to achieve these two objectives, the Council-with its collective
knowledge, experience, and sensitivity-believes the following eight principles
must be enmcted as part of welfare reform:

1. Expant( coverage to include all families, childless couples. and single adults.
-Such comprehensive coverage should be conditional on meeting three require.
ments--incowe, assets, and willingness to work. In addition, there must be a
mechanism to safeguard against high-income individuals receiving benefits.

2. Establish a national minimum benefit lcvel.-ThIs mininun benefit level-
Including the worth of Food Stamps and the cash payment-should be 100 per.
cent federally funded, adjusted automatically to reflect Imcreises in the cost-of.
living, and should equal the poverty level within five years of implementation.
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R. Permit state supplementation at the state's option.-The state should be
allowed to supplement the basic federal benefit-with federal financial participa-
tion-up to the Lower Consumption Budget, established by the Bureau of Labor
Statistics. Any supplemental payment beyond that level should be funded 100
percent by the states.

4. Establish strong work requirements.-As a condition of income-support eli-
gibility, employable participants should be required to accept a bona-fide job or
training slot in either the private or public sectors. Of course, any work require-
ment must be accompanied by sufficient job opportunities. Welfare recipients
must have priority placement in any national jobs program. The Governors
should have the option to locate responsibility for the jobs component in what-
ever state agency or agencies they feel will be most effective in creating jobs,
placing individuals into jobs, and coordinating with the agency administering
the cash component of the program. To make working more attractive than not
working, program participants must be subject to reasonable benefit reduction
rates. Further, to assist the working poor, the Earned Income Tax Credit must
be expanded and phased out at a progressive rate.

5. Expand the cmergcuncy nccds program.-The emergency assistance program
should he expanded to include single adults and childless couples. States should
continue to have the option to participate, the current funding formula should
be preserved, and the states should be responsible for program administration.

6. Sitdnlify administration.-By providing uniform, simplified program re-
quirements and definitions, administration will become more efficient and less
error prone. Wherever possible, definitions of "income," "assets," and "dis-
ability" should be streamlined and made uniform. In addition, income disre-
gards should be simplified and standardized. Finally, initial eligibility should
be based on current need.

7. Providc fiscal rclicf.-Increased federal participation in providing the
basic cash benefit will significantly unburden financially hard pressed states.
Simplified, standardized administrative definitions and procedures will cut the
costs of operating the programs and will reduce error rates. States should be
held harmless for costs beyond a fixed percentage of their current expenditures
for welfare programs.

8. Permit non-federal administration directly through the state and, at state
option, through local subdivision.-States should administer the entire cash
assistance and jobs program. State and local administrators have invaluable
expertise and experience in running current programs. States and local sub-
divisions have the complex structural network, necessary to administer income
maintenance programs, in place and working. But most important, state and
local administrators are closer to the people they serve and, for that reason,
are likely to be far more accessible, sensitive, and responsive to their clients
than will be a massive federal computer located in Baltimore.

Mr. Chairman, the Council is pleased to note that all of the major welfare
Reform bills before the Congress would, at the very least, expand coverage,
provide a national minimum benefit level, expand the Earned Income Tax
Credit. seek to provide jobs for welfare recipients, and address the issue of
fiscal relief. At this time. however, the Program for Better Jobs and Income-
particularly as it was amended by Mr. Corman's special Subcommittee-comes
closest to addressing the Council's concerns as expressed in these eight prin-
ciples. Again, we urge that such a bill be enacted in this session of Congress.

,The Council is extremely concerned, however, that enactment of such a bill
may be unnecessarily delayed-not because it lacks concensus for broad reforms
-- bat because the initial costs of conversion are high and policymakers face
unrLvoidable fiscal limitations. As a result, Mr. Chairman, we urge that this
Subcommittee seriously consider legislation that will implement gradually--
that is. phase-in over a period of years-all of the far-reaching provisions we
have identified. Using expanded coverage as one example, the legislation could
extend coverage to all families with unemployed parents in 1980, add childless
couples by 1982, and single adults by 1985. Other provisions, such as raising
the national minimum benefit level to the poverty line, are also conducive to
this "phased-in" approach.
. The Council subscribes to this "phased-in" approach because it permits the
Congress to act now on these long-awaited, sorely-needed reforms; spreads
the cost of conversion over a number of years-thereby reducing the fiscal
impact in any one year; and provides sufficient lead time for implementing
new and expanded provisions.
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Mr. Chairman, we wish to commend you and the Subcommittee for sched-
uling these hearings and for your continued efforts to develop responsive and
workable welfare reform legislation. We realize that developing such legislation
poses great difficulties, but we are confident that it can and must be done.
Toward that end, we stand ready to assist you in any way that we can.

At this time, Mr. Chairman, I ask that Mr. Bauer and Dr. Dempsey be per-
mitted to make their statements. Thereafter, we will all be happy to respond
to any questions you may have.

TECHNICAL PAPER

(H.R. 9030)

[To accompany testimony of the National Council of State Public Welfare
Administrators before the Subcommittee on Welfare Reform, United States
House of Representatives, November 1, 1977.]

This paper provides detailed analysis of and proposed solutions for the many
issues raised by H.R. 9030. It is intended to address problems the National
Council of State Public Welfare Administrators (NCSPWA) has found in that
proposed legislation. At the outset, It should be stated that the paper is not
intended as a negative commentary on the bill. The bill's provision for universal
coverage, minimum Federal benefits, consolidation of programs, and work op-
portunities are extremely important and positive steps toward reform of the
welfare system. These principles are consistent with the Council's long-standing
position on welfare reform.

This paper was developed as a result of the Council's Intensive work over
the past few months on the subject of welfare reform. The Council actively
monitored and contributed to the development of the welfare reform bill of the
Carter Administration. Early last summer, the Council presented rather de-
tailed suggestions to the Administration in reaction to its tentative proposal
(see attachment).

Since the introduciton of H.R. 9030 in September, 1977, the Council has
sponsored several meetings of state officials from across the country to analyze
the impact of that bill. This paper summarizes the major concerns and sug-
gestions of the state officials who participated in that process.

COORDINATION WITH MEDICAID

Problem
The welfare proposal, in effect, highlights the need for national health In-

surance and falls to adequately address the problem of coordination with
Medicaid. The present proposal is for Medicaid to remain just as it ts now,
which would require a separate eligibility determination for every client based
on categorical eligibility requirements In the pre-reform programs. States
would have to maintain virtually all of their present administrative struc-
tures In order to determine who would have been eligible for the pre-reform
AFDC and SSI programs by using those outdated and complicated policies and
procedures for AFDC and SSI to determine eligibility for MA, while the new
cash assistance policies and procedures are used to determine eligibility for
the new cash assistance program. This would be a terribly complicated eligibil-
ity process and is unacceptable. The issue of Medicaid must be addressed as
part of welfare reform.

Increased participation In the income maintenance program probably will
result in Increased demand for equity by providing Medicaid services for
others (besides those who meet AFDC and SSI requirements) who are in
similar circumstances. There is potential for an explosive growth In the cost
of MA due to an increased rate of participation and expanded coverage In the
cash assistance program.

Another aspect which needs to be examined and clarified Is the impact of
the Jobs program on MA eligibility. Will minimum wage jobs raise people to
an income level in some states where they no longer can receive MA? If io,
could there be a situation where some families are better off in cash terms,
but would be losing medical services which could more than offset the gain
in cash? The potential loss of MA could continue to be a major work disincen-
tive for those required to work and those who are not required to work but
would like to work.
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Solution and justification
1. States should have discretion as to who is eligible for Medicaid among-

the recipients of cash assistance, and the Federat-government shoul(l hold states
harmless for any additional Medicaid costs that might be imposed by Judicial
or Federal regulatory action or statutes.

If the development and implementation of national health insurance pro-
gresses and is timed to absolutely coordinate with welfare reform, there would
be no need for so much concern with Medicaid now. However, reality is that
such well laid plans seldom proceed on schedule. The health care for the.
nation's poor cannot be left to such an unsure future. Now is the time to write
into the law a means to cover these health needs under the existing Medicaid
program in a manner that can he administered consistently with the new
welfare program without completely breaking the states financially. The added
growth of the Medicaid program, with accelerated Federal expenditures, should
he sufficient to maintain the pressure for action on national health insurance.
which may or may not be timed to perfectly coincide with welfare reform.

COORDINATION WITH SOCIAL SERVICES
Problem

The issue of coordination of social services with welfare reform is not suf-
ficiently addressed in the welfare proposal. but it must be. The current cash
assistance programs and Title XX social services are interrelated in a way
similar to the cash assistance and Medicaid interrelationships, What happens.
in one program affects the other, with impacts on recipients and administra-
tion and costs.

A national policy on social services began to emerge several years ago with.
passage of Title XX of the Social Security Act. The emphasis In that policy
is on meeting national goals through services to a wide range of individuals-
and families. It maintains an emphasis on meeting the services needs of the
poor who are recipients of AFDC. SSI, and Medicaid by requiring that at
least 50 percent of the Federal funds be used for that purpose.

Welfare reform will add individuals and families who will be new recipients.
of cash assistance.
Solutions and justifications

1. The anticipated cost of meeting the Increased demands should be estimated,
with a resultant increase In the Title XX ceiling.

Additional funding for social services will be needed to satisfy the increased
demands for services to new welfare recipients as well as the increased de-
mands due to the expanded jobs program. Some adjustment should also be-
made for the anticipated loss of WIN services money.

OVERALL ADMINISTRATION
Problem

The proposal will remove from the states the right to administer the new
cash assistance program. It reserves to the Federal government the right to.
determine final eligibility and issue checks. The states have an option to.
choose to perform the "intake" functions only (client contact functions).

The proposal would require the Federal government to create a large ad-
ministrative structure to handle the new program. States already have ad-
ministrative structures to administer most of the programs being consolidated
into the new program (AFDC. Food Stamps, and GA) and will have to continue
such structures to administer residual financial programs for temporary and"
emergency needs, Medicaid, and social services. The structures already in place.
include not only staffs and offices in all or' almost all counties in the country
(with many offices in large cities), but also include a wide range and volume.
of computers, check writing equipment, and other sophisticated hardware and-
procedures developed over many years of county, state, and Federal efforts-
and funding.

The states also have many years of experience in administering these pro.
grains which could provide invaluable assistance in planning and tmplementing.
any new program. It is our belief that state mechanisms are more sensitive
and responsive to human needs and should be utilized.
solution

1. The preferred mebtod of administration, as a national aim, should be full
State administration under Federal laws and regulations developed with 4
formal mechanism for state input.
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2. The bill should require states to accept one of three options--full ad-
ministration, partial administration, or no administration of the new program.
The state may then delegate the accepted administration to the local level, at
state option.

J ustification
There are many compelling reasons for state administration. The primary

one is maximum responsiveness to human needs.
The current state structures are accessable and responsive to the people

where they live. With a Federally issued check, It might require a minimum
of one to two weeks to initially issue it, replace it, or correct it when it is
wrong. Some state systems are able to do this in one day, and others are ap-
proaching this standard.

States should have operational responsibility for Intake, eligibility deter-
mination, check writing and accountability, including any emergency assist.
ance program. The Federal government should establish policy in conjunction
with a formal mechanism for state input and should also perform certain
computerized oversight functions.

In view of the state structures already operating, and require to keep op-
erating, it is duplicative and wasteful to set up a new or greatly expanded
Federal structure to administer the new program.

There is no way that a Federal structure, as demonstrated by the Social
Security Administration, can be developed and maintained to respond to
special and emergent financial needs and social services needs. It will be
necessary for the states to maintain administrative structures indefinitely to
meet these needs, regardless of what decisions are made later regarding
Medicaid and national health insurance.

The states will, for an indefinite period, invest money for administration
and benefits into the new program. This investment will maintain state interest
in program integrity and accountability. The states also have a self-interest
in the existence of a humane welfare system which is sensitive and responsive
to the needs of its citizens and voters.

Many states will not be willing to opt for partial administration, as pro.
posed in the bill, since it gives the state only minimum responsibility for a
visible, intake function. This would place them in a vulnerable position to
take the brunt of criticism for any program failures. All the complaints,
political flack, and frustrations could be blamed on the states which, in fact,
would have no responsibility or authority to correct anything. Who would be
willing to be the front man for the Federal government if it reserves all the
responsibility and authority to itself? The minor incentive in the bill related
to administrative cost is not sufficient to buy such volunteers! Consider also
that the cost allocation policies and formulas for sorting out such administra.
tive costs will be fully determined by the Federal government, and may or
may not cover the fair share of actual costs in a system where the state is
administering a range of programs in addition to the new program.

However, on an interim basis, some states might not be able to fully ad
minister the new program due to lack of computer capability or other me-
chanical problems. In such situations, the state might have to temporarily opt
for partial or no administration. The Federal government could help to im-
prove the computer capability by such assistance as provided in H.R. 7200 for
Increased Federal participation in the cost of state computerizing.

The new, elaborate computer network proposed to be established at the na.
tonal level related to Federal administration heightens questions of privacy,
as well as excessive and duplicative administrative costs.

EMERGENCY NEEDS PROGRAM
Problem

V The Emergency Needs program is proposed to meet the living expenses of
needy families and individuals not met under the new cash assistance program.
A state plan for meeting such needs must be approved by DHEW, and then the
Federal government will pay the total expenditures for the first year up to a
Federally set ceiling which is a portion of the total $600 million authorization.
The first year's portion Is based on the state's pre-program effort. In each suc-
cessive year, the allocation attributable to current effort drops and the allocation
is increasingly based on the states relative population, until the fifth year when
population Is the only determinant for the state portion.

32-925--78- 16
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The new Emergency Needs program Is much needed as a backup to the new
welfare program and it is to be adoministered by the states, similar to the cur-
rent Emergency Assistance program.

The allocation formula and ceiling have been arbitrarily set, in the absence of
data regarding projected needs and with inadequate supporting rationale. The
formula will disadvantage states, after the first year, which have developed and
supported Emergency Assistance programs to adequately meet the needs of the
population. The State of Michigan, for example, will suffer a loss of $14 million
over a five-year period due to a transition from a formula based on current
effort to one based on population.

If the state chooses to continue meeting emergency needs at the level they
were met in the preceding years, with its own money in spite of the diminishing
Federal funds due to the allocation by population or the overall ceiling, the
proposal does not permit the extra state funds for such purposes to be included
in the "hold harmless" provisions. Thus, the state could be truly left alone to
meet these expenses which may be greatly increased due to the new welfare
program.

The effects of various features of the reform proposal lead us to the belief
that the $600 million provided by the Federal government to states for EN will
not be enough money unless other changes are made. We are concerned about
people who may be in a hardship situation, with no source for help. We are also
concerned about both the fiscal and programmatic implications of this situation.
If the $600 million is insufficient, the additional state money used to meet unmet
needs will erode fiscal relief for the states. If much more money is needed to
cover emergency needs, the size of the program becomes an issue. If states and
localities will have to engage in the disbursement of a billion or more dollars to
meet emergency needs, it indicates something wrong with the basic program. It
would become a duplicative system of "interim assistance" which should really
be largely included in the basic cash assistance program.

The needs we identify in the current proposal to be met from EN funds are
(1) the temporary living expenses of eligible families and individuals while they
are waiting for benefits from the new welfare program, (2) living expenses of
families and individuals not eligible for the regular welfare program due to the
retrospective accounting and the six-month accountable period, (3) living ex-
penses for expected-to-work families during the eight-week job search period
(could be 10 weeks or more due to time needed for administrative procedures)
during which they must live on an inadequate lower tier benefit, (4) true emer-
gency and special needs for families and individuals due to such circumstances
as evictions, burnouts, thefts, loss of checks, necessary moves for employment,
other unusual family circumstances, and (5) natural disasters which affect a
whole community or area. There is some provision for the President to permit
extra funds to be used to repay states for meeting natural disaster expenses.
However, the relationship of EN to other existing programs to care for persons
in disaster areas is not clear.

The new EN program is added to the Social Security Act as a part of Title
XX, the social services title, and is burdened with a complicated annual plan-
ning process as is currently used in Title XX for social services. The location in
the Act and the annual planning process are both inappropriate for the Emer- - -

gency Needs program which is a cash assistance program for living expenses.
A particular restriction in the proposed EN program is also a problem. It

limits help to individuals and families whose gross income does not exceed twice
the amount of the MPA in the state. Due to the length of the proposed account-
able period, this could exclude many individuals currently in need.

Solutions and Justfitcatione
In order for states and localities to be able to accept the $600 million ceiling

on the EN program, the following changes should be made In the proposal:
1. Any assistance 1)aid by states to individuals who are eligible for Title XXI

but who are waiting payment (for whatever reason-lags in check delivery,
replacement of lost checks, etc.), should be reimbursed 100 percent by the Feder-
al government to the states.

There are many situations (illustrated very well by the 881 experience)
where eligible persons may have to go to state offices for immediate help. Since
they are eligible for Federal benefits but are not receiving them, the state should
not have to bear the cost of meeting their immediate needs.
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2. The Emergency Needs costs created by retrospective accounting and a six-
month accountable period cannot be met by the $600 million. If these features
are maintained, the $600 million must be expanded. We suggest that initial eli.
gibility for assistance be based upon current need and that the six-month
accountable period and retrospective accounting not be used at application.

The savings achieved by applying the long accounting period and retrospective
accounting at the time of initial application are not real savings. When the
states try to meet the human needs not met by the new program due to these
administrative provisions, state costs will escalate.

3. Federally declared natural disasters should be covered by a separate Feder-
al aid program and costs should be reimbursed 100 percent to the states.

4. Those costs legitimately under the $600 million EN program should be
defined only as (1) living expenses for expected-to-work families during the
eight-week job search program, (2) true emergency and special needs for fami-
lies and individuals, and (3) natural disasters which are not Federally declared
natural disasters.

5. Make the EN program a part of Title XXI or a separate title, rather than
part of Title XX, and eliminate the requirement for an annual planning process.

Justification includes the fact that injecting the EN cash assistance program
into Title XX may distract attention and resources from the social services pro-
grams. It also would result in the use of a complicated annual social services
planning process in a way that makes no sense for a cash program meant pri-
marily to meet unforeseen and unplannable emergencies. Such an administrative
process would use money for administration which could be used to directly
meet people's needs. There is also the potential that the two parts of Title XX
would be mingled at some time in the future under one ceiling, with the resulting
confusion of goals and the competition between using money for living expenses
or social services.

6. The proposal should be revised to refer clearly to current gross income in
determining eligibility for emergency assistance.

Justification is that those individuals and families who had income several
months ago cannot live on it now if it no longer exists. Therefore, there must be
a provision for their real emergency needs to be met, regardless of the level of
income they previously had.

7. The EN program should be reviewed at the end of the first year to assure
necessary changes for proper use and adequate funding.

The justification is primarily due to the enormous number of unknowns. There
must be a provision from the outset to assure adequate ongoing funding of this
new program. The programs being replaced currently provide open-ended Federal
matching funds. The new EN program must meet needs currently being met by
other programs, but also must cover new needs and fallouts from the new major
cash assistance program. There is no known rationale or Justification for the
$600 million limit. If Federal backup falls in this area of needs, the fiscal relief
for all states promised in the overall welfare reform proposal will not be
realized.

STATE SUPPLEMENTATION

Problems
The proposal permits optional state supplementation, which Is good, but also

causes several concerns. There is concern over the proposal's rules on state
supplementation. Several rules would appear to unnecessarily "hamstring"
states in their payment of adequate benefits. The overall proposal appears to be
designed to discourage high supplementation. This would affect client's well-
being and the fiscal situations in the states, due to the possibility of sanctions
and withdrawal of Federal participation if the supplements do not follow the
rules exactly. (Ree discussion of 52 percent benefit reduction requirement in
section on ber.efit reduction rates.)

A major problem with the issue of state supplementation is the complexity and
lack of clarity in some of the rules. Essentially, the Federal government will pay
90 percent of a basic benefit determined by the Federal maximum payable
amount (MPA) and the Federal benefit reduction rate and, for families, 75 per-
cent of a portion of a supplemental benefit equal to 12.32 percent of the basic
benefit. This means that the portion of the supplemental grant reimbursable at
75 percent shrinks as income eats into the basic benefit, but the states neverthe-
less do quite well in the case of earned income. The reason is that the basic
benefit, eilculated at a 50 percent benefit reduction rate for earned income,
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shrinks much less rapidly than the total benefit, calculated at up to a 70 percent
benefit reduction rate for earned income.

However. state should be aware that for cases with a substantial amount of
unearned Income (such as unemployment compensation), the state share may be
well over half of the total benefit.

In addition, the Federal government will pay 25 percent of the supplemental
benefit above the 75 percent share and up to several variously defined caps.

The Federal government appears willing to administer supplements which
break certain Federal guidelines (break even point) but not others (benefit
reduction rate, filing unit, accountable period). Any non-matching supplements
would be fully a state responsibility for administration and financing.

In this complex situation related to state supplementation and Federal cost
sharing, It is not clear that the options which the state does have will continue
indefinitely if the experience in Supplemental Security Income should be
repeated.

The proposal may result in grandfathering persons, for at least three years,
who are eligible under previous programs. This is a troublesome possibility.
Grandfathering has been a mess in 551 and in the various special classes of
eligibles under the Medicaid program. The proposal also appears to require, in
relation to Medicaid, the grandfatherng not only of families that received bene-
fits under old laws but of families that could have received such benefits, which
further confuses the administration of the program.

An important problem, in the September 12 version of the proposal, is that the
"hold harmless" provision for the states does not count state supplementation of
expenditures for benefit levels above the previous AFDC and SSI benefit levels
to the extent needed to compensate for the elimination of Food Stamps. If a
state chooses a not-expected-to-work benefit level equivalent to the AFDC cash
plus Food Stamp benefit level, that state will not be guaranteed the full 10 per-
cent fiscal relief. (We have been advised that the failure to Include Food Stamp
benefits was a drafting error.) In addition, no incentive is offered to states to
increase benefits in absolute terms to compe -sate for historical underpayment.

Note.-Also see problem discussed In Job Components part of this paper re-
garding state supplementation of the PSE Jobs (concern No. 5).

Solutions and justifloation8
1. There needs to be greater clarification of and protection for the state and

Federal roles in supplementation after implementation of the program. Supple-
mentation should be viewed as a temporary provision until the Federal payments
can be at an adequate level.

In SSI, supplementation started out to be optional with the states but has
deteriorated to be mandated by Federal "pass through" requirements. It should
be understood that future changes at the Federal level would only be to Increase
the Federal payment and not to require an increase in the total payment which
includes a state supplement.

2. As an alternative to "grandfathering," and to protect pre-reform recipients
as to benefit levels rather than payment amounts, the following Is suggested:
Upon passage of welfare reform, appropriate sections of Title IV-A and Title
XVI be amended to incorporate the same benefit reduction rates and child care
deductions.

The alternate method for determining the state maintenance effort
[216(b) (1) (C)] seems to require a state to maintain the pre-reform income
levels for AFDC and SSI recipients. Of necessity the state would have to main-
tain an administrative structure for determining grandfathered supplements
based upon AFDC (and SS1) income disregard ($30+1/3), open ended work
expenses and day care costs.

This requirement works against simplification of administration and increases
state costs. Such costs are not now included in hold harmless expenditure calcu-
lations [2127(C)].

The proposed solution would assure a smooth transition to the post-reform
program. Also, there is ample evidence that present high benefit states will sup-
plement at appropriate levels, without being forced to do so by Federal
legislation.

The states acknowledge a general responsibility to insure that recipients do
not suffer a loss in benefits with the implementation of the new program. States
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should lie given flexibility to determine the method by which recipients are
held even, without necessarily getting involved In case-by-case grandfathering.

3. There should be Federal participation of 75 percent in the mandatory wage
supplementation.

States should not have to bear the full financial burden of wage supplementa-
tion for PSE jobs.

4. Hold states "harmless" for expenditures based on previous benefit levels,
Including Food Stamps.

BENEFIT REDUCTION RATE

Problem
The maximum benefit reduction rate for state supplemented lower tier cases

is 52 percent. This could create problems for both lower tier clients and the
state.

In order to retain a break even point of $9072 (the same as an upper tier
family of four), the maximum payable amount (MPA) for a lower tier family
of four not placed in a PSE job would be $4717. This compares to an MPA of
$6350 for a comparable upper tier family, due to the difference in benefit reduc-
tion rates. The maximum benefit reduction rate is 70 percent for the upper tier
as opposed to 52 percent for the lower tier. In essence, benefits would be reduced
by $1600 to families who are not placed into "guaranteed" PSE jobs.

Only two alternatives are available to the state under the proposed bill. First,
supplementation for lower tier families to $6350 would be allowed if the 52
percent beneft reduction rate is retained. However, this would raise the break
even point to over $12,000, a level that would be costly and probably not politi-
cally feasible Secondly, a state could supplement to $6350 and impose a benefit
reduction rate in excess of 52 percent. However, this supplement would be con-
sidered non-congruent and consequently would not be administered by DHEW.
Further, the state would be subject to a sanction of unspecified severity.

Similar problems exist with regard to singles and childless couples, Several
states will be unable to supplement to current General Assistance plus Food
Stamp levels without creating high break even points and incurring great addi-
tional costs. Supplementing such persons to present SSI levels, as 'Michigan
intends to do in the near future, would mean an MPA of $2500 for singles and
$3750 for childless couples. To supplement to these levels with a benefit reduc-
tion rate of 52 percent would increase the eligible population to incomes of
$4808 for singles and $7212 for childless couples. This would constitute a major
increase in the scope of this program.

No needy single individuals or childless couples are included in the jobs pro-
gram. Such persons will be paid at a level clearly below subsistence without
providing them a reasonable chance to get jobs. Those who are temporarily in-
capacitated may not, in fact, be currently expected to work, yet they are barred
from the higher level benefits which are reserved for aged, blind, disabled, and
other persons not expected to work. The incapacity may be such as a broken
leg, or sustance abuse without severe disability which would not qualify a per-
son as disabled under Title II of the Social Security Act.

Solutions
1. Benefit reduction rate for singles and couples. Allow a benefit reduction rate

of up to 70 percent for singles and couples. This would result in a break even
point of $3570 and $5360 respectively, assuming benefits of $2500 for singles and
$3750 for couples.

2. Benefit reductior rate for lower tier families. Define all lower tier families
who receive neither private sector nor PSE jobs to be upper tier families follow-
ing the eight-week Jo search. As such, they will qualify for the higher benefit
level (up to $6350) f.r upper tier families. However, once they became employed
they would revert to a 52 percent benefit reduction rate, with the 52 percent
computed against the lower tier benefit.

3. Individuals over age 25 and childless couples should be included in the Jobs
program. Those perso'as who are temporarily incapacitated should be treated as
aged, blind, and disabled (ABD) persons and placed in the upper tier. The tem-
porarily Incapacitated should be moved back into the lower tier when the in-
capacity is removed.

An alternative for such handling of temporary incapacity would be to liberalize
the disability definition so that persons unemployable due to temporary inca-
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pacity who are not now included under the disability definition of Titles II and
XVI would be included in the cash assistance program as disabled persons. How-
ever, this may have the disadvantage of labeling as disabled persons who are
only temporarily incapacitated and this may be harmful in the long run to per-
sons such as the mentally Ill who may not recover from such a label even though
they might recover from their illness.

4. The reqired agreements for states which supplement should be separate
agreements for c',eh category of households (ETW families; non-ETW families;
singles and childless couples; the aged, blind, and disabled). A state should be
free not to sign such agreements for all categories, but it would suffer Federal
sanctions only in those categories left out.

FISCAL RELIEF
Problems

There is a concern that fiscal relief for states may not be as high as pre-
liminary DHEW estimates Indicate. The likelihood of state supplementation of
GA participants beyond DHEW expectations, as well as the cost of the Emer-
gency Needs outstripping the block grants to the states, will eat away at the
fiscal relief Initially projected for states.

Fiscal relief at the price of frozen benefits, in the face of rising costs, could
mean great hardships to clients, particularly in states with a history of
underpayments.

The proposal does not adjust benefits for cost of living increases after the
program is put into effect. States may face additional pressures to supplement
if the Federal government does not increase benefits at least to cover cost of
living changes.
Solutions

1. Assure adequate Federal funding of the Emergency Needs program, and
provide that all EN benefits be part of the "hold harmless." (See other section
of this paper on EN program.)

2. Permit state supplementation to remedy historical underpayment to be
Included in the "hold harmless" for the state. States paying less than $4200 when
the law is passed, which wish to raise benefits to more than $4200, should be
able to do so and supplement without being penalized. The base year for MPA
for states paying less than $4200 should be the year after the law is passed,
while for other states it will be the same year the law is passed.

3. Provide for a Federal cost of living escalator in the basic benefit amount.
4. States should have discretion as to who is eligible for Medicaid among the

recipients of cash assistance, and the Federal government should hold states
harmless for any additional MA costs that might be imposed by judicial or
Federal regulatory action or statutes.

FILING UNIT
Problem

The filing unit in the proposal is largely acceptable and will have a positive
Impact on people and program administration. It has been improved from
earlier drafts in response to specific problems identified by state administrators.
However, some problems remain related to large families, and children in
foster care.

Another area needs clarification, i.e., that the income of stepparents is to be
available to stepchildren.

Solutions and justifications
1. The flat benefit level limit should be removed, and an Increment should

be added for each filing unit member regardless of the unit's size.
The flat benefit level limit for families of seven or more in the new program

seems both capricious and harsh. There is always an increased cost of feeding
and clothing an additional person, although increments for additional persons
should clearly decrease to reflect economies of scale. The current AFDC pro-
gram has no flat upper limit on lbnefits based on family size. Currently, almost
10 percent of the AFDC case load in Michigan consists of families with more
than seven eligible members. All of these cases would be hurt under the pro-
posed limitation and it is not clear how the state could supplement these
families. On the surface, it would appear that any supplementation would have
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to be through a state administered, non-congruent payment or through the
Emergency Needs program.

2. Care of children in foster care homes and institutions, as currently cov-
ered by Section 408 of the Social Security Act (AFDC-Foster Care) is not
covered in the reform proposal. Funding for these vital needs must be con-
sidered and resolved.

3. Stepparent income and assets should be considered available to meet
needs of stepchildren. This can be read into the bill language, but it Is a change
in current practice and should be stated forthrightly.

ACCOUNTABLE PERIOD
Problem

The six-month accountable period is an integral part of the reform proposal.
However, it is such a radical departure from current practice that no data
exists on which to base an estimate of its potential impact. Even the micro-
simulation models which have been used by DHEW and the Department of
Labor to estimate program costs have not been able to simulate the impact of
this policy.

There is a general fear that the long accountable period and retrospective
accounting period are going to result in huge costs under the EN program to
assure that persons in need are not harmed by the new welfare program.

For administrative purposes, the filing unit will be presumed to have had the
same composition during the six-month accountable period that It has on the
application date. While this type of arbitrary definition is essential for pro-
gram administration-to handle situations involving births, deaths, separations,
divorces, marriages, etc.-it must also be recognized that this procedure builds
a certain degree of Inequity into the system.

The six-month accountable period combined with the mix of eligibility ques-
tions and mechanical problems in the retrospective accounting feature could
result in need to verify income factors over a period of time from six to
eight months prior to application, and determination of eligibility and amount
of benefits based on such information. The potential for harm to individuals,
added state cost, errors, audit exceptions, and poor quality control are evident
if this is not done.
Solutions and Ju8tiflcation8

1. As a basic principle, eligibility and the amount of the grant, should be
determined as close to a change In client circumstances as possible. Unless
DHEW can prove that the long accountable period will not cost the states more
and will not cause undue harm to people, we cannot accept it.

2. If the decision remains to use the six-month framework, there must be
assurance of adequate Federal funding of the Emergency Needs program to
avoid hardship on recipients and a dumping of expenses onto the states.

3. See solution #2 under Emergency Needs Program. The suggestion there
is that initial eligibility for assistance be based upon current need and that the
six-month accountable period and retrospective accounting not be used at
application.

,If a family Is ineligible for a period of weeks or months due to the ac-
countable period, but currently is in need and without income or resources,
some assistance must be provided. The state is the unit of government that
will be required to provide such assistance. It is, In part, to cover these needs
that DHEW has proposed a $600 million Emergency Needs Program. Yet,
without data It Is impossible to determine If this amount will be sufficient to
cover current emergencies as well as temporary and emergent needs of those
who will be ineligible for cash assistance due to such features as the account-
able period.

Although the fiscal ramifications of the accountable period and retrospective
accounting are unclear, the administrative difficulties are readily apparent.
Verification of income and child care expenses, and other deductions over the
past six to eight months, could be a major burden for applicants and Intake
workers alike. How much documentation will applicants be required to pro-
duce? What type of documentation? What additional problems will arise due
to the increased complexity of the monthly recalculations of the recipient's
benefit checks, particularly during the first few months of assistance? If this
is done by computer, the recalculation Itself should not be difficult, but It may
well generate a lot of confusion among recipients and a lot of calls to case
workers.
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If the state elects to administer the intake process, what are the implica-
tins of errors it this verification process?

If a portion of assets must be Imputed as Income, will resources also have
to lie verified over the past six months? Such imputation further complicates
the situation and is unnecessary if the asset ceiling is lowered and Imputation
removed as recommended elsewhere in this paper.

ASSETS TEST
Pri bcn

The proposal is for an asset ceiling of $5000 plus imputation of income from
non-lusiness assets in the $500 to $5000 range.

The assets level of $5000 is too high. The new provision to impute -income
based on the level of assets held in complicated and burdensome. It will involve
administrators in the subjective and time-consuming process of placing a value
on all non-excludable assets worth over $500.

For the average family. Income would be imputed from non-business assets
to the extent their total value exceeds $500 up to the $5000 cutoff. The Income
imputed would be 1.25 percent a month. The rationale for this proposal is to
avoid the situation where the assets test is an all or nothing proposition. Under
current programs, it is theoretically possible for assistance to be cut off com-
pletely if the value of one's assets Increases by one dollar. With imputation,
eligibility is retained, but with a lower grant.

All of tlls adds up to extra administrative burdens and unnecessary pro-
gram costs.
Solution and justifications

1. The limits in liquid assets should be calculated as follows:
$1,000 for the first adult;
$750 for the second adult;
$250 for each child; and
$500 in addition to any payment unit Including an elderly member.

There should be no imputation of income from non-business or business
assets.

We should not pauperize applicants as a condition of eligibility; neither
should we provide public assistance to those who are not really In need of it.

The programs replaced by the new program have asset levels ranging from
only a few dollars in General Assistance to $2250 in SSI. They have no tm.---
putation of income from non-business assets. There Is no need for a $5000
ceiling in the new program.

For reasons of both equity and administrative convenience, the asset ceiling
should be lower and there should be no imputation of income from assets as
proposed in the hill. It is reasonable to ask applicants who have several thou-
sands of dollars in assets to spend some of it before receiving assistance. Excess
liquid assets do not result In the troublesome notch problem that excess ongoing
income does. Any amount of liquid assets above an asset ceiling is available
and can le spent by the applicant prior to receiving assistance.

An asset ceiling similar to current ceilitigs is more Justifiable. This should
include manageable and objective variations for family composition and size,
and recognition of the extra asset needs of the elderly.

WORK REQUIREMENTS AND JOBS COMPONENT
Problem

There is an attempt to build strong work requirements and incentives into
the proposal. That effort is urgently needed and Is applauded. Employable
participants should be required to accept a bonafide offer of employment or
training. We stress the importance of work, and support the provision of work
opportunities for all people able to work.

Yet, in the haste for change, we do not want to replace one ailing system
with another that, by its internal contradictions, would be doomed to failure.

General concerns, for which there may be no early or easy solutions are:
Will there he sufficient jobs found or created in the public and private sectors

to meet the demand for jobs for those persons expected to work? The number
created depends In large part on the amount appropriated rather than on
legislation itself. -

Will the government subsidized jobs contribute to the skills and training of
the individuals so they will be of some use in providing the labor force with
skills necessary to compete for regular jobs In today's labor market?
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Will the respective roles of the local, state, and Federal governments in the
employment program planning and implementation process be clarified to
dispel the current confusions in these areas? The legislation requires increased
involvement of the Governor and the State Manpower Services Council In re-
viewing prime sponsor plans. Unfortunately, the bill does not specify what
authority the Governor and Council will have in rectifying problems that may
arise at the local levef. Does all this mean that the Governor or the Council
are being given responsibility for Identifying poor program performance, but
no authority to correct deficiencies? It would appear that it does.

The provisions for job search require a close working relationship between
the employment service and prime sponsors of government subsidized Jobs.
These relationships and agreements on division of responsibility and authority
have often been hazy at best. What mechanisms and incentives are proposed
to improve them? Coordination of job search with the cash assistance program
is also critical.

There is considerable concern about the capacity of the Department of Labor
to administer a jobs program which involves cash assistance recipients in
large part. Coordination of the cash and jobs components is a central and very
necessary function. The two parts must work smoothly together to ease the
transition between welfare and work for each individual.

States need to be given the option through their Governors to place job pro-
gram responsibility within the state in the agency and overall structure which
is seen as most effective in that particular state.

Economic development needs are not well addressed in H.R. 9030. The suc-
cesss of moving persons into private employment depends upon favorable eco-
nomic and business conditions which require special efforts to achieve, especially
in urban areas.

Training and educational efforts are not stressed as needed in H.R. 9030.
Wage inconsistencies between programs proposed under H.R. 9030 and such

programs as CETA and the recently created Youth Employment Program are
problematic. It is quite conceivable to have a situation in which the head of
the household is being paid minimum wages as specified under the welfare
reform proposal while the son or daughter of the same household is receiving
prevailing wages through the Youth Employment Program. From a psycho.
logical point of view at least, this is not a promising situation.

The relationship of the jobs component in this proposal to broader Jobs
bills, such as the Wagner-Peyser bill, needs to be further analyzed.

Other, more specific concerns are:
No needy single individuals or childless couples are included in the Jobs

program. Such persons will be paid at a level clearly below subsistence without
providing them a reasonabe chance to get jobs. Those who are temporarily
incapacitated may not, in fact, be currently expected to work, yet they are
barred from the higher level benefits which are reserved for aged, blind, dis-
abled, and other persons not expecte-ld to work. The incapacity may be such
as a broken leg, or substance abuse without severe disability, which would
not qualify a person as disabled under Title II of the Social Security Act.

There is no priority or preference system for PSE Jobs. In spite of the fact
that single individuals and childless couples who receive cash assistance are
not offered such jobs in the proposal, they would be available to other unem-
ployed primary wage earners on a "first come" basis, with no means test.

It is not clear in the proposal that "expected-to-work" families move down
to the lower tier only when they refuse a bonafide job offer.

Families expected to work, but for whom there is no job available, are cur-
rently in the lower tier even though no job is available through no fault of
their own.

Due to the method of computing the federal match, lower tier families which
are placed in PSE jobs may cost the state more than unemployed lower tier
families that "flip up" to the bi;her tier. This is due to the requirement that
states supplementing the cash assistance program must also supplement the
PSE jobs by up to 10 percent of the minimum wage. However, no Federal
participation is available for the wage supplementation. Thus, the states' share
of the supplemented MPA ($4717) for a lower tier family of four with no PSE
job would be $549. If a PSE job is found, the state share of cash assistance (of
$1559) would drop to $342, but the wage supplementation of 10 percent of the
minimum wage would cost an additional $562. In other words, the total state
expenditures increase from $549 per case to $904 per case If the family finds
a PSE job.
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Recipients In states which supplement the wages for PSE jobs are allowed
to refuse private sector jobs that pay less than the supplemented PSE wages.
Solutions and ju8tificalions

1. The Governor of each state should be given the option to place the job
coml)onent within the state and arrange the interface between jobs and cash
assistance in a way which makes most sense for adequate operation of the jobs
program and coordination between the cash and jobs programs.

2. Provision should be made for several different pilot projects after the bill
is passed to explore the use of public works, further subsidies to the private
sector, and cash grants used as wage supplementation at state discretion.

Among the pilot projects permitted, the states should be authorized to estab-
lish programs which would encourage the development of more private sector
jobs, and others which would convert authorized cash assistance into wages
which would be earned by recipients doing public service work.

3. An automatic trigger or other mechanism for establishing more Jobs In
the case of an unemployment rate above the 5.4 percent projected for 1981 is
one provision which might help to insure the availability of an adequate num-
ber of jobs.

4. Individuals over age 25 and childless couples should be included in the
jobs program. Those persons who are temporarily incapacitated should be
treated as aged, blind, or disabled (ABD) persons and placed in the upper tier.
The temporarily incapacitated should be moved back into the lower tier when
the Incapacity is removed.

An alternative for such handling of temporary incapacity would be to liber-
alize the disability definition so that persons unemployable due to temporary
incapacity who are not now included under the disability definition of Titles
II and XVI would be Included In the cash assistance program is disabled per-
sons. However, this may have the disadvantage of labeling as disabled, persons
who are only temporarily incapacitated and this may be harmful in the long
run to persons such as the mentally ill who may not recover from such a label
even though they might recover from their Illness.

5. States should be allowed to establish priorities for categories of persons
in terms of PSE job placement.

6. It should be clarified that "expected-to-work" families move down to the
lower tier only when they refuse a bonafide job offer.

We are informed this was the intent of DHEW in developing the current pro-
posal.

7. All lower tier families who receive neither private sector nor PSE jobs
should be redefined as upper tier families. As such, they will qualify for the
higher benefit level (up to $6350) for upper tier families following the eight.
week job search. However, once they become employed they should revert to a
52 percent benefit reduction rate, with the 52 percent computed against the
lower tier benefit.

The family should not be forced to live on less than subsistence standards
when they have no job through no fault of their own.

8. There should be Federal participation of 75 percent in the mandatory
wage supplementation.

Federal sharing of the cost would weaken the disincentive for states to find
private Jobs or make PSE jobs available to lower tier families. States should
not have to bear this full financial burden when people go to work.

9. Principal earners in "expected to work" families should be required to
take private sector minimum wage jobs at least in cases where the new pack-
age of wages, cash benefit, and Earned Income Tax Credit would not represent
a loss compared to the previous package of PSE wages and cash benefit.

The intent of the reform proposal is to move people into private sector jobs
and that intent would be served by this solution.

STATE EMPLOYEES
Problem

The proposal "envisions a total Nation-wide staff of 100,000 to 120,000 State
and Federal employees to administer Cash Assistance" according to the DHEW
summary, compared with 143,000 state and Federal employees now said to be
involved in the administration of welfare programs. It is not clear if the hypo-
thetical reduced figures are for the total cash benefits, including the Emergency
Needs program or not, or if any consideration is given in these figures to the
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remaining state administrative functions related to other programs, such as
Medicaid and social services.

There would appear to be no rationale for predicting a reduction of total
staff dealing with these welfare programs; the proposal is for a program which
serves more people than currently served and permits, even encourages, the
creation and maintenance of dual administrative structures, which should mean
not only more total front line and technical staff, but more planners, super-
visors, computer operators, auditors, and offices.

What the "mix" of Federal and state employees will be depends largely on
the unresolved issue of administrative responsibility. If the solution regarding
administration is accepted as proposed in another part of this paper to give
states the options to fully or partially administer the new program or not to
administer it at all, then each state will need to make its decision and calculate
the effect on state employees.

The bill contains some provisions for Federal hiring of state employees on a
priority basis. It fails to address the conversion rights of state employees ade-
quately, however, and pension rights are not covered at all.

If the Federal opportunities are particularly attractive and numerous, this
could deplete state staff at a time when states will need to retain competent
staff to accomplish the transition and to administer the states' ongoing welfare
programs (at a minimum, Emergency Needs, Medicaid, social services, and
other special or temporary programs such as Housing Assistance, energy
projects, etc.).

The bill does not contain any provisions for Federal staff in Social Security
Administration offices who may be displaced if states opt to perform Intake
functions for the new program, which replaces the Federally administered 88I
program as well as several state administered programs. The final benefit com-
putation and check writing responsibility may not require as many staff as
the front-end intake (client contact) activities. In addition, if states are per-
mitted to opt for full administration of the program, there could be larger
numbers of Federal employees displaced.
Solutions

1. The law should be written to protect current employees so no one is
arbitrarily laid off and replaced by someone else. Any Jobs eliminated should
be handled through attrition.

2. In case of Federal administration, state employees must have the option
of going into the Federal structure if they are doing the kind of work taken
over by the Federal government, and the Federal government must pick up and
continue their pension rights. States should continue to bear the portion of
pension costs which they owe at the time of transfer.

3. A more careful study must be made of this issue about the future of Fed-
eral and state employees after decisions are made regarding the administration
options which will be In the final bill.

4. Prior to that, an analysis should be made and published by DHEW re.
garding the nature and volume of the actual functions anticipated to be per-
formed in the new welfare program, as a basis for a reliable prediction of the
number of total employees who may be needed to administer It.
Juslifica tion

Current employees should be protected, and they have valuable skills to
offer, in the new program. In the Federal takeover of SS1 there was a failure
to take over an adequate number of state staff to properly Implement 981.

The decisions regarding the administration alternatives are a prerequisite to
predicting the mix in number of Federal and state employees.

It is probably not the intent of Congress to create a large, duplicative Fed-
eral bureaucracy to administer the new program, so the final outcome on ad-
ministration needs to be considered before a more thorough plan is made for
what is to happen to currently employed persons in the state and Federal sys-
tems.

Additional data and more information about Federal assumptions upon which
to base predictions about the work to be done In the new program Is also
needed.

It may well be that states, if given the option, could fully administer this
expanded and reformed welfare program without any substantial Increases in
staff, In which case there might be some savings due to reduction In Federal
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Ftaff now engaged in the 981 program. This would depend upon maximum sim-
plification and clarification of the program clear through-from the initial legis-
lation, through the Federal regulations, through the state rule and policy man-
uals and forms, right down to the level of interaction between the front line
worker and the client. If there are duplicate Federal and state structures, sur-
plus staff in either system, added layers of administrators, then more unneces-
sary complexity and costs can be expected.

CHILD SUPPORT (IV-D)
Problem

The Child Support program under Title IV-D is not mentioned In the new
proposal. Hence. It Is not clear what is intended to happen to this program. If
it is to continue, what is its relationship to the new cash assistance program?
How will it be financed?
Solution and jualification

1. Preserve the Child Support program maintaining state administration and
the current level of Federal funding. The incentive payments for parent loca-
tion and support enforcement and collection getivities should be continued.
There also needs to be coordination of this program with the new cash as-
sistance program.

Federal funding should also continue to assist those who are not recipients
of cash assistance.

This program is successful in locating parents and obtaining support for
children and is dependent upon state and local relationships for its success.
There should be no slow up or change in its activities. It should continue to
serve all recipients of cash assistance, as well as others who are able to pay a
full or partial fee for the service.

EXCLUSIONS FROM UNEARNED INCOME
Problem

There is a 20 percent exclusion (disregard) In the bill for all unearned in-
come except for Federal means tested benefits. This would add an exclusion
which does not exist now in the AFDC or Food Stamp program, and would
apply to child support as well as social insurance sources such as Worker's
Compensation and Social Security.

The cost of this provision could be very high considering the volume of un-
earned income received by low Income families and individuals from these
sources. Should a portion of Income from all sources be excluded for all groups
of recipients as currently contained in the proposal, or should this apply only
to some sources or some recipients?
Solution

No solution is offered, but we request further consideration of this area of
concern.

INCOME TAX REIMBURSEMENT
Problem

Under the proposal, families who receive welfare benefits but have earned
income above the Federal income tax entry point are entitled to an additional
20 cents for every dollar they earn above that point to reimburse them for
income tax liability. Families not receiving welfare, bat with incomes only
slightly above the break even point, are also eligible for a smaller tax reim-
bursement to phase them into the tax system. The tax entry point is calculated
considering earned income only and assuming that households elect the standard
deduction.

However. this approximation does not necessarily bear much relation to a
family's actual tax liability. Tax liability includes unearned income, considers
Income earned over a full year, involves filing units that are not necessarily the
same as the BJI filing units, and so forth. The most obvious inequity Is that
persons with high day care costs could get reimbursement for taxes they need
not, In fact, pay. A family of four which excludes the maximum $300 per
month for day care from Its gross Income under the BJI program, could earn
up to about $12,000 a year and receive a grant plus a tax reimbuseviPnt pay-
ment of 20 percent of all earnings above $9100 (the standardized tax entry
point for a family of four). However, this tax entry point based on the
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standardized deduction might not, in fact, be the tax entry point for this fam-
ily, which might not pay any taxes at all since, by itemizing deductions, It
could deduct day care for tax purposes as well.
Solutions and Justifications

1. Taxes should be reimbursed through the IRS system, not the welfare
system.

The issue of using taxes to correct economic deficiencies belongs In tax re-
form, not welfare reform.

Elements of the tax reimbursement provisions are not consistent with the
cash assistance provisions and result in extremely complex administrative re-
quirements on the welfare system.

PREPARED STATEMENT OF JOHN T. DEMPSEY. Pi.D., DIRECTOR, MICHIGAN
DEPARTMENT OF SOCIAL SERVICES

Mr. Chairman, an. members of the Subcommittee, I am John Dempsey,
Director of the Michigan Department of Social Services. I emphasize that Mr.
Affieck and I speak today not for our individual states, but rather for the
National Council of State Public Welfare Administrators whose membership
includes all 50 states, the District of Columbia, and three other jurisdictions.
Because we are speaking for all administrators, we believe we are speaking in
the national interest, not in the interest of only two states. We strongly believe
that there is an urgent need for welfare reform, or for welfare improvement.
We believe that now is the time for the Congress to act. We strongly believe that
such reform, or improvement, must incorporate several clear principles :

(1) Welfare reform must include comprehensive coverage of all families,
childless couples and single individuals. The major reason for this is, of course,
the needs of the individuals concerned. But a second reason is the fact that at
least half of the states do provide such coverage today, even though they do this
without any federal assistance.

The national interest requires that all such people who are truly needy be
assisted, and this should be done with both federal and state participation in the
costs. However, all recipients should have to meet three major tests-income,
assets, and willingness to work, if able.

(2) There must be a national minimum federally guaranteed benefit level. To-
day, benefit levels vary much too widely.

In September 1977, according to this committee's staff report on Public Wel-
fare Programs, monthly AFDC payments for a family of four varied from $47.23
in Mis,,ssippi, to $370.47 in New York. Cost of living differences don't justify
this extreme spread.

Important as the difference between one state in one part of the country and
another state in another part of the country is, variations between adjacent
states are even more significant: Michigan, for example, paid $277.03 to the
average family in September 1977. Indiana paid $178.98 to the average family.
A $100 a month difference for moving across the road.

A family of four in Kansas City, Kansas got $234.55 last September; the same
family in Kansas City, Missouri got $160.30.

There may be some logic and some explanation for some differences between
the deep south and the north. But there is no reason nor explanation for differ-
ences between families located only a mile or two apart. A river, or a line on a
map separating two families should not produce substantially different results
as the cases above indicated is done today.

I grant you, food stamps do ameliorate these gross differences. Let, food
stamps present their own problem. When any state increases its grant levels, at
partial state cost, the food stamp bonus value decreases with total federal say-
ings. Thus, when states increase their standards of payment and their actual
grant, the net effect is to subsidize the United States Department of Agriculture.

(3) There must be an allowance for state supplementation above the nation.
ally established minimum, and the federal government should pay a substantial
share of such supplementation. Any other course would either reduce benefits to
many, or would increase state costs significantly. Neither of these alternatives is
acceptable.

(4) There should be a firm work requirement. Anyone who is able to work
should be expected to work and required to work, if work Is available.
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However, there is substantial misunderstanding in this area. The Michigan
caseload demonstrates this well:

We presently have 192,000 AFDC cases.
11,166 are AFDC-U able to work, no job available.
6,395 are AFDC-I. People in this category are unable to work for medical

reasons.
12,790 are children living with a self-supporting relative. The grant is made

only to the child.
9.110 are children living with a step-parent. The step-parent is not legally

liable for their support, therefore the children receive the grant.
105,229 are families with children under 7 years of age.
38,952 are families with no children under age 7.
8.914 are families with no children under age 14.
How many of these people should be expected to work? Using the Administra-

tion's work requirements, as in the Corman bill which was reported by the select
Subcommittee In the House, the following breakdown would occur for Michigan:

Fifty-five percent of our caseload of families have children under age 7. They
would be exempted from work requirements.

Fifteen percent are either children or incapacitated adults. They would be
excused from the work requirements under the Corman bill.

Accordingly, 70 percent of my caseload is not expected to work even by the
rather rigid requirements of the Corman bill.

Twenty percent of my caseload would be expected to work part-time, since
they have children under age 14, but not under age 7.

Ten percent (8,914 with no children under 14; 11,166 AFDC-U cases) would
be expected to work full-time.

I am sure the situation is similar for most other states.
Still, because of public attitudes, and in the interests of the integrity of the

program as well as of the needs of the individuals concerned, there should be a
meaningful work requirement. To make it meaningful, job opportunities must be
provided. CETA or PSE jobs should be provided with a priority for public assist-
ance recipients. The number of jobs, however, would not need to be as large as
some people have suggested, at least not initially.

(5) An emergency needs program is required In any welfare reform program,
because of the true emergencies that do arise for individuals and families. There
are people, who simply cannot meet eligibility standards immediately. Families
do suffer burn-outs, natural disasters, and malfunctioning of appliances, etc.
Some provision must be made for this.

In 1977, the State fo Michigan spent approximately $20 million for all types of
emergencies. Because of the stringent requirements of the federal program, only
$3.5 million of this was federal in origin.

(6) Welfare programs must be simplified, standardized, and coordinated. All
the elaborate and complicated programs adopted by Congress and directed by
Cabinet Secretaries, and federal and state officials, ultimately come together at
the local level in the challenge facing the Intake Worker. Usually a person with
a high-school education, paid $11,000-$13,000 annually, expected to deal wich at
least three case openings each 8-hour day, the task facing such a person is
literally mind-boggling.

Each applicant may be eligible for two, three, or even more different programs,
each of which has unique eligibility criteria, a distinct and unique standard for
determining assets, resources, and income. Processing one case may require
three or more different applications using different criteria, different standards
of eligibility, but using the same set of facts.

This is the point where errors occur, and usually it Is not the fault of the
worker; it is the fault of the program requirements. Because Congress acts at
different times, through different committees, to enact or to change program
requirements for different programs, we have today a complicated system of
conflicting and contradictory requirements. But the task of the intake worker is
to apply all of those conflicting and contradictory requirements to the same set
of circumstances--the circumstances involving the Individual family. Accord-
ingly, we urge you to standardize and simplify all assistance programs.

(7) Some fiscal relief for states is essential. There-are several reasons for this.
The first is that states are heavily burdened today, and it is increasingly difficult
for them to bear welfare costs. Related to this is the fact that rising costs have
made it difficult for states to increase grants. And even where states have done
so the rate of increase has not neces-sa-ily kept up with inflation.
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For example, In the last seven years Michigan is one of the few states to have

raised the grant level each year. In those seven years AFDC grants have in-
creased a total of 47 percent. At the same time the Consumer Price Index In-
creased 55 percent. As a result, public assistant recipients In Michigan are now
worse off in dollar terms than they were in 1971. I must point out, of course,
that food stamps do help.

Many other states have not been able to raise grants at all regularly. For
example, I am told in New York they have not increased grants in more than
four years.

So, from the standpoint of state fiscal problems as well as from the standpoint
of the clients themselves, there should be some fiscal relief to states. In addition,
any welfare improvement program should have a built-in cost of living index so
that grant levels do not lag behind the cost of inflation.

I will also point out, on behalf of the National Council, that we deeply appre-
ciate the limited fiscal relief which has been afforded to the states this year.
The leadership of Senator Moynihan, Senator Long, and members of this com-
mittee is deeply appreciated. We urge you to continue it and increase it.

(8) Finally, welfare programs must be administered at the state and/or local
level. The federal government cannot administer these programs. The circum-
stances of the people we serve usually require very fast response. Most of the
people who come to us for help wait until help is needed immediately. Only a
local office, staffed by local people, can and will give such a response. The SSI
experience proves this clearly.

State administrations have been dealing with welfare programs and welfare
problems for over 40 years. We have the knowledge and the commitment which
the system requires absolutely.

In conclusion, tba-National Council of State Public Welfare Administrators
strongly supports welfare reform, welfare improvement. We believe that the
time is here to move, and we urge this committee to lead that movement. The
demonstrated commitment by the President and the Executive branch of govern-
ment, the activity already occurring in the House in connection with the Cor-
man bill, the leadership and initiative shown recently by Chairman Ullman of
the House Ways and Means Committee, and by Senators Baker. Bellmon, and
Ribicoff in the Senate, all symbolize a growing, bicameral, bipartisan awareness
that important welfare reform and welfare improvement is needed now.

The members of the Council have felt for the last several years that such
reform is needed, and have been working actively to develop such a program. We
would be glad to be of assistance in any way we can, either to this committee or
to other members of Congress, as welfare reform is discussed, and hopefully
will move forward.

PREPARED STATEMENT OF SAMUEL P. BAUER, DrRECTOR, CUYAHOGA COUNTY D-
PARTMENT OF PUBLIC WELFARE, CLEVELAND, 01O AND CHAIRMAN, NATIONAL
COUNCIL OF LOCAL PUBLIC WELFARE ADMINISTRATORS

Mr. Chairperson, and members of the Subcommittee, my name Is Samuel P.
Bauer; I am the Director of the Cuyahoga County Department of Public Wel-
fare in Cleveland, Ohio. Today I have the honor of appearing before you In my
capacity as Chairperson of the National Council of Local Public Welfare Admin-
istrators, a companion organization of the Council of State Administrators with-
in the American Public Welfare Association. On behalf of my associates on the
Local Administrators Council, I thank you for this opportunity to testify on a
subject of critical importance to us all-welfare reform.

Reforming this nation's multi-billion dollar welfare system is one of the
highest priorities of the National Council of Local Public Welfare Adminis-
trators. Our particular interest in this goal stems from the fact that we are the
people working in counties, municipalities, and other local jurisdictions across
the country who are responsible for the actual provision of welfare assistance
and services. It Is our job to see to it that the help available from programs such
as Aid to Families with Dependent Children and Food Stamps, as well as our
own programs of general assistance, is delivered efficiently and effectively to
those who need It. Needless to say, as the welfare system has grown in expense
and complexity, this task of the local administrator-the delivery of benefits-
has become increasingly difficult to perform. It is from this vantage point of
first-hand knowledge of the workings of this system and the people It serves,
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that I come before you today as the Council's representative to share our views
on welfare reform.

Our organization has closely studied the development of the various welfare
reform proposals currently under consideration in this Congress. Beginning with
the formulation of the Carter Administration proposal last year, we have wit-
nessed with optimism, the resurgence of federal interest in this complicated and
sometimes intimidating issue. The amending of the Carter plan by the House
Special Subcommittee on Welfare Reform chaired by Representative Corman,
the introduction of Representative Ullman's "Welfare Reform Act of 1978," and
the "Job Opportunities and Family Security Act" developed by Senators Baker
and Bellmon, and these very hearings--all stand as firm evidence of Congres-
sional commitment to welfare reform. With support from both the Legislative
and Executive branches of the federal government and from both political par-
ties, we-the local administrators of public welfare-believe an acceptable
reform measure can and should be enacted in 1978. In our view, such a measure
should incorporate the following goals:

The establishment of a minimum national benefit which will reduce the broad
disparities in payment levels that currently exist among the states and which
will begin to assure all recipients some degree of adequacy in the cash assistance
available to them.

The expansion of coverage-which will bring into the program groups of
people that are now excluded in whole or in part from federal financial assist-
ance--should be based on financial need and willingness to work.

The consolidation of programs, which will significantly simplify adminis-
tration.

The creation of an enlarged jobs program to provide many recipients with
employment opportunities they currently do not have.

Taken together, these principles will serve as a valuable framework for de-
veloping a welfare reform program that is admiiist-atively, fiscally, and
politically feasible.

While we are enthusiastic about the prospects for reform, there are a number
of issues in the current deliberations which specifically concern us and which
we hope will be appropriately dealt with by the Congress. In the time I have
remaining, I will briefly identify these issues and our suggestions for resolving
them:

Categorizationi
One of the greatest sources of complexity and inequity in the present welfare

system is that federal funds are available only to help people who fall into
certain categories unrelated to financial need. That is, besides being poor, one
must be either aged, blind, disabled, or a dependent child. Not only does this
arrangement preclude other groups of people from obtaining federally funded
benefits, but it also leads to unnecessary program fragmentation.

It is this fragmentation which promotes excessive administrative complexity
and undermines the development of a welfare system that is understandable to
both the recipients who depend on it and the public who support it. To lessen
this problem, we believe that whatever welfare reform legislation Is enacted, it
should include provisions requiring the development of a national uniform bene-
fit schedule for all needy people, with benefits varied only by family size. Lower
benefits should only be paid to families in which an employable person refuses
to comply with a requirement to work.

Emergency needs
People often have immediate needs when applying for welfare assistance. For

a variety of reasons, however, they may not be fully eligible at that point and,
as a consequence, they must turn to other sources of aid. State emergency assist-
ance programs. partially funded by the federal government, have been of some
help in this regard. Welfare reform should assure that these emergency needs
continue to be met with sufficient federal financial participation.

Interrelalionah ips with medicaid and social services

One of the most significant obstacles to bringing about welfare reform is the
interrelationships of income assistance with other public welfare programs. such
as Medicaid and Title XX Social Services. We believe that serious considera-
tion should be given to protecting states and localities against any increases in

their costs for these programs attributable to welfare reform.
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Jobs
One of the greatest shortcomings of current welfare policy is that it requires

work but does little to provide employment. Thus, we suggest that a Jobs pro-
gram be enacted as part of welfare reform and that it: (1) be put in place
before the cash assistance component is fully implemented, (2) emphasize Job
development consistent with the needs of our economy, (3) include safeguards
against the displacement of current workers, and (4) mesh administratively
with cash assistance. Properly designed, such a program would greatly enhance
the overall functioning of the welfare system.
Impact on recipients

Perhaps the most critical issue in welfare reform is how it will affect re-
cipients. Will eligible individuals and families fare better under a new system
than they do now? Providing higher levels of cash assistance in states where
current levels are low, expanding Job opportunities, and simplifying the adminis-
tration-as we have suggested above-should significantly improve the lot of
many recipients.

Mr. Chairperson, in this testimony I have touched upon only a few of the
more important concerns of our organization. Within the next two weeks, we
will be compiling a more detailed analysis of the various reform proposals based
on a survey of our members. With your permission, we will be happy to submit
this analysis for the record when it is ready.

Thank you for this opportunity to convey the views of the National Council
of Local Public Welfare Administrators.

Senator MOYNIHAN. The committee is now going to have to declare
a 45-minute recess. As you have seen Senator Long disappear and
Senator Danforth disappear, you are now going to see me disappear.
I am. supposed to be in two committee meetings simultaneously. I
have no choice in this matter. There are urgent concerns that drag me
to the Committee on Environment and Public Works.

I will be back at 12:15 sharp. We have obtained permission to con-
tinue hearings in the afternoon, and we will stay right through until
we do.

I am sorry that this is to be the case. It is judged that most Sena-
tors are supposed to be in two places at once; lately it has been three
places at once.

[A brief recess was taken.]
Senator MOYNIHAN. Well, hello again, everyone.
Is Mr. Bishop here? Would you please come forward, Mr. Bishop.
We would be happy to wait for yot, to get your papers, tables,

charts, and other data in order.
Mr. BIsHOP. Thank you, Mr. Chairman. I would appreciate a mo-

ment to get my things in order.
[Pause.]
Senator MOYNiHAN. The committee is pleased to welcome Dr. John

Bishop, a research associate at the Institute for Research on Poverty
of Madison, Wis.

We know that the Institute for Research on Poverty is part of the
University of Wisconsin.

Mr. Bisnop. That is right.
Senator MOYNIHAN. I had something to do with getting that estab-

lished some years ago.
Dr. Bishop, we welcome you to this hearing as the first scholar in

this field that I believe we have heard. One of the things that has
characterized the whole approach to the income maintenance systems
of this country in the last decade has been a quite unusual anil, I

32-925--78-----17
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think, unprecedented interest in experiment ation, in demonstration,
and in analysis. This started with the New Jersey negative income
tax experiment, as it was known.

One of the aspects of this kind of innovation in social policy is that
it introduces the very large question of translation, of how you find
out what really happened. The language of the analysts is now about
as inaccessible to the Congress and to the executive branch as is the
language of the physicist. Translators are needed and degrees of con-
fidence and clarity are much in order. We hope that you might be one
of those persons, Dr. Bishop, and we welcome you to this hearing.

STATEMENT OF JOHN BISHOP, RESEARCH ASSOCIATE, INSTITUTE
FOR RESEARCH ON POVERTY, MADISON, WIS.

Mr. Bisiov. Thank you, Mr. Chairman. I hope so, too.
Let me begin by thanking you, Chairman Moynihan, for this op-

portunity to testify. I am going to focus on the effect that might be
expected of welfare reform on marriage and will also talk about a
few other things.

In the short time that I have, I will not be able to offer all of the
details and scholarly qualifications that I would like, §6 1 would refer
you to my written testimony if you do not find satisfaction from my
verbal testimony.

Senator MoY-XNIAN. Please take your time. We have held you up,
so you take your time. We have all the time that you need.

Mr. Bisiiop. Thank you.
A major objective of welfare reform is, and I quote from the HEW

press release of a year ago,
to provide strong incentives to keep families together rather than to tear them
apart, by offering the dignity of useful work to family heads, and ending rules
which prohibit assistance when the father of a family remains within a
household.

Recent social science research on marital stability supports the first
proposition, the proposition that providing jobs and reducing unem-
ployment will strengthen marriages.

Unemployment of the head of the household, of the husband, is a
major factor in many marital dissolutions. If the head of a low inr
come family experiences prolonged unemployment, the chances his
marriage will dissolve rise from 8 to 24 percent, if he is white, and
from 12 to 30 percent if he is black.

This could be due to a selection process in which people who have
difficulties getting along with bosses also have difficulties getting
along with wives. One way to test whether this is an artifact of such
a selection process is to compare cities with different unemployment
rates to see whether the rates of female headship in the different cities
vary with the unemployment rates, controlling for the other determi-
nants of female headship.

There have been a number of studies of that type. You do find that
cities with higher rates of unemployment have higher rates of female
headship.

Senator Mo1YNMIAN. Might I ask you to give us some numbers.
What studies have been done? How significantly higher are these
rates?
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In the early 1960's, I did studies of correlations between unemploy-
ment rates for males and the rate of husband absence in married
families, and with a 9 month lag we found a correlation of around .7.
For the period 1947 to 1959, I found a correlation between male un-
employ'ment rates and new AFI)C case rates of 0.89. This is pretty
striking. But then it all started going "blooey" in the early 1960's and
had quite disappeared by 1963. In fact, it then became an inverse
correlation. Every time the unemployment rate dropped, the rate of
new AFDC cases went up.

So, just what are the data here?
Mr. Bisiiop. I have not been referring to time series studies.
In the late 1960's, we have had a great increase in the proportion

of eligible female-headed families that became recipients of AFDC.
There was a strong outreach effort on the part, of the organizations
who represented the interests of welfare mothers or female-headed
families, and as a consequence, the relationship that may have existed
earlier shifted.

I am afraid that I don't have an explanation of the puzzle that
you brought to our attention about 10 years ago.

Senator MoYNIIIA~x. No one has ever studied it, and I often wonder
why.

Mr. Bishop. The studies to which I referred used 1970 census data
and compare cities in different locations or across States. They at
least refer to the period after this shift that you noticed in the 1960's,
so that a relationship in the cross section, anyway, continues to be
observed.

The numbers I quoted to you for individuals, the rise from 8 to 24
percent for whites, and from 12 to 30 percent for blacks, are based
on the longitudinal panel survey conducted by the University of
Michigan's Survey Research Center, which started in 1968, ar.d has
only ended a year or so ago.

It is interesting that these statistics which I quoted for the increase
in the likelihood of a split of low income families. You start out with
a sample, of say, the bottom half or so of the income distribution.

Senator MoYNmAN. By low income, then, you mean the bottom
lalf of the income distribution?

Mr. BisnoP. I said half to be safe. Their definition of low income
was being below twice the poverty line. That means the low income
sample represented the bottom third of the income distribution.

There were large increases in both the white and black split rates
if there was a prolonged period of unemployment. In upper middle
class white families-there were enough middle income white families
to test. for the same relationship-there is not nearly as large a rela-
tionship between unemployment and that family's splitting up as
there is among lower income families.

Senator MOYN HIAN. What does this mean-8 to 24 percent?
Mr. Bisnop. The typical low income white family's probability of

dissolution over a 4-year period rose from 7.6 to 24 percent. The tyl~ical
low income black family's dissolution rate rose from 12 to :i0 percent.

Senator MoYNXIAN. Right.
Mr. Bsmior. There have been a number of more recent studies using

other data sets, the National Longitudinal Survey, for instance, ana
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they also find that families where the husband has experienced unem-
ployment are more likely to split up.

I discuss this in my extended remarks. When you are comparing
individuals, some of the reasons why the person is unemployed are
simply the vagaries of the labor market. In other cases, it may be the
inability of the individual to get along with his boss.

You never know which is which. So you may be picking up a spuri-
ous relationship between unemployment-and marital instability when
you compare individuals.

But when you compare groups from one city to another, there is
no reason to expect that people in one city have different basic per-
sonalities than those in another city. Therefore, to find this relation-
ship at the city level or to find it, as in Caldwell's study, in which in
individual data high unemployment rates in the community were
associated with an increased likelihood of marriages dissolving
whether or not that particular individual experienced unemployment
or not-suggests that the unemployment is causing the increase in
splitting.

Senator MOYNIRAN. How strong were these relationships?
Excuse me for a moment. I'm sorry, Mr. Bishop, but I am informed

that I have to take a call from the White House. I will recess this
hearing but-will be back in just a moment.

Would you work on that question, please. How strong are these
relations? I am still interested in the fact that as the unemployment
rates declined sharply in the 1960's, female-headed households in-
creased sharply. So there are obviously a lot of things going on here.

[A brief recess was taken.]
Senator MOYNIHAN. Mr. Bishop, I'm sorry to keep you waiting.
Would you respond to my question, please.
Mr. Bisuop. To respond to your question, Senator, if I had to, I

think the best study that might be able to provide an estimate of what
happens when aggregate unemployment changes, is the study by
Caldwell using National Longitudinal Survey data. He included the
local unemployment rate in the model, including a lot of personal
characteristics of the individual. So it gets away from the problem of
a potential selection bias.

A 2-point increase in the local unemployment rate was associated
with an increase in the split rate, from 6.7 percent to 7.7 percent, or
about a 1 percentage point increase in the rate of splitting per year,
from a 2-point increase in the unemployment rate.

Senator MOYNEHAX. But my question to you referred to a period
when unemployment went down and the number of father-absent
households went up. A 2-percent increase in unemployment is associ-
ated with a 6-percent increase in the family split rate, and a 2-percent
decrease in unemployment is associated with a 9-percent increase in
that split rate.

Mr. BIsHoP. In the late 1960's--and in fact we are still in the midst
of it-there were a. lot of social changes occurring in society that
tended to cause marriages to be unstable. One of the studies that has
been done has suggested that the pill is partly responsible. It has also
been attributed partially to increases in the number of women work-
ing, and to a variety of social changes including divorce law reform
in a number of States.
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So, the change over time and the increase that we saw in the 1960's
and 1970's in the-marital split rate reflect a whole variety of forces,
unemployment being only one.

I focus on unemployment primarily as a contrast to the effects of
income maintenance programs, because it is another policy instrument
under the control of the Federal Government, and if one wants to
have an impact on marital instability, it is something one might try
to do something about.

Senator MOYNIHAN. I just point out to you that in the early 1960's
I did some research which was counterintuitive which sort of surprised
me, too. But, being counterintuitive and being potentially nonprogres-
sive, the lead has just been dropped. What can account for the changes
in the illegitimacy ratio? You can't say that the pill accounts for it, or
at least it would be difficult to say that the pill accounts for it.

Mr. Bisimp. The other explanations that came up at that time were
that improvements in the level of AFDC benefits and changes in
eligibility rules-

Senator MoYN AIV. But they had not occurred when the changes I
am talking about commenced.

Mr. BIsHoP. Well, it has been blamed for it since then.
Senator MOYNIHAN. No, it has not been blamed for it. People have

taken credit for it. People who began interventions around 1969, are
saying we are responsible for those things that happened in 1961, to
the degree that they identify them as good.

Mr. BisHop. I am afraid that we don't have an answer.
Senator MOYNIMA . Neither do I.
Mr. BisnoP. It is a puzzle.
In the process of writing this paper I have gone to the literature

and looked at it. It is amazing, given the concerns that exist in
Government about this issue, how little work has been done. The rate
of growth is very great from a very small base.

If you ask, at the end I provide a list of studies that should be
done. It is of intellectual concern to those of us regardless of whether
the Government is concerned. There are a lot of things we can do to
find out more about what is going on and what might be done
about it.

Senator MormnAN. I would like to say, and I wish you would take
this back to the Institute for Research on Poverty, that we have put
an awful lot of money into that center for almost 15 years, now,
millions of dollars. It has never come up with 5 cents worth of infor-
mation that I have found particularly useful, until perhaps today, and
has always seemed to avoid questions to which there might be em-
barrassing answers. Or, if you have found answers, you have written
them in Sanskrit. (General laughter.]

Mr. Bishop. I hope that my writings will undo this image that you
have, because I do consider these results embarrassing.

Senator MOYNIHAl. Well, I hope so.
These were things very much on my mind at the time and what

little data we had was the data I dug up in the Labor Department.
The Wisconsin center went off and took our money and never gave

us back a single answer that was not going to be approved by certain
reference groups, which had a very narrow and very conventional
imagination about the range of social possibilities.
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Mr. Bisitor. Well, I wouldn't want to characterize what my col-
leagues do.

Senator MoYN11A-X. No, of course not. That is the privilege of be-
ing a Senator.

Mr. BisioP. We all have our own views as to what is a good policy,
and we don't necessarily agree on our interpretation of data.

Senator MOYNIHAN. But in the main you let this extraordinary
phenomenon of the 1960's just sit there as something you didn't want
to find out about because if you did, you might find out something
that wouldn't be approved of. That is a bit of a caricature of what
might have been the case.

Mr. Bisiop. Well, sir, I don't know.
Senator MOY.NTHAN. You are not really supposed to.
Partly it is because of the dominance of economic models from the

beginning in Wisconsin.
Mr. BisnoP. There have been a number of people working on mari-

tal issues, but from a demographic point of view, and so they have
not typically focused on the policy questions of income maintenance
and the effects of unemployment. They did the basic research upon
which we are now building.

Senator MOYINIHAN. What I am thinking is this. Every Secretary
of HEW for the last 15 years has come up and routinely intoned in
this committee room that AFDC breaks up families and that jobs are
the answer. But if you look at the data, you will find that the more
jobs you had, the more AFDC you had. Therefore, obviously, the
solution to the problem of welfare dependency was to reduce the
number of jobs.

Now, you see, if the data were just as clear in the other direction,
people would absolutely have insisted on the self-evident properties of
this thing.

Mr. BISHOP. I think the data does support the proposition that jobs
will help save marriages.

Senator MOYNiTxAx. It had better because you have been saying this
for the past 15 years.

Mr. Bisuiop. "But I think the other half of that, that AFDC is
breaking up marriages, that there is very little evidence for that.
There have been a number of studies done, some by people at the
institute. Results are inconclusive. Some studies find a positive rela-
tionship between the payment level in a State and the proportion of
women in the State who are heading families, and others find that it
goes the other way.

So, it does not seem that if there is an effect, it is so robust and
strong that we need to reevaluate all of our policy with regard to
AFDC because of this particular problem.

What you do find, regularly, is that States with higher unemploy-
ment rates have higher split rates; States with low wage rates for
men have higher split rates; and States with high wage rates for
women have higher split rates.

Senator MOYNi.1AN. High rates for women?
Mr. BisiHoP. Yes--holding constant the other two, basically when

a woman has more options to support herself if the family were to
split up, there is the greater likelihood that that will occur.
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You also find in cross section data comparing individuals that
women who are working while married are more likely to split from
their husbands than women who are ndt working.

Senator MoY-INITAN. Some general theories are developing about
income alternatives here, aren't they?

1t me stop interrupting you and go on with your statement.
Mr. BisiroP. OK.
The evidence for the assertions that AFDC was splitting families

was not very strong. Even if it were strong, it does not logically fol-
low that extending cash assistance to two-parent families will' keep
families together.

There is no empirical support for this assertion, and the best exist-
ing evidence suggests that exactly the opposite will occur.

The evidence to which I refer'is from the income maintenance ex-
periments. In these experiments, negative income tax-programs simi-
lar to the cash assistance component of the program for better jobs
and income in most respects, except the work requirement and the fact
that administration was with a somewhat lighter hand than I assume
welfare programs would be administered, were tried out.

Analyses of marital stability have been published for four of
these experiments now.

Senator MOYNIHAX. You say three of the four here-indicating-
but you mean all four?

Mr. Bisnor. Well, a dissertation has recently been completed which
I have not gone over thoroughly and which I am told by the author
suggests that there was no effect in the Gary experiment. However,
there is a very small sample of two-parent families in the Gary
experiment.

Senator MoY.IHAN. Would you name these experiments for us.
Mr. Bisror. The first experiment was in New Jersey. There was an

experiment in rural areas of North Carolina and Iowa. There was a
Seattle-Denver experiment. Those three are the ones I have reviewed
in detail.

The fourth, the Gary experiment, was started rather early and it
has been much more delayed in publication of its results. I am told
that there was essentially no relationship there.

In the other three experiments, though, we have a consistent set of
findings. In all three experiments, the measured rates of marital dis-
solution were larger in the experimental group that was receiving
cash assistance than in the control group.

In all three experiments, no increase occurred in marital splitting
in the most generous plan, while very large increases in splitting oc-
curred in the least generous plans. Since the generosity of the low-
and medium-support plans is similar to the cash assistance component
of the program or better jobs and income, this is especially trouble-
some.

Compared to a control groap that was eligible for the current set
of income maintenance programs-AFDC and food stamps-those on
the low- and medium-support plans dissolved their marriages at a 70-
percent higher rate in the Seattle-Denver experiment.

Senator MoY.NiA.-. Your testimony here is a little confused.
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On page 2 you say "at a 70 percent higher rate" and then you
added Seattle-Denver. I thought you had been talking about all three.

Mr. BIsItoP. That generalization characterizes all of them.
Senator MOYNIHAN. All three?
Mr. BisHoP. Yes, all three. In fact., it is higher in the other

experiments.
The Seattle-Denver experiment is a better done study and has a

much larger data base. So I think it must carry more weight than the
others. The others were much smaller.

Senator MOYWmAN. Right.
Mr. BisnoP. In the Seattle-Denver study, the first three sets of bars

on this poster-indicating-are from the Seattle-Denver experiment.
The blue bars are the control group; the red bars are the low-support-
plan group, which in Seattle-Denver meant a guarantee of approxi-
mately 75 percent of the poverty line; the brown bars are a medium-
generosity support plan, which meant in Seattle-Denver approxi-
mately the poverty line for the guarantee; the high-support group
was 125 percent of the poverty line.

So, the President's proposal is-
Senator MOYNIHAN. It is about 65 percent..
Mr. BisHoP [continuing]. In the range between low and medium.
It is down at the bottom end.
Senator MOYNIHAN. Let's be precise. I am just trying to get the

record clear.
I believe the program for better jobs and income sets a rate of 65

percent.
Mr. BIsHoP. That is the national minimum.
Senator MOYNIHAN. Of the poverty line, yes.
Mr. BisnoP. Which States would supplement, which would get it

up to somewhere around 75 percent, which would put it around the
red bar.

Senator MOYNrHAN. 75 percent then is your red bar.
Mr. BIsHOP. Approximately.
Senator MOYNIHAN. Your medium rate is what?
Mr. Bisnop. The brown one?
Senator MOYNMHAN. Yes.
Mr. BrsHop. It was at 100 percent.
Senator MOYNIHAN. So, it is 75 percent, 100 percent, and 125 per-

cent. We could think of that first as the administration proposal and
be roughly in the right frame.

Mr. BisHop. In the control group for whites, about 14 percent-this
is over 2 years in Seattle-Denver, which is the longest period of
data availale now.

Senator MOYNIHAN. Two and one-half years?
Mr. BisHoP. Yes. In the control group 14 percent-13.6 percent

split, whereas 25.7 percent of the members of the lower plan experi-
mental group split.

Senator MOYNIHAN. That comes out to almost twice the rate.
Mr. BIsHoP. Yes.
For blacks it goes from 19 to 30 percent; for Chicanos, from 16.5

percent to 25.9 percent.
The control group is comparable to the three experimental groups

in total, but not necessarily comparable to each individual part of the
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experimental group. So the best way to test for the effect of the pro-
gram is to control the background characteristics of the individuals
and to do a comprehensive statistical analysis.

But we need to have these kinds of numbers to know what the
order of magnitude is.

For families with children there is a 77-percent-a representative
-coefficient that they get is a 7-percent increase in the split rate for
the low plan and a 75-percent increase in the split rate for the medi-
um plan for whites; for blacks it turns out to be about a 67-percent
or 69-percent increase in the split rate. For Chicanos it is somewhat
smaller because the controls reduce the differential that is observed
here.

These effects are quite large. We have looked at the other experi-
ments to see whether this has been replicated in other experiments.

I had space on my poster for one other experiment, the rural ex-
periment. This was a small sample, and also, people in rural areas
have a much lower overall divorce or split rate. So consequently the
number of events that occurred are small and these results were not
statistically significant.

But the pattern was the same. In the low-support plan, there was
a big increase in split rates. In the other support plans, there was
nothing much observable. But that is not statistically significant.

The reason why it took us so long to discover that the negative
income tax experiments were increasing marital instability was
partly that the rural experiment was such a small sample that you
couldn't conclude anything on the basis of it.

Senator MoywiirAN. That is the North Carolina-Iowa group.
Mr. Bisnop. Right.
Senator MOYNIHAN. Regarding this experiment in New Jersey-

when I was India I didn't hear anything about this at all.
Mr. EisHoP. In New Jersey, the experiment was originally not

designed for this purpose. It was decided afterwards at the last
moment N'he. ,he study was already underway to try to look at this
question. But the Seattle-Denver experiment had tlis as one of its
major objectives to look at. They did collect their data in a better way.

In the New Jersey experiment, you got basically this pattern of
results. There was no statistically significant increase for the ex-
periment versus the control group as a whole; but for the two lower
support plans, there was an increase that was statistically signifi-
cant in Sawhill's analysis of the data.

The people who did the original analysis did not use a methodology
that provided them with a test of statistical significance, and there
was a lot of criticism about the way they conducted their study.
There was disagreement by people that they didn't have sufficient
controls and so there was some doubt as to that finding.

Finally, the major problem with all of the early research and why
I say that this finding is 2 years old-is that it has always been
understood that there is a potential attrition bias occurring; that a
family on the experiment, if the family breaks apart, the woman is
eligible for a rather generous payment from the experiment. So, if
the family breaks apart, there is a very strong incentive for that fam-
ily to remain in contact with the experimental program. However, in
the control group, there is not nearly as strong an incentive for
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people to remain in contact with the researchers. So consequently, the
attrition rates in the control groups are typically higher than in the
experimental groups. Since you would exl)ect the attrition rate to be
related to whether or not you split, there was a fear that the obser-
vation of the increase of split rates in the experimental group was
basically a result of-the people who were splitting apart were re-
maining in contact with the program, whereas in the control group
that wasn't happening.

So. because of this fear, there was a lot of doubt about the increased
split rate finding. It wasn't until the analysts working on the Seattle-
Denver study did a sensitivity analysis'of their results to test for
attrition bias. making the worst possible assumption that you could
make about. attrition bias and then redid the analysis-and you still
had these effects and they were still statistically significant, though
they were maybe about half the size. A 70-percent increase might
now have become a 35-percent increase in the split rates. It was only
once you had done that that you could believe that you had a real
result.

So then we started getting convinced that something was going on.
In the New Jersey experiment-the raw data in the low support

group of the New Jersey experiment-
Senator Moy .xIAX. Dir. Bishop, I'm so sorry, but I have, to inter-

rulpt you to attend to another matter. This is just the way our day
is going. I will be back in just a moment. Please bear with us.

[A brief recess was taken.1
Senator MoY.NIJIANx. Dr. Bishop, I'm sorry. Please continue.
Mr. Bisno,. To just review the gross data in the New Jersey ex-

perinent, split. rates in the control group were 12 percent; for blacks
in the low-support plan it was 23 percent; for whites in the control
group it was 8 percent; for whites in the low-support experimental
plan it was 14 percent. For Spanish speaking Americans, mainly
Puerto Ricans and Cubans in the New Jersey experiment, the split
rates rose from 14 to 25 percent in the low-support plan.

These results are consistent with-but because they weren't sta-
tistically significant in the initial looks at them. and we were worried
about the attrition bias problem, not as conclusive as-the Seattle-
Denver results.

Senator 'MOYN1IIAN . Right.
Mr. Bisno,. Another type of evidence that is consistent, but not

conclusive, and that is why, again, the Seattle-Denver findings were
critical, is from a Weissman study of the AFDC-U program in
Alameda County, California, found very, very high proportions of
the AFDC-U-

Senator 'MOYIJHAX. Who is that?
Mr. Bisitop. Weissman.
Senator MOYNIJ-IAN. Where are you on your summary statement?
Mr. Bisro,. On page. 3.
Senator MoYN-IKAN. That study was Weissman, where you said,

"Within 1 year 20 percent of the AFDC-U recipients," and so on.
Mr. Bisi or. Right. That is a 20-percent split rate in 1 year, as.

measured by going on to AFDC. Some people might have split and
not gone on to AFDC. In 2 years, it was an even higher split rate,
approaching 40 percent.
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These findings suggest that if strengthening marriages is an ob-
jective of public policy, expansions of welfare coverage to include
two-parent families should be apl)roached with real caution.

Also, studies which include using aggregate data have a dummy in
the model for-the State has an AFDC-U program, there is no con-
sistent, pattern to what. you get. In fact, the only statistically sig-
nificant. coefficient, suggests that a State having an AII)C-U program
is associated with higher rates of female heaiship.

Senator MOYNUTAN. Higher rates of what?
Mr. Bisior. Higher rates of female headship, instead of the lower

ones which we hoped would occur as a result of having the AFDC-U
program.

So, these results are really a puzzle because they are counter-
theoretical, counter to what people expected when they went into
this research. So, they suggest that our theories were not very good.

Senator MoY'NIHA. Might I ask you not to skip that paragraph
which begins, "Cashing out food stamps."

Mr. Bisiop. No, sir, I am not going to.
Cashing out food stamps is not unlike the experiments. So conse-

quently it is possible that, the cashing out of food stamps would also
tend to destabilize families. But we don't know.

Here again, we are operating in an area of great uncertainty and
I am somewhat leery about any changes that tend to place two-parent
families on a welfare-type program, a program with a guarantee and
a tax rate.

How then can Government improve the financial circumstances of
low-income, two-parent families without stimulating marital
breakups?

The answer would seem to be to focus on jobs rather than on cash
assistance for them. Reducing unemployment should get the No. 1
priority.

I will come back to that.
The second thing is that reform of the welfare system should leave

intact the obligation of the father to support his children.
To a certain extent, one of the potential differences between the

experiments and a real-world welfare program and why it is possi-
ble that we won't have in the real world what happened in the ex-
periments is that. because it wasn't a governmental institution, it
could not chase after people, as to a certain extent we do with AFDC,
chai- after the husband if he deserts the family. That characteristic
of the experiments might be partially responsible for the difference.
But we don't know. There are a number of possible reasons why, a
number of hypotheses, as to why the experiments did have this effect.

I think we can be pretty sure that the experiments did have this
effect. because they were. well designed, well done studies. What we
don't know is why these things are happening.

So, my general recommendations would be programs that aid two-
parent families should be as different from and as segregated from
programs that aid single-parent families as possible.

Two-parent families should be aided in a way that is not per-
ceived as charity and that requires no contact with the welfare bu-
reaucracy. If possible, the family should be unaware that it is being
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aided. Aid should arrive as part of the paychecks of the family's
working members.

A modified and liberalized earned income tax credit built into
the withholding system is one very attractive way of accomplishing
this objective. The modification I propose is to base the earned in-
come tax credit on the number of hours worked as well as earnings.

If an individual worked at the minimum wage, the refundable
credit might be a dollar an hour. If he worked at $4.65 an hour, the
credit could be reduced to 50 cents, or it could be reduced even fur-
ther, depending upon how much money you were willing to commit
in this way.

This could be integrated with the rest of the tax system and used
as a substitute for the standard deduction and basically as an offset
against all itemized deductions, if one wanted to integrate it into
the regular positive tax system. Alternatively one can treat it as a
special program that phases out wage rates of $5 or so dollars an
hour.

The size of the earned income tax credit would decline as the
nominal wage rises. This type of proposal has already been con-
sidered favorably by your committee once before. It was part of the
Senate Finance Committee's substitute for President Nixon's family
assistance plan.

Compared to an earned income tax credit based on earnings alone,
it has the advantage of stimulating, rather than decreasing, work
effort.

Like an NIT, a generous earned income tax credit based on
,earnings alone causes a $30 to $60 decline in earnings for every $100

...... of cost. I refer you here to simulations done using Seattle-Denver
coefficients that are appearing in the "Journal of Human Resources"
and in their publications.

This is for a program that does not have a work requirement.
The work requirement reduces this reduction in earnings that oc-

curs by maybe a third to a half.
Senator MOYNIHAN. Wait a minute. I don't follow you in your

testimony. Where are you?
Mr. Bisviop. I am putting in some of the scholarly qualifications

now, Senator.
Senator MOYNIHAN. You said, "Like an NIT, a generous EITC

based on earnings causes a $30 to $60 decline in earnings for every
$100 of cost."

Mr. BisnoP. That's because-
Senator MOYNIHAN. I understand why. Then what do you think?
Mr. BisHop. The earned income tax credit over a certain range,

up to $4,000. increases the payoff to work. But most families earn
more than $4,000. For the people above $4,000, it increases the mar-
ginal tax rate.

If you were to go with a very strong earned income tax credit of
the current design, you would have to raise marginal tax rates in
the range from $6,000 to $12,000 of income, where a lot of families
are. by a large amount.

If our models are correct, a big increase in marginal tax rate will
tend to reduce work effort. That is one of the costs that you are going
to get from helping out people at the bottom.
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Senator MOYNIHAN. I don't fully follow you.
Is it the marginal rate that we increase or is it that sort of medium

point? We now-let's see, the current earned income tax credit is a
full one up to an income of $4,000, and then it declines to $8,000,
rightI

Mr. BsHoP. If we were really going to help out families in the
$5,000, $6,000, and $7,000 range, we would have to increase the maxi-
mum EITC from $400 to $1,000 or $2,000. It has to be phased out.
We face the same kind of dilemma we do with the negative income
tax in the upper ranges, and you inevitably will end up with high
marginal tax rates on the range from $6,000 to $12,000.

Senator MOYNIHAN. But you could simply shift that curve to the
right and have the same tax rates at all points, but just have your
point of exit much higher.

Mr. BisHop. Right, and keep the marginal tax rate low but then
you spend more money. Then it is more costly.

Senator MOYNIHAN. Right.
Mr. Bsisop. Whenever you are dealing with a program that is

based upon earnings and doesn't take any other information into
account-such as-the number of hours worked or family charac-
teristics, you face the basic dilemma of the tradeoff between how
general you can be-and-the marginal tax rate.

There is a way out, and that is to make your earned income tax
credit payment per hour of work and to base it on the wage rate,
instead of phasing out at a certain level of income.

So consequently, it is possible to subsidize on the margin extra
hours of work over the entire range of potential work effort and
not have a high marginal tax rate.

Senator MOYNIHAN. Right.
Mr. BisHoP. The only piece of information you need for that is

the number of hours the person worked. That is the only extra piece
of information that you need than you have now, and we already
keep those records-for the minimum wage and maximum hours levis-
lation. Businesses keep records on this and so it should be possible
for them to provide information cn this on the W-2 form and to
build it into the tax system, if you like, or have a separate measure-
ment; or depend upon, as we do now for all the other elements of
the tax system, peoples' honest reporting of the number of hours they
work. There would be limits on total hours and you would have to
be paid the minimum wage to receive-the credit. There would be ways
of administratively controlling this.

So that, I think, is the most attractive-
Senator MOYNIHAN. Now, Dr. Bishop, you are wandering off into

telling us what we might do, and that is a very elegant proposition.
But we are still absorbed in your basic assertion that the President's
proposal is wrong.

Mr. BisHop. It is a mind-boggling idea.
Senator MoYNIuAw. Now let's pursue this.
Shall we just start talking for a minute or did you have something

additional?
Mr. BisHop. Oh, sure. I am now on the solution part as opposed

to the problems part, and I think you want to talk about problems.
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Senator MOYNIHAN. What is your explanation of this pattern-
that of the three levels of support, the lowest level, which is a high
level-it is about 75 percent roughly-is so destructive of peoples'
arrangements?

Mr. Bisiop. It is a small amount of money. I mean, the puzzle goes
further in that the amount of money you get on AFDC is about the
same as what you get from the experimental plan. So, it is especially
puzzling for that reason because you do not seem in monetary terms
to making the woman better off if the split occurs.

The reason why we think there is essentially no effect on the high
support plans is that basically, if families have more money, they are
less likely to split. You can buy with more money things which help
the relationship between the man and woman. So, it is basically an
income effect that we think is the reason for the declining pattern,
but it is still hard to understand why there should be such a big
effect in the low support plan.

Senator MOYNIHA,. Have we picked just exactly the wrong place,
between doing nothing and doing something?

Mr. Bisop. A generous plan is very expensive. The reason why the
President didn't propose something much more generous is the
budget constraint. A generous plan of the type of the Seattle-Denver
experiment would cost a lot of money.

Senator MOYNuIAX. Would you want to make an estimate?
Mr. BisipoP. No.
Senator MOYNIHAN. The President':; proposal is talking about $25

billion, as it is.
Mr. Bisnop. No, sir, I would not venture a guess.
There are really four hypothesis as to why the increase in the

split rate occurred in the experiment. One, as I have already men-
tioned, is that the experiments have a smaller administrative process
for checking up on and going after husbands. So it was different in-.-
that respect. If that is the case, then maybe we won't have what we
have seen in the experiments happen if we go with v elfare reform.

Senator MOYNHTAN. Let me just say that these experiments took
place in very fixed locations. Do Seattle and Denver have very active
IV-D programs?

Mr. Bisiiop. I don't know.
In any case, isn't that a recent program? The starting date of the

Seattle-Denver experiments is now 5 years ago.
Senator MOYNITIAN. WCell, in that case there was no effort of any

kind to go after fathers.
Mr. Bisiop. The New Jersey experiment was even before that.
Senator MOYNIIIAN. The effort to seek support from fathers was

very much contrary to social welfare practice, if not policy and
doctrine, and it is a rather recent innovation.

Mr. Bisiop. Yes. I think it could possibly have an effect. But here
again, it requires research to establish that.

A second hypothesis for the increase in splits is that many working
class families may feel there is a stigma attached to being an AFDC,
and therefore people who would have split if it weren't for the
stigma attached to being an AFDC didn't, and now the experiment
comes along, and the experiment is a nonstigmatizing way for a
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woman to receive support, and so they split. A third hypothesis is
that people didn't know what. was available to them on AFDC and
it was really the information provided by the experiments-the
knowledge that I am eligible and I will get x amount of dollars--
that did it.

Senator MOYNIIIAN. That still leaves you with AFDC as an incen-
tive to split.

Mr. BisiioP. Right, but if people make the decision of whether or
not to split without taking AFDC into account, it is possible that
many people are doing that. It doesn't mean that everyone does, but
it is possible that there are a lot of people who don't even consider
that, and it is only after the split has occured that they worry about,
oh, how am I going to support myself, -fnd then they go and look
for support and they go to a social worker and are directed to the
welfare office. But they are not aware--they might think it is actu-
ally much less generous than it really is.

If we go with a national program, this kind of information will
be provided to two-parent families. The information available to two-
parent families would increase and the stigma effect would also
tend to equalize. These two explanations, imply that the same thing
may happen in a national program.

The final reason that this might be happening is one that people
analyzing the experience of the Depression suggest. I am not sure
whether we, as a society, still have the same set of values and views
on things as the people of the Depression did. But let me quote to
you from a sociologist's writing, based upon participant observation
of about 30 or 40 families that experienced long-term unemployment
during the Depression. His name is Bakke, but there is no relation-
ship to the recent Bakke case before the Supreme Court.

Senator MOYNIHAN. The only monograph in the whole field from
the 1930's is Bakke's.

Mr. Bisiop. There is also a paper by Komarovsky.
Senator MOYNI HAN. Yes, and there is one other work of that

period. I went through the whole Department of Labor library, and
I remember only one other work.

Mr. BisioP. In Bakke's words, and this is speaking of a family
going on

Senator Mo'AYNIAN. Lazarsfeld has a research memorandum on the
family during the Depression.

Mr. Bwsimp. Speaking of the process of a family going onto wel-
fare during the 1930's and the husband's view of this, he says:

Every goal he seeks to reach as a normal worker recedes further from realiza-
tion when he turns to relief. Until that moment, he could In a measure realize
that even without current earnings, the efforts he made in the past in the role
of producer, 'a good provider or a good father' were still contributing to the
support of his family. But now he has made a public declaration of his failure
and no rationalization can quite cover up the fact that a reliefer is not among
the roles his associates respect.

Now, if that view of welfare and of the man's role exists in large
numbers of people now, then putting a two-parent family on a we -
fare program is no benefit psychologically to him and to his sense
of role in the family. That might be the thing that breaks the
family up.
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So, we don't know what it is. There are things that we can do to
attempt to figure out this thing. It is just that I suggest caution in
the interim.

Senator MOYNIHAN. Just for numbers, Leslie Lenkowsky has
done the arithmetic here. The part about the generous level, about
which you are talking here in these experiments, is 125 percent. That
is called the 125-percent level. The poverty level for a family of four,
is now $6,200. With benefits at 125 percent, that means a family of V
four would make $7,750, and with a 50-percent marginal rate of
taxation, a family would cut out at $15,000. That means that half
the families of the United States would be in the system which is
a lot.

Mr. Bisnop. Yes.
Senator MOYNIHAN. I used to be a great advocate of the children's

allowance. I first got into this business under President Kennedy
and it seems to me that the experience with it in Canada, shows that
it is in no way associated with dependency. It is associated with hav-
ing children.

Mr. BisnoP. Yes.
There are a number of ways of helping low-income families that

I think would avoid this effect. The principles you want to follow
are to keep the two-parent family away from the welfare office and
make the process of receiving the money automatic, and if possible
have it come in as part of the paycheck, build it into withholding,
which you could do easily with a children's allowance. So, you can
do it with a children's allowance, a jobs program in the public
sector, private sector jobs, either by subsidies to employers to pro-
vide jobs or the kinds of earned income tax credits which increase
the effective wage rates received from jobs. There is a whole raft
of ways of slotting supports to two-parent families that will not be
likely to have this kind of effect.

But here again, we can't be absolutely certain because we are not
sure of why it is that this is happening.

Senator MOYNIHAN. Dr. Bishop, you have given us extraordinary
testimony. It is among the most important testimony we have had in
a year and a half.

Let me ask you a few questions and then I will go on to some-
thing much larger.

You state, as have others, but not before this committee, that the
empirical evidence indicates that extending cash assistance to two-
parent families does not help keep families together and, indeed,
may have the opposite effect, even by comparison to AFDC, which
aides only one-parent families.

It seems to me that expanding public service jobs would help pre-
serve family stability only if those jobs were perceived as having a
degree of permanence leading to jobs in the private economy.

Do you have any evidence, or is there any evidence that this is the
case? In particular, do we have any information about the impact of
the CETA program on family stability?

Mr. Bisiiop. It should be done. At least, one could look at what the
associations are--though seeing causal relationships there would be
hard.
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I make the suggestion and very much agree that jobs programs
must be nonstigmatizing in order to have beneficial effects.

Senator MOYNIHAN. Nonstigmatizing.
Mr. Bisnop. Yes.
Senator MOYNIHAN. But in the Bakke work-the argument is made

that it is no longer 1936 and we are not all-
Mr. Bisnop. 'I he experience from the Depression, I guess--and we

have evidence from participant observation research done during the
Depression-they asserted in no uncertain terms that the wholeball-
game in the family changed when they received a WPA job.

Senator MOYNIHAN. Right, the whole male-female relationship.
Mr. Bisnop. Also, that WPA effectively reestablished the man's

role in the family and tended to solidify the relationship.
Let's go back to what WPA was like. WPA paid reasonably good

wages, and yet it was supposedly stigmatizing in the sense that, as is
asserted in the literature, that leaf raking and so forth is demeaning.
But in fact, when they paid good wages, they were attractive from
that perspective, though unattractive from the perspective of perma-
nence and unattractive from the perspective that they were con-
sidered by some to have a "make-work" element.

So, I think that a CETA program that pays reasonable wage levels,
which I think in the south can be the minimum wage, but in the
north, where costs of living are higher, it would have to be somewhat
higher and key the wage to cost of living or something like that,
would be desirable. You want to both pay reasonable wages from this
perspective. Secondly, you want as much as possible to integrate the
jobs into existing positions in Government, rather than having a very
segregated program in which people are identifiable.

Now there are other reasons for wanting to worry about high wage
rates in CETA in a welfare-type program because it ends up making
it harder and harder to provide a job guarantee, which I think is a
very attractive thing for this society to do. It would be desirable to
be able to say that anyone with children who wants to work will be
provided a job. I think that is the best thing about the President's
proposal. I think he has put something on the agenda for us as a Na-
tion that we are capable of doing. But we can't do it if we offer $6 an
hour jobs. We can't even-do it if we offer $5 an hour jobs.

We just have to decide about this. It is a tradeoff between offering
a job guarantee and how attractive those jobs are.

So, the best way out, I think, is to see that a public sector job
guarantee is a sort of last resort, but not see it as the major method
of creating new jobs, and to stimulate the private sector to create
jobs by partial subsidies of increased employment either--

Senator MoYNImN. We may not have as much of an unemploy-
ment problem in the mid 1980's as is expected. The demography
works with us. For a long period it worked against us. Eight years
ago I wrote that the dependencyproblem would drop off in the early
1980's, just as a function of demography and of the population at.
risk.

Would you think that the program for better jobs and income, as
it is now drafted, and with its negative income tax, is a good idea?

32-925--78-----18
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Mr. Bisiop. I am afraid that I don't support the negative income
tax component of it.

Senator MOYMIAN. You have made clear your view on the employ-
inent side, though.

Mr. Bisior. On the employment side I think it is good. So I go
more in the direction of the Baker-Bellmon and Ullman proposals
have. 1 think to a certain extent those later proposals reflect not so
much different views but a longer time to think about things. Even
there, I am not sure what should be done for two parent families of a
guaranteed type. I am not sure-for instance, Baker-Bellmon pro-
Posed mandating AFDC-U. I am not sure that is a good idea.

Senator MoY.N,,JAX,. I think that is quite right.
Mr. BisiioP. Cashing out food stamps is not such a good idea, I

think.
So, I am very uncertain. I just don't know what are the likely con-

sequences for families. Therefore the thing I am pretty sure is not
going to have bad effects for marriages but will help out a lot of poor
people is a jobs oriented and earned income tax credit oriented ap-
proach to helping two parent families. What you do for single parent
families-I think that decision can be made with regard to mainly
how generous you want to be for them. I don't think the evidence is
strong enough that being generous in AFDC causes families to break
up, that we need to hold that as a very, very strong consideration
when we decide how generous AFDC should be.

Senator MOYN-IJAN. Now wait a minute. Would you say that over
again from the beginning? What should we think about when we de-
cide how generous AFDC should be?

Mr. Bisiop. How generous AFDC is is basically a choice between
the interests of the children in splitup families. The more you pay,
the better off those kids are. On one side you have that. On the other
side there is the fear that you may be causing some women to work
less and some marriages to break up.

I am saying that the evidence for a generous AFDC breaking up
marriages is not so strong that it needs to be a terrifically major
consideration.

Senator MOYNIrHAN. Is it strong at all?
Mr. Bisiop. It is inconclusive in my view.
There is one study that got a big effect and that was statistically

significant. All the other studies got either negative effects, effects
that go the wrong way, or else they were rather small and barely
significant.

Senator MOYNIIAN. Which is the study that got a strong effect?
Mr. BisiiP. The study using-and as always, all studies have prob-

lems-a study using the Michigan data, in which dummies were in-
cluded in the model for whether or not you were in a State with high
or low AFDC payment level. States with high payment levels had a
higher split rate.

I would say that the burden of the evidence is that there is an in-
crease in split rate. But it is not all that large. It is not of the magni-
tude that we get from the experiments. These are really big increases
in split rates, whereas the size of the effects in these other studies are
rather small--except for the one study by Hoffman and Holmes, in
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which dissolution rates rose from 3.8 percent to 10.6 percent. That is
the only one that gets anything really large.

The study by Marjorie Honig found that if you doubled the AFDC
payment level in 1970, you would increase the split rate by only about

percent-not 7 percentage points, but by about 7 percent.
Senator MOYNIHAN. Let me ask you this. You say that you would

not support the income maintenance aspects of the President's pro-
gram. You don't feel they are supported by evidence.

Mr. Bisior. Yes .-
Senator MNOYNITAN. The things claimed for them do not seem to be

so.
Mr. Bisiop. But the earned income tax credit portion is good.
Senator MOYNIHAN. Yes, I understand.
Why do you suppose the administration then made this proposal?

It certainly was aware of this research.
Mr. BisiioP. I think you would have to ask administration wit-

nesses that.
To be philosophical about this question, I think w e tend to make

policy based upon a conventional wisdom as to what is the case about
the world. I think it has been part of the conventional wisdom to-

Senator M1OYNIJIAN,%. But that's not, why we asked Dr. Aaron to
come from the Brookings Institution. He is a smart fellow. He wrote
a book about this.

Mr. BisnoP. Well, when I talked to staff people from this commit-
tee a year ago, they were surprised. They hadn't heard of it.

Senator MAOYNIIiAN. Dr. Bishop-
Mr. Bisnop [continuing]. And when I talked to him-
Senator MOYNIHAN. Dr. Bishop, please. We want to have a tran-

script today. Please slow down. I will listen to you.
A year ago this data was clear, as you have demonstrated it today,

is that so? IThen did it become available? Did the American Journal
of Sociology have a paper about this?

Mr. BisHop. Yes. It came out about a year ago now. The key report
from the Stanford Research Institute, I think, is the one which tested
for attrition bias, and that was completed in March or May, 2 years
ago.

So, the key report came out 2 years ago. So it was available during
the process of decision. But, you know, people perhaps disagree with
my interpretation of it, I don't know. There are reasons why you can
say that the experiments are unique and they don't really replicate
the way we run a national welfare program. -

Other people might feel that it is not undesirable to increase the
split rate.

Senator MOrNIIAN. That's right. That was a very fashionable view
in the 1960's, I think.

Well, you don't have to comment, but had the data been wholly
confirming of the proposal, you may be sure that there would have
been nothing the matter with the experiment. That is a familiar
phenomenon.

This leaves us in a bit of a fix, doesn't it?
Mr. BisHop. Well, it does in the sense that it means that a proposal,

into which a lot of work was put, is a bad idea and we should go an-
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other route. But I don't think that we are without policy options. In
fact, I think that attempting to push a negative income tax has really
been swimming against the stream of American views on things, and
it may not as a political decision, have been a wise choice when one
wanted to help poor people.

I think a poicy of the kind that Humphrey proposed in the debates
with the Senator from South Dakota-

Senator MOYNIHAN. Senator McGovern I
Mr. BisHoP [continuing]. Which was more concerned with jobs was

easier to sell politically and I think may have been a better way to go.
The kind of proposal about which I'have been talking in terms of

an hourly wage supplement, a modification of the earned income tax
credit, has not received nearly the study and analysis that negative
income tax has. But there have been articles published in the eco-
nomics literature showing, using sophisticated models, that it is a
better way to go.

On the frontiers of economic theory it has been shown that we can
get closer to a nondistorting tax or subsidy by basing it upon hours
worked, But it is not something that has permeated out into the entire
population. It has not become something that the editorial writers of
The New York Times and The Washington Post know about. This is
an education process that takes many, many years.

Keynesianism wasn't sold to the American people until around 30
years after it was sold to the economics profession.

Senator MOYNIHAN. Until after it stopped working. [General
laughter.]

Mr. BISnoP. Well, it worked for a while, from around 1962 to 1969.
Senator MOYNmAN. And that is about the time everybody started

agreeing with it. As a matter of fact, a Republican administration
came in and was Keynesian.

There is a problem of the migration of awareness, and you have a
pretty good example of it right now. About 15 years ago, the propo-
sition began to be put forward by people like me that something was
breaking up families, that some kind of institutional forces were be-
ginning to lead to family dissolution, and that there must be some
evidence there. It sort of settled on the welfare program as the thing
that did it.

But nobody believed that at the time. This was a pretty absurd
notion, and so, for 15 years, it was merely an argument. Now we have
reached the point where everybody knows it is true. But just at the
moment that everybody knows it is true, it turns out not to be so.

These ideas move more quickly now; but I can't imagine that it will
take more than 5 years for the point you have been making here today
to be accepted on its face value, and not to be assumed to have some
hidden agenda--or that there is a reason you are saying this which
you are not telling us, or that you are telling us something which is
not so for some reason which is important to a particular body.

Is there some general theory of family structure coming out of this
about alternate sources of income? Are there people working in that
field?

Mr. BisHoP. Until about a year ago I did not do any work in this
area. The institute was asked by HEW to write a report on family
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effects from what we have learned from the experiments and other
studies. They wanted a review paper. I was asked to participate in a
group to work on it.

It was through that process that I got interested and involved in
this.

At the university was a social psychologist named Elaine [Wal-
ster] and her husband, who wrote a memo for the group. They made
the argument from their perspective that jobs would work better for
marriages than would cash assistance. It was along the Bakke lines.
It considered that most families have traditional views as to what is
the man's role, that is, to be the provider; that having the Govern-
ment step in and become the provider of last resort in a family takes
away that role, and that is not considered equitable by the family
members; that it changes the relative power distribution in the fanu-
ly and results in him not being perceived as living up to the expecta-
tions that were had for him when the couple originally got married.

Now, that kind of perspective comes naturally out of social psy-
chology and out of the literature of the Depression and out of social
work, maybe, and sociology. But it is not the kind of perspective that
normally comes to an economist. It took the interaction ,vith other
people, you know, on my part that started convincing me that that
way of looking at things was perhaps quite important. That way of
looking at things is actually consistent with the data, but it is not
proved. It is possible that there are other explanations for these
results.

But that way of looking at things does suggest and would immedi-
ately lead one to expect that a cash assistance program that came as
part of welfare would tend to destabilize the marriage of working
class people.

Senator MOYNrHAN. Let me say that my original research on this--
my first research, how original it was no one need say-was done in
1963-4, when I was Assistant Secretary of Labor under President
Kennedy. The exact situation, is worth recording for this record. Un-
employment had been a major concern of the administration in the
first 2 years and the Labor Department's concerns were very high on
the President's agenda. Then economic growth began to pick up, and
unemployment did not respond. But the interest in our problem
dropped off, and it became quite clear that unemployment had been
a surrogate for low economic growth. When economic growth picked
up, people stopped worrying about us.

Well, I set out to establish some other reasons for being interested
in unemployment besides GNP. I ran into this by a series of things.
Starting out with the presumption that Bakke was right, and some
hints in Lazarsfeld's research memorandum and then Komarovsky, I
began to look to see if I couldn't find a correlation between unem-
ployment rates and various rates of dependency and other social
difficulties.

As a matter of fact, I not only found them, but I found them at
extraordinarily levels of correlation.

But then I found them also to break up and disappear in the early
1960's, and that made me feel that my initial conviction about unem-
ployment wajs going to be interrupted. Clearly unemployment was
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getting better and dependency was getting worse, and I believed that
there was some sort of time problem.

But then we set up the Institute for Research on Poverty in Madi-
son, and I would have thought that my original sort of "social
sciency" concerns would appear there, and they never did.

You just said something to me which I was trying to explain to you
earlier-that we never got any answers to the questions we posed.
I guess if you ask the same questions 10 years in a row and nothing V
happens, you stop asking. Economists just didn't deal with that
line of concern, I guess.

Mr. Bisiop. That is the way an academic institution operates.
Every academic does his own tiing. That is a great thing, really,
because it allowed me to be able to air my views despite the fact that
there are a lot of other people disagree.

Senator MoYNmIA,. How how many people would -
Mr. Bisiop. People set. their own agenda as to what they are going

to do their own research on.
Senator MOYNlHAN. How idiosyncratic is your view about what we

have learned on these matters in these experiments?
Mr. BisrOP. Well, it is hard to characterize that. I think I am

slowly convincing people. I think most people agree that something
happened in the experiments, and there are some potential biases-in
fact, I was the one who found one of the biases. But basically the
quality of the research done by the people at SRI is very high. There
are arguments that can be made; for instance, against extrapolating
these results to a national program. Seattle-Denver's definition of
being married does not, necessarily coincide with having a legal docu-
ment declaring you are married.'It was determined by a response to
a question about whether you are living together and intend to live
together perpetually. So, it, is a self-definition of marriage which
covers common law situations. But those common law situations may
be more easy to disrupt than a formal institutionalized marriage.

So, there are ways that you can say maybe they haven't done this
yet. You can always say that it is noi totally conclusive.

I agree that it is not totally conclusive. As a scientist I would con-
tinue to remain a skeptic and say that I am not sure. However, if we
are considering making decisions that are going to put people, 40
million people, on a program similar to the experiment, then I start
getting very nervous.

An experiment provides so much better evidence than any other
way of studying a question. These experiments randomly assign fami-
lies to experimental and to control groups. This allows one to feel
that it was being on the experiment that caused the difference between
the two groups, whereas in all other types of research, you always
fear that your attempts to control for the other influences were im-
perfect. So, while we will assert in our articles that I have demon-
strated this or demonstrated that, there is a much higher level of
uncertainty about that kind of research than there is about this. and
that you have an effect that, is there in the raw data and that is not an
artifact of the way we have analyzed it.

Senator MOYNIHAN. That is a very impressive and persuasive state-
ment, Doctor Bishop.

[The prepared statement of Dr. Bishop follows:]
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STATEMENT OF DR. JOHN BISHOP

My name is John Bishop. I am an economist at the Institute for Research on
Poverty and co-principal Investigator of a study on the Potential of Wage Sub-
sidies funded by tht Employment and Training Administration of the Depart-
ment of Labor. My testimony, however, does not necessarily reflect the views of
either of these organizations.

Let me begin by thanking Chairman Moynihan and the members of the sub-
committee-for this opportunity to testify on the impact of welfare reform on
marriages.

In the short time I have I will not be able to offer all the details and scholarly
qualifactions I would like. I refer you to my written testimony for a more
extensive discussion.

A major objective of welfare reform is, and I quote from the HEW Press
release of a year ago, to "provide strong incentives to keep families together
rather than tear them apart, by 1) offering the dignity of usieful work to family
heads, and 2) ending rules which prohibit assistance when the father of a
family remains within a household."

The recent social science research on marital stability supports the proposition
that providing jobs and reducing unemployment will strengthen marriages. Un-
employment of the husband is a major factor in many marital dissolutions. If
the head of a low income family experiences prolonged unemployment, the
chances his marriage will dissolve rise from 8 to 24 percent if he is white and
from 12 to 30 percent if he is black. Cities with high rates of unemployment have
greater than average numbers of female beaded families.

For many years AFDC has been accused of causing marriages to dissolve. It
has been said that some men desert their wives in order to make their families
eligible for welfare. The evidence for these assertions is not very strong. But
even if it were, it does not logicily follow that "extending cash assistance to
two parent families" will "keep families together." There is no empirical sup-
port for thiki assertion. The best existing evidence suggests exactly the opposite
will occur.

The evidence I refer to is from the income maintenance experiments. In these
experiments, negative income tax programs similar to the Cash Assistance Com-
ponent of the Program for Better Jobs and Income in every respect except the
work requirement were actually tried out. Analyses of marital stability have
been published for three of the four experiments. In all three experiments, the
measured rates of marital dissolution were larger in the experimental group that
was receiving cash assistance than in the control group. In all three experiments,
no increase occurred In marital splitting in the most generous plan, while very
large increases In splitting occurred in the least generous plans. Since the
generosity of the low and medium support plans is similar to the cash assist-
ance component of the Program for Better Jobs and Income, this is especially
troublesome.

Compared to a control group that was eligible for the current set of income
maintenance programs--AFDC and Food Stamps-those on low and medium
support plans dissolved their marriages at a 70% higher rate. In the Seattle-
Denver experiment 30% of the black and 26% of the white experimental fami-
lies on the low support plan had split up within 2 years. The corresponding
rates of marital dissolution in the control group were 19% for blacks and 14%
for whites. The statistics I have Just quoted have been available for only two
years, so have not been subjected to the full scrutiny of the research community.
However, I have examined the work of the team which is analyzing this data
and have found it to be of high quality. The team has tested the sensitivity of
its results to various biases, and while the effects are smaller under some
assumptions, they do not disappear.

Support for these Seattle-Denver findings is provided by the other experi-
ments. In the Rural experiment conducted in North Carolina and Iowa, 12% of
the low support plan families split up while only 5% of the control group split
up. In the low support group of the New Jersey experiment, split rates rose from
12 to 23% for blacks, from 8 to 14% for whites and 14 to 25% for Spanlsh
speaking Americans. Also consistent with the Seattle-Denver findings is a recent
study of AFDC-U recipients in Alameda county, California. Within one year
20% of the AFDC-U cases had become AFDC cases by the dissolution of the
family. These findings suggest that if strengthening marriages is an objective of
public policy, expansions of welfare coverage to include two-parent families
should be approached with real caution.
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Cashing-out Food Stamps is likely to substantially Increase the participation
of tvro-parent families in that program. sincee cashing-out Food Stamps makes
it very mueh like the NIT plans used In. the experiments, this seemingly innocu-
ous reform may cause a substantial increase in rates of marital dissolution.

How tMen can government improve the financial circumstances of low-income
two-parent families without stimulating marital breakups? The answer would
seem to be to focus on jobs rather than cash assistance. Reducing unemployment
should get number one priority.

Reform of the welfare system should leave intact the obligation of a father
to support his children.

Programs that aid two-parent families should be as different from and as
segregated from programs that aid single-parent families as possible. Two-parent
families should be aided in a way that is not perceived as charity and that
requires no contact with the welfare bureaucracy. If possible the family should
be unaware it is being aided. Aid should arrive as part of the paychecks of the
family's working members.

A modified and liberalized earned income tax credit built into withholding is
one very attractive way of accomplishing this objective. The modification I
propose is to base the EITC on the number of hours worked as well as earnings.
If an individual worked at the minimum wage the refundable credit might be
$1.00 an hour. If he worked at $4.65 an hour the credit would be reduced to 50c
an hour. The size of-the EITC would decline as the nominal wage rises. This
type of proposal has already been considered favorably by your committee once
before. It was part of the Senate Finance Committee's substitute for President
Nixon's Family Assistance Plan. Compared to an EITC based on earnings alone
it has the advantage of stimulating rather than decreasing work effort. Like an
NIT, a generous EITO based on earnings alone causes a $30 to $60 decline in
earnings for every $100 of cost. An EITC based on hours worked that was
limited to primary earners would not alter the current labor supply. Extending
It to include wives might raise before subsidy earnings by $10 or $20 for every
$100 of cost.

A second way to solidify marriages is to generate a major reduction in unem-
ployment and raise the wage rates paid to the men and women who do not have
the protection of skills and a union card. Expansion of public service jobs is one
way to do this. The number of jobs required is in the millions not the hundreds
of thousands so the private sector must be enlisted as well. Targeted employ-
ment incentives, like the one that is part of the President's urban initiative and
the one in the Baker-Belmon bill, are highly desirable, Coverage however
should not be limited to youth. Adults meeting the CETA income tests should
also be eligible. Marginal employment incentives like the New Jobs Tax Credit
are also attractive tools.

Despite the fact that most of the firms eligible for a NJTC had not heard of it
before the end of 1977, enough firms had heard and reacted to cause a two to five
percent increase in employment in personal, business, repair and professional
service Industries. Econometric work I have been doing suggests that wholesal-
ing may have responded as well. For retailing the results are inconclusive. The
new jobs tax credit seems to have been a major stimulus to the formation of
new firms. The number of people starting small businesses (both corporations
and proprietorships) has been unusually high recently and employment in these
newly formed businesses has been rising rapidly.

In choosing and designing programs we must never forget that it is the dig-
nity of the Individual that is our ultimate objective. The role of provider for
those they love is a fundamental part of the self-concept of most adults, males
and increasingly of women as welL Government policy should have as its first
priority helping the Individual to achieve success in this self-defined role.

Jos, CASH TKANSFmCS, AND MARITAL INSTABUzT : A REVIEW OF THE EVIDENCE

-- (By John Bishop)

A major objective of the executive branch's welfare reform package is to
"provide strong incentives to keep families together rather than tear them apart,
(1) by offering the dignity of useful work to family heads and (2) by ending
rules which prohibit assistance when the father of the family remains within
the household." (White House Message, August 7, 1977)
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To what extent are the claims that welfare reform will stabilize marriages
supported by the results of recent social science research on marital stability?
The conclusion is that while there is strong empirical support for the first claim-
that providing jobs will reduce instability-there Is none for the second. In
fact, the best available evidence is that expanding eligibility for welfare to
Include two-parent families will increase marital splits rather than decrease
them. This evidence has been available for only 18 months and, therefore, has
not yet been subject to the full scrutiny of the research community. However,
decisions about income maintenance policy are being made now. Consequently
Congress and the public must be made-aware of the current state of the social
scientific knowledge about the likely effects of universal income maintenance on
marital stability.

If keeping families together Is an objective, the policy implications of these
findings are that President Carter's emphasis on providing jobs rather than
stipends is correct and needs to be carried further. Intact families with an
able-bodied worker should be aided by providing jobs and by raising their after
tax earnings not by putting them on welfare.

The jobs component of the Program for Better Jobs and Income (PBJI) Is
designed to provide an effective guarantee of employment to heads of families
with children. This is to be accomplished by creating 1.4 million public service
jobs and assigning heads of families with children priority in any queue that
may develop in the application for these jobs. Tax relief would be extended to
families with low earnings by liberalizing the earned Income tax credit. Work-
ers in private and nonsubsidized public employment would continue to receive
the current 10% credit on earnings up to $4000 a year and would, in addition,
receive a 5% credit on earnings between $4000 and the family's tax threshold
(roughly $9000 for a family of four). If implemented, these components of PBJI
will accomplish the double purpose of eliminating Involuntary unemployment
and raising the take-home pay of workers in low and middle income families
witf- children. The results of half a century of social science research support
the proposition that accomplishing these objectives will help keep families
together.

1. EVIDENCE ON THE EFFECT OF UNEMPLOYMENT AND THE EARNINGS OF
HUSBANDS ON MARITAL STABILITY

The classic studies of the impact of unemployment on marriages are the
studies of adjustment to long-term unemployment during the 1930s done by
Bakke (1940) and Komarovsky (1940). A pattern of progressive deterioration in
the husband's authority and involvement in family ritual was common? When
family heads were able to obtain work relief, the process of disintegration was
arrested. Bakke concluded, "lThe Job of the head of the family provides not
only an Income but a social role for which there is no adequate substitute in a
working class culture [Quoted In Stone et al., 1975, p. 1481."

One of the best ways to study maritaldisruption Is to follow a large sample of
couples over a long period of time and examine how characteristics measured
early in the marriage relate to later disruption. Two large nationally representa-
tive data sets of this type currently exist: the Panel Study of Income Dynamics
(PSID) and the National Longitudinal Survey (NLS). Hoffman and Holmes
(1976) found that in the PSID when no other variables are controlled marital
dissolution measured over a 7-year period Is negatively associated with the
husband's hourly wage and average hours of work per week. When, however, a
great number of demographic and other economic variables were controlled (in

I Numerous studies have also found an inverse relationship between the occupational
status of a male and his probability of becoming or having been divorced. The Duncan
SES score of the husband's occupation at time of marriage has a strong negative re-
lationship with marital instability (Bumpass and Sweet, 1977). Holdinr ae at mar-
riage, education and religious of both spouses, whether wife's parental faml was In-
tact, wife's residence (region and farm) while growing up, previous marriage, and
time since first marriage constant at their means, a decrease In BI8 of the husband's
job at marriage from the top to the bottom quintile raised the probability of a split
from .07 to .17 for whites and from .17 to .87 for blacks. While studies that relate

a marital Instabillty to the occupational status of the husband are consistent with the
hypothesis that-alsing the husbands' after tax earnings will encourage stability, they
do not prove it. FEvidenco in needed from studies that relate husbands' income to marital
stability while occupation is controlled. Evidence on this issue Is provided by Cutright
(1971). He found that the likelihood that an evermarried male Is not living with his
first wife has a strong inverse relation to income and is unrelated to occupation when
income Is controlled.
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eluding home ownership, savings, hours worked and unemployment), the wage
rate no longer had a consistent effect. Hours worked had an important though
curvilinear effect. Husbands working 48 hours per week were found to have the
lowest split rate with significant increases in splitting occurring for those work-
ing more than 60 or less than 40 hours a week. Husbands who had recently been
experiencing unemployment or high job turnover were more lkely to experience
a ffndrital dissolution. Owning a home and having substantial savings lowered
the probability of separation. These results suggest that it may be the stable
life style (as reflected by owning a home and having substantial savings) made
possible by-a husband's high wage rate that contributes to stable marriages.

The Sawhill et al. (1975) analysis of PSID data obtained similar results. If
the husband in a poor or near-poor family had experienced serious unemploy-
ment problems, the probability of a separation over the next 4 years rose by
more than 16 percentage points. A typical low-income white family's probability
of dissolution rose from 7.6% to 24%. The typical low-income black family's
probability of dissolution rose from 12% to 30%. Declines in income also caused
statistically significant increases in marital dissolution.

Cherlin's (1976) study of marital separations of 30- to 44-year-old women in
the National Longitudinal Survey also found that marriages were more stable
when the husband worked throughout the year and/or had a high wage rate.
Moore's (1977, p. 80) study of marital splits over a four-year period using the
National Longitudinal Survey's sample of young women (14 to 24% in 1968)
also found the likelihood of a marital separation was higher when the husband's
earnings were low.

The evidence for the proposition that families whose head experiences unem-
ployment are more likely to split seems quite strong. Will a reduction in unem-
ployment caused by an economic boom or government created jobs reduce rates
of marital dissolution as well? The doubter may argue that the correlation of
unemployment and marital splits across individuals is dif--to some third factor
(for example, a violent temper) which is not controlled in the studies cited
above. For-example-, if-violent tempers are the cause of the observed association,
giving jobs to the unemployed will not save their marriages. One way to test
this omitted factor hypothesis is to examine whether there is an association
between the unemployment rates and male earnings opportunities in the com-
munity and indicators of marital disruption in that community. Presumably the
Incidence of men with the key omitted characteristics (such as a temper) is not
the cause of or highly correlated with variations across cities in the unemploy-
ment rate. Therefore, an association at the community level of higher unemploy-
ment rates and lower male wage rates, with higher rates of marital dissolution
would provide strong evidence for the existence of a causal relationship.

Three studies of rates of female headship for large geographic areas are avail-
able and all find that unemployment, and the ratio of male to female wages, are
quite important. Rates of marital dissolution are not available by geographic
area, however, so we must work with the best proxy available. It is not neces-
sarily a disadvantage to analyze variations in rates of female headship because
they are of great intrinsic interest. Besides reflecting differences in marital dis-
solution rates of families with children, they reflect differences in remarriage
rates, differences in the likelihood of having a child out-of-wedlock and keeping
the child, and differences in the likelihood for the mother to live with her own
parents.

Honig's studies (1974, 1976) of rates of female headship in 44 metropolitan
areas found that, controlling for the characteristics of the AFDC program, rates
of female headship of whites and blacks in 1960 and 1970 fell when males earned
more. Higher unemployment rates increased the female headship rates of whites
in 1970 and of both races in 1960. Using states as observations, Minarik and
Goldfarb (1976) obtained similar results for male wage rates. The unemploy-
ment rate had a positive coefficient but it was not statisticaUy significant.

Strong impacts of unemployment rates and male wage rates on marital in-
stability have been found in Ross's study (1975, p. 216) of female headship rates
in the low-income areas of 41 cities in 1970. Holding the male/female wage ratio
and AFDC program characteristics constant, she found that doubling of the
median weeks of male unemployment raised white female headship rates by
55%,-iTaftesofeinale headship for black women did not respond to the unem-
ployment variable. A 10% rise in the median income of intact families lowered
rates of female headship by 7%.
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The final piece of evidence on the impact of local unemployment rates is pro-
vided by Caldwell's (1977, p. 803) study of dissolutions using the young NLS
women. He found that living in an area with high unemployment caused a
statistically significant rise In the marital split rate. The yearly rate of marital
disruption, which averaged 6.7% in this sample, was predicted to rise to 7.7%
if the local unemployment rate was 2 points higher than average.

What then will be the impact of the jobs component of the welfare reform
package? The Jobs component will assure all families with children a job that
will yield a minimum income 13% above the poverty line of a family of four.
Since these jobs will carry low wage rates, their primary impact will be on
unemployment not on wage levels. All the studies whic%, entered a local unem-
ployment rate into the analysis (Caldwell, 1977; Honig, 1974; Ross, 1975; and
Minarik and Goldfarb, 1976) have found that generally tight labor markets
were associated with fewer marital dissolutions or lower rates of female
headship.

The stabilizing effect of a general reduction in unemployment will be ac-
centuated by the fact that "if there is more than one adult in the family, this
job or training slot will go to the family's principal wage earner. The principal
wage earner will be the adult who had the highest earnings or worked the most
hours in the previous year." (HEW News Release, August 6, 1977.) In two-
parent families this will typically mean that the husband will be provided the
job. Priority is given to providing principal wage earners a job because it is
felt that families whose principal wage earner Is unemployed have the greatest
need of help. There is only a limited number of Job slots; therefore, giving all
wives a similar priority in the queue would result in some of the neediest fami-
lies not receiving any job offer. By giving priority to ending the unemployment
of family breadwinners, the jobs program will have the additional effect of
stabilizing marital relationships. The impact of the liberalized earned income
tax credit on marital stability is harder to predict. This issue Will be discussed
at the end of the section on cash assistance.

2. TIE EFFECT OF MAKING WELFARE PAYMENTS TO INTACT FAMILIES

The second aspect of welfare reform that is supposed to encourage families
to stay together is the expansion of coverage to include intact families with able-
bodied adults. Currently, most low-income two-parent families are ineligible for
the Medicaid and AFDC support that similarly situated one-parent families
receive. It is not unusual for the earnings of a father to be less than the value
of the Food Stamps, AFDC, and Medicaid his family would become eligible for_
if he were to desert them.

While it-may seem only logical that these perverse incentives should increase
marital instability, the empirical evidence for the proposition is by no means
secure. Ronig (1974, 1976) found a positive relationship between the level of the
AFDC payment and rates of female headship for blacks and-whites in both
1960 and 1970. The effect is not statistically significant for blacks in 1970, how-
ever, and its size is small. A doubling of the AFDC payment increased the num-
ber of female heads by only 6%. Ross's (1975) study of female headship in low-
income neighborhoods has also found positive and statistically significant im-
pacts of AFDC payment level on blacks but not on whites. Studies that use
states rather than metropolitan areas as observations (Minarik and Goldfarb,
1976; MacDonald et al., 1977) have found nonsignificant negative effects of
higher AFDC payments on female headship.

Analysis of PSID data has also failed to produce-conclusive result& Hoffman
and Holmes (976) found that in states with high benefit levels the dissolution
rates of low-income couples rose from 3.8% to 10.6%. This effect is substantially
larger than those found by anyone else. Sawhill et al.'s (1975) logit analysis of
disruption during the first 4 years of the PSID found a statistically significant
but small effect of AFDC payment level.' While two-thirds of the studies found

'The Unear probability models estimated using OLS get nonsignificant positive co-
efficlents. Logit models are better for testing hypothesis, however, so the statistical
significance of the coefficient in the logit model i given greater weight. Part of the
reason for the smaller effect in Sawhill et ai.'s (1975) analysis is the addition of a
set of four regional dummies for each race. 'This reduces the Independent variation of
the AF'DC payment variable and therefore the statistical significance of coefficents
that will be obtained on the AFDC variable. It would be desirable to control for other
characteristics of location like wage rates. Entering dummies for region, however.
gives no clue as to what it is about the region that causes observed differentials.
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a positive effect of AFDC payment level on marital Instability Indicators, only
one of these studies found the effect to be large using recent data. Thus, while
there is some support for high AFDC payment levels being a marriage de-
stabilizer, there is very little support for its being a powerful destabilizer.

Even If providing female-headed families with an adequate level of support
does cause an increase in marital instability, it does not follow that "ending
rules which prohibit assistance when the father of a family remains within the
household... [will] ... keep families together." (HEW News Release, August
6, 1977) There is no empirical support for this assertion. The best existing evi-
deiqce suggests the opposite will occur.

In many states two-parent families with an unemployed head are already
eligible for cash assistance from the AFDC-UP program. The primary purpose
of this program is to reduce the incentive for families to split up in order to get
AFDC. There is, however, no evidence that this program has reduced marital
Instability. A study of the AFDC caseload in Alameda County, California (Wise-
man, 1977) found that 22% of a 1972 sample of mothers in two-parent families
receiving AFDC-UP assistance were on AFDC for absent or disabled fathers
before the end of a year. Wiseman reports that almost all these transfers from
AFDC-UP to AFDC status were due to a dessertion.' These rates of dissolution
are substantially higher than those experienced by two-parent low-income fami-
lies that are not on AFDC-UP. The yearly rates of dissolution In the control
groups of the Income Maintenance Experiments were 4% in New Jersey and
5-10% In Seattle/Denver. The 4-year dissolution rates for poor and near-poor
couples In the PSID were 7.6% for whites and 12.1% for nonwhites.' Since the
families that apply for AFDC-UP are not a random sample of all low-income
families, this data does not prove that AFDC-UP caused the higher disruptiou-_
rates. These results are, however, consistent with the findings of other research
(to be presented shortly) that extending welfare to include two-parent families
will increase rather than decrease marital instability.

Since many states do not have an AFDC-UP program, another way of examin-
ing the effect of AFDC-UP is to enter a dummy variable for the presence in the
state of an AFDC-UP program in models predicting aggregate indicators of
marital disruption. Three studies of female headship rates (Ross, 1975; Minarik
and Goldfarb, 1976; Honig, 1976) have done this. Since the number of families
receiving AFDC-UP aid is small even in the most liberal state, large Impact is
not to be expected. Where estimated separately by race, Impacts are positive for
blacks and negative for whites. The Minarik and Goldfarb estimate of AFDC-UP
impact for both races combined is positive. In the three studies only one of the
coefficients is statistically significant, however. This coefficient (Honig, 1976)
Implies that female headship among blacks increases by 15% where there is an
AFDC-UP program. As expected, the results are not conclusive.

8. ZVI DNCK FROM THE NEGATIVE INCOME TAX EXPERXMENTS

The best evidence on the likely impact of extending cash assistance to two-
parent fa-mlies on marital stability is provided by the negative Income tax
experiments. In these experiments negative income tax programs that are very
similar to the cash assistance component of the Program for Better Jobs and
Income were actually tried out. Families were randomly assigned to experi-
mental and control groups. This is a major advantage. It means that if statis-
tically significant non-artifactual differences are found between the experi-
mental and control groups, it is possible to make the inference that being placed
on the plan passed the difference. While better than any other kind of evidence,
the experiments are not perfect. Ambiguities of interpretation may arise from
small sample size, differential attrition- of families from the experiment, and

U Some transfers from AFDC-UP to AFDC occur because one of the parents develops
a disability. This source of overestimating the split rate is likely to be ,more than
counterbalanced by the failure to measure splits occurring among the 46% of AFDC-
UP families whose cases close v,4thin the year. Also, a separation that does not result
in a mother returning to the welfare rolls somewhere in California does not get counted.

' AdJustins for the higher split rates that are typical of California would not eliminate
the -!,crepancy. The proportion of white 85- to 44-year-old ever married women who
are separated or have at one time been divorced i 89% greater (.28/.8)In the Ran
Francisco SMSA (which includes Alameda County) than nationally. For blacks this
proportion ..Is 28% greater (.497/.888) than nationally. Raising the PSID tour-year
split rates by these percentages would still leave the predicted four-year split rate for
low Income couples at 10.59 for whites and 15.5% for nonwhites. About 44% of
Wiseman's, (1917) AFDC-UP sample was black.
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imperfect methods of measuring marital dissolutions. The families are promised
only 8- years of payments and are studied only for that period of time. Conse-
quently, predictions about the short- and long-term effects of a permanent pro-
gram are necessarily extrapolations. After the basic findings of these experi-
ments are presented, the likely direction and size of the biases created by these
and other problems will be assessed.

TABLE L-MARITAL DISSOLUTION RATES IN THE NEGATIVE INCOME TAX EXPERIML iTS

Iln percent

Whites Blacks Spanish

Nw Jerey (3 yr)1:
Control ----------------------------------------------------- 7.5 11.6 13.9
All financial ------------------------------------------------- 6.7 14.5 20. 1

Low support --------------------------------------------- 13.8 23.3 25.0
Meduim support..--------------------------------- 7.2 10.7 24.1
High support -------------------------------------------- 4.1 15.2 14.5

Number of control objectives ---------------------------------- 1 59 155 108
Number of financial objectives --------------------------------- 209 193 144

Denver (30 mos.)$:
Control no income report form --------------------------------- 11.2 26.7 13.0
Control with income report form --------------------------- 13.4 16.4 20.6
Low support ---------------------------------------------- 24.8 31.2 25.9
Medium support --------------------------------------------- 15.8 29.8 1&.4
High support ------------------------------------------ 10.0 19.0 13.8
Number of control with Income report form ---------------------- 119 98 92
Number of financial objecites --------------------------------- 333 247 335

Seattli (30 mo)1: Rural (3 yr)I

Control ------------------------------------------------------ 14.6 15.5 4.8
Low support --------------------------------------------- 26.4 - 29.2 11.9
Medium support ----------------------------------- 19.0 27.9 4.1
High support ------------------------------------------- - 13.5 19.9 3.0

Number of control objectives --------------------------------- 351 296 336
Number of financial objectives --------------------------------- 359 256 280

- Sawhill at al. (1975).
Private communication from Lyre Groveld at the Stanford Research Institute. The author wants to thank the people at

SRI for their cooperation.
a Middleton and Mlas (1977).

Tf1ic'e 1. Farital bil5 hteft hties I& te Weptlvt leoe. Tax UerIrate

cotrol

Lw support
WIfd-- support

u5sh support

coetrol so SIk
ceirel vith 1
lac supper t
SilOW pert

hedo ae"oprt

ev Jerse (3 yios_

! ,,,I ,,,i ,,e.,

Settle ( mt.)

"e44s himet sittltl La tesa I Che 01 o e iar

-tA
Lotw s "Me

"Wive 6"wnViam ,q

%avl I 0ie .~g ,41 Alol 4 $16

is's



842

TABLE 2.-MULTIPLIERS FOR DISSOLUTION AND REMARRIAGE RATES

Seattle/Denver 24 mo Now Jersey
Whites Blacks 36 mo, al( Rural'•

With With Chicanos Sewhill Knudson 36 mo
Support level All children All children all et l.' et al.' all

Dissolution of marriages in-
tact at enrollment: I

Low ------------------ ' 2.27 '1.77 71.69 1.67 1.37 '1.9 1.79 3.0
Medium ................ 12.00 '1.75 '1.85 1.69 .81 1.3 1.64 1.14High .... ...... ]3 .3 14 .3 .5 lO IO 8Remarriage of those 1.32 1.03 1.45 1.43 .85 1.0 1.02 .85

as female heads: I
Low ----------------.8-----------. 85 . . .99-........ - 18 ..............................
Medium ------------- - .81 --------- 1.23 ---------- '.22 ..............................H i {h --------- ----- -- --.. .54 -- -- -- -- --. . 8 -- -- -- --. -- -- -- -- -- ---- ---- -- -- ------ --.. .Remarriage of all female

heads: a
Low-------. - 1.30 ---------- 1.29 ......... 1.51 ....................
Medium --------------- 1.10 ---------- 1.71 ----------. . .42
High ------------------ . 80 ---------- 1.17 ---------- '.22 ------------------------------

Expected proportion of women
in population like SIME/
DIM Ethat will be married
lIving with spouse: I

Control ----------- --. 65 -----------. 34 .......... .6 ......................
Low ------------------ .55 -----------. 31 -----------. 35 ------------------------------
Medium --------------- .54 -----------. 33 -----------. 48 ------------------------------
High ------------------ .53 -----------. 30 -----------. 36 ------------------------------

I Marital dissolution equations contain controls for: Normal income (6 categories), city, log of marriage duration, wife's.
age, wife's education splined at 12 years, wife's wage, husband's age, husband's education, husband's wage, wife/husband
wage ratio, number of children of different ages, family on AFDC prior to beginning of experiment.

2 Remarriage equations contain all of the above variables except those that refer to the husband's characteristic.
a The steady state equilibrium proportion married is m/m+d where m is the marriage rate and d is the dissolution,

rate. It assumes that the impact effect of going on the program occurs in the first 6 months and that the next 18 months
provide an estimate of the long run change in rates of dissolution. TakerfTrom table 3 of "Variation Over Time in the
Impact of SIMEMIME on the Making and Breaking of Marriages" by Tuma, Hannan, and Groenveld, February 1977.* The multipliers for New Jersey combine the effects of support level dummies and the payment variable in the linear
probability model of the full sample in table XII, p.68 of Sawhill at al., 1975. Average weekly payments were $34, $15.30and $7.70 for high, medium, and low guaranteed levels respectively.

'The multip;ers are derived from table 11:8 of Knudson Scott and Shore's analysis of transitions from nuclear to
female heade status using 3 years of quarterly data from the New Jersey experiment (Rees and Watts, 1978). The model
used is the one that controls ethnic group and income prior to enrollment and ignores interaction between plan and ethnic.
group. Logit coeflicients for no plan, low through high plans were -. 318, .358, .256, and -. 297 respectively.

'These multipliers are derived from the adjusted dissolution rates given in table I of Middleton and Haes's analysts
of the rural income maintenance experiment. Linear regression analysis was used to control for race, State, education,
length of most recent job, 1969 family income, family size, welfare status at pre, farm occupation of heed, age, nights igo
hospital, disability, net equity, and work at pre.1.10> p>.05.

:.055>p2.01.

Analyses of marital splitting have been published for three of the four
experiments. In all three the measured rates of marital dissolution were larger
in the experimental group than the control group. The unadjusted dissolution
rates for the control and experimental groups of each of these experiments are
presented in Table 1 and Figure 1. For whites In the Seattle/Denver experiment,
for instance_10% of the control group and 17% of the experimental group's
marriages had dissolved with 2 years-an increase of 70%. Among black
families, 15.6% of the control group and 23.3% of the experimental group's
marriages had dissolved within 2 years, also a 70% increase. Families on the
most generous plans apparently did not experience an increase In the rate of
marital dissolution. The cash assistance component of the Program for Better
Jobs and Income has a low guarantee, however, so it is the effect of the low
support plans in the NIT experiments that hold the greatest immediate policy
interest. In all three experiments, it was the group of families on the least
generous support plans that experienced the largest increases in the rate of
marital dissolution. Except for Chicanos, families on the low support plan
appear to have doubled their dissolution rate. These generalizations are based on
the support level multipliers presented in Table 2, which provide estimates of
the proportionate response of dissolution rates when the pre-experimental
characteristics of the family are controlled. For the low payment plan the
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increases in marital split rates are statistically significant in both the urban
experiments. They are not statistically significant in the Rural Income
Maintenance Experiment because the low incidence of marital disruption in
rural areas and the small sample size combined to produce only a limited
number of splits to study.

Could these increases in the incidence of marital splitting for people on an
NIT be produced by some bias in the mode of analysis? Longitudinal studies
always find that some proportion of the families originally chosen for study
disappear or refuse to cooperate with later interviews. Women who have
separated from their husbands have a stronger incentive to remain in touch
with the program if they are eligible for negative income tax payments. It has
been argued that as a result, attrition from the sample may be disproportion-
ately high for controls who change their marital status. If this occurs, rates of
marital dissolution in the control group will be understated and the increase
in marital splits due to the negative income tax experiment will be overstated.

Examination of data on attriters from the New Jersey Experiment, however,
does not support the hypothesis of an interaction between attrition, marital
dissolution, and being in the control group. A special follow-up interview of
the families that had attrited found no special tendency for control group
attriters to have a higher dissolution rate.5 Even if there is a strong interaction,
attrition alone cannot be responsible for the large experimental effects being
observed--in the Seattle/Denver Experiment. Hannan, Tuma, and Groenveld
(1976) have tested the sensitivity of the Seattle/Denver results to attrition.
Even under the worst case-the unrealistic assumption that all controls who
leave the experiment are dissolving their marriage and only a few of the
experimentals who leave the experiment are breaking up-significant positive
experimental impacts remain for whites and blacks. The decline in the support
multiplier produced by even these extreme assumptions imply that, in the low
support plans, instead of there being a 100% increase there is a 50% increase
in rates of marital dissolution.

The fact that all of the experimental group and only some of the control
group were filling out Income Report Forms (IRF) is another potential source
of bias. In Seattle/Denver the financial report form was one of three sources
of information used to keep track of changes in marital status. It is, therefore,
possible that some of the separations that last for only a few months might
be counted only when the financial report form is being filed. If this is the
case, rates of marital dissolution and remarriage in the control group will be
understated. This would cause the impact of the experiment on dissolutions to
be overstated and its impact on remarriages to be understated.

The Denver results presented in Table 1 and Figure 1 allow us to examine
whether there is a tendency for mofe marital status changes to be measured
when a family is filing an IRF. The average for all ethnic groups suggests that
while not having to file an IRF may undercount remarriages, it has no effect
on the likelihood of counting splits. If only families filing the IRF are used to
derive the effect of the experiment on marital dissolution, the measured-impact
declines slightly for whites and rises substantially for blacks. The impact of
the experiment on rates of marital dissolution of Chicanos-which has never
been statistically significant-is further reduced. The average of the point
estimates of experimental effects on splitting does not change. However, because
the effective size of the sample has been reduced, the statistical significance of
the result falls.

Knowing what happened in the experiments does not mean we know what
will happen if a similar change is made in the nation's welfare system. A
revision of the welfare system would be viewed as a permanent change; the

'The follow-up survey interviewed 36% of control group attriters and 45% of
experimental group attriters. The proportion of the women attriting from the low and
medium experimental plans who were no longer living with their husband when inter-
viewed was 29%. The corresponding percentage for the control group was also 24%
(Ioirier. 1977). While there is no evidence for an interaction, attrition rates are
higher In the control group and where attrition rates are generally high (as In Saw.
hill et al.'s (1975) examination of the New Jersey data, some bias may occur. Knudsen,
et al's (1977) methodology for analyzing the New Jersey data produces smaller at-
trition rates and is therefore less likely to result in biased estimates of marital splitting
differentials. Fach family is included in the analysis of quarterly changes in family
structure for as lone as there is data. A confounding of splitting and attrition occurs
only if it occurs in the same quarter and if both adults desert at the sme time.
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experiments were known by the participants to be temporary. One would expect
a permanent program to have a larger impact on marital stability than a
temporary one. Evidence for this hypothesis is provided by the fact that in
Seattle/Denver the impacts of the experiment on both white and black families
promised 5 years of payments are consistently (though nonsignificant) greater
than those on the plan for three years.

A second result of the short-term nature of the experiment is that we do
not know whether the effects observed over the first 3 years will continue in
the 4th, 5th, etc. years of a permanent program. It is possible that for families
that remain in the program, long-term effects will be much smaller than the
initial response. Over the first 24 months of the Seattle/Denver experiment
such a pattern was observed for whites. The opposite pattern--effects increasing
over time-was observed for blacks and Chicanos (Tuma et al., 1977). Even
if the impact of the program were to decline after 3 years, the turnover in the
population affected by the program (newly formed families, and families
experiencing a severe decline in income due to unemployment or sickness) will
insure that the induced rise in marital instability would not gradually disappear.

The final difficulty with using the experiment to predict the results of a
national program is that the experiments occurred within the context of an
exogenously determined general climate of opinion and customs about marriage.
Over time, a national program might change the customs and the climate. The
fact that something is more common may tend to lead us to believe it is more
acceptable. The possibility that a negative income tax might have community
effects that lead to changes in the work ethic has been discussed by Masters
and Garfinkel (1978). If a NIT were to have a large initial impact on marital
stability, similar changes in the community's attitude toward marriage might
follow.

4. WHY MARTAL sPLTING INOCRSED

Having dealt with the potential biases in the estimates of experimental effects,
let me turn to the interpretation of the results. Here one is on shakier ground
because while the experiments provide a hard to refute answer to the question
"Will marital dissolution rates go up or down," they only provide us clues as
to "Why."

The standard analysis of the marital stability response to a universal cash
assistance program suggests that there should be two contrasting effects. The
fact that the family is made better off while it remains together should reduce
marital instability. This income effect, as it is called, should be strongest in the
most generous plans. Split rates are lowest in the most generous plans so it
appears that at least across plans an income effect is operating. The second
effect results from the fact that the program also increases the Income of
one-parent families. By improving the financial situation of the wife if there
Is a split and reducing the need for child-support, the program may induce
some families to split. This female independence effect, as it is called, is also
presumed to be the reason why women who work and earn good wages are more
likely to dissolve their marriages. Evidence for the proposition that a female
independence effect is operating is provided by the high split rates of families
on a NIT plan but earning too much to receive a payment. The only way these
above "breakeven" families can receive significant payments from the program
is by reducing market work or splitting up. Splitting up seems to be one of
the responses.

The most puzzling thing about the experimental results is that women on
the low support plan are dissolving their marriages at a very high rate (relative
to controls) despite the fact that AFDC and Food Stamps combined (the pay-
ment option for controls who split) will pay almost as much or more in the
event of a split. Hannan, Tuma, and Groenveld (1977) suggest that transaction
costs involved in applying for AFDC and the stigma attached to receiving
AFDC and food stamps may result in these programs having much smaller .
famale Independence effects than the NIT experiment. In the New Jersey
experiment, however, Garfinkel found that when AFDO payments exceeded
experimental support, more than half of the splitting families chose to be on
AFDC and not the experiment (Garfinkel, 1974). This suggests that at least
some of the splitting women did not consider the stigma of AFDC sufficiently <1
large to outweigh the small financial gain Involved in being on AFDC.
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Hannan et al.'s (1977) other explanations of the puzzle focus on the Informa-
tion Impace of receiving income maintenance:

"Presumably some women with no welfare experience are unaware either of
the fact they would be eligible for welfare were their marriage to end or of the
levels of support available....

"We took pains to explain that income-maintenance guarantees apply outside
marriage." [p. 1189]

This Information may substantially reduce the perceived costs of a marital
separation. This information may "shock" the preexperimental equilibrium of
an unfilling marriage and "focus attention on the current situation and
heighten their sense of dissatisfaction." A second way in which the information
environment of experimental families was different from controls was they
were actually on a plan and gaining real-life experience with its rules. Making
monthly reports of income and receiving monthly checks (whose amounts vary
inversely with the earnings of the primary worker) may quickly make family
members "welfare wise." This experience with the high marginal tax rate may
lend the family to consider sheltering the primary earner's income by having
him split off from the rest of the family.

The third possible source of the high split rates of the experimental families
on the low support plans is that the receipt of income tested cash transfers may
lead to dissatisfaction with the husband's performance of his role and this may
accentuate marital Instability. The role performance interpretation asserts that
most working and middle class families have traditional views about the role
the husband is to perform. The husband is expected to be the breadwinner. If
he is not able to fulfill his role, marital tension results. The male role
performance explanation of marital -instability is one of the major themes of
the sociological literature on the subject. It is supported by the nonexperimental
research reviewed at the beginning of the paper. Families with an unemployed
husband or a wife who is providing a major share of the income are more
likely to be unstable. The Hoffman-Holmes (1976) finding that men working
48 hours a week had the lowest split rates suggests that the husband's wage
rate matters less than how hard he tries.

The role performance explanation of the rise in marital instability in the
income maintenance experiments is that the receipt of an income tested cash
transfer is viewed by some families as a signal that the husband Is a failure.
In Bakke's (1940) words:

"Every goal he seeks to reach as a normal worker recedes further from
realization when he turns to relief. Until that moment he could in a measure
realize that even without current earnings the efforts he made in the past in
the role of a "producer," a "good provider," a "good father" were still con-
tributing to the support of his family. But now he has made a public declaration
of his failure, and no rationalization can quite cover up the fact that a
"rellefer" is not among the roles his associates respect" [p. 255].

A second variant of this explanation suggests that since the program in-
creases the number and length of spells of unemployment, friction produced by
having the man around the house builds up into a split (Robins and Tuma,
1977).

The evidence for choosing the role performance explanation over the reduced
stigma or "learning how the system *orks" interpretation is rather sketchy.
Families where the husband's role performance is already threatened seem to
be the ones mast affected by being on the experiment. The proportionate increase
in marital splitting seems to be greatest when the family's pre-experiment
earnings are low and when the wife is well educated and is able to command
a good wage rate.

At present the three explanations--stigma, information, and male role per.
formance--of the unexpectedly high split rates in the low support plan have

4 The measures of role differentiation preferences and behavior In the Seattle/Denver
experiment should make it possible to examine some aspects of the role performance
explanation. The signal of failure hypothesis suggests there should be positive inter-
action between traditional views of the male's role on the part of the husband and
wife at pre-enrollment, being on the experiment, and splitting. The interaction should
be strongest in families where the male's role performance is already threatened. The
measure of traditional views of the husband's role must, however, be separated from
the general set of conventional views about the importance of marriage. The "Increased
unemployment" hypothesis suggests that the effect of the experiment on marital dis-
solution should be mediated by the husband's unemployment and reductions in hours
%orked per week.

82-925-78-----19
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the status only of hypotheses that are not yet contradicted by evidence. They
do not conflict with each other. It is likely that to some degree all three effects
are operating.

The weight assigned to each is important, however, because it influences how
seriously we view the splits that universal cash assistance may cause. Some
might view splits caused by a reduction of the stigma of being on AFDC or
greater awareness of opportunities for aid as giving the husband and wife the
option to sever an already bad relationship. In this view, the experiments are
not changing the basic quality of marital relationships, they are merely tipping
a few of the worst marriages into the divorce court.

An alternative view is that marital partners on the margin of dissolution
are already aware of the availability of AFDC, and that the impact of the
experiment is on marital interaction. Providing a convenient alternative to
working out the problems that arise may in some families induce one or both
parties to reduce their investment in the relationship. Most marriages have their
good times and their bad times. Adjusting to shocks to the marriage's equilibrium
requires effort and forbearance on the part of both husband and wife. If either
the husband or wife stops making the effort to communicate their needs and to
adjust to the changing needs of the other, their relationship will tend to
deteriorate and may eventually dissolve. The evidence that is available to us
now does not allow us to choose between these two views.8

The role performance interpretation implies that in some families cash
assistance disturbs a previously existing equilibrium and starts in motion a
chain of events that leads to a dissolution. Some families will reject the notion
that cash assistance is a sign of the husband's failure, others will respond to
cash assistance by adopting a less traditional view of the husband's role in
the family. Still other families will split apart. How seriously one views a
government policy that might have as a side effect promoting such-a chain of
events depends on one's values.

The consequences for the children of an income maintenance induced divorce
are hard to assess. Holding constant race, family origin, parent's education and
occupation, the average child who grows up in single parent or step parent
families spends roughly seven-tenths of a year less in school and obtains jobs
that pay about 10% less (Featherman and Hauser, 1978) The experience of
the marginal child may be different, however. It has been argued that a marital
dissolution induced by reducing the stigma of AFDC will not hurt the children
nearly as much as the averages quoted above. It might, in fact, help children.
Social science does not know the extent to which children are hurt by this type
of marital split aud is unlikely to be able to find out, for we will never do the
controlled experiment that would be necessary..

A fourth explanation that a male independence effect might be operating if the men
who split from their families receive substantial payments from the program while
living singly or as heads of a new family. When a man in the experiment remarries (or
starts living with another woman and reports it is permanent) his new wife and her
children become eligible to receive payments as well. This might seem to create a strong--
incentive for men who split from their first wife to quickly marry another woman, but
this does not seem to be happening. In the first 24 months of the experiment, only 18.6%
of the splitting men in the experimental group were observed to have entered a new
marriage. An almost identical 17.7% of the control group's splitting husbands were
observed to have entered a new marriage. Attrition rates are higher in the control
group, so correcting for imperfect measurement will raise the control group's new
marriage rate relative to the experimental group's rate. Further evidence for the ab-
sence of a male independence effect is the high attrition rates of splitting husbands.
Attrition from the study means one is ineligible for payments. Despite this, the attrition
rate of men for whom a remarriage or reconciliation were not observed was 58% in the
experimental group on the low support plan and 51% for the experimental group as a
whole. (Groenveld et al., 1977 and personal communication).

$ Questions on marital happiness and adjustment were asked in the Rural and Seattle/
Denver Income maintenance Experiments. Only the data from the Rural experiment
have been analyzed~so far. 31Tddleton and Haas (1977) found no statistically significant
association between being on the experiment and the mean changes of these scales.
Income effects should improve marital adjustment while reduced investments in the
relationship should worsen it at least for a few of the families. The net effect of the
experiment on the mean of these variables is indeterminate. If these scales do measure
what they purport to measure, the reduced investment interpretations of the marital
split results predicts that in the low and medium support groups there should be a few
families that suffered a severe decline in marital adjustment and thcre should be a
tendency for some of these families to split apart later. The "tipping the worst mar-
riages" interpretation Implies that in the experimental group there should be an
esp ially stronx tendency for the marriages with the worst marital adjustment at pre-
enrollment to spit apart.
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5. POLICY IMPLICATIONS OF FINDING INCREASES IN MARITAL INSTABILITY IN THU
NEGATIVE INCOME TAX

A finding that universal cash assistance will increase the rate at which
marriages dissolve has policy implications only if society decides that such an
outcome would be desirable or undesirable. The discussion that follows assumes
that society views as undesirable either the fact of the increase in marital
dissolutions or the increase in the cost of welfare that Would result from an
increase in the number of female-headed families.

Which interpretation one gives to the high rates of marital dissolution in the
low support plans of the experiments also affects how one might modify the
welfare reform package to reduce the number of marital dissolutions caused
by the program. If increased knowledge of the availability of income support
for the family if a dissolution occurs is the cause, segregating the programs
that aid two-parent families from the ones that aid single-parent families is
indicated. An earned income tax credit or wage rate subsidy would accomplish
this. If stigma is the major explanation, we face a truly intractable dilemma.
There would appear to be no way to make single-parent families better off
without creating more of them.

If the role performance explanation is a major cause, aiding the family
through jobs- and earnings-related transfers is the solution. The key is to aid
the family in a way that does not signal the husband as a failure or create
incentives for him to extend his periods of unemployment. The work require-
ment in the proposed program will tend to do the latter. The proposed program
could have an unfortunate signaling effect, however. One way to avoid the
chance that some may view the receipt of aid as a signal that the husband is
a failure is to construct the system so that the payments are received as part
of the worker's paycheck.

Two methods of subsidizing a worker's wages are available: earned income
tax credit (E1TC) and wage rate subsidies (WRS). Both would raise the
average after tax earnings of low-income families and both can be implemented
in an unobtrusive way by making the system a part of the withholding. A 10%
EITC of the first $4000 of earnings of families with children is already a part
of the tax code. By raising the EITC subsidy rate to 50% or more, varying the
amount of income that can receive subsidy according to family size, and
increasing the marginal tax rate in the cash assistance program, almost all the
two-parent families thnt would receive cash assistance payments under the
current proposal would instead be receiving the same dollars of Increased in-
come in the form of a higher paycheck. An example of how such an EITC
oriented program would work for single- and two-parent four-person families
is provided by Tables 3 and 4. (For a comprehensive description and analysis
of EITC's see Haveman et al., 1973.)

TABLE 3.-A COMPARISON OF WELFARE REFORM ALTERNATIVES FOR 4-PERSON FAMILIES WITH 1 MEMBER
EXPECTED TO WORK

Administration welfare reform Alternative I Alternative 11
Cash Earnings Cash Earnings Cash

assist- Total plus assist- Total plus assist- Total
Earnings ance EITC income EITC ance income EITC ance Income

,'- 0.-------. $2,300 $0 $2,300 $0 $2, 300 $2,300 $0O $2,300 $2,300
00-----2,300 100 3,400 2,000 1,400 3,400 1,500 1,800O 3,30022,300 200 4,500 4,000 50 4,5 3,000 1,300 4,3002300-------- 2,300 230 4,8 0 4600 230 4,830 3,450 1,150 4,6003,000----------2,300 300 5,600 5,0 0 5,440 4,500 80 5o300

4,000 ----------- 2,200 400 6,600 6,64 0 6,640 6,00 300 6,30D
5,000 ----------- 1,700 450 7,150 7,240 0 7,24 7,14 0 7,14

500 7,700 7,40 0 7,840 7,740 0 7,740
7,00) ---- 700 550 8,250 8,440 0 8440 8:340 08,000 --------- 200 600 ON 9V0 040 0 9, 040 8,4 0 893
9,000 ------------ 0 650 9650 ,640 0 ,.640 9,540 0 9,54010,00 ------------ 0 562 10562 10,480 0 10,480 10,380 0 10,380
11,000 ----------- 0 462 11,462 11,380 0 11,380 11,280 0 11,280

NOTE.-Alternative I: EITC matches earnings dollar for dollar up to cash assIstance guarantee for family expected to
niork (CAG). Above this level EITC-20 pct of the next $1,700. Above this the EITC Is taxed at 40 pet up to 4 times the
CAG, at which point the tax rate drops to 10 pet. Both earnings and the EITC are taxed by the cash assistance program.
The tax rate In the cash assistance program is 45 pct for those expected to work and 70 pet fr those not.

Alternative I1: The EITC Is 50 pctup to twice the CAG above which it is taxed at a 40 pet tax rate. Above 4 times the
CAll, the EITC tax rate is 10 pcL e tax rate in the cash assistance program Is 33 pet ftor those expected to work and
60 V1o: I'ose not expected to worL.
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TABLE 4.-A COMPARISON OF WELFARE REFORM ALTERNATIVES FOR 4-PERSON FAMILIES WiTH NO ON E EXPECTED_
TO WORK

Administration welfare reform Alternative I Alternative I

Cash Earnings Cash Earnings Cash
Earnings Assistance EITC Total and EITC assistance Total and EITC assistance Total *L

$0----- ........ $4,200 S $4,200 $0 $4,20 ,20 $4,200 $4,200
$1,000 ........... 3,700 100 4,800 20 800 4,00 1,5 3, 300 4,800

2,000 ........... 3,200 200 5,400 4,000 1,400 5,400 3,000 2,400 5,400
3,000---------2,700 300 6,000 5,440 392 5, 832 4,5 1,500 6, 000$4,000.......... 2,200 400 6,600 6,640 0 6,0 6,000 6 6,0 I
5,000 .......... 1,700 450 7,150 7,240 0 7,240 7,140 0 7,140
6,000 ........ 1,200 500 7,700 7,840 0 7,840 7,740 0 7,740
7,000-----------700 550 8,250 8,440 0 8,440 8,340 0 8,340

$8,000 ........... 200 600 8,800 9,040 0 9,040 9,940 0 8,94049,000.......... 0 650 9,650 9,640 0 9,640 9,540 0 9,540

Note.-See title 3 for descriptive for alternative I and II.

A Wage Rate supplement (WRS) is a government payment per hour of work
over and above the standard wage for a job. To be eligible for a supplement
a Job's standard wage would have to be equal to or greater than the minimum
wage. There would be an upper limit on the number of hours of work that
could be subsidized. (The limit would be somewhere between 180 and 210 hours
per month.) In a WRS the per hour payment is equal to some percentage (say
50%) of the difference between a target wage (TW) and the workers actual
wage (W). The general formula is WRS Payment = .5 (TW-W)(Hours

* Worked). To take a simple example, a worker in a minimum wage job (W =
$2.6 ) who has a target wage of $4.65 would be eligible for a supplement of
$1.00 an hour. If he works 160 hours in a month, he would receive $424 in
normal wages and $160 extra [.5(4.65 - 2.65) , 160] of wage supplement. If the
worker were to obtain a job with a higher wage rate of $3.45 the supplement
falls to $.60 an hour. His monthly supplement falls to $95 but his total earnings
including the supplement rise from $584 to $648 ($96 + $552). Like the EITC
the wage rate supplement can be designed to integrate well with guarantee-type
programs like Food Stamps, AFDC and the Cash Assistance component of the
administration's welfare reform proposal.!

Compared to an earnings subsidy, a WRS has the advantage of stimulating
rather than decreasing work effort, because it increases the monetary benefits
of working longer hours. Like an NIT, an EITC causes a $25 to $60 decline in
a family's earnings for every $100 of cost. Using the labor supply function
estimated for the Seattle/Denver experiment, Keeley et al. (1977, Table 12)
have calculated that a program costing $8 billion extra in 1974 would, because
of labor supply reductions, increase the income of target families by only $3A
billion. Masters and Garfinkel's (1978) simulation of labor supply responses
to NIT's and generous EITC's imply that for every $100 spent family incomes
go up only $60 to $75.

A wage rate supplement has very different impacts on labor supply. If it Is
limited to primary earners it will leave labor supply unchanged. Extending It
to include wives will raise before subsidy earnings by 10-20% of the amount
paid out in supplements. As a result an $8 billion WRS program would
(depending on coverage) raise the income of targeted individuals by $8 to 9.6
billion rather than $3.4 billion.

So far, all that has been claimed for earned income tax credits and wage
rate subsidies for families with children is that they can transfer an equal
amount of income to a family with a working head without having marital
destabilizing effects as serious as welfare or cash assistance. Is the benefit
only the disruption of fewer families than the administration's cash assistance
proposal or can it be claimed that introducing an EITC or WRS into the
current environment will reduce marital instability below current levels? In

b How a WRS wo"Id integrate with other income maintenance programs ia discussed
by Lerman (1974) and Bishop and Lerman (1977). Its impact on labor supply in both -
parttal and general equilibrium models has been discussed in Kesselman (1969), Lerman
et 0i. (1974), Bishop (197a) and Masters and Garfinkel (1978). Ita administrative
advantages are discussed in Bishop (1977b).
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order to make predictions we nee l to make assumptions. We have argued
above that if eligibility determination is handled outside the welfare bureauc-
racy and payments made through modifications in the withholding system,
there will be no announcement effects from receiving the subsidy and the extra
Income will be treated as if it came from a tax cut or wage increase. The
argument of the next two paragraphs assumes that the EITC or WRS does
have this character and that, consequently, by equating its effect with an
equivalent wage change we may use nonexperimental research on marital
stability to predict its effect.

The EITO and WRS raise the earnings of both single- and two-parent
families. It is, therefore, conceivable that the female independence effect
arising from the improved circumstances of female-headed families would
outweigh the income effect of raising the intact family's earnings and cause a
net increase in marital instability. Cross-section studies find that states and
metropolitan areas with higher wage rates-oor- women tend ceteris paribus to
have higher rates of female headship. These same studies, however, find that
a proportionate rise in both male and female wage rates are associated with
fewer female-headed families. Holding the male/female wage ratio constant,
Ross and Sawhill (1975) found that a 10% rise in the median income of intact
families lowered rates of female headship in poverty areas of cities by 7%. In
the Minarik and Goldfarb (1976) study a percent-in-poverty variable captures
the effect of a general rise in wage rates." Reductions in poverty -reduce the
incidence of female headship though not to a statistically significant degree.
In Honig's (1974) study a 10% rise in all wage rates is predicted to increase
the number of black female heads by 6.3% and reduce the number of white
female heads by 4.4%.

Except for Honig's (1974) results for blacks, the evidence suggests that a
general rise in wages will tend to keep families together. This does not,
however, necessarily imply that an EITC or WRS will have the same effect
for these programs may increase the female headed family's earnings by a
larger percentage than it increases the earnings of the comparable two-parent
family. On the other hand, since the man loses his eligibility if he leaves his
family, the EITC and WRS for families with children builds in stronger in-
centives for the man to stay with the marriage than does a general increase
in wages. After netting out these counteracting effects the direction of the
effect of employment related subsidies on marital stability must remain !n-
determinant. Whatever the direction, however, the size of the impact will be
small and substantially more supportive of stable marriages than universal
income maintenance.

6. CONCLUDINO RZ0LECTIS

For many years it was thought that one of the primary ways in which public
policy might be designed to strengthen families was to expand eligibility for
welfare benefits to include two-parent families. When this policy was im-
plemented experimentally, we discovered that the opposite happened. Two-
parent families on a payment plan very similar to the administration's cash
assistance program experienced marital dissolution rates that were 70% higher
than the control group that was eligible for the current set of income mainte-
nance programs--AFDC and Food Sttamps. These findings suggest that If
strengthening marriages is an objective of public policy, expansions of Welfare
coverage to include two-parent families should be-approached with real caution.

Cashing-out Food Stamps is likely to substantially increase the participation
of two-parent families in that program. Since cashing-out Food Stamps makes
it very much like the NIT plans used in the experiments, this seemingly
innocuous reform may cause a substantial increase in rates of marital
dissolution.

How then can government improve the financial circumstances of low-Income
two-parent families without stimulating marital breakups? The answer would
seem to be to focus on Jobs rather than cash assistance. Reducing unemploy-
ment should get number one priority. Reflecting on why his marriage failed a
young man recently told a reporter "she lost respect for me as a man because
I could not support us." (New York Times, September 9, 1977). Nevertheless he

IOThe male and female wage variables have coeMcent. of opposite sign but almost
identical magnitude.
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had turned down jobs saying "I'm worth more than $2.90 an hour as a human
being." A jobs strategy must simultaneously provide more Jobs for the unskilled
and drive up the wage rates for these jobs.

Programs that aid two-parent families should be as different from and as
segregated from programs that aid single-parent families as possible. Two-
parent families should be aided in a way that is not perceived as charity and
that requires no contact with the welfare bureaucracy. If possible the family
should be unaware it is being aided. Aid should arrive as part of the paychecks
of the family's working members. Subsidizing low wage workers who have
family responsibilities is one way to accomplish this. Creating nonstigmatizing
jobs and targeting them on family heads is another. Other less targeted and k
more costly approaches are available-national health insurance, a refundable
tax credit for children, training programs, higher minimum wages combined
with employment subsidies.

In choosing and designing programs we must never forget that it is the
dignity of individual that is our ultimate objective. The role of provider for
those they love is a fundamental part of the self-concept of most adults, males
and increasingly of women as well. Government policy should have as its first
priority helping the individual to achieve success in this self-defined role.

REFERENCES

Bakke, W.E. 1940. Citizens without wcork. New Haven: Yale University Press.
Bishop, J. 1977a. The general equilibrium impact of alternative antipoverty

strategies: Income maintenance, training and job creation. Institute for
Research on Poverty Discussion Paper 386-77, University of Wisconsin,
Madison.

Bishop, J. 1977b. The administration of a wage rate subsidy. Institute for
Research on Poverty Special Report 16a. University of Wisconsin, Madison.

Bishop, J., and Lerman, R. 1977. Wage subsidies for income maintenance and
Job creation. In R. Taggert (Ed.), Job creation: What works. Washington,
D.C.: National Council on Employment Policy.

Bumpass, L., and Sweet, J. 1975. Background and early marital factors in
marital disruption. Center for Demography and Ecology DP 75-31, University
of Wisconsin. Madison. Forthcoming, Social Forces.

,Caldwell, S. 1977. In Moore et al. (Eds.), The consequences of early child
bearing: An analysis of selected parental outcomes using results from the
National Longitudinal Survey of Young Women. Report to the National
Institute of Child Health and Development. Washington, D.C.: The Urban
Institute.

"Cherlin. A. 1976. Economics, social roles and marital separation. Unpublished
manuscript, Department of Social Relations, John Hopkins University.

Cutright, P. 1971. Income and family events: marital stability. Journal of
Marriage and the Family, 14, 19-29.

Featherman, D.. and Hauser, R. Forthcoming. Opportunity and change. New
York: Academic Press.

Garfinkel. I. 1974. The effects of welfare programs on experimental responses.
Journal of Human Resources, 9. 504-529.

Groenveld, L.; Hannan, M.; and Tuma, N. 1977. Income maintenance impacts
on the remarriage of males. Unpublished and mimeographed.

Hannan, M.: Tuma, N.; and Groenveld, L. 1976. The impact of income mainte-
iiance on the making and breaking of marital unions: Interim report. Center
for the Study of Welfare Policy Research, Stanford Research Institute,
Memorandum 28.

Hannan, M.; Tuma, N.; and Groenveld, L. 1977. Income and marital events:
Evidence from an income maintenance experiment. American Journal of
loeiology, 82, 1186-1211.

Haveman, R.; Lurle. I.; and Mirer, T. 1974. Earnings supplementation plans
for "working poor" families: An evaluation of alternatives. In Benefit cost
and policy analysis: 1973. Chicago: Aldine.

Hoffman, S., and Holmes, J. 1976. Husbands, wives, and divorce. In J. Morgan
(FA.), Fire Thousand American Families: Patterns of Economic Progress.
Volume IV. Ann Arbor: University of Michigan.

Honig. Marjorie. 1974. AFDC income, recipient rates and family dissolution.
Journal of Human Resources, 9, 303-323.



851

Honig, Marjorle. 1976. AFDC income recipient rates and family dissolution.
Journal of Human Resources, 11, 250-260.

Keeley, M.; Robins, P.; Spregelman, R.; and West. R. 1977. The labor supply
eff cets and costs of alternative -negative income tax programs: Part II,
national predictions using the labor supply response function. Center for the
Study of Welfare Policy, Stanford Research Institute Memorandum 39, May
1977.

Kesselman, J. 1969. Labor-supply effects of income, income-work and wage
subsidies. Journal of Human Resources, 4, 275-292.

Knudsen, J.H.; Scott, R.; and Shore, A.R. 1977. Household composition. In
ii. Watts and A. Rees (Eds.), The New Jersey income maintenance experi-
ment, Volume III. New York: Academic Press.

Komnarovsky, M. 1976. The unemployed man and his family. New York: Octagon
Books.

Lerman, R. 1974. JOIN: A jobs and income program for american families. In
,4tudics in public welfare, Paper No. 19. Washington, D.C.: U.S. Government
Printing Office.

Lerinan. R.; MacRae, C.D.; and Yezer, A.M.J. 1974. Jobs and income (JOIN)
A labor market analysis. In Studies in Public Welfare, Paper no. 19. Wash-
ington. D.C.: U.S. Government Printing Office.

MacDonald, M., and Sawhill, I.V. Forthcoming. Welfare policy and the family.
Public Policy.

Masters. S., and Garfinkel, 1. 1978. Forthcoming. Estimating the labor supply
effects of income maintenance alternatives. New York: Academic Press.

Middleton, R., and Haas, L. 1977. Marital dissolution and family interaction.
In D.L. Bawden and W. Harrar (Eds.), Rural Income Maintenance Experi-
ment: Final Report, Volume VI, Chapter 8.

Minarik, J., and Goldfarb, R. 1976. AFDC income, recipient rates and family
dissolution: A comment. Journal of Human Resources, 11, 243-249.

Moore. K.A.; Caldwell. S.B.; Hofferth, S.I,.; and Waite, L.J. 1977. The con-
sequences of early childbearing: An analysis of selected parental outcomes
iuxing results from the National Longitudinal Survey of Young Women
(Parnrs). Report to the National Institute of Child Health and Development.
Washington, D.C.: The Urban Institute.

Poirier, D.J. 1977. Characteristics of attriters who took the attrition Interview.
In H1. Watts and A. Rees, The New Jersey Income Maintenance Experiment,
volume III. New York: Academic Press.

Robins. P.K., and Tuma, N. 1977. The effects of a negative income tax program
on job-turnover: Evidence from the Seattle-Denver Income Maintenance
Experiment. SIME/DIME Research Memorandum Draft. Stanford Research
Institute, May 1977.

Ross. H., and Sawhill. 1. 1975. Time of transition: The growth of families
headed by women. Washington, D.C.: The Urban Institute.

Sawhill. I.; Peabody, G.: Jones, C.; and Caldwell, S. 1975. Income transfers
and family structure. Washington. D.C.: The Urban Institute.

Stone. R.; Schlamp, F.; and Hughes, E. 1975. Welfare and working fathers.
Lexington, Mass. : Heath Books.

Tuma, N.; Hannan, M.: and Groenveld, L. 1977. Variations over time in the
impact of SIME/DIME on the making and breaking of marriages. Unpub.
lished. SIME/DIME Research Memorandum Draft, Stanford Research In-
stitute. February, 1977.

Tunia. N.; Groenveld. L.; and Ilannan, M. 1976. First dissolutions and
marriages: Impacts In 24 months of the Seattle and Denver income mainte-
nance experiments. Center for the Study of Welfare Policy, Stanford Research
InstitNte Research Memorandum 35, August 1976.

White House Message to Congress on Welfare Reform. New York Times,
August 7, 1977.

Senator MOYNITIAN. I am afraid I am going to have to leave now
as we are having a vote on the Senate floor. The time that we have
been allowed to continue this hearing this afternoon has expired.

I will resume today's hearing at the time that the Senate goes out
of session tonight, whenever that is. We may be out by 7:30 or 8.
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I am sorry that this is the way it has worked out for us, but this
is the way our days are sometimes.

Mr. Alexander, Ms. Kokinda, Mr. Hacking, Mr. Borsodi, and Ms.
Flori, we will see you back at that time.

I appreciate very much your coming, Dr. Bishop. Please leave us
your original draft for the record. You have given us a great deal
to think about, Dr. Bishop, and now we had better do our thinking.

This subcommittee will recess until the unstated hour of whenever
the Senate goes out. We will resume this hearing at that time.

[Because of a conflict with the meeting of the Senate, the subcoin-
mittee was unable to receive oral testimony from several organizations
which had been scheduled to testify. The written statements presented
on behalf of those organizations are printed below:]

NATIONAL ASSOCIATION OF SOCIL WORKERS, INC.,
WashingttU, D.C.

Mr. Chairman, members of the Committee, I am Chauncey Alexander, Executive
Director of the National Association of Social Workers. Approximately 6-8 per-
cent of our professional membership is involved directly through their work in
trying to administer, at every level of management, an irrational, public welfare
system in a humane manner. For this reason and for more than a year now,
NASW has been working with the Administration and the Congress to achieve
genuine welfare reform. For us, among the cutting issues of a suitable welfare
reform package are: a national, minimum Income floor; an adequate benefit level;
universal coverage; eligibility based on current need; uniform and standardized
administration, entirely state or federal, but not both; supportive services for
those who work and those who cannot; incentives to work; which target the
structurally unemployed, especially AFDC recipients, with skill training oppor-
tunities, and. no work requirement without a job guarantee.

While the proposal which embodies most of our concerns is the House Sub-
committee version, H.R. 10950, we find the package proposed by Senators Baker,
Bellmon, and Ribicoff, S. 2777, a considered and feasible plan. Because the ra-
tionale and facts which advance these plans and the above issues have been
detailed by the Administration and before various Congressional committees, we
would like to focus our remarks on why passage of a reform bill is essential now.
For a year of ground-work and a number of reasonable proposals, there still
remains an unreadiness among many of the interested parties. Why ?

W1LFAA aLEFORM NOW

First, the work strategy embodied in the various proposals is in the process of
being implemented through related legislation: CETA reauthorization is pro-
ducing a revision of Title II which targets the structurally unemployed.

A bill (S. 2779) to authorize additional appropriations for the work incentive
program (WIN) was passed by the Senate on April 4th. The new food stamp
reform which became effective on October 1st calls for 15 experimental work
projects. And, the Secretary of DHEW has authorized several waivers reinstat-
ing a limited Community Work and Training Program. The overall effect has
been to take the edge off the need for reforms on the cash assistance side. Yet
nothing has changed. Intact families are still not covered in all states. Eligibility
criteria inconsistencies continue among the States.

Complexity, duplication of paperwork and inequities abound. If anything, tle
realization of a work strategy should provide the impetus for meshing with the
cash assistance portion. It is an opportunity to do Justice to both the working poor
and non-working poor. To do so in an efficient and understandable manner re-
quires at a minimum: national eligibility standards; national minimum benefit
levels; improved coordination, if not consolidation, among the major income
transfer programs; and, expansion of coverage to, at least, all Intact families.

The second reason for the reluctance to confront an overall welfare plan now is
cost considerations. This argument fails to support the absence of a,tion on the
Income maintenance side. Estimates of the cost of the various proposals, depend-
ing on varying factors, range from approximately $8 to $20 billion. Yet, In every
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instance, a substantial portion of the high costs stem from the job program pro-
posals and related efforts (e.g. EITC).

In H.R. 109M0 (Subcommittee), the public service employment and EITC esti-
mated costs to the Federal Government by 1982 are $7.81 billion and $1.62 billion
respectively. In H.R. 9030/8. 2084, the Federal share for public service employ-
nent and EITC are, respectively, $8.47 billion and $2.63 billion. S. 2777 (Baker-

Bellmon) calls for $3 billion for public service employment, $8.12 billion for EITC
and another $1.04 billion for a job voucher program. In effect, the Impact of the
employment programs on program costs are considerable. We believe these costs
due to expansion of employment programs are necessary and worthwhile.

Yet, the cost of any job program also depends on the state of the economy.
Still, to not attend to the cash assistance side of welfare reform is to acquiesce

to the proliferation of current programs which result in error, waste, fraud and
higher costs to the taxpayer. To pass the job programs without restucturing
the cash assistance components is not cost-effective. Continuing the basic federal
public assistance (AFDC, SSI and food stamps) programs without change will
add billions in subsequent fiscal years.

Third, there is a need to separate those non-germane Issues, such as fiscal
relief, which do not go to the heart of welfare reform and only confuse matters.
We value and appreciate the share of public assistance costs of state and local
governments. Many of our own members are dependent for employment on these
local and state funds. But, passage of welfare reform cannot be dependent on
an interlocking fiscal relief measure. Last year, this committee approved a small
flo-al relief measure tied to state AFDC expenditures. It can do so again. We
believe that the way to aid hard-pressed states and localities without jeopardizing
welfare reform is through separate enabling legislation and we urge Senate
action again.

Finally, public attitudess toward welfare reform show neither strong support
nor antipathy. The lack of public feeling for welfare reform is more likely an
expression of general dissatisfaction with government rather than with welfare
programs per se. In a paper on the politics of welfare reform, employing national
survey data gathered by the University of Michigan Center for Political Studies,
Professor Arthur H. Miller examined attitudes toward public welfare. In one
revealing paragraph, he states,

"One might conclude . . . that negative reactions to public welfare express
the taxpayers image of an Incompetent public welfare bureaucracy. . . . Such an
influence however, might be in error for it may be an expression of general
dissatisfaction with government and not with the administration of welfare
programs specifically. Indeed, in 1976 three-fourths of the survey respondents
disagreed with the statement that the government should spend less even if
it means cutting back on programs like health and education." 1

These provocative observations should provide solace for proponents of welfare
reform now; and for the House and Senate, an opportunity to dispell this polit-
ical cynicism with respect to public welfare.

For clearly, the various proposals In their respective ways do help In rational.
izing the current ramshackle bureaucracy.

In sum, the very obstacles to welfare reforms should instead provide the
impetus for leadership.

POINTS OF AGREEMENT

What change is possible given the cross-grained nature of the beast and the
little time that is left?

In a sense, although the time constraint presents a serious obstacle, what is
emerging among Republicans and Democrats in the leadershi p and key com-
rnittees of the House and Senate Is an agreement on many features of welfare
reform rather than principles. Agreement on these features by the key parties
in Congress and the Administration could mean relatively fast movement. The
eonensus seems to be building up around expansion of certain programs and

~ mechanisms. To date, these appear to be-
Targeting PSE Jobs through CETA for the economically disadvantaged;
Expansion of WIN;
Expansion of EITC;
Standardization of eligibility and rules for AFDC;

1 Miller. Arthur H., "The Polities of Welfare Reform: Attitudes Toward Public Welfare,"
April 1978.



854

Retaining food stamps (the new food stamps reform act goes into effect in
October 1978) ;

Mandating AFDC-UP In all states;
Reducing the SSI ellibility age;
Increasing the federal matching rate for AFDC to provide a measure of fiscal

relief;
Calling for pilot studies of certain comprehensive reforms; and,
Increasing funding for social services for use as work-related support services.
We support these efforts and hope that regardless of the piecemeal legislation,

this committee and its counterpart in the House will not ignore the need for over-
all cohesion. Thank you, Mr. Chairman, for the opportunity to present our views.
I look forward to answering your questions.

NATIONAL ASSOCIATION OF SOCIAL WORKERS, INC.,
Wa8hington, D.C., Mayt 10, 1978.

Hon. DANIEL, P. MOYNIHAN,
U.. , enitc, Dirksen Scnatc Ofl c Building,
Washington, D.C.

DEAR SENATOR MOYNIrTAN: I appreciate your continued concern and your
cogent questions. In order to respond directly, I am taking each question in order.

1. Work Requiremert and lWclfarc.-The National Association of Social
Workers (NASW) favors a work requirement as a politically expedient measure,
but only if it is coupled with a guaranteed job requirement. I do not believe
this is a change inasmuch as NASW has always supported work opportunity
for persons receiving public welfare support. We have opposed arbitrary work
requirements not linked to employment opportunity and continue to do so.

We consider that the so-called "work requirement" should be developed as a
work opportunity program, including mothers with pro-school children, if they
have adequate social protections, such as day care, training opportunities, etc.
As for penalties, we consider the ineligibility for support Is penalty enough.
The experience of other countries is tlt a climate e-;tablished that provides
work opportunity tends to eliminate the need for penalties. Following is the gen-
eral rationale we advocate:

NASW approaches the issue of imposition of a work requirement in the con-
text of our policies which stress the importance of work and the obligation of a
modern democratic government to guarantee employment opportunities.

The belief in the importance of work as a principal source of economic, per-
sonal and social well-being has led us to advotat' a national economic policy of
full employment. To the extent that the labor market fails to provide adequate
employment opportunities, we believe a humane government should address the
employment needs of unemployed individuals by a job creation program which
provides a meaningful work experience. It should not rely on stigmati-,ing and
often inappropriate coercive measures. Such devices perpetuate the myth that
leople on public assistance will not work unless forced to do so. Further, there
is a lack of a proven necessity for a work requirement and a demonstrated
expense and inefficiency of administration.

Nor do we support make-work projects. Subsidized jobs should provide needed
goods( and services and an opportunity to gain the skills and experience needed
for employment in the non-subsidized labor market.

We recognize that political and philosophical considerations may make a work
requirement necessary. As such. we favor the following principles:

No work requirement Should be imlpoed without the guarantee of a work
opportunity.

In order to strengthen the meaningful work experience aspects of a subsidized
jobs lprogram-the education and jol training components must be expanded;
and, the potential for a stable employment history Fhould be maximized by
expanding the 12 month time limit on public serilee jobs to 18-24 months.

Mechanisms should be developed to facilitate a public service employee's entry
into the private sector labor force.

Finally, because of unique personal work histories and the competitiveness of
the private labor market, some Individuals may never be able to maintain a
job in the regular market. Public service employment can offer these Individuals
the work experience they seek In the supportive environment they need. Many
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supportive employment programs are operating successfully in major American
cities. These programs use a combination of job market development activities
and personal counselling and training to maximize work potential. These man-
power programs should be carefully examined, and that their successful strate-
gies incorporated in job programs.

In sum, we question the necessity of a work requirement. We believe a definite
guarantee of a job is a fair trade-off for the imposition of the requirement. Par-
ents with supervisory responsibility for children should not be forced to work,
but high quality child care should be available for those who choose to work.
Part-time and flexi-time work schedules should be available to all. And, support-
lye employment programs should be created for the least qualified workers.

2. Social Work and Wclfare AdminisIration.-Unfortunately, professionally
trained social workers have not shaped and administered these programs. The
programs have been shaped by Federal and State legislation which approaches
the problems of economic sustenance of people as a problem of individual failure
rather than an economic system liability. The public welfare group represents a
marginal labor pool which is related to the labor market conditions. Social work-
ers have had little influence on these larger economic factors and have generally
been placed in the position of having to be advocates for people adversely affected
by the social conditions.

In our present fragmented welfare .system, there are more than 100 federally
funded programs that transfer income. In addition to these programs, there are
a myriad of programs which provide jobs, training, day care, medical care, rela-
bilitation, personal and job counseling. As a consequence there is no single agency,
public or private, that has either the responsibility or the capacity to design
mid manage as a coherent system. Certainly, the social work profession cannot
be held responsible for what are essentially political decisions establishing the
maze of programs.

Indeed, a major criticism within the profession is the few well-trained front
line workers within public welfare departments generally. Approximately 8
percent of the membership of NASW work in public welfare directly. Of the sev-
eral hundred thousand persons involved in the delivery of public assistance, a
minuscule number are properly trained workers. In addition, the consistent
problem has been the Federal and State declassification of positions to hire
political administrators and untrained line workers.

For this reason, the social work profession developed standards of performance
and supervision for workers hired to perform human service activities. The
NASW goal of assuring trained personnel has been frustrated by the complex-
ity of the system. The fact is that slate and county governments have more to
say about the administration of public welfare than professional personnel.
The result is the waste, complexity and idiosyncracies which characterize our
present system.

Regardless of who finances or administers the welfare program (s), we believe
that certain principles should govern the design and management of any welfare
reform:

The interface of the major income transfer programs-AFDC, SSI and food
stamps-niust lead to a cohesive program plan in a way that mitigates any dis-
rultive impact on both states/locdilties and recipients.

Program consolidation is crucial and could Ie undertaken in two steps: first,
the same kinds of assistance programs should be made available in all states,
and efforts should le made to standardize eligibility criteria between programs.
simultaneously , federal participation in financing assistance programs should
le standardized between the states. Second, after achieving a sufficient degree of
uniformity in the availability and financing of programs in the eligibility cri-
teria between program%, all income assistance programs should be consolidated
into a single, uniform, federally financed program.

Personnel should be appropriately trained! in problem assessment, knowledge
:0P of community resources and given the authority and responsibility to initiate

and follow-up on recipient referrals;
Data systems should be designed which reduce paper work, and preserve client

confidentiality : and,
Ample incentive and encouragement should be given to the identification of

new ideas and practices which might improve the performance of the program.
Welfare reform demonstration projects and studies represent a sensible way

to pre-test large scale jobs programs. Useful information can be obtained through
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these studies on the relationship of services and training to job placement, what
kind of delivery system increases transition to private sector employment and
the different approaches to public job creation. Because of the Importance of
these studies, the vulnerability of the target group and the need for accurate
information upon which to base future legislation, we recommend to the Senate
Human Resources Committee on CETA welfare pilot projects that-

A clear, fully developed, publicly available, research design be approved by
the Secretary before undertaken;

The design be adhered to and not altered to meet the exigencies of unforeseen
problems;

The study be designed so that its results are transferable to a broad-based
population;

The client's rights be protected, privacy respected and coercion not an element
of the design and Implementation;

There be an impartial, independent evaluation of the results; and that,
Support services be provided to project participants in the same manner as

non-tested participants.
All the above will require constant, on-going evaluations by the DOL to insure

not only fairness to project participants but to assure receptivity of participants.
3. Fiscal Relief.-We believe the goal of welfare reform Is to address the ques-

tion of poverty. The paths to reform are many, but the issue of reforming our
public welfare non-system must address the central issue-poverty.

Fiscal relief has a tight, narrow focus and an equally narrow regional impact.
The fact is that states which pay high benefits want more fiscal relief. States
which pay low benefits already have a very high federal cost sharing. Why do we
allow this to go on rather than insist on balancing what states should pay?

Unhappily, the states and localities continue to offer the view that welfare
reform should be used as an instrument of general fiscal relief. The problem is
that when fiscal relief is introduced as a prime objective, new elements are
injected which complicate and change the order of difficulty of an already dif-
ficult system.

AR a result, maintenance of effort provisions, income ceilings and intricate
transfer devices become major concerns.

These fiscal relief concerns should not be allowed to bend programs which
.erve the vulnerable in order to achieve secondary purposes. If significant fiscal
relief is desirable. a better and clever method exists: Federalized Medicaid. We
would eliminate the existing Interstate differences in benefits and eligibility.

And. the savings to the states would be more than double the highest expected
relief from current welfare proposals-approximately $6.9 billion in fiscal year
197R.

Our position on the role of fiscal relief in welfare reform was cogently
articulated by Edward K. Hamilton and Francine F. Rabinovitz in their Duke
University study. "Whose Ox Would Be Healed."

Our preference, therefore, would be to see welfare federalization enacted as
a matter of social justice. not primarily as a device to effect fiscal relief. Its
fiscal effects could then be compensated for, offset, enhanced or otherwise
managed through the use of general and categorical instruments of federal
and state policy that are not so riven with conflicting systems of burden
sharing. Far better than trying to design and enact a welfare federalization
s heme that would In itself achieve fiscal equity would be to enact one that
acompli.shes social equity for recipients, and then to adjust Revenue Sharing,
block grants. categorical grants and other devices to deal with the current
fi'cal problem of 'the cities in the light of whatever changes in that problem
prove be caused by this major step in welfare.The current welfare "system" is a poor instrument for every purpose to
whioh it is now addressed. It promises to be an even poorer one if used as an or-
in'uizinz principle for the nation's anproach to the chronic financial problems
of cities. If we are serious about either the problems of the poor or those of
the cities, we ought to be able to develop a better vehicle. There are not many
more important tasks on our national agenda.,

4. rrittfal hSSues For Wet fare Reform.-The critical Issues for welfare revolve
around assuring economic security for all citizens through a combination of In-

Welfare Policy Project, The Institute of Policy Sciences and Public Affairs of Duke
t'nlverslty, the Ford Foundation, pp. 68-69.
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come maintenance and work. While we do not agree "that the impact of wel-
fare on family stability is the single, most Important Issue of welfare reform,"
we believe that a fundamental underpinning of the family structure in this
country is a stable economic floor that will provide the necessities for in-
dependent living.

During the past decade, families headed by single parents have grown ten
times as fast as 2-parent families and now exceed 15 percent, compared to 9
percent in 1960. The number of these families is expanding in all income
classes. To condition welfare reform on prospects for family stability is to
burden the welfare system with another unreasonable expectation. If anything
as families on public assistance gain economic security, it should be expected
that their lifestyles will more and more reflect the distruptive patterns of the
middle-class. Our society ought to value individuals regardless of family status.
And, welfare reform should establish a national income floor for those in need
regardless of family status.

The demography of female-headed families will not be changed solely be-
cause 2-parent families become eligible for cash assistance. Today, 40 percent
of all black children and 12 percent of all white children live in families headed
by women. With respect to births, teen-age mothers accounted for about half
of all the out-of-wedlock children born to both blacks and whites in 1976.
(Washington Post, May 3, 197, i.

It is tempting to infer that the present AFDC program is responsible for
these social trends. But, the rise in marital dissolution, female-headed house-
holds and out-of-wedlock births has occurred in all economic classes of our
society. The forces leading to these social phenomena are more likely the in-
creased consciousness and independence spurred by the women's movement, the
rising income of women, liberalized divorce laws, lower birth rates and less
stigma attaching to unmarried mothers. For female-headed households, we
recommend:

Full-time and part-time employment opportunities in public service employ-
ment;

High quality child care services for working parents;
Special programs directed at training and skill development of displaced

homemakers regardless of economic status;
A cash income maintenance with a benefit level which is not unfair to female-

headed households; and,
Programs directed at prevention of teen-age pregnancy which are adequately

funded -to meet the need.
5. Work-Related Social and Support Services.-Social and support services

are necessary and complimentary to manpower programs. Support services of a
work-related nature include child day care, homemaker services, Job and
career counseling, individual and family counseling, health related services and
information and referral.

Without these services many individuals cannot become potential CETA
participants and if they do gain entrance into a program they cannot continue
because of the lack of support services. The individuals who most need these
services are the hard-core structurally unemployed who have been unemployed
for long periods of time. We are talking about those who are not a part of the
labor force due to lack of skills, education, or work experience. Without viable
alternatives, these are frequently the same people who remain on welfare rolls.
NASW has urged the policy that all people should have ready and equal access
to employment. To the extent that the labor market faifs to provide adequate
employment opportunities, welfare programs are needed to assure that all
individuals have food, clothing, shelter, and health care.

Support services play a crucial role in the total functioning of work incentive
(WIN) and Comprehensive Employment and Training Act (CETA) participants.
The WIN training program is provided to Aid to Families with Dependent
Children (AFDC) applicants and recipients. WIN's purpose is that of helping
individuals to obtain and retain employment, and of "restoring the families
of such individuals to independent and useful roles in their communities." (The
Social Security Act, Title IV, Part C, Sec. 430.) In the 8 years of its operation
the employment tactics have changed, but the importance of social services
has remained. In fiscal year 1977 WIN purchased $116 million worth of child
care and other supportive services. (Public Welfare Programnq, prepared for
the Subcommittee on Public Assistance, Committee on Finance, U.S. Senate,
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April, 1978.) When certification for participation is requested, WIN assumes
the responsibility and arranges necessary Title XX services when available and
WIN services when not available. Such services focus on child care, family
planning homemaker, housing, transportation, employment and training and
health-related aid. There are separate administrative units (SAU) in local
welfare offices to provide or arrange for these supportive services. The WIN
administration has confirmed that without these supportive services WIN regis-
trants would be unable to enter employment. And, that because of the absence
of support services in many localities, WIN registrants are denied job
opportunities.

CETA has also noted the importance of support services, but their programs
are not as well established. Under current law, Title III, there has always
been the provision for the Department of Labor to seek advice and consulta-
tion with the Department of Health, Education and Welfare. This year CETA
Is up for reauthorization and the new bill mentions and includes supportive
and social services as a part of the total functioning, of the program. The pur-
pose of C1MTA is still to provide "Job training and employment opportunities
for economically disadvantaged persons, unemployed or underemployed persons
which will result in an increase in their earned income . . ." With the new
bill there is added emphasis on "coordination of plans, programs, and activities
under this Act with economic development, community development, and related
activities such as vocational education, vocational rehabilitation, and social
service programs." (emphasis added) Also, the DItEW consultation clause has
been removed from Title III and put under Title I's general provisions for all
of the Titles.

Our informal contacts with CETA prime sponsors with high AFDC participa-
tion rates for public service employment indicate a "creaming" effect on WIN.
This results from the absence of provisions for support services in CETA,
particularly child care, resulting in a self-selection system by job ready par-
ticipants who can make arrangements for themselves. The impact on WIN
could be extremely deleterious. We would not like to see WIN become the
repository for the least job ready participants with the most social and support
ne(ds.

For this reason, CETA still has to strengthen and formalize links with social
service programs and/or further develop their own programs. Social and sup-
portiv-o services are finally being recognized as necessary work-related services
for certain populations.

Thank you for this opportunity to clarify our position on this timely issue.
Sincerely,

CHAUNcEY A. AL.XANDFR,
Execu tire Director.

STATEMENT OF SUsAN KOKINDA, CONGRESSIONAL RELATIONS, U.S. LABOR PARTY,
APRrL 25, 1978

The U.S. Labor Party opposes the Better Jobs and Incomes Act (S. 2084) on
two major fronts.

Firstly. he program must be opposed on the basis of its demerit. alone--
namely, that it provides the means for the forced "recycling" of America's skilled
and semiskilled workforce into lower and lower paying "jobs". The welfare pro-
gram cannot he taken out of the context of the accelerating devolution of the
productive base of the U.S. economy, e.g., the steel industry.

Secondly, and perhaps more practically (since the Hous-e seem.i well on its
way to chopping this act to pieces), the Senate must continue to send President
Carter loud and clear messages about the unacceptability of program which
originate from the no-growth faction In his Administration, as this bill does. It
has been obvious to us for some time now-and is now front.page new&--that the
Administration is violently factionalized between those individuals who are
trying to solve the current world economic (and foreign policy) crisis through
a hard dollar-backed, high technology export boom; and those who accept,
propagate and are trying to socially engineer the current collapse through energy
austerity. Humphrey-flawkins-type legislation, and this welfare reform bill. In
overly simple terms, one could label the factions respectively Strauss vs. Blu-
menthal. I would like to suggest that the scrapping of this legislation could very
usefully go hand-in-hand with vociferous calls for the resignation of Messrs.
Blumenthal, Schlesinger, Andrus, etc.



859

But before developing either of these two fundamental objections, it is neces.
sary to step back and take a broader look at the "welfare problem." It is prob-
ably an accepted observation that the so-called welfare problem became the
problem that it is in the post-1957 recession period. Data on the shifting com.
position of the labor force, particularly the proportion of full-time operatives
in manufacturing, construction, transportation and mining in relation to the
rest of the work force is especially revealing. From the low point of manufactur-
ing employment of operatives at the close of the Korean War, this employment
rose modestly until the close of 1956, and was aborted by the downturn toward
the end of the 57-58 recession. From that point until 1961, the general trend in
the employment RATIO of operatives was downward until the beginning of the
"Kennedy boom" in 1961. However, from 1957 on, the level of employment of pro-
ductive operatives never significantly exceeded that of 1953.

This stagnation and decay in manufacturing, mining, etc.. most viciously af.
fected the so-called poor, notably the more visible poor of the black and Hispanic
minorities. The pathway to assimilation into the mainstream of the productive
working class-through the factory gate-was not entirely closed but the net
effect was to relegate a large segment of this population to a virtual human
scrapheap of semi-employment or welfare. Hence, the significant emergence of
the "welfare problem."

Today, we are seeing a further devolution of that situation. No longer are we
talking of the mere stagnation of productive operative employment, but as the
collapsing steel industry daily atte.sts, actual skilled and semi-skilled employ,
meant is shrinking. Today the lay-offs are in steel, tomorrow it will be steel users
and suppliers. The new class of welfare recipient is America's precious tech-
nology-i)roud workforce.

The solution is not to force our skilled workforce into leaf-raking jobs for
their welfare or unemploy meant checks.

The solution is to go to the source of the now-accelerating downturn in pro-
ductive operative employment. Following the surge of the '50s, based on the
rebuilding of Europe, our .?conomy maintained essential stability in the '60,
pre(licated on marginal gr, wth rates in the less developed countries (albeit not
sufficient for the assimilation of the poor). The shutdown of Third World
markets, due to lack of credit and lack of nuclear energy development, now
threatens this rapid downturn in productive employment.

The solution is simple--exports. The stabilization of the dollar with gold
backing, and the extension of billions of dollars to the Third World as credit
tied solely to massive capital inflows Akred to nuclear energy development) into
tlse countries can create a demand on thie U.S. economy which can change our
welfare problem into a s-ubstantive labor shortage overnight. The Export-Im-
port Bank is an institution imminently capable of financing this export explosion.

This is the American approach to "welfare reform." Such reform as is necessary
can be done within the assured context of the rapid private sector assimilation
of what are now marginal populations. The philosophy of sL.h reform can then
be to provide the necessary income support for those in need in order to protect
the most precious resource in America-defined by our first Treasury Secretary,
Alexander Hamilton, as "the productive powers of labor."

Instead we are presented with a welfare reform bill whose idealogy Is distinctly
British. Much as the British accept a permanent class of heroin addicts through
heroin maintenance, they accept a permanent welfare population which can be
socially engineered at will. This bill assumes such a permanent class which must
be fed into an ever growing pool of low-pay, low-skill public service.

According to a Labor Department spokesman commenting just prior to the
release of this bill, the welfare package is p rt of a "total overhaul of the transfer
of payments system which includes unemployment insurance, social security," as
well as relocation assistance and welfare. "The goal is to make every able-bodied
person now on the government dole, work."

This is the crux of the welfare reform program, to centralize various work
benefits and income support programs-Aid to Families with Dependent Children,
Supplementary Security Income, and the food stamp program-into a single
program with a single grant. Thus stream-lined, all able-bodied men and women
will be forced into public works jobs or their equivalent In the private sector at
cut-rate wages. The penalty for noncompliance, no matter how low the wages, is
immediate cutoff of benefits.

Events occurring just prior to the announcement of the welfare reform indi-
cate that it is especially aimed at the newly-unemployed skilled worker. The



860

week before the welfare program was unveiled, Ibor Secretary Ray Marshall
tipped the Administration's intent by quietly announcing that workers in 37
states now receiving unemployment benefits were to lose them immediately be-
cause of a supposed increase in employment rates (one of the states so cut was
Ohio!]). That meant that 218,000 jobless workers will be dropped and forced onto
welfare. At the same time Marshall announced a new federal regulation specify-
ing that workers eligible for extended unemployment benefits must take ANY
job available-so long as it doesn't pay less than their weekly unemployment
allotment. The New York Times of July 25 gleefully reported on these new
regulations, citing the example of a skilled-master carpenter in Kentucky who
usually made $10 per hour, was forced to take a job at $3.50.

Eli Ginzberg, a seminal influence in the development of manpower and welfare
programs for the past years, and said to be the author of the Administration's
proposal has stated that the only way to achieve a full employment economy is
to implement a continuous recycling of workers to lower and lower skill levels.
"We will have to de-skill a large number of American workers to achieve a full
employment," Ginzberg said last year. He added that "whatever else you say
about Hitler, his manpower programs worked."

This is the impact of the Administration welfare proposal. The de-skilling of
our workforce.

As has been mentioned several times, the current welfare program proposal is
fundamentally British in nature. The British have never learned that real wealth
is a function of the productivity of one's labor-productivity measured in terms
of a population's ability to create and assimilate higher and higher levels of
new technologies. Hence, they are willing to sacrifice the skill level of a popula-
tion or the technological base of an economy, to maintain the nominal value of a
piece of paper. There is no room in this economy for that fundamentally anti-
industrial capitalist Ideology. We can do President Carter a favor by aiding in the
elimination of such British-system advocates in his cabinet as Blumental,
Schlesinger and Harris by putting this legislation aside.

STATEMENT OF JAMES HACKING, ASSISTANT LEGISLATIVE COUNSEL, NATIONAL RE-
TIRED TEACHERS ASSOCIATION AND AMERICAN ASSOCIATION OF RETmzD PERSoNs

SUMMARY

Our Associations are pleased the Administration is making an attempt to ra-
tionalize and reform the welfare system and hope the legislative hearings and
debate will lead to some improvements. We are concerned, however, with pro-
posals to abolish the Supplemental Security Income and Food Stamp Programs
and replace them with a new structure.

8S1 payments, supplemented by food stamps, already provide the elderly poor
with a national minimum income guarantee and lift an overwhelming number
of elderly out of poverty. It has taken us several years to shape and mold these
programs and we do not believe they should be abolished in the name of reform.

Our Associations believe the SSI and Food Stamp Programs should remain
intact while liberalizations in benefit levels and eligibility rules are made. By
continuing present programs and making them more responsive to the elderly's
needs, we would not run the risk of losing the gains we have already made since
transitional problems created by sweeping changes would be minimized.

NRTA/AARP have serious reservations about specific provisions of the four
pending reform proposals and make the following recommendations:

Benefit Lcvels.-Federal basic benefit levels for the 581 Program should be
raised to at least the officially defined poverty level; SSI recipients should not
be denied eligibility for food stamp benefits unless payment levels are raised
enough to compensate for that lo s; and annual automatic cost-of-living adjust-
ments should be made in benefit levels.

8tate Sipplementatlon.-The federal government should share in the costs of
state supplementation of federal benefits; and more specific Instructions for state
supplementation and maintenance of effort should be required to protect current
SSI recipients.

Jobs Program.---Opportunities for job training and placement should be equal-
ly available to older persons under any welfare scheme which creates job; and
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an earned income disregard should be provided to aged recipients who choose
to work.

Assets Tcst.-The assets limith currently used to determine eligibility for the
SS1 Program are overly restrictive and should be substantially increased.

Accounting Period.-Benefit eligibility should be determined on a prospective,
not retrospective, basis with only annual redeterminations required for the eld-
erly.

INTRODUCTION

My name is James M. Hacking, Assistant Legislative Counsel for the 11 mil-
lion member American Association for Retired Persons and the National Re-
tired Teachers Association. With me today is Laurie Flori, of our legislative
staff and Ralph W. Borsodi, an economic consultant to the Association.

Our membership has a deep concern with pending welfare reform proposals
because they directly affect two major income support programs on which the
elderly depend, the Supplementary Security Income Program (SSI) and the
Food Stamp Program. Furthermore, broad reforms of what is commonly thought
of as our welfare system cannot really be understood out of context of the so-
cial security system, because it lifts millions of elderly persons out of
poverty.'

I would like to emphasize that we are not here to direct this Subcomwittee
as to how the welfare system should be reformed in detail. The whole subject of
welfare has become incredibly complex; we lack a crystal ball 'rith which to
predict all of the interactions and consequences of major moves in welfare. How-
ever, we are deeply concerned and we must express the opinion that those who
would profoundly alter the present welfare structure have the burden of prov-
Ing that their innovations are on the whole beneficial, not just to our own con-
stituents, but to all who depend on welfare.

The present welfare system in the United States has been labeled with ev-
ery pejorative adjective in the dictionary. It has been called wasteful and in-
efficient; a happy hunting ground for chiselers and cheats. It is said the system
is overlapping, but still has gaps and poor coverage. The system has brought our
cities and states to the edge of bankruptcy and has encouraged the migration
of unskilled workers from rural areas to the cities. The system discourages work
effort and the propensity to save. It is said that the system encourages family
breakup and promotes illegitimacy. The system has been pronounced to be so
bad that it is unworkable and needs to be totally reformed.

Nevertheless, significant gains in the war on poverty have been made since the
system has been in effect. Because there have been gains, especially for the
elderly, our Associations are reluctant to endorse sweeping innovations whose
consequences simply cannot be gauged. A complete reorganization of welfare
administration will surely disrupt the present federalized mechanism for sup-
porting the elderly poor. The nominal increases in payment levels that are being
proposed for the elderly would not offset this loss and fur tbermore these increases
would be swept away by inflation unless automatic cost-of-living adjustments are
Included in any reform effort. We must also ask why the elderly are included in
a welfare reform package which is labelled better jobs and income, when no
thought is given to providing the elderly with jobs.

We are more inclined to endorse innovations which are designed to redress
specific defects in the present income maintenance structure, rather than to
endorse changes which are based on some dramatic formula, that will hopefully
bring about perfection. Our approach to welfare reform is an incremental one,
because it adds to or subtracts from the present system, all the while observing
the effects of changing the system.

rHZ. DATA VACUUM

A great difficulty with radical reform Is the lack of reliable Information on the
income support structure. There are some one hundred programs in this structure
including public assistance, social security, veterans benefits. unemployment.
compensation and many programs offering aid in the forms of food, health care.
housing, child care and services. They are administered by a patchwork of federal

The Brookings Institute reports that in 1976 an estimated one-third of %lI carh social
insurance Ipnefits went to the lowest quintile of Income distribution. (The 1978 Budgtt:
Setting National Priorities", p. 252)

32-92-57---20
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departments and numerous state and local agencies. In a book on "A Guaranteed
income," the author, Daniel P. Moynihan, cites a statement by a former Assistant
to President Johnson on the state of knowledge on social programs: "The disturb-
ing truth is that the basis of recommendations by an American Cabinet officer
on whether to begin, eliminate, or expand vast social programs, nearly resembles
the intuitive Judgment of a benevolent tribal chief in remote Africa" 2 Today
Mr. Joseph A. Califano, who made this statement seems to be confident that he
has the facts.

Perhaps we now know much more than we did, but a staff study in 1973 on
public welfare benefits, prepared for the SiliT ommittee on Fiscal Policy of the
Joint Economic Committee refers to the situation in 1973 as a "data vacuum".
The staff went on to say:

-Little is known about the combined incidence of all public welfare programs.
although facts on the characteristics of beneficiaries and the amount and type of
benefits they receive are essential to intelligent welfare reform." This study,
"tlow Public Welfare Benefits are Distributed in Low-Income Areas", found
that the majority of the households on welfare received more than one type of
benefit, with many households receiving benefits from five or more programs.
Compounding the problem of assessing the incidence of benefits on households is
the difficulty of assigning a cash value to various benefits granted in-kind. The
opinion given in this study was that households receiving ive or more benefits
wouhl have income well in excess of Federal poverty standards, whereas some
living in poverty received no benefits. The study concluded that "For almost
anything one could want to say for or against welfare programs, a fact can be
found which illustrates the point."

PUBLIC INCOME ASSISTANCE IN BUDETARY PERSPECTIVE

The importance of steadily improving the efficiency of government spending
for income assistance programs has been highlighted by studies made for the
Senate Committee on the Budget. A 1975 study concluded that the growth of
federal, state and local spending from 26 percent of GNP in 1955 to 32 percent
in 1975 can be attributed almost entirely to the growth in public assistance
spending--excluding public assistance, government spending remained almost
constant at 23 percent of CNP.

Public assistance spending grew over these two decades at twice the rate of
increase in GNP. In 1955, it was only 3.4 percent of GNP; by 1975 it had risen
to 9.3 percent.' The growth in this spending can be accredited to four factors:
first, the creation of new programs; second, higher benefit levels and lower eligi-
bility requirements for existing programs; third, increasing utilization by those
eligible; and finally, increasing numbers of persons eligible as a functon of
population growth.

Federal, state and local spending for fiscal 1977 on major welfare and social
Insurance programs totaled some $185.5 billion. Eighty-eight percent (or $163.8
billion) of this spending was federal. State and local spending, for which more
federal relief is sought, amounted to $21.7 billion, or 12 percent of total spending.
Federal s-pending for welfare and social insurance programs Is 40 percent of
the fiscal 1978 federal budget and the largest item in the budget.'

The President's welfare reform proposals call for consolidation of three
major welfare programs and expanded use of the earned income tax credit. The
three programs to be consolidated are Aid to Families with Dependent Children
(AFDC). Supplementary Security Income (SSI), and Food Stamps. Budget
oulays for these three programs and the earned Income tax credit for fiscal 1977
amounted to $15.8 billion, or some 40 percent of federal outlays for welfare.'

I"The PolIties of a Guarnntepd Income. The Nixon Administration and the Family As-
sistatee Plan." byv Danlel P. MovnIbnu. page 240.

aStudle* in Public Welfare Paper No. fl, "How Piiblic Welfare Benefits Are Distributed
in I ow-Income Areas". A Staff Study. March 26. 1973 for the Joint Economic Committee.

Studtrs in Public Welfare. Patper No. 6. "Ilow Public Welfare Beneflts Are DIstrusted
in Low.lncome Areas", a Staff Study for the Subcommittee on Fiscal Policy of the Joint
Economic Committee.

Refer to Apipendix and to pages 41-253, "The 1978 Budget, Setting National Priorities,"
Tie l'rooklngv Institte.

6Refer to Appendix and to Pages 41-253, "The 1978 Budget, Setting Naticnal Prior-
ities." The Brookings Institute.
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DEMOGRAPHICS AND LABOB FORCE PART 'IPATION OF THE KEFWLY POPULATION

The proportion of elderly persons in our population has been rising throughout
this century. The elderly population itself has been aging. Those 00 years of age
and over were 13.2 percent of the population in 1900 but were 14.6 percent In
1975. Those 65 years of age and over went from 9.2 percent to 10.5 percent between
194O) and 1975. Those 75 years of age and over went from 3.1 percent to 4.0 percent
between 1960 and 1975. No startling changes in these proportions are expected
between now and the end of the century. The proportion of persons aged 65 years
and over may reach a peak of 11.7 percent in 1990 and stay at this level until the
year 20 0. Because birth rates cannot be predicted these figures may be expected
to vary. As for the immediate years ahead, the 1980 population of those 65 years
of age and older will be close to 25 million persons.

Although the nation har, been spending increasing amounts on improving the
health status of older persons, the labor forte participation rate by elderly wales
has been steadily dropping. In 1950, half of the men over 65 years of age were In
the work force. By 1960, this figure dropped to one out of three. Today only
about one man in five (22 percent) is in the work force This trend makes for
difficult national economics as fewer workers attempt to support more retirees.

Our Associations have consistently ,.rgtd that public policy "barriers" to
continued employment of older persons (such as mandatory retirement) be
aboli-shed along with the many "disincentives" (such as social security earnings
limitation) existing in our present income maintenance structure. These barriers
and disincentives should be replaced by incentives for older persons to remain
einl ii oyed.

0ur Associations are optimistic that this approach coupled with certain tax
incentives and employment programs specifically targeted for elderly workers
will significantly improve their labor force participation.

The Age Discrimination in Employment Act Amendments of 1977 and the 1977
Social Security Financing Amendments have improved the possibilities for em-
ploying older workers, both in eliminating forced retirement at least to the age
of 70, and in easing the social security earnings limitation. Much more remains to
be done in the way of removing financial disincentives imposed on the working
elderly and in eliminating prejudice against their employment. For the sake of
improving the productivity of the country and for reducing the burden of sup-
porting retirees, we should continue to encourage lalor force participation by
the elderly, including those who are supported by welfare.

POVERTY AND TIE ELDERLY

The elderly population, as compared to the non-elderly, In the United States
has long been associated with poverty. The stability once found in homes, chil-
dren and savings has all but disappeared. Money as a standard of value has
been undermined. Measured by the Consumer Price Index, money has lost pur-
chasing 1m)wer over the last decade at an average yearly rate of 6.6 percent.
The elderly, most of whom are not skilled in hedging funds in commodities, have
had great difficulty in keeping their capital intact at recent rates of inflation-
much less realizing any earnings on their savings to meet living expenses. Taxes
on real estate in many areas have forced the elderly out of their homes.

Our Associations are grateful to Congres, for taking many legislative steps in
recent years to alleviate poverty among the elderly. Census reports of persons
G.5 years of age and ohler clearly show that over the lnst several decades the
incidence of poverty among the elderly has been greatly reduced.

In 1959, a shocking 3,5.2 percent of the elderly were living in poverty. By 1906,
this number dropped to 28.5 percent. By 1974 this percentage had declined to
15.7 percent. These numbers failed to take into consideration benefits received
in-kind under various other programs.

According to a CBO study released in January 1977 ("Poverty Status of Faini-
lies Under Alternative Definitions of Income") 59.9 percent of all elderly family
units in this country would have fallen below the subsistence-based, official

' I'sges 6. 7, & 49. 0. ")emographic Aspects of Aging and the Older Population In the
United States, "Current Population Reports, Special Studies, Series 1'-23, No. 59, issued)May 1970.

$ -, - Y - , -
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poverty level in fiscal 1976 had they not received assistance from cash and
in-kind public transfer systems such as social security, medicare, SSI, food
stamps, veterans pensions and medicaid. However, afte- counting all cash and In-
kind benefits and allowing for taxes, only 6.1 percent of all elderly family units
remained in the "poor" category.* Of significance is the finding that social insur-
ance programs, dominated by social security, were responsible for lifting an over-
whelming 70 percent of the aged out of poverty.

Although the poverty standards used in this study are extremely low, these
statistics should be kept in mind when considering sweeping welfare reforms.
They indicate that our complex structure of income maintenance systems is
bringing us closer to the goal of eliminating poverty in this country, especially (
with respect to the elderly. They further indicate that the elderly benefit a great
deal from and are extremely dependent on the present income maintenance
structure.

PENDINO WELFARE REFORM PROPOSALS AND THEIR IMPACT ON THE ELDERLY

Several major welfare-reform proposals are currently receiving serious con-
sideration in Congress. These proposals offer this Subcommittee a variety of
policy choices with respect to both the general approach to reform that could
be taken (either incremental or comprehensive) and specific changes in existing
programs that could be made.

It may be that the welfare system we already have, especially when combined
with many of our social insurance programs, is simply so massive that sweeping
reform is simply not available to us as a viable course of action. If so, then only
incremental changes can be made in the welfare structure.

The primary consideration in weighing the merits of any welfare reform pro-
posal is whether or not it would reverse past gains made in reducing poverty
among the elderly. These gains have been slow in coming and are already
threatened by the forces of inflation. Because most of the elderly do not work,
they cannot look to employment income in current dollars to offset inflation
losses.

The Administration's reform program (S. 2084) and the House Welfare Reform
Subcommittee bill (H.R. 10950) are appealing in that they propose a single,
federally-financed program that would employ cash payments only and would
sort out and rationalize the roles of federal, state and local governments in the
welfare area. All payments would be in cash, rather than in-kind, so that the
individual would have the maximum amount of freedom of choice. We wish there
were such a magic formula, which would promise a uniform treatment of all
low-income persons, subjecting all to the same basic program and set of benefits.

The possibility must be considered, however, that placing a variety of persons,
who have fallen into poverty for different reasons, into the same collective basket
might well be inequitable, excessively costly for all governments concerned, and
bad government policy.

The SSI program already exists for the elderly and provides them with a na-
tional minimum income guarantee. This program removes most of the severe
state-to-state benefit inequities which existed under the old federal/state wel-
fare programs for the aged. Therefore, in our opinion, the elderly would probably
be better off t 5'81 were kept intact and improved. In continuing the present sys.-
tem and in gradually improving that system, transitional problems created by
sweeping changes would be minimized.

Legislation utilizing the incremental reform approach has been introduced in
the House by Rep. Al Ullman (H.R. 10711) and in the Senate by Senators Baker,
Bellnion and Riblcoff (S. 2777). Although these bills would make substantial im-
provements in programs serving- low-income persons under age 65 and AFDC
recipients, they do comparatively little for the s51 population. 8. 2777 does lnwer
the age for 881 eligibility to age 62 by 1982; that, of course, has our support. 4

Our Associations offer the following comments on how each of these four pend-
ing proposals address specific reform items which we consider to be important
to the elderly poor.
(1) Benefit levels

Since the Inception of SS1, our Associations have repeatedly urged Congress to (.

raiso 551 payment levels to at least the officially defined poverty level. (In 1977,

' Se Appendix and also Table No. 6 of "Poverty Status of Families under Alternative
Definitions of Income", Congressional Budget Office, revised June 1977.
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official poverty levels were $2,900 for an elderly individual and $63,40 for an
elderly couple.) The high cost of this reform coupled with federal budgetary con-
straints have thwarted our efforts.

Under current 881 law, the federal government guarantees eligible individuals
an annual income of $2,134 and eligible couples an Income of $3,200. The cash
value of food stamps available to 881 recipients increases these benefit levels to
$2,334 for individuals (or $2,604, assuming the individual claims a maximum
shelter/dependent care deduction) and $8,606 annually for couples (or $3,878,
assuming a maximum shelter/dependent care deduction).* The chart on the
following page compares the combined federal 881 and food stamp benefits avail-
able under current law to those federal benefits that would be provided under
pending reform proposals.

As illustrated by the chart, both the Administration's plan and the House Wel-
fare Reform Subcommittee's proposal would guarantee entitlement to slightly
higher payment levels than those guaranteed under current law for most 8SI
recipients. The only SSI recipients who would lose benefits under these two pro-
posals are those individuals who could qualify for maximum food stamp benefits
because of high shelter and dependent care deductions. However, on balance, and
assuming states would continue to supplement federal benefits at current levels,
most S81 recipients would realize a modest gain in overall income under S. 2084
and H.R, 10950.

COMBINED FEDERAL CASH AND FOOD STAMP BENEFITS AVAILABLE TO SSI RECIPIENTS UNDER CURRENT LAW
AND PENDING REFORM PROPOSALS

(Senefit levels are expressed in annual and 1978 dollar terms)

SSI individuals SSI couples

Current law ............................ $2 334 to $2,604 --.......... .------- $ 608 to $3,878.3S. 2-4.. . . . ..------------------_-. ------ 2:500 ---...................... :-........ 750.
H.R. 109500 750.
N.R. 10711 -------------------------------- 2314 --------------------------------- 560.S.2777 -------------------------------------- $2, 334to 2,604-----$3,'to $3,878.1

9 Food stamp allotments are calculated under provisions of the 1977 Food and Agriculture Act January through June
1978 benefit levels. Figures show the possible range of SSI plus food stamp benefits, the lower amount being for recipients
taking no shelter/dependent care deduction, thehighs, benefit being for those taking the maximum shelter/dependent
care deduction.

The Congressional Budget Office has given us an idea of the number of elderly
individuals who would experience a drop in income under the most liberal pay-
ment levels as contained in S. 2084. Their initial study done in October 1977, en-
titled "Preliminary Analysis of the Distributional Impacts of the Administra-
tion's Welfare Reform Proposal," reveals that roughly 21 percent of families
headed by someone over age 65 would gain income under the Administration's
proposal, while 8 percent would lose."0 Considering the possible disruption to the
system that would occur under S. 2084, our Associations do not consider this
marginal trade-off between gainers and losers to be sufficient.

The Uliman reform proposal (H.R. 10711 ostensibly would raise Income guaran-
tees for the elderly by increasing annual federal SSI amounts by $180 for an
individual and $360 for a couple (beginning in 1980). This bill, however, would
make 881 recipients ineligible for food stamps and deny them any additional
Ibeneflts to which they would be entitled under that program. Most S81 recipients
who presently take advantage of their eligibility for food stamps would lose even
more income under this proposal than under S. 2084 and II.R. 10950. Our Associa-
tions cannot endorse the Uliman proposal because it does not raise 881 payment
levels enough to compensate recipients for loss of their food stamp benefits.

The S81 recipients who would gain under the Ullman bill fall into two cate-) gories: (1) those persons who presently are eligible for food stamps but do not

The potential food stamp values are calculated under provisions of the Food and Agri-
culture Act of 1977 at January through June 1977 benefit levels and assume the 881
benefit is the recipient's only income. House Agriculture, Education and Labor, and Ways
and Means Committee Print "Explanatory Material to Accompany H.R. 10950, Compari-
son of Title I with Present Law" (Feb. 28, 1978).

10 The Congressional Budget Office has stated that the preliminary estimates contained
In this study underestimate the amount of food stamp benefits provided to recipients in
1975. Therefore, their estimates may overstate the number of gainers and understate the
number of losers for those who receive food stamps under the current program.
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participate in the program, and (2) those persons who live in states that provide,
a supplementary payment that is substantial enough to cause a reduction in their
food stamp benefit to a level below the increases provided by the Ullman bill
($180 and $360 per year for individual's and couples, respectively). Only 21 states
currently supplement federal benefits to such a degree that SRI/food stamp
recipients living in those states would gain income under H.R. 10711. The elderly
- SI population residing in those 21 states constitutes only one-quarter of the
entire elderly SSI population. Furthermore, for these individuals to gain income
under the Ullman bill, the 21 states would have to maintain their current level
of supplementation while passing-through the increased federal payment level to
recipients.

In our opinion, neither the Ullman plan nor the Administration's proposal'
would raise federal payment levels enough to justify denial of food stamp bene-
fits for SSI recipients. We recognize that participation in the food stamp pro-
gram by the elderly is extremely low (only one-quarter of eligible elderly re-
ceive food stamp benefits) and all those who do not participate would realize an
Income gain under a cashed-out system. Nevertheless, Congress should recog-
nize that attempting to combine cash benefits and food stamps into a single
payment and, at the same time denying food stamp eligibility, will inevitably
hurt certain SSI recipients who currently qualify for the maximum amount of
assistance under the food stamp program. Unfortunately the particular 551 re-
cipients who would be most hurt under this scheme are the most impoverished-
they are likely to have no income other than SSI and live In states which do not
offer any supplement to the federal SS1 payment.

We recognize that cashing-out the value of food stamps will ultimately benefit
the majority of SSI recipients and, therefore, our Associations support that ob-
jective. However, cash-out must be done in such a manner that the current value
of food stamp benefits is preserved. These values cannot be preserved in a reform
effort which combines S81 and food stamp benefits into a single cash payment
that falls below the poverty level.

Rather than cashing-out food stamps at this time, we believe it would he more
in the interest of the elderly to substantially increase SSI payment levels while
encouraging elderly participation In the food stamp program. Recently enacted
food stamp reforms which are to be implemented this fall (such as elimination
of the purchase requirement and food stamp certification of SSI recipients at so-
cial security offices) are predicted to increase elderly participation rates. An
emphasis should he placed on implementing these reforms as rapidly as possible
so that we may observe their impact.

Before leaving the topic of payment levels, our Associations would like to point
out the critical need to preserve the automatic cost-of-living adjustment mecha-
nism which exists under current SSI law. Although the Administration's bill
omitted this provision, we are encouraged by the House Welfare Reform Sub-
committee's decision to include it in their reform proposal. Our Associations urge
this Subcommittee to do the same in order to prevent the inevitable and rapid
deterioration of benefit purchasing power that would result from high rates of
inflation.
(2) State supplementation

The Administration's welfare reform plan proposes that the federal govern-
ment share 25 percent of a state's cost of supplementing the federal payment
level for aged, blind and disabled recipients. This federal cost-sharing would be
permitted for benefit levels up to 150 percent of the poverty level (i.e.-$3,780 for
singles and $5,670 for couples).

Our Associations consider this section to he an important reform item be-
cause it provides one method for a national welfare system to compensate recipi-
ents for regional cost-of-living differentials. The House Welfare Reform Sub-
committee's version retains this provision, but limits it to either current benefit
levels or the poverty level, whichever is higher. We urge this SubcQmmittee to
adopt the more liberal provision contained in the Administration's proposal.

During the first three years of the program prolpsed by S. 2084, states
would be required to spend on public assistance a certain percentage-of the total
amount they previously spent on AFDC, SS, emergency assistance and general
assistance. The current 551 recipient receives no guarantee under this pro-
vision that his supplemental benefit will not be reduced because the state,
although maintaining its overall effort, is not required to allocate a specific
proportion of its welfare budget to SSI supplementary payments.
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Furthermore, the three year transition period was selected by the Adminis-
tration on the basis that AFDC caseloads turn over-approximately one-third
each year so that all current recipients would be protected. There seenis to be
no consideration of the fact that 881 caseloads probably have a much lower
turnover rate. It is clear that current SSI recipients need more adequate and
specific protection under the maintenance of effort provisions contained In
S. 2084.
(8) Treatment of income

The Associations are concerned with the treatment of earned and unearned
Income of the over age-65 recipient under various reform proposals. In general,.
unearned income would be treated more favorably under the Administration's
proposal and the House Subcommittee bill than under current SSI law. S. 2084
and II.R. 10950 would disregard 20 percent-of most types of unearned income
(such as social security). The 20 percent disregard is far better than the flat
monthly $20 disregard for unearned income which exists under present law.
In the past, our Associations have recommended that the present $20 disregard
be increased and cost-indexed. We therefore urge this Subcommittee to accept
the Administration's proposal to apply a progressive rate to the unearned in-
come disregard.

Our Associations consider the treatment of earned income for the aged in-
dividual under S. 2084 to be harsh and a strong disincentive to work. The
Administration's plan would immediately reduce the federal benefit payment for
older persons by 50 cents for each dollar of earned income. This is a larger
reduction in benefits than occurs under existing law wherein an Individual or
couple is permitted to disregard the first $65 of monthly earned income before
taking a 50 percent reduction in their 81 benefit. (This $65 disregard when
added to present SSI payment levels exceeds the higher payment levels proposed
by S. 2084 for both individuals and couples.)

The House Welfare Reform Subcommittee voted to at least retain the present
65 disregard. However, our Association believe this figure, which was set over

four years ago, is outdated and needs to be indexed up to current wage levels.
Once updated, an automatic mechanism that iFould annually increase the
disregard should be put In place.

With respect to the treatment of in-kind Income, our Associations oppose the
one-third reduction in payment levels which occurs when an elderly person lives
in the household of another. This is a disincentive for families or other persons
to care for the elderly in their homes. Sli:dilarly elderly persons living alone who
receive in-kind assistance (such as rent assistance, food, etc. from other persons)
should not be forced to take such a penalizing reduction in their payment levels.
(4) Assets lAniitg

Although provisions governing the treatment of assets under the Administra-
tion's bill tend to be more liberal than under current 91I law. application of the
necessary rules and formulas contained in .. 20,4 would complicate the eligibility
determination process. In response to this problem, the House Welfare Subcom-
mittee voted to retain the present asset limits used In the 551 Program-$1.7N)0
for individuals and $2.250 for couples. These limits were established over four
years ago and. in our opinion, are overly restrictive. Assets limits serve to exclude
many otherwise needy individuals from the .81 Program.

It as been estimated that 12 percent of elderly families whose Incomes fell below
SS payment standards were made Ineligible for SST strictly as a result of the
assets test."1 Our Associations urge this Subcommittee to Increase the assets
limits to more realistic levels.
(5) Accounting period and rcdeterminalion

Eligibility for SSI payments is determined on a three-month prospective basis.
S. 2084 prescribes a six-month retrospective accounting period and H.R. 10050
proposes n one-month retrospective period. To protect current recipients, eligibil-
ity for this program should continue on a prospective, rather than a retro-
sl ective basis. If a retrospective basis is adopted for all recipients, a special
emergency aid plan Is needed for vulnerable older persons who may suddenly
find themn.elves unemployed and not eligible for unemployment insurance and

)o otherwise ineligible for welfare for up to six months.

11 Moon. MarIlyn. "Treatment of Assets In Cash Benefit Programs for the Aged and
Disabled". Teehnal paper prepared for the Federal Council on Aging study entitled, "The
Treatment of Assets And Income for Assets In Income-Conditioned Government Benefit
Programs" (Sept. 1, 1977).
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Furthermore, because the elderly's income tends to be more fixed, it Is recom-
mended that they not be required to be redetermined for eligibility more than
once a year.
(6) Jobs program

The Associations are dissatisfied with the provision made in 8. 2084 for the
employment of 1.4 million workers in public service jobs for principal earners
in families with children. The new program of job search and job creation would
be administered by CETA prime sponsors and the existing local state employ-
ment offices. While this initiative is important, it does nothing for the employ-
ment of older workers. The older worker is not required or expected to work
under this proposal and therefore Is not eligible for a job. Opportunities, in the (,
past, for older workers under CETA have been extremely limited and it seems
that this discriminatory administration of the Act Is to be perpetuated.

The creation of 1.4 million jobs for welfare recipients threatens to absorb all
or nearly all of the current public service jobs open to Title IX participants.
Title IX of the Older Americans Act provides part-time community service em-
ployment opportunities to many unemployed, low-income elderly persons who
have poor employment prospects. We fear the thrust of the new welfare proposal
could divert opportunities away from this Important program.

Our Associations believe it is highly discriminatory to exclude the elderly from
training and working opportunities under the new welfare program. An appro-
priate portion of these opportunities and slots should be made available to them.

ESTIMATED BENEFIT EXPENDITURES FOR MAJOR WELFARE AND SOCIAL INSURANCE PROGRAMS FOR FISCAL
YEAR 1977

lin billions of dollars

Program Federal State and local Total

Welfare --------------------------------------------------------- - 36.7 15.0 51.7

Cash benefits:
Aid to families with dependent children ---------------------- 5. 7 4.6 10.3
Supplemental security income ----------------------------- 4.7 11.6 6.3
Veterans' and survivors, non-servce-connected pensions ...... 3.1 ------------- 3. 1
Earned income tax credit ... ------------------------------. 9 ----------.. 9
General assistance ---------. ..------------------------------------------ 1.3 1.3

Total ----------------------------------------------- 14.4 7.5 21.9

In-kind benefits:
Food stamps ------------------------------------------------- 4.5-4. 5
Child nutrition and other Department of Agriculture food

assistance ---------------------------------------------- 3.3 ------------ 3.3
Medicaid ------------------------------------------------ 9.7 7.5 17.2
Housing assistance -------------------------------- 3.0 -------------- 3.0
Basic educational opportunity grants ----------------------- 1.8 -------------- 1.8

Total ------------------------------------------------- 22.3 7.5 29.8

Social insurance .................................................. 127.1 6.7 133.8

Cash benefits:
Old ase, survivors, and disability Insurance and railroad

retirement -------------------------------------------- 84.1 -------------- 84.1
Special compensation for disabled coal miners ................ .9 .............. .9
Unemployment compensation I ---------------------------- 15.2 .............. 15.2
Veterans and survivors' service-connected compensation - 5.7 .............. 5.7
Workmen's compensation s .................................. . 6.-7 6.7

Total ................................................. 105.9 6.7 112.6
In-klnd benefits: Medicare .............................. 21.2 .............. - 21.2

Total, welfare and social Insuranc ......-................ 163.8 21.7 185.5

Excludes State administered supplements.
Benefits are paid from a Federal trust fund and are financed by Federal and State taxes.

5 Programs are administered by States and usually financed by employers.
. Lists of Federal income security programs often Include Federal civil service pensions. Pension programs are excluded

here since they are qualitatively different from the other income security programs.
Sources: Federal expenditures, "The Budget of the United States Government, Fiscal Year 1978--Appendix": State

and local expenditures, U.S. Department of health, Education, and Welfare. Office of the Assistant Secretary for Planning
and Evaluation, "An Overview of the Income Security System," paper I (draft). Welfare Reform Analysls Series (Office
of the Assistant Secretary for Planning and Evaluation, n.d.; processed). (Reporoduced from table $-1, p. 253, chapter
"Welfare Reform," "The 1978 Budget, Setting National Priorities," The Brookno Institute.)
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WELFARE PROGRAMS DIRECTLY CONCERNED IN PRESIDENT CARTER'S WELFARE REFORM PROPOSALS, FISCAL

YEAR 1977
[in billions of dollars)

Budgeted outlays

State andProgram federal local Total

AFC---------------- ------------------------------ 5.7 4.6 10.3
SSI ...............----------------------------------............ 4.7 1.6 6.3
Food stamps ----------------------------------------------------. 4.5 .............. 4.5
Earned income tax credit ------------------------------------------ .9 -------------- .9

Total -----------.----------------------------------------- 15.8 6.2 22.0

Note: Abstracted from table 8-1, p. 253, "The 1978 Budget, Setting National Priorities," the Brookingi Institute.

THE WAR ON POVERTY FOR THE ELDERLY-THE DECLINE OF THOSE LIVING BELOW THE POVERTY LEVEL
TABLE 6-9.-FAMILY STATUS AND RACE OF PERSONS 65 YEARS OLD AND OVER BELOW THE POVERTY LEVEL, 1959-74

INumbeis in thousands, persons as of March 1975, March 1971, March 1967, and April 19601

Family status and race
Number below poverty level Percent below poverty level

1974 1970 1966 1959 1974 1970 1960 1959

All peros 65 years old and over ----------- 3,308 4,793 5,114 5,481 15.7 24.6 28.2 35.2
In families ---------------------------- 1,243 2,013 2,507 3,187 8.5 14.8 19.2 20.0

Head ............................. 760 1,188 1,450 1,787 9.5 15.5 20.0 29.1
Male -----------.----------- 616 1,218 1,507 8.9 15.9 26.9 29.1
Female ----------------------- 144 209 231 280 13.0 20.4 26.4 28.8

Other family members -------------- 483 825 1,057 1,400 7.3 13.0 17.2 24.6
Unrelated individuals .................... 2,065 2,779 2,607 2,294 31.8 47.2 53.8 65.9

Male ----------------------------- 390 549 563
female ---------------------------. 1,675 2,230 2,044

White ------------------------------------ 2,642 4,011 4,357
Black ------------------------------------- 626 735 722

703 26.8 38.9 44.5 59.0
1,591 33.2 49.8 57.6 63.3

4,744 13.8 22.6 26.4 33.1
711 36.4 47.7 55.1 53.5

Source: "Current Population Reports;, Series p-60, No,. 86, 91, and 99, and unpublished data for 1966.

MIDYEAR 1977 STUDIES OF ELDERLY LIVING IN POVERTY TAKING IN-KIND INCOME INTO CONSIDERATION
TABLE 6.-FAMILIES BY AGE BELOW THE POVERTY LEVEL UNDER ALTERNATIVE INCOME DEFINITIONS, FISCAL

YEAR 1976

Pretaxpost-In-kind Postlaxl postotal
Pretax/ Pret transfer Income transfer income

Pretax/ Postcil posbo
pretransfer insurance transfer

Families In Poverty inome income income I II I 11

(A) Under 65:Number (thousnds).... 11 789 8,994 8029 6 710 5,463 , 816 5,615
Percent of under 65 ..... 1&6 14.2 12.7 -10.6 8.6 10.9 8. 9

(8) 65 and over:Number (thousands). 9 647 3 459 2 686 2,268 977 2 279 982Pecmn of 65 and over ...... 9.9 1.5 16.7 14.1 6.1 14.1 6.1

SCol. I excludes medicare and medicaid benefits received b) families particpating In Diose programs; col. II Includes
medicare and medicaid beet

4 Note: Table No. , "Pavrty Status of Families under Altenative Definitions of Income," Congressional Budget Office,
Revised June 1977.

Source: Appendix table A-I&
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TABLE12.-MAJOR INCOMEFASSISTANCE PROGRAMS

Fiscil year 1977
expenditures

Date Recipiunts I State and
Program enacted (millions) local Federal

generall assistance ---------------------------------- NA 0. 9 $1.3 0Veterans pensions ---------------------------------- 1933 2 3 0 $3.1Aid to farmilies with dependent children ----------------- 935 11.4 4.6 5.7
Housing assistance --------------------------------- 1937 3.0 NA 3.0Food stamps -------------------------------------- 1964 17.7 NA 4.5Medicaid ------------------------------------------ 1965 24. 7 7.5 9.7Basic opportunity grants ----------------------------- 1972 1.9 0 1.8Supplemental security income ------------------------ 1972 4.4 1. 4.7
Earned income tax credit -------------------------- 1975 6.3 0 1.3

Total l-------------- al------------ --------------------------- 15.0 33.8
Total;(Federal, State, and local) ---------------------------------.------------------------ 48.8

The total number oflrecipients is not the simple sum of the recipients of each program, because many persons re-
ceive benefits from more than 1 program.

Source: "The Budget of the United States Government, Fiscal Year 1978," appendix. January 1977. Fiscal year 1977
-expenditures are estimated.

STUDIES IN PUBLIC WELFARE--THE MULTIPLICITY OF FEDERAL GOVERNMENT

PROGRAMS

TABLE 1.-Agenciee contacted and programs reviewed

Depa rtment/Agency
Health, Education, and Welfare:

Social and Rehabilitation
Service.

Office of Education ------------

Office of the Secretary ---------
Health Services and Mental

Health Administration.

Program

Aid to families with dependent children
(AFDC).

Old age assistance (OAA).
Aid to the permanently and totally dis-

abled (APTD).
Aid to the blind (AB).
Emergency welfare assistance.
Medical assistance program (Medicaid).
Work incentive program (WIN)--child

care.
Rehabilitation services and facilities-

basic support.
Refugee assistance-welfare assistance

and services (Cuban refugee program).
Child development--ehild welfare re-

search and demonstration grants.
Educational opportunity grants.
Educationally deprived children-local

educational agencies (title I, ESEA-
Part A).

Follow-through.
Child development-Headstart.
Communicable diseases-veneral disease

control.
Maternal and child health services.
Family planning project.
Health care for children and youth (chil-

dren and youth projects).
Dental health for children (dental care

projects).
Mental health-staffing of comprehensive

alcoholism service.
Comprehensive public health services--

formula grant.
Communicable diseases-tuberculosis con-

trol.
NOTE. From Supplement A, Paper No. 0, Studies in Public Welfare "How Public Wel-'fare Benefits are Distributed in Low-Income Areas," A Staff Study, March 26, 1973. Sub-•committee on Fiscal Policy, Joint Economic Committee.

V.

(

,
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TABLE 1. Agencies contacted and programs reviewed-Continued

Department/Agency
Ilealth, Education, & Welfare-

Social Security Administrat

Agriculture:
Food and Nutrition Servic

Farmers Home Administrat

Agriculture Stabilization
Conservation Service.

Extension Service ---------

.Labor:
Manpower Administration..

Con.
Program

tion. Health insurance for the aged-hospital
insurance (1I1) (medicare).

Health insurance for the aged-supple-
mentary medical Insurance (SMI)
(medicare).

Social security-old age insurance (OAI).
Social security-survivors insurance

(8I).
Social security-disability Insurance

(1)).
Social security benefits for persons aged

72 and over.
Special benefits for disabled coal miners

(black lung benefits).
(103)

e___ Food stamps.
National school lunch program.
School breakfast.
Food distribution (surplus commodities

program).
Special milk program for children.

lon- Low- to moderate-income housing loans
(rural housing loans).

Rural rental housing loans.
Very low-income housing repair loans

(section 504 housing loans).
and Rural environmental assistance program

(REAP).
Feed grain production stabilization (feed

grain direct payments).
Wheat production stabilization (wheat

direct payments).
Shorn wool and unshorn lamb (pulled

wool) and mohair payments.
. Extension programs for improved nutri-

tion.

--- Work incentive program-training and
allowance (WIN).

Operation mainstream.
Manpower development and training

(MDTA) -institutional training.
Concentrated employment program

(CEP).
Neighborhood youth corps (NYC).
Emergency employment assistance

(EEA).
Unemployment insurance (UI)-grants

to States.
Job corps.
Job opportunities in the business sector

(JOBS).
Job opportunities in the business sector-

optional program (JOBS optional).

NOTE. From Supplement A, Paper No. 6, Studies In Public Welfare "How Public Wel.
fare Benefits are Distributed in Low-Income Areas," A Staff Study, March 26, 1973. Sub-
committee on Fiscal Policy, Joint Economic Committee.
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TABLE 1. Agencies contacted and programs reviewed-Continued

Departm en t/A gency
Housing and Urban Development:

Housing Production and Mort-
gage Credit/Federal Housing
Administration.

Community Development ------

Model Cities...............

Office of Economic Opportunity_____

Interior:
Bureau of Indian Affairs ------

Veterans' Administration:
Department of Veterans' Bene-

fits.

Department of Medicine and
Surgery.

Pr ogram

Public housing acquisition (with or with-
out rehabilitation) and construction.

Mortgage insurance-rental housing "or
low- and moderate-income families,
market interest rate (221(d)(3) man'
ket rate).

Interest subsidy-homes for low-income
families (2351).

Interest reduction payments-rental and
cooperative housing for lower-income
families (236).

Rent supplement-rental housing for
lower-income families (rent supplement
program).

Public housing-leased (leased housing,
(section 23 and section 10(c)).)

Housing rehabilitation loans and grants.
Urban renewal projects.
Homemaker service.
Health manpower supplement.
Mental health.
Child care.
Health manpower development.
Housing improvement program.
Community adjustment services and treat.

ment.
Higher education assistance program.
Loans and grants program.
Comprehensive neighborhood health serv-

ice program.
Family planning.
Legal services.
Emergency food and medical service.
Comprehensive health services (neighbor.

hood health center).
Community action.

Indian employment assistance.

Compensation for service-connected deaths
for veterans' dependents.

Pension for nonservice-connected disabil-
ity for veterans (pension).

Pension to veterans' widows and children
(widows pension).

Veterans compensation for service-con.
nected disability (compensation).

Veterans educational assistance (GI bill).
Vocational rehabilitation for disabled vet.

erans (vocational rehabilitation).
War orphans and widows educational as-

sistance.
Veterans' hospitalization (VA hospitaliza-

tion).
Veterans outpatient care.
VeteranA prescription service (medicine

for veterans).
Veterans prosthetic appliances (prosthetic

services).
Noue. From Supplement A, Paper No. 6, Studies in Public Welfare "How Public Webfare Benefits are Distributed in Low-Income Areas," A Staff Study, March 26, 1978. Sub-

committee on Fiscal Policy, Joint Economic Committee.
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TABLE 1. Agencies contacted and programs reciewcd-Continued

Department/Agency
Railroad Retirement Board --------

Civil Service Commission -----------

Program
Railroad retirement.
Railroad unemployment insurance.
Federal employment for disadvantaged

youths--summer (summer aids).
Federal employment for disadvantaged

youths-part time (stay-in-school cam-
paign).

Federal summer employment
Jobs in Federal agencies).

(summer

STUDIES IN PUBUO WELFARE--THE MULTIPLICITY OF STATE GOVERNMENT
PROGRAMS

State-Operated Programs ---------- General Assistance (GA).
Family planning.
Workmen's compensation.
Medical assistance under general assist-

ance program.
Foster care.
Extension service camp for low-income

families.
Child care center.
Payment of medicare premium by State

welfare departments.

NOTre. From Supplement A, Paper No. 6, Studies in Public Welfare "How Public Wel.
fare Benefits are Distributed in Low-Income Areas," A Staff Study, March 26, 1973. Sub-
committee on Fiscal Policy, Joint Economic Committee.

[Whereupon, at 2:09 p.m., the subcommittee recessed, to reconvene
upon the call of the Chair.]
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