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tional Capitai Area, Washington, D.C -------- _------------- 2491
Morrison-Knudsen Co. of Boise, Idaho, Lee E. Kfiack, director of labor

relations ---------------------------------------- . ---- 1441
Murphy, Richard E., assistant to the general president, Service Employees

International Union, AFL-CIO; accompanied by:
Paul Quirk, president, local 509, Boston, Mass ----------------- 1759

Myers, Robert J., former chief actuary, Social Security Administration... 861
Nagle,4J6hn F., chief, Washington office, National Federation of the Blind. 775
Nittonal Association of Blue Shield Plans, James D. Knebel; accompanied

TLawrence C. Morris, vice president, planning and prograniing, -
NABSP ---------------------------------------------- 2787

National Association for Mental Health Hilda Robbins member, Public
Affairs Committee; president, Pennsyivania Mental Health, Inc., Fort
Washington, Pa ------------------------------------------------ 2479

National Association for the Advancement of Colored People, Clarence
Mitchell, director, Washington Bureau ------------------------ 2220

National Association of Counties, Doris Dealaman, Freeholder, Somerset
County N.J., chairman, Welfare Committee' accompanied by:

Ell s P. Murphy, director, social services, Los Angeles County, Calif.,
O*aident National Association of County Welfare Directors;

DAVid Daniel, director, public aid, Cook County, Ill.; and
Ralph Tabor, director, Federal affairs, National Association of Coun-

ties --------------------------------------------- 1220
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National Association of Life Underwriters Committee on Federal Law and
Legislation, Burton C. Holmes CLU, vice chairman; accompanied by: Page

Michale Kerley, staff counsel NALU ------------------------ 906
National Association of Social Workers, Inc., Rev. Bernard J. Coughlin,

chairman, Division Cabinet of Social Policy and Action; accompanied
by:

Glen Allison, directQr, Washington Office NASW ---------------- 1690
National Association of State Mental Health Program Directors, Jonathan

Leopold, M.D., commissioner, Department of Mental Health, State of
Vermont; Kenneth Gaver, M.D., commissioner, Department of Mental
Hygiene and Corrections, State of Ohio; accompanied by:

Harry C. Schnibbe, executive director -- _------------------------ 924
National Cohference of Catholic Charities, Rev. Msgr. Lawrence J.

Corcoran, secretary ---------------------------------------------- 1727
National Coordinating Committee for Trade Union Action and Democracy,

Fred Gaboury, cochairman --------------------------------------- 1775
National Council for Homemaker-Home Health Aide Services, Inc.,

Florence Moore; accompanied by:
Patricia Gilroy executive director, Homemaker Service of the Na-

tional Capital Area, Washington, D.C ------------------------- 2491
National Council of Jewish Women, Mrs. Donald Brown, national board

member- accompanied by:
Mrs. Bernard Koteen, chairman, Day Care Committee ------------ 1733

National Federation of Independent Business, James A. Gavin, legislative
director; accompanied by:

Thomas Rae Washington, D.C., staff ------------------------- 914
National Federation of the Blind John F. Nagle, chief, Washington office.. 775
National Federation of Social Service Employees and Affiliated Organi-

zations, Ozzie Edwards ------------------------------------------ 2507
National Federation of Student Social Workers, Thomas J. Banaszynski;

accompanied by:
Hector Sanchez, coordinator of education, NFSSW --------------- 1867

National health and environmental law program, Margaret Ewing,
University of California, Los Angeles; accompanied by:

Harvey Makadon, health law project, University of Pennsylvania
Law School ------------------------------------------------ 2702

National League of Senior Citizens, Mike Burk, legislative advocate,
Los Angeles, Calif ---------------------------------------------- 899

National Legislative Conference, Charles F. Kurfess, speaker, Ohio
House of Representatives; accompanied by:

Allen Dines State senator, Colorado; and
Richard S. Hodes State representative, Florida -------------- 2252

National Medical Association, Emerson Walden, M.D.; accompanied by:
Drs. John Chissell, Erman Edgecomb, John A. Kenney, Jr.; and
Loy Kirkpatrick, counsel --------------------------------------- 2636

National Retired Teachers Association, Peter Hughes, legislative represent-
ative; accompanied by:

Robert Sykes, legislative representative ------------------------ 750
National Urban League, Vernon E. Jordan, Jr., executive director .---... 2210
National Welfare Rights Organization, George A. Wiley, executive director;

accompanied by:
Beulah Sanders, national chairman, NWRO ---------------------- 2059

New York State Civil Service Employees Association, Theodore C. Wenal,
president ----------------------------------------------- 2234

New York State Legislature, Hon. Henry A. Wise former member ---. - 1626
Nixon Allen, president-elect, Southern States Industrial Council; accom-

panied by:
Anthony Harrigan, executive vice president ---------------------- 1 . 620

Noland Royce P., executive director, American Physical Therapy Associa-
tion, Washington, D.C ------------------------------------------- 2486

North Carolina Social Services Association. E. C. Modlin, president;
accompanied by:

Beverly Heitman, chairman, H.R. 1 Task Force of North Carolina.-, 1700
Northwestern National Life Insurance Co., John S. Pillsbury, Jr., chairman -

and chief executive officer ------------------------------------ 740
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Obey, Hon. David R., a Representative in Congress from the State of Pae
Wisconsin ------------------------------------------------ 1212

Oglivie Hon. Richard B., Governor, State of Illinois; accompanied by:
Edward T. Weaver, director, Illinois Department of Public Aid - ---- 1043

Oiler, Jose Garcia, M.D., president, American Council of Medical Staffs;
accompanied by:

Edward S. Hyman, M.D., secretary, ACMS -------------------- 2683
Pechman, Joseph A.; accompanied by:

Alice M. Rivlin, Brookings Institution --------------------------- 801
Pepper, F. J., M.D., vice chairman, American Veterans Committee ------ 2288
Percy, Hon. Charles H., a U.S. Senator from.Illinois ------------ _---- 1377
Pillsbury, John S., Jr., chairman and chief executive officer, Northwestern

National Life Insurance Co., on behalf of American Life Convention,
Life Insurance Association of America, and Life Insurers Conference,
accompanied by:

Richard Minck, actuary, Life Insurance Association of America ----- 740
Public Services Committee P. Richard Stoesser, chairman, Board of

Commissioners, Midland County, Mich- accompanied by:
R. Jerry Bennett, chairman, Board oi Commissioners; and
H. M. Meredith, county social services director ------------------ 1303

Reagan, Hon. Ronald, Governor of the State of California; accompanied
by:

Robert Carieson, director of social welfare ---------------------- 1873
Reid, Joseph H., executive director, Child Welfare League of America;

accompanied by:
Jean Rubin, staff --------------------------------------------- 2026

Richardson Warren S., general counsel, Liberty Lobby Washington, D.C 770
Robbins, Hilda member, Public Affairs Committee, National Association

for Mental Health; president, Pennsylvania Mental Health, Inc., Fort
Washington Pa. ----- 2479

Rockefeller, HRon. Nelson A., Governor of the State of New York; accom-
panied by:

Barry Van Lare, executive deputy commissioner, Department of
Social Services, New York State -------------- w--------- ---- 2144

Ross, Hon. James E., chairman, Beaver County Commissioners, Beaver,
Pa accompanied by:

dosmo Morabito, assistant administrator, Beaver County Hospital,
Pa --------------------------------- ---------------- 2581

Salt Lake area community action program, William F. Biggs, Salt Lake
City, Utah- accompanied by:

Bonnie Hartley, vice president, Utah Welfare Rights; and
Andrew Gallegos, Coalition of Spanish Speaking Organizations of

Utah ----------------------------------------- 2358
Sargent, Hon. Francis, Governor of Massachusetts; accompanied by:

Leonard Hausman; and
Edward Moscovitch, economists ---------.-------------------- 942

Schloss, Irvin P., legislative analyst, American Foundation for the Blind,
Washington, D.C ----------------------------------------------- 790

Service Employees International Union, AFL-CIO, Richard E. Murphy,
assistant to the general president; accompanied by:

Paul Quirk, president, local 509, Boston, Mass ------------------- 1759
Shaker, William H., Delta Assoiates International ------------------ 2299
Sheppard and Enoch Pratt Hospital, Robert W. Gibson, Towson, Md..._ 2408
Shore Chester, chairman, Committee on Federal Legislation, Health and

Welfare Council of the National Capital area --------------------- 2289
Simonds Warren W., president, Louisiana Hospital Association; accom-panied by:Charles R. Gage, executive director LHA ---------------------- 2516

Smith, Hon. Preston, Governor, State ol Texas; accompanied by:
Raymond Vowell, commissioner of public welfare, and
Ed Powers ---------- ----------------------------------- 1088

Smith, Richard S., welfare supervisor, Prince Georges County, Md.,
Department of Social Sciences --------------------------------- 887
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Social Security Administration Robert J. Myers former chief actuary.. 861
Southern Illinois University, Carbondale, Ill., Thomas M. Brooks, dean,

School of Home Economics, member, American Home Economics
Association; accompanied by: -

Doris Hansen, executive director, American Home Economics As-
sociation -------------------------------------------------- 1637

Southern States Industrial Council, Allen Nixon, president-elect; accom-
panied by:

Anthony Harrigan, executive vice president --------------------- 1620
Stoesser, P. Richard, chairman, Public Services Committee, Board of

Commissioners, Midland County, Mich.; accompanied by:
R. Jerry Bennett, chairman, Board of Commissioners; and
H. M. Meredith, County Social Services Director----............. 1303

Stone, Virginia, chairman, Executive Committee, Division of Geriatric
Nursing Practice American Nurses' Association; accompanied by:

Constance Holeran, director, Governmental Relations Department,
ANA ------------------------------------------------------ 2421

Thompson, William, stated clerk, United Presbyterian Church, U.S.A.;
accompanied by:

Dorothy Height, vice president, National Council of Churches of
Christ in the U.S.A.; and

Hobart Burch, general secretary for health and welfare, United Church
of Christ Board for Homeland Ministries --------------------- 1472

Tresnowski, Bernard R., senior vice president for Federal programs, Blue
Cross Association ----------------------------------------------- 2744

Trister, Michael B., Washington Research Project Action Council; ac-
companied by:

Nancy Duff Levy ------------------------------------------ 2352
Ullmann Hon Al, a Representative in Congess from the State of Oregon. 1292
United Presbyterian Church, U.S.A., William Thompson, stated clerk;

accompanied by:
Dorothy Height, vice president, National Council of Churches of'

Christ in the U.S.A.; and
Hobart Burch, general secretary for health and welfare, United Church

of Christ Board for Homeland Ministries ---------------------- 1472
U.S. Catholic Conference, John E. Cosgrove, director, social development. 1714
Walden, Emerson, M.D., president, National Medical Association; ac-

companied by:
Drs. John Chissell, Erman Edgecomb, John A. Kenney, Jr.; and Loy

Kirkpatrick counsel - ------------------------------------- 2636
Washington Hospital Center, Richard M. Loughery, administrator, on

behalf of the American Hospital Association; accompanied by:
Kenneth Williamson, deputy director, AHA, and director, Wash-

ington Service Bureau --------------------------------------- -2274
Washington Research Project Action Council, Michael B. Trister; accom-

panied by:
Nancy Duff Levy ---------------------------------------------- 2352

Washington State Welfare Rights Organization, Mrs. Elaine McLean,
vice president -------------------------------------------------- 2239

Webber, Clyde M., executive vice president, American Federation of
Government Employees- accompanied by:

Stephen A. Koczak, director of research ----------------------- 51
Weems, Samuel A., prosecuting attorney, 17th Judicial District, State of

Arkansas, legislative chairman of the Arkansas Prosecuting Attorneys
Association ---------------------------------------------------- 835

Welch George A., Area Resources Improvement Council, Benton Harbor,
Mich.; accompanied by: .J. Howard Edwards, executive director, ARIC;

Roger Curry, executive vice president, Twin cities Area Chamber of',/ •
Commerce; and

Andy Takaes, director, government and urban affairs, Whirlpool Corp. 1320
Wensl, Theodore C., president, New York State Civil Service Employee

Association ---------------------------------------------- 2234
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Wiggins, Jack G., psychologist Cleveland, Ohio, member, Board of

Governors, Council (or the Advancement of Psychological Professions
and Sciences (CAPPS), and executive committee; accompanied by:

A. Eugene Shapiro, diplomate, clinical psychology, consultant in Pal
psychology, St. Michael's Hospital, Newark, N.J .................. 2434

Wiley, George A., executive director, National Welfare Rights Organiza-
tion; accompanied by:

Beulah Sanders, national chairman, NWRO ....................... 2059
Wilt, Lynda, president, Aid to Dependent Children Association of Lane

County, Oreg.; accompanied by:
Patricia Ban;
Robin Derringer; and
Loretta Daniel ------------------------------................. 2336

Wise Hon Henry A former member of the New York State Legislature.. 1626
Wolfbein, Seymour L, Chamber of Commerce of the United States of

America- accompanied by:
Karl Y. Schlotterbeck -consultant on economic security ............. 1389

Working Mothers United for Fair Taxation, Mrs. Gladys Kessler ........ 1746
Wyman, George K., president, American Public Welfare Association;

accompanied by:
Wilbur J. Schmidt, chairman, National Council of State Public Welfare

Administrators- and
Lloyd E. Rader, director, State Department of Institutions, Social and

Rehabilitative Services, Oklahoma ---------------------------- 1643
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Abzug, Hon. Bella S., U..S Representative from New York ------------ 2778
Acuff, Charles E president National Association of Coordinators of State

Programs for the Mentally Retarded, Inc - .--------------_----- 3318
AFL-CIO, Andrew J. Blemiller, director, Department of Legislation-- -- 1825
Ares, Sister Mary, O.P., administrator, Holy Family Hospital --------- 2983
A r Line Pilots Association, International Capt. Paul Metcalf, chairman,

Committee on Discrimination in Pilot EmpIoyment ---------------- 3360
Alabama State Agency for Social Security, Edna M. Reeves, director... 3323
Allied Pilots Association, Martin C. Seham general counsel ------------ 3445
American Association of Bioanalysts, Bernard Diamond, chairman,

Government and Professional Relations Council ----------------- _- 3406
American Association of Blood Banks ------------------------------- 3297

merican Association of Dental Schools, John J. Solley, D.D.S., president. 2993
American Association of University Women, Mrs. Sherman Ross, chairman,

legislative program committee.. ..................... . 3447
American Bar Association, Milton M. Carrow, chairman, section of admin-

istrative law ---------------------------------------------------- 2857
American Chiropractic Association and International Chiropractors Asso-

ciation, Dr. John L. Simons, president, American Chiropractic Associa-
tion; and Dr. William S. Day, president, International Chiropractors
Amociation ------------- - ------------------ 2857

American Clinical Laboratory Association, James L. Johnson, president... 3426
American Life Convention, Life Insurance Association of America, William

B. Harnman, Jr., general counsel, ALC, and Kenneth L. Kimble, vice
president and general counsel, LIAA ------------------------------ 749

American College of Nursing Home Administrators, Donovan J. Perkins,
D.P.A., president ---------------.----------------------------- 2860

American Insurance Association, T. Lawrence Jones, president ---------- 2558
4,jerican Medical Associhtion --------- ------------------------ 3242

1rican Nurses Association, Inc.:
Constance Holleran, director Government relations --------------- 2434

'Eileen M. Jacobi R.N., Ed. D., executive director -- _------------ 3240
American Nursing Rome Association of the Medicare and Medicaid

Programs, John K. Pickens --------------------------------------- 2528
American Optometric Association ----------------------------------- 2994
American Parents Committee, Inc., George J. Hecht, chairman --------- 2861
American Pharmaceutical Association ---------.--------------------- 3292
American Podiatry Association, Ernest M. Weiner, D.P.M., president... - 3305
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American Public Health Association --------------------------- 3364
American Society of Medical Technologists ----------------------- 3259
American Speech and Hearing Association, Kenneth 0. Johnson, Ph. D.,

executive secretary --------------------------------------------- 2862
Andersen, Arthur & Co., Allan J. Winick, partner ------------------ 2863
Annunzlo, Hon. Frank, U.S. Representative from Illinois ............... 2781
Anti-Defamation League of B nai B'rith, David A. Brody, director,

Washington office ----------------------------------------------- 3094
Armstrong, A. W bulkiness office manager, Overlake Memorial Hospital.- 2976
Arthur Young & 6o Washington, D.C ---- _------_-------------- 2374
Associated General Contractors of America, William E. Dunn, executive

director ----------------------------- - . . . . .. --- 3235
Association of American Physicians and Surgeons, Walter R. Burger,

M.D., secretary-treasurer ......................................... 3390
Association of Children and Youth Project Directors, Fred Seligman, M.D.,

M.P.H., chairman ---------------------------------------------- 3288
Baker, Gerald W., administrator, Willapa Harbor Hospital ----------- 2979
Ballard, John H., executive director, Welfare Council of Metropolitan

Chicago ------------------------------------------------------- 3253
Baroness Erlanger Hospital, E. B. Craig, controller, T. C. Thompson

Children's Hospital ---------------------------------------------- 2864
Beilenson Hon. Anthony C., U.S. State senator from California -------- 2810
Bennett, R. Jerry chairman Board of Commissioners --------------- 1319
Benson, Lucy Wilson, president, League of Women Voters of the United

States --------------------------------------------------------- 1268
Bentley, C. D., administrator, the Valley Memorial Hospital ---------- 2980
Bernadette, Sister Mary administrator, Saint Margaret's Hospital ------ 3098
Bernardin, Most Rev. Joseph L., general secretary, U.S. Catholic Con-

ference ---------------------------------------------------- 1726, 3447
Biaggi, Hon. Mario U.S. Representative from New York ------------ 2782
Biemiller, Andrew I., director, Department of Legislation, AFL-CIO .... 1825
Bigelow, John, executive vice president, Washington State Hospital

Association ------------------------------------------ 2985
Bird Robert J., Bird & Tansill ------------------------------ 3274
Blackburn, Clark W., general director, Family Service Association of

America --------------------------------------------------------- 3294
Blair, F. E., executive director Ohio Valley General Hospital Association. 2967
Bliss, Paul S., administrator, Seattle General Hospital --------------- 2979
Blomquist Paul administrator, Grays Harbor Community Hospital ----- 2978
Boucher, Anne 6 arey, chairman, Maryland Commission on the Status of

Women, Department of Employment and Social Services ----------- 2940
Boyer, John C., business manager, Mount Carmel Hospital ----------- 2976
Boynton, Alice, consultant United Low Income, Inc --- _------------ 3258
Brighton-Allston Community Health Corp Robert A. England, president. 3098
Bristor, Delos J., hospital administrator, doulee General Hospital ------- 2985
Brody, David A., director, Washington Office, Anti-Defamation League

of B'nai B'rith -------------------------------------------------- 3094
Bromberg, Michael D., director, Washington Bureau, Federation of

American Hospitals ----------------------------------------- 2928
Brown, Hon. Garry, U.S. Representative from Michigan ------------- 2785
Buck, Arthur L., state representative, National Legislative Conference

Task Force on Human Resources --------------------------- 2855
Buck, Hon. Arthur L U S State Representative from Wyoming ------- 2991
Buerger, Walter R., M.D., secretary-treasurer, Association of American

Physicians and Surgeons ---------------------------.------------ 3390
Bumpers, Hon. Dale, Governor of Arkansas ------------------------- 844a
Buonopane, Pat, East Boston Neighborhood Health Committee, Boston,

Mass ---------------------------------------------- 3097
Burk, Mike, legislative advocate, National League of Senior Citizens ----- 905
Burns, Hon. Jon A., Governor of Hawaii ------------------------- 2799
Cahill, Hon. William T., Governor of New Jersey ------------ -------- 2799
Carkulis, Theodore, State of Montana, Department of Public Welfare .... 3441
Carlton, Robert A., chairman, Monroe County Coalition for Welfare

Justice- --------------------------------------------- 3410
Carney, Hon. Charles J., U.S. Representative from Ohio ------------- 2786
Carrow Milton M., chairman, Section of Administrative Law, American

Bar Association --------------------------------------- 2857
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Carter, Hon. Jimmy, Governor of the State of Georgia ---------------- 1999
Cascade Valley Hospital, Allen K. Remington, administrator ------ 1 ---- 2979
Central Memorial Hospital, ClArence M. Pritchard, administrator ------- 2982
Chamber of Commerce of the United States, William P., McHenry, Jr.,

economic security manager ------------------------------- 1428, 2864
Child Care and Preschool Programs Commission, Office of Education,

Santa Cruz County, Calif., Richard R. Fickel, superintendent --------- 2878
Chisholm, Hon. Shirley, U.S. Representative from New York ----------- 2787
Church, Hon. Frank U S. Senator from Idaho ---------------------- 2761
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College of American Pathologists, Dr. C. A. McWhorter --------------- 2880
Colwell, David, president, Council of Planning Affiliates --------------- 2920
Committee on Income Maintenance, Joan Foley --------------------- 2888
Community Service Society, Bernard C. Fisher ---------------------- 2889
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Cook County Department of Public Aid ------------------------- 1234, 2918
Cornelius, Dorothy, A., R.N., executive director, Ohio Nurses Association.. 2965
Coon, Dr. Robert W., National Committee for Careers in Medical Tech-

nology -------------------------------------------------------- 3032
Coulee General Hospital, Delos J. Bristor, hospital administrator -------- 2985
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Council of Planning Affiliates, David Colwell, president --------------- 2920
Council of State Governments, William L. Frederick, director, eastern

office ---------------------------------------------------- 3156
Craig, E. B., controller, T. C. Thompson Children's Hospital, Baroness

Erlanger Hospital --------------------------------------------- 2864
Cruikshank, Nelson H., president, National Council of Senior Citizens -- 2964
Dailey, J. A., administrator, Walla Walla General Hospital ------------- 2982
Daniel, David L., director, Cook County Department of Public Aid- - --- 1234
Davey, Mrs. Elizabeth, member, board of directors, League of Women

Voters of Michigan --------------------------------------------- 1278
Davis, James A., president, board of trustees, Ferry County Memorial

Hospital ------------------------------------------------------- 2974
Davis, Leon J., president, National Union of Hospital and Nursing Home

Employees RWDSU, AFL-CIO --------------------------------- 2987
Day, Dr. Wifliam S., president, International Chiropractors Association.. 2857
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Dechant, Tony T., president, National Farmers Union ---------------- 2964
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Department of Employment and Social Services, Anne Carey Boucher,

chairman, Maryland Commission on the Status of Women ------------ 2940
Department of Health and Hospitals, Dr. Rowland L. Mindlin, director,

maternal and child health ------------------------------------ 2992
Department of Health, Section of Hospitals and Medical Facilities, Verne

A. Pangborn director ------------------------------------------- 3130
Department oF Justice, State of California, Evelle J. Younger, attorney

general -------------------------------------------------- 3150
Diamond Bernard, chairman, Government and Professional Relations

Council, American Association of Bioanalysts ---------------------- 3406
Dimmick, William A., president, Health and Welfare Planning Council of

Memphis-Shelby County Tenn ---------------------------------- 3217
Doctors Hospital, Seattle, *ash., Dr. S. A. Tucker, director ------------ 2975
Dolan, Merrilee chairone, Task Force on Women in Poverty, National

Organization for Women ---------------------------------------- 3284
Doss, Lawrence P., president, New Detroit, Inc --------------------- 3232
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of America ----------------------------------------------- 3235
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Buonopane ---------------------------------------------- 3097
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Episcopal Community Services, diocese of Pennsylvania, Charles L,
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Gould, Dr. John H., coordinator, M.I.C.-C. & Y. programs, St. EliuabethS

Hospital ------------------------------------------------------------- 3102
Grasso Hon Ella T., U.S. Representative from Connecticut ---------- 2793
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Hamry, David H., administrator, Good Samaritan Hospital and Rehabili- Page
station Center -------------------------------------------- 284

Handbook of Public Assistance Administration, Eligibility ------------- 2987
Hanson, Robert A., administrator, the Riverton Hospital ------------- 2987
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J. Murray, assistant administrator, fiscal services ------------------ 2983
Hopkins, Jbe, administrator, Mark E. Reed Memorial Hospital, Inc------ 2978
Hospital Association of Rhode Island, Wade C. Johnson, executive

director ---------------------.--------------- 3461
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Jacobi, Eileen M., R.N., Ed. D., executive director, American Nurses'
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SOCIAL SECURITY AMENDMENTS OF 1971

FIUDAY, JANUARY 28, 1972

U.S. SENATE,
COxM:IrEE ON FINANCE,

Washington, D.C.
The committee met, pursuant to recess, at 10:05 a.m. in room 2221,

New Senate Office Building, Senator Russell B. Long (chairman)
presiding.

Present: Senators Long, Anderson, Talmadge, Ribicoff, Byrd of
Virginia, Nelson, Bennett, Curtis, Jordan of Idao, and Fannn'.

The 'CHAIRMAN. The first witness today will be Mr. George K.
Wyman, president of the American Public Welfare Association. He
will be accompanied by Mr. Wilbur J. Schmidt and also Mr. Lloyd E.
Rader.

Senator Nelson?
Senator NELSON. Mr. Chairman and members of 'the committee, I

am pleased this morning to introduce to the committee Mr. Wilbur
Schmidt, director of the Department of Public Welfare for the State
of Wisconsin for the last 15 years or thereabouts. I regret that I didn't
know until I looked at my schedule this morning that Mr. Schmidt
was going to be on the panel. I have time reserved on the floor shortly
after 10 for a speech.

I just wish to say that Mr. Sohmidt has served with great distinction
in our State under, I believe, two Republican Governors and three
Democratic Governors or thereabouts, and that he is recognized nation-
wide as a man of great distinction and authority in the field of public
welfare; and I am pleased that he has the opportunity to appear on
this panel before the committee.

I thank the chairman.
Mr. SCHMImT. Thank you, Senator Nelson.
The CHAIRMAN. Fine.
Mr. Wyman, we will let you lead off, and then we will talk with

your group.

STATEMENT OF GEORGE K. WYMAN, PRESIDENT, AMERICAN PUB-
LIC WELFARE ASSOCIATION, ACCOMPANIED BY WILBUR L
SCHMIDT, CHAIRMAN, NATIONAL COUNCIL OF STATE PUBLIC
WELFAREADMINISTRATORS; AND LLOYD E. GRADER, DIRECTOR,
STATE DEPARTMENT OF INSTITUTIONS, SOCIAL AND REHABILI-
TATIVE SERVICES, OKLAHOMA

Mr. WYMAN. Thank you, Mr. Chairman and members of the com-
mittee. We appreciate this opportunity to appear before you today on
behalf of the American Public Welfare Association.

(1643)
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As Senator Nelson has said, I am accompanied by Mr. Wilbur
Schmidt who is secretary of the Wisconsin Department of Health and
Social Services, and Mr. Lloyd Rader, director of the Oklahoma De-
partment of Institutions, Social and Rehabilitative Services. I will
attempt to summarize the statement, and the three of us will be pre-
pared to respond to any questions that you might have, Mr. Chairman.

The American Public Welfare Association is the national member-
ship organization in the field of public welfare. The membership con-
sists mainly of State and local agencies which administer the public
welfare programs and individual staff members. For the past 40 years,
the primary, continuing concern of the association has been the im-
provement of public welfare programs throughout all parts of the Na-
tion, and we have identified objectives and priorities which have fo-
cused on this purpose. The basic statement has been published under
the heading of "Essentials of Public Welfare," and, with your permis-
sion, Mr. Chairman, I would like to submit that statement ior inclusion
with the record, and I believe it is attached to the prepared statement.

The association holds that full employment at adequate wages
should be the goal for all persons able to work whose services' are not
required at home. To the fullest extent possible, jobs should be avail.
able through the private enterprise system and normal operations of
government as it maintains public services and facilities.

There should be a full range of manpower training resources to af.
ford the opportunity as needed to acquire necessary skills for entry
to employment and for upgrading job skills. To the extent that em-
ployment is not available through these regular channels, despite the
concerted public and private efforts, useful work opportunities should
be provided by the Government to help employable persons further
develop and maintain their work habits and skills.

We believe a comprehensive financial assistance program with ade-
quate national minimum standards should be available, on the sole
basis of need, to assure to all individuals and families an income no
lower at any given time than an officially established poverty level.

Comprehensive social services should be available to all who need
them, including services to promote opportunities for attaining self-.
support; to improve individual functioning, facilitate independent liv-
ing, and strengthen family life; to protect children and adults where
necessary; and, finally, our principles include wage-related contribu-
tory insurance under the social security system as a preferred method
of financing and administering income maintenance programs of
financing and administering income maintenance programs and should
be extended to afford protection against all insurable risks to family
and individual economic security.

Well, now, having stated those principles, we would like to measure
H.R. 1 against them: and in measuring these objectives, we believe that
the provisions of H.R. 1 in its present form would constitute a partial
reform of the public welfare system and would provide a basis for fur-
ther development.

For example, one of the things that has been said about the present
system and its inadequacies is that it really is 54 different systems, and
yet to a certaindegree this would still be true if H.R. 1 is adopted be-
cause of the variations that would occur between States in the amount
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of the supplementation, and we have had a dramatic indication of this
with the lack of fiscal relief for States and localities in this past year
where something like 18 or 20 States, because of the fiscal pressure,
public assistance, and medicaid, have had to reduce their benefits; and
under H.R. 1, with supplementation left above the $2,400 level to State
determination, there could well continue to be these peaks and valleys
between the States. For that reason, we believe that interim fiscal re-
lief for the States under the present system is urgently needed pending
the establishment of the new system; and to that I will address myself
a little further along.

Also, We think that the social security cash benefits which are pro-
vided for in H.R. 1 should be increased in an amount greater than 5
percent as passed by the House. Obviously, the cost of living 'has gone
up since that time, and these beneficiaries should have a larger sum, in
our judgment; and, finally, we strongly advocate the transfer of the
three adult categories of aid to the aged, blind, and disabled to the
social security system, if for no other reason than what we are doing
now is supplementing inadequate social security benefits for about
two-thirds of the people who are already getting public assistance in
these categories, and we think that it makes good sense to have this
under one administration at the social security level.

The central features of the legislation, turning to H.R. 1, which
constitute the basis for our support, include the following:

The establishment of a national minimum standard of assistance,
with uniform eligibility standards and procedures; the extension of
coverage to the working poor; for example, Mr. Chairman, in my State
of N ew York, we are currently supplementing 50,000 employable fam-
ilies, actually working, 44,000 of them working full time, 6,000 part
time: The size of their families, however, Mr. Chairman, averages 7.5
persons per family, and they are unable, even working full time at the
minimum wage, to support that size of family: so we supplement with
general assistance, or as we call it, home relief, to bring them up to a
welfare standing. So, in effect, New-York is already in the business
of assisting the working poor, and we believe it good business rather
than have those persons discontinue employment and we have to
assume the full responsibility of it..

Senator RiTOOFF. May I interject a question at that point, Mr.
Chairman? How long have you been doing this in New York?

Mr. WYMAN. At least since the time of the depression, Senator Ribi-
coff.

Senator RrmicoFF. Now, do you have some studies of the results of
these State supplementation programs for the working poor?

Mr. WYMAN. Yes; we have studies as to their characteristics, the
amount of payment that was made to the families, and that sort of
thing.

I would point out the difference between what we are doing and what
IR. 1 would offer. We simp]yraIo.w-,working expenses as an offset; we
don't offer an incentive. We merely bring the family up to the State
standard of assistance that they would otherwise get on welfare if they
were not working at all under H.R. 1.

Senator RiBCOFF. I am gladyou made your statement because there
are more questions I would like to ask you, and I won't interrupt. I
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will go into this deeper with you when my turn for questioning comes
along.

Mr. WYmAn. Very vell.
The assumption of basic financial and administrative responsibil-

ities, we feel, by the Federal Government is an asset. The promised
fiscal relief to States and localities, including the hold-harmless pro-
tection against future caseload increases, is a good thing, in our
judgment.

To continue describing the central features of the legislation:
The expansion of services for job training and placement, and of

public service employment opportunities; and the strengthening of
supporting services and resources, including the massive increase in
Federal funding for day care facilities, to assist and enable assistance
applicants and recipients to become self-supporting.

The basic level of assistance should be no less than the federally
established poverty level, in our judgment.

At the outset of the new family programs, we feel that the level of
assistance should be no less than $3,000 per year for a family of four,
with coverage for all persons in need, including individuals and
childless couples, because if these people are not included, States and
localities will continue to be responsible for those who are excluded
from the Federal prograni.

Now, we realize that to go immediately to the poverty level would
be an inordinate cost, could not be absorbed immediately; but we think
the Congress could well establish as a policy its goal and desire to in-
crementally increase these benefits over the years, and in the meantime
we believe strongly that if States are to be expected to maintain the
levels that they now have-again, in many of them, as you know, Mr.
Chairman, well above the $2,400 limitation for a family of four-that
there must be Federal matching in these State supplementary funds of
at least 30 percent.

The requirement to take into- account the income of the past three
quarters is unrealistic, if this is the only basis upon which current, need
is determined. It is unduly complicating because a person could well
meet all of the requirements of the statute and still not be ineligible
as of a particular point in time and this would leave to States and
localities the responsibility for providing emergency care.

With reservations as to the mandatory requirements for work by
mothers, and we are concerned here, Senator Talmadge, with that
part of your amendment which is now Public Law 2-223, we think
all the rest of this is fine, all the things that you have proposed and
that are now part of law; but we do have some concern, however, with
respect to that matter of requiring mothers with school-age, under-
school-age children to register.

We believe that this can be accomplished over a period of time by
first requiring those who have provision for their children through
schooling an otherwise to work.

Senator TALMADG. Will you yield at that point, Mr. Wyman?
Mr. WYMAN. Yes, sir.
Senator TALMADGE. You are aware, of course, of the fact that-women

comprise over a third of the labor force in the United States of America
at the present time are you not?

Mr. WY AN. Yes, sir.
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Senator TALMADGE. You are further aware of the fact that a high
percentage of these women have school-age children, are you not?

Mr. WYMAN. Well, we are talking about under school age, Senator.
Senator TALMADGE. I am talking about that. As I recall, the Tal-

madge amendment provided mandatory registration and work if the
children were 6 years of age or older. You are aware of the fact that a
high percentage of the labor force at the present time is composed of
women with children of this age, are you not?

Mr. WYMAN. I stand corrected, Senator. I was under the impression
that the registration requirement would apply to women with children
under 6 years of age.

Senator TALMADOE. That is the House bill as I recall.
Mr. WYMAN. I see.
Senator TALMADGE. Six years of age or older is the provision in the

Talmadge amendment.
Now, I believe the House bill speaks in terms of mothers with chil-

dren 3 years of age or older.
Mr. WYMAN. Yes.
The CHAIRMAN. Hold on.-Let me get both of you straight. You have

correctly stated the Talmadge amendment. The House bill starts by
requiring mothers with no children under age 6 to register and then 2
years later says the mother has to register if her youngest child is at
least 3; so you are both partly right.

Mr. WYMAN. And I am sure Senator Talmadge is more right and I
concur in what he has said.

Senator TALMADGE. Let me read you the statistics on the nonworking
mother: Two-fifths of all married women work if their husband is
around; more than half work if the husband is absent; and nearly
three-fourths work if they are divorced. The presence of children does
make a difference. Forty-two percent of married women with husbands
present work if there are no children under 18 49 percent if their
children are 6 to 17 years old; and 3 percent iU they have children
under 6.

It is significant to note that women work outside the home more
often if they have children between 6 and 17 than if they don't.
- Now, if nonwelfare mothers with children can work, why shouldn't

women who are on welfare work if they have children?
Mr. WYMAN. I would agree with you absolutely.
Now, with respect to another part of your amendment. Senator, the

increase in Federal matching to 90 percent that you proposed and is
now law fortraining, public service employment, social and supportive
services, including child care, will certainly enable States to move
with greater effectiveness; and we believe this a very fine move.

We would hope, however, the 'adoption of this statute would not de-
tract or substitute for the urgency for the adoption of other features
in H.R, 1.

One of the things that troubles us, Mr. Chairman, and members of
the committee, is what we are sure that H.R. 1, if enacted as it came
over to you from the House, is not going to make for organizational
simplicity. It is going to be just the reverse; it is going to provide a
great deal of complicated potential for complication through having
a number of agencies at the local level. These can be HEW, U.S. De-

72-573 0 - 72 - pt.4 - 3
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apartment of Labor, the State social services agency, the local office of
the Social Security Administration and complications we can see
would arise between referrals from one agency to another; and it is
entirely possible that people will fall between the outfielders, so to
speak, with respect to this kind of organizational fragmentation.

We endorse the extension of medicare coverage to disabled persons
entitled to social security benefits--we think this is a great step forward
and the limitation of supplementary medical insurance premiums to
the rate of increase in cash benefits.

Now, again, with respect to your amendments, Senator Talmadge,
we certainlv applaud the transfer of the intermediate care facilities
to title XIX and this has been welcomed by all the public welfare
agencies throughout the country.

However, we object to some things in the bill, to the proposal in
section 225 to limit the matchable average per diem costs in skilled
nursing homes and in immediate care facilities to 105 percent of the
previous year.

We know that in many States, due to fiscal limitations, they have not
been able to make l)ayment at cost level for the care of people in these
institutions and to limit that increment would merely exacerbate a
low level of payment already in effect.

We object to the premium enrollment fee for medicaid for the medi-
cally nee-dy and the option for deductions or copayments.

We think both of these things would prevent, people from getting
needed medical care on a needed basis. When they could get out-
patient care, for example, without paying these benefits or these
charges, they might well accept needed medical care and, thereby;
delay or postpone eventual hospitalization or long term institutional
care.

We are generally supportive of the proposals on social services in
U.R. 1. 'e are particularly pleased that the President has announced
a new bill, a new -proposal called the Allied Services Act, which will go,
we understand, much farther than the social services proposals in
I-I.R. 1 and we, as I am sure you do, eagerly await the introduction of
this bill so that we can offer our comments with respect to it.

However, we have certain reservations about the services part of
H.R. 1.

We endorse the increased Federal commitment for foster care and
adoption services and for family planning and child care.

The list of services which may be funded in section 511 is too limited,
we feel, and we think that rather than listing these or if it is desired
to list them, that it should be said this will not be limited to these serv-
ices, but additional services would help people to become employable,
to become self-sufficient should be reimbursed also by the Federal
Government.

There is a danger that services may become fragmented among man-
power and social-service agencies, with the development of two or more
parallel and potentially overlapping systems; and we strenuously
object to the proposal to terminate the open-end matching authoriza-
tion for social services. We do this because we are not certain how
much in the way of social services doubling the caseload would require
of us, and we think that unless we have had an opportunity to demon-
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strate the value of these social services, to account for them, to measure
their cost effectiveness, the open-end aspect of it would be advanta-
geous. Within a year, within 2 years, on that accountability, that meas-
urement and experience is available to the Congress, then if further con-
sideration could be given to the open-end closing. At this point in time
in the relationship of the history between the State, local, and Federal
Government we think this relationship should continue.

Lastly, we were concerned about the lack of any provision in this
proposal for the transfer of State and local employees to the new pro-
grams. HEW tells us they will expect to add some 10,000 to 15,000
people to the social security work force in order to handle the adult
categories as they are transferred.-Some 65,000 additional employees,
they say, will be required to administer the family programs.

If that is the case, then the logical place for them to look for employ-
ees is at the State and local level and these people who have devoted
15 or 20 y-ears of a lifetime of service to the needy in our country
should certainly be given every opportunity to move to the new Fed-
eral agencies with benefits, retirement, sick leave and these other things
intact.

In conclusion, Mr. Chairman, may I just read one portion of our
testimony. I would like to go back to the statement that the principks
of a national adequate minimum standard of assistance, uniform eli-
gibility standards and procedures, the extension of coverage to the
working poor and the assumption of basic responsibility- by the 1 'ed-
eral Government are the essential elements of welfare reform, aiid
that the present measure moves only part way toward the attainment
of these objectives. H.R. 1 gives promise that it would advance these
principles and that these principles, once established, can be built upon
for the continuing perfection of the system.

However, and I think this is very important, no one should labor
under the illusion that any kind of wYelfare reform is going to greatly
diminish the problems that plague us under the present system, at least
in the short run.

The basic problems are caused by lack of education and marketable
skills, discrimination in employment and housing, poor health, social
disorganization, technological change and lack of a full employment
economy. For example, during the past 20 years the revolution in
agricultural technology has resulted in perhaps the greatest migration
in history, of unskilled farm laborers to the major cities, many of whom
settled in the ghettos of the central cities. None of these conditions
were caused by'any welfare program and they will not be corrected by
any welfare program no matter how good, except insofar as it is a
part of a larger array of services, resources, and opportunities. "

Nor should the expectation be nurtured that the new family pro-
grams would escape the welfare stigma. Any program which provides
assistance based upon a determination of need will bear the onus, in
the opinion of some, that it pays more than the recipients deserve, while
others will find that benefits are inadequate for a decent level of living.

Thank you very much, Mr. Chairman.
The CHAIRMAN. Mr. Wyman, I think I could be helpful to you and

your people by telling you that I judge the sentiment on this committee
at this time and the way I think that the Senate will probably vote.
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Now, there may be differences; I think I would be more accurate
speaking about the committee here where I serve, where I think I have
spent as much time as anybody has on this bill. .

It is my guess the majority of this committee is not going to buy the
family assistance plan as the House sent it to us. It will be drastically
changed, and when we are through debating it on- the floor it will be
anybody's guess how it will be worked out. If I had to bet on it-and
take one side or the other-I think I would put my money on the
side of saying that the basic structure of our bill would be supported
by the Senate ythe time we get through with it.

I think the majority here would be willing to provide the States
in the program in one way or another with every nickel that the House
passed to us. I don't think that is where the hangup is; my guess is if we
are talking about anotlier $4 billion for the poor, this committee will
go along with that even if we have to vote for some taxes to pay for it
or raise the debt limit, as the case may be.

But I think that the committee has studied this thing to the ex-
tent that a lot of us have been enormously impressed by the state-
ment Roger Freeman made yesterday. I know Herman Talmadge
was reading from his statement on mothers and that was devastating,
pointing out in a very beautiful way what that man finds wrong
with this program. I would say if I had to pick out the most logical
statement that has been presented to show the danger of a program,
Mr. Freeman, I think, has made the best statement that has been
made, a better. statement than I have made or anybody else has
made on that subject. And -your people would be well advised to pre-
pare an answer to it; tell us wherein you think he is in error. There's
no point in telling us where you think he is right; that pretty well
speaks for itself, anyhow, but where you think it is in error.

Now, there are several things that I am anxious to know, for in-
stance, how you and the other administrators and these Governors
feel about this and they are going to feel about the way you advise
them to feel. I suspect it would make a lot of difference in my think-
ing and perhaps of a majority of us in the committee and in the
Senate.
. Rather than -hire 80,000 Federal employees and create I don't know
how many thousands of offices, 100 in Louisiana alone, it just seems
to me that it would make just a lot better sense if we would follow
the structure that whatever we can afford to put into this program,
we would just provide it without requiring that the States put up
any more money. We will try to 'find some fiscal relief for the State
governments and give you just as much as we think we can afford,
but with whatever program we come out with, I find a great deal of
appeal in the idea of simply continuing State administration.

I think that you are doing the best you can with your program.
Our friend from Oklahoma over here, I think, is a good man and
he has done a fine job with his program; and our people in Louisiana
are doing a good job. It may be that they could be improved on, but
I don't know if anybody in Louisiana can do a better job than they are
doing and I personally am strongly tempted to vote to say that we
would continue State administration with Federal financing to.the
extent that we can afford Federal financing.

If we can afford entire Federal financing, so much the better;
but to the extent that we can afford it, I find great appeal in the
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idea of keeping the same offices'we have, the same personnel. It would
seem to me that whatever additional benefit we can vote will get to
the people a lot quicker that way than if we have got to go out and
conduct a half million interviews for new people and recruit a whole
work force and argue because somebody in the Federal establish.
ment had a quarrel 3 years ago with somebody in a State welfare
office and he doesn't want that guy brought into the Federal program
or if he does, bring him in at the bottom rather than at his existing
status. Rather than have to interview all these clients all over again,
if you want to add something to it, simply ask one or two addi-
tional questions rather than have to ask from the very beginning,
"what's your name, where were you born," and all this sort of thing-
all these poor devils filling in all this stuff they filled out a hundred
times already.

What would your thought be to simply having States administra-
tion where you would have some local responsibility, an appointee of
the Governor heading the department, and a Governor elected by
the people with whom they could discuss their problem, if they thought
an incorrect decision had been made or an unfair evaluation had
been made of their claim, rather than all of them having to head
for Washington, D.C.?

Most of my poor people don't have the money to come to Washing-
ton to talk about their problem. At best, if they get to Baton Rouge
they are pretty lucky.

What's your reaction to that approach ?.
Mr. WYMAN. On the basis of the position we have taken, it has been

to come down on the side of Federal Administration, feeling there
were many advantages, particularly in the aged, blind and disabled,
to have this national administration in view of the fact that so many
of these people are already beneficiaries and we are-beneficiaries
of social security-and we are merely supplementing it.

Last week, Mr. Chairman, the Siate administrators, of which Mr.
Schmidt is the chairman, had a meeting here in Washington and we
learned for the first time of your interest in this aspect of it; and
perhaps Mr. Schihidt would like to comment with regard to that.

Mr. SCHImmT. Thank you, Mr. Wyman, Mr. Chairman and mem-
bers of the committee.

As Mr. Wyman has indicated, this was a rather late development
in that while the issue of Federal Administration versus State ad-
ministration has been there before, the suggestion which we under-
stood was being considered by yourself and presented by you and
Mr. Bonin to our group was to take a look at the model of the em-
ployment service idea as a kind of way to design such a relationship;
and so, as a result of that, and it being the final day of our meeting,
a motion-was passed by the council members then present and by
this time--I might add that many had found it necessary to leave,
but there was a proper motion passed by the council for the chair-
man' to designate a committee to work with your office around what
are tei pluses and minuses, maybe, of this kind of arrangement.

This committee has been named and I think you will be hearing
directly from that group shortly, that is, your staff will be, in an
effort to examine that issue and see whether or not the council as a
body would wish to take a more positive stand with respect to it.
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The CHAIRMAN. Mr. Rader, what is your reaction to that sugges-
tion?

Mr. RADER. Mr. Chairman and members of the committee, as Mr.
Schmidt pointed out, we had a quorum present and, as I recall, there
were 23 of the State directors there in person and I believe that only
three felt that there might be some serious question about that ap-
proach.

Now, personally, I happen to be of the very strong personal belief
for State administration. That, likewise, is the' belief of our Governor;
and with your permission, at the proper time, Mr. Chairman and mem-
bers of the committee-

The CHAIRMAN. I have a statement from your Governor. I will
insert this in the record, because Governor David Hall makes it very
clear that he thinks that is the best approach. I will ask that be printed
in the record at this point.

(The prepared statement of Governor David Hall of Oklahoma-
follows:)

PREPARED STATEMENT OF DAVID HALL, GOVERNOR, STATE OF OKLAHOMA

Mr. Chairman, I thank you for giving me the opportunity of presenting my
views on legislation pending before the Senate Committee on Finance, H.R. 1.
First, let me say, that I wish to go on record as favoring the principles of wel-
fare reform, as adopted by the Governors' Conference in Puerto Rico, which
I understand have been filed with the Committee. In general, I support the prin-
ciples which appear in H.R. 1, and which principles I think should be enacted
into law. -

While our current system of providing for the welfare of the people was
adequate in its day and served well, as did the Model-T Ford, changes in our
society, both economically and socially, have necessitated an up-dating of
our system of caring for people in need.

The very immensity of our federal government and its spending or lack of
spending in different areas has -such an economic impact on a community and
industry that a given state cannot adequately meet the economic and employ-
ment needs of its citizens during such periods, even with federal matching
under current programs.

It is with this in mind that I believe the time has come to fin ance the care
of the needy from federal funds entirely, or with a very limited state supple-
mentation, with some percentage of federal matching of the supplement. Much
discussion has been given to the method of administration of H.R. 1 when enacted.
The consensus of those in discussions I have heard favor state administration,
with federal financing, similar to the relationship between the Department of
Labor and the unemployment compensation programs. I am advised that the
Chairman has stated his own inclination relative to this type of administra-
tion, using -federal guidelines and supervision to assure compliance, with vir-
tually all federal financing, and the basic aaministralton being done at state
and local levels. I heartily endorse what I understand to be the Chairman's
views.

In the event that there are some states which, for reasons peculiar to that
specific state, feel they cannot adequately administer the provisions of H.R. 1
the legislation should contain other provisions for making the administration
optional with the state.

Time will not permit me to deal with the specifics of H.R. 1, as passed by the
House, and now pending before this Committee. However, we in Oklahoma are
much concerned relative to the administration of a welfare reform law, when
enacted by Congress. Permit me to quote from the resolutions of the Governors'
Conference on this subject:

C-2-Welfare Reform:
F. Allow for state administration without financial penalties if the

state chooses to administer the program. (Policy Positions of National
Governors' Conference 1971)
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While I endorse the principle of the option, and consider it to be a "must" that
the states be given the sole responsibility of the decision to opt or not to opt for
state administration, I would like to state our thinking on the question of
administration. As far as the State of Oklahoma is concerned, we feel very
strongly- that It is far better for the State to administer the program, than for
the federal government to attempt to set up a new system. This is also the opinion
of the nine-member Constitutional Board, the Oklahoma Public Welfare Com-
mission, and its Director, L. E. Rader, who Is authorized by me, as Chief Execu-
tive, and by his Commission, in addition to my statement, to advise the Com-
mittee of his and our great concern relative to this question of administration.
I would like to point out what I consider to be some of the rationale of this
position:

If states administer the program, through their welfare boards or commis-
sions and the state administration, they will be better able to recognize the
needs of their particular state. The state will have more input into the program,
which should provide a stabilizing effect and a more objective evaluation of the
program, on a day to day basis.

States currently have trained staffs which can -put a new program into effect
immediately.

States currently have offices leased or owned by the State which could continue
to be used under the new program. This would prevent a tremendous problem in
setting up a new program and would be much less costly administratively to the
nation's taxpayers.

States currently have office equipment, desks, typewriters, and electronic data
processing equipment which could continue to be used. With a change to federal
administration, millions of additional tax dollars would have to be expended
just to purchase equipment to begin the program. The logistics of this alone would
bottle-neck the program, no doubt, for years following passage of the bill.

Mr. Rader advises me that it is his" understanding that the Chairman has
requested the Committee staff to prepare an amendment for f take-over of the
bulk of state and local share of the medical care program for indigents, again
using the states to handle eligibility and certification with the Social Security
Administration making payments direct to hospitals and other providers and
practitioners. This approach has my endorsement in principle.

I appreciate having the opportunity to share my views with the Committee
and applaud your leadership in attempting to solve this very complex problem.

The CHAIRMAN. May I get in at this point? There is another model
you should look at. I tend to agree with the chairman if it is possible
to develop a relationship between HEW at the Federal level and
State administration that can be effective, that would be the best
solution, but I don't think this committee wants to continue, shall I
say, the present points of view that exist in the present welfare system.
We are trying to change it. I don't think we want to turn the adminis-
tration over to the present people in their present jobs and when you
get down the line have them say, "Well, this isn't any different than
It was."

I was a member of another committee that developed a model for
State administration of a Federal law. That committee set up-this
is the so-called truth-in-lending law-that committee gave the Federal
Reserve Board the power to administer the law 'but it also gave the
Federal Reserve Board the power to contract with a State agency to
administer the law at the State level provided the State agency could
assure or could demonstrate to be Board that they had the capacity,
that they would accept the basic guidelines that the Board laid down
for its own administration and that, in effect, they became the agents
of the Federal Government to administer the law rather than an inde-
pendent State agency that went off on its own.

Now, as I have 'listened to these discussions the last few days, that
model attracts me rather than the other one because that makes, that
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creates this kind of a situation: If, in a given State, for any local reason
the State agency goes off on a tangent or fails to carry its responsibility,
the Federal Reserve Board can simply say, "You failed to meet your
contract. We will take back the administration in your State," and it
gives the Federal Government a relationship to the State agency that
I think, is desirable compared with writing the law to say the State
agency can administer the law on its own.

Mr. WYMAN. Mr. Chairman, could I respond to that?
The CHAIRMAN. Yes.
Mr. WYMAN. There are-well in the first place the Governors con-

ference at its meeting in Puerto Rico adopted this kind of a resolution,
Senator Bennett, permitting States to opt in their judgment for a con-
tractual agreement with the HEW to perform these services.

I think another possible model is one that Mr. Rader has in his
State; we have in New York-in fact, every State has in some depart-
ment or other-and that is the desirability determination on a contrac-
tual -basis with the Social Security Administration.

Here is a fully financed Federal activity but performed by State
employees.

The CHAIRMAN. Well, let me just make one thin clear: From the
very beginning of this whole proposal there has ben a use of the
proposal of the administration to give away Federal money in order
to buy a surrender of State sovereignty; and I resent it and, as one
on this-committee, I dont' propose to cooperate with it. They don't
have the power to give that money away; they don't have it. All they
can do is recommend it to us and the idea of paying States a cash
bonus for surrendering their sovereignty is repugnant to everything I
have known since I became interested in 'government.

So, as far as this Senator is concerned, there is not going to be any
cash payoff for surrender of State sovereignty. If the State makes
that decision they will make it where there is just as much money in
favor of State independence as there is in favor of a surrender of sdv-
erei(ty; and if you want to give away your sovereignty you cahi do.
it as a free decision, not one that is being paid for by a Federal 'bribe
at the taxpayers' expense.

The same guy who is paying the Federal taxes is paying the State
taxes; the same man paying your salary is paying my salary. The same
thing is true of all the othel' State expenditures. It is just outrageous
to me the way HEW has gone around here using Federal money to
try to coerce these States in surrendering their own best judgment to
support something that in many respects they don't find solid and
sound.

Now, insofar as we can provide relief for the State governments, I
will certainly vote to provide it. I will vote for the revenue sharing;
I will vote to relieve the burden here. I will vote for putting up mofe
money-no problem about that-and that is the way the majority of the
committee feels and that is how the majority of the Senate feels,-I am
positive.

But so far as the idea of empowering HEW bureaucrats to go around
here and Promige all these Governors and administrators and workers
in these State governments that they will relieve them of a financial
burden which has been imposed, by the way, many times by outrageous
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and unreasonable HEW regulations, will relieve them of their own
ridiculously imposed regulations at least, we will cooperate with you.

We will cooperate with you, we will provide you with what it takes to
have a good program and if I have any say about it, and I think some
others feel the same as I do, we are going to relieve you of those ridicu-
lous regulations.

Take that thing that says you can't put anybody to work. I think you
got an exception granted for New York City; haven't you?

Mr. WYMAN. Yes, sir.
The CHAIRMAN. Have the rest of you got an exception granted, Mr.

Rader, in Oklahoma, so you can put somebody to work
Mr. RADER. Yes, sir.
The CHAIRMAN. Hurrah; we made a little progress. But most peo-

ple are still not getting the right to put people to work.
If I had anything to say about how the bill would be shaped up,

you can take every nickel of this family category and pay these Ppe
to work rather than just lie around doing nothing; and in that way it
would be more attractive, and pay them for working rather than wel-
fare; the work would be more attractive than welfare.

Those are some of the problems we have to face and however it works
out, it would seem to me, it does not make a lot of good sense to pass a
law that requires that we dismiss from their jobs a lot of dedicated,
sincere people who are doing, have done, a fine job and are still doing so
and makce them go seek a job all over again; and we ought to just keep
them in the ship where they are, the same office, same work, just ask a
few more questions.

Did you want to say something, Mr. Rader?
Mr. RADER. Mr. Chairman, I hesitate to mention my own State. In

this connection, however, I would like to say there is considerable
precedent, as Mr. Wyman pointed out and Senator Bennett pointed
out, for this type of administration.

We happen to be one of the States-there may be others-but we are
the carrier for the title 18 program, title B of 18, and I would just say
this with no disrespect to my Federal partners, I would rather work for
them than to be their partners. [Laughter.]

The CHAIRMAN. Senator Anderson?
Mr. SChMIDT. Mr. Chairman, I think it would be also useful for

you to know that on this question, as presented here, of State choice
rather than talking of mandatory systems, the council did, in its last
meeting, pass a motion indicating that-well, I will read it exactly-
very short-"That with respect to whatever legislation the (ion-
gress may enact, the Council support provisions that would assure
States the option to administer income maintenance programs without
the loss of any fiscal or administrative advantage when there are
State nids supplementing Federal funds."

And t.ire -are two ways of looking at this, that is to say, and Sen-
ator Bennett's demonstration; there is a meeting of minds between
the Federal Government and the States about is this- the way we want
to do it, versus the idea of just a one-way street.

The CHAIRMAN. Will you agree with me, if there is to be a sur-
render of State administration on an optional basis it shouldn't be
where the State loses a lot of money in the event that it decides it
wants to exercise its prerogative-
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Mr. SCHMIDT. That's right.
The CHAIRMAN. Of maintaining a degree of State sovereignty?
.A r. WYMAN. Exactly.
Senator BENNETT. It seems to me, Mr. Chairman, if you give them

an option you give them the right to decide whether they want to
retain their State sovereignty or unload the burden on the Federal
Government.

The CHAIRM5AN. But if you give them the option on the basis that
if you are going to have tate administration it is going to cost you
a great deal of additional money. With all the pressure that is on the
State budgets and these Governors screaming for hell) anyway and
begging for revenue sharing, the temptation there is to yield State
sovereignty even as against one's better judgment.

fr. WY IMAN. Hobson's choice.
Mr. SCILMIDT. I should end with reference to this motion it ended

with; as long as there is any State money which we don't know how
long this willbe.

Senator CURTIS. Mr. Chairman, might I suggest if the State has a
-right to exercise an option that they will administer welfare. I think
we should insert in the law then that for that State, Federal regula-
tions do not apply.

Senator BENNETT. On that basis, I think the Federal money should
not be sent to that State.

Senator CURTIS. Oh, no. The Federal Government and the State
are spending a lot more money because of the Federal regulations.
Our States are perfectly competent to administer welfare.

The ChAIRIMAN. Somebody must have the opinion that all you are
doing, really, is giving these people back their own tax money. Now,
that might not be correct but some of us would like to think that our
taxpayers are supporting the Federal Government as well.

Senator Talmadge?
Senator TALMADOE. I concur in that, Mr. Chairman. We have been

talking about revenue sharing and the Federal Government assum-
ing additional burdens. We haven't had but two or three balanced
budgets in 20 years and the deficit this year will be $45 billion. Maybe
a good solution would be tQ authorize the States to print money like
the Federal Government does. [Laughter.]

The CHAIRMAN. Senator Jordan?
Senator JORDAN. No questions.
The CHAIRMAN. Senator Ribicoff?
Senator RIBICOFF. You three gentlemen are out in the field with a

lot of experience. With this bit of discussion around this table, I am
sure you must be very discouraged at the prospect of H.R. 1 ever see-
ing the light of day; and I am not so sure that that discouragement
isn't in line with what is actually going to happen.

I don't think that the administration has done a very good job of
rallying public opinion or even explaining what thev are trying to do.
They realy talk with a forked tongue and they have been talking with
a forked tongue right from the beginning from the President down
and this is what the end result is.



1657

Now, you three gentlemen have a good deal of practical experience.
If the Federal Government passes H.R. 1, the family assistance
1)rogramn, some 14 million people more will be added to the welfare
rolls. One of the big mistakes the administration made was to put
the working 1)GO' in the same category as welfare recipients, giving
the false impression that these people you are talking about who are
working day and night. trying to make ends meet are traditional non-
working welfare 'recil)ients. The working poor recipient is doing the
best le can but le has a low-paid job and is just not making it; no
matter what he does he just is not making it.

Now this is a very complicated field. The President and the Secre-
tary have never told the American people, but we are really develop-
ing a new philosophy of public assistance in this Nation, and instead
of being frank with the American people they have misled them. H.R. 1
to be honest, is sending this Nation into a guaranteed annual income
or an income maintenance program; that is what it is and the people
ought to know what they are voting on. I can understand that the
overwhelming majority of this committee want no part of that. They
don't believe in that philosophy and they are sincere men and I don't
know whether the American people want this philosophy.

But a new philosophy is being projected and the executive branch
doesn't have the courage to tell the American people what it is trying
to do. Instead they try to do it clandestinely and kid them; the public
will get wise to them and catch on they are not being told the truth,
you see.

Suppose we have a program; let's say something passes. The chair-
man has promised the leadership and the President he would bring
out a bill by March 1; it may not be March 1 but he has kept all his
promises. Let's say he makes it March 15.

A debate like this on the floor will take a month at least. Then we
go to conference with the House. So if any bill passes it will be pretty
close to June 1. This plan is supposed to 'o into effect July 1, 1973.

From your experience, you who live with these social programs do
you think it is possible fo'r the Federal Government to put into effect
across this Nation a new concept of family assistance programs to aid
the working poor in the space of 1 year?

Mr. WYM-Ax. No, sir.
Senator RIBICOFF. The three of you ?
M'. SC I IIDT. No, sir.
Senator RIBICOFF. Do you think you can do it in a year?
Mr. RADER. No, sir.
Senator RIBICOFF. Now, hasn't the time come for all of us-we have

lived with this and I am just as guilty as anybody else; I was a Gov-
ernor and I was Secretary of HEW and I am just as responsible for
many of these programs-L-don't we have an obligation to the Amer-
ican people and ourselves before we embark upon a national program
committing billions of dollars, with a new direction, to test this pro-
gram out to see if it works?

Mr. WY-AN. A very prudent thing to do, Mr. Senator.
Senator RIBICOFF. All right.
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Now, do you think it would be wiser to take this opportunity for
families and to give the administration a year to pilot it out? I think
one of the greatest mistakes this administration made when they first
came up here was to reject the idea of pilot programs, even though the
committee was virtually unanimous in favor of pretest programs.

Senator Williams who opposed it tooth and nail out of sincerity and
belief because he didn't believe in it, a man for whom I have the
greatest respect, although our political philosophies are different,
would have been willing to vote any amount of money necessary to
pilot it out; and we could have finished that pilot program in 2 years
if the administration had not fought that. So now there are proposals
for the working poor that we have that I conceive of from my ex-
perience in every phase of government would be impossible for this
country to put into effect without having one God awful snarl and
tying the Nation into a knot.

Aren't we better off, then, to face realities? To have a.pilot ? And,
may I say, Mr. Chairman, I don't think the administration is even play-
ing fair with us. It came to my attention there are some studies being
made in this field, studies being made in Georgia; Cook County, Ill.;
the Stateof Colorado, New Jersey, Seattle, Denver, and Gary and Ver-
mont. And I think even before we contemplate this, I think the ad-
ministration should come up to this committee and tell us what they
have found out in these studies and I would hope that you would ask
the administration to explain these studies to us. Some of these studies
were to be 3-month studies, some 2 years, some 3 years; they have some
information.*

Now, also, Mr. Chairman, the present new budget provides for $450
million to do the planning for welfare reform.

We don't know how programs for the working poor are going to
work. My philosophy is different from the chairman's and I would-say
the overwhelming majority on this committee.

I think that there can be no greater objective for any nation than
to eliminate poverty. We have hedged these programs around with con-
fusion and rhetoric and I don't know how they are going to work out.
Shouldn't we pilot out reworking poor program? Two years it should
have been done. We should still do it.

There are many thoughts that the different Senators have here that
I may disagree with but I respect their opinions and they have got
some good ideas. There isn't a man around this table who hasn't come
up with what I have considered some very thoughtful suggestions.

Would you advocate that this committee should, first, do the neces-
sary reform on welfare itself that has to be done-and there are many
of them. Take in many of the adult categories and put them uiider
Social Security. Provide the States with fiscal relief. I share the chair-
man's point of view that I don't want 80.000 Federal employees run-
ning the whole welfare system around this country. I think that there
are Governors and men like yourselves with experience in the field that
can do a much better job than an 80,000-man bureaucracy centered here.

*The Committee on Finance subsequently requested from the Department of Health,
Education, and Welfare a report on Government funded income maintenance experiments.
The reply of the Department appears as appendix G of this volume.
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As a matter of fact, I think the bureaucracy is too large and I think
HEW is too large. I thought that 1 week after I become Secretary of
HEW and I could never get any other Secretary to agree to it until
he got out and then he said, "You were right, Abe."

But I am unwilling to create an agency to deal with humans made
up of 100,000 or 200,000 people to run the lives of 201 million Amer-
icans. It just can't be done.

I am trying to salvage something out of this. I personally think
that the President's concept of family assistance -aid to the working
poor is good. The thing that I quarrel with is I don't think the Presi-
dent believed in it. If he believed in it he could have done something
with it. He was sold an idea that was a good idea but in his heart he
didn't believe it was right.

But I still think the idea is good.
Now, this committee 2 yearsagowould have piloted this out to see

how it would have worked. I don't know whether they feel that way
any more, whether they would still go for a pilot program. I think the
pilot program is worth trying and I think it has to be understood by
the administration, that as a practical matter even if we gave them
everything they wanted, they -oi1d bogdown with one of the great-
est cial and economic failures of the entire American social and eco-
niomi system, and I don't want to see that happen because my feeling
is, Mr. chairman, that if we had piloted out medicare and medicaid
we nevqr would have had so many problems. All I can say to you,
Mr. C1/airman, if I am still on this committee and if I am still a U.S.
Seat r and we have a health insurance program, I am going to insist
that l efore any health insurance program comes out we pilot it out
befor, we enact a universal, general health insurance program.

Nov, I respect you men; I know you; I have worked with all of you.
I know you by your reputations and I have worked with you in other
fields. I would like for the three of you to answer, do you think the
most practical way is to pass this bill or to pass a pilot program and
find out whether the thing works-?

Mr. WYMAN. Mr. Chairman, and Senator Ribicoff, speaking for
myself and I think it would generally reflect their views, however, Mr.
Schmidt and Mr. Rader certainly should have an opportunity to ex-
press their own views, I would agree with that concept, with one pro-
viso, and that is that the burden of the increasing costs of welfare and
medicaid on State and local government makes it absolutely impera-
tive that while such a program, a pilot program, is underway that
there be an increase in the Federal share of the present-

Seniator RIBICOFF. Sir, I have introduced an amendment which I
will fight for on the floor. I have not talked to the chairman. I don't
know if it has his support. Anyway, I freeze the State welfare costs at
the 1971 level and provide that thereafter any increased costs over the
171 level would be assumed b:thieFede-l Government.

iI don't know what the. committee and Senate will do, but it is the
same proposal that Chairman Mills has introduced in the House, and
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I have introduced it in the Senate because I realize that every State is
in a desperate situation right now.

Mr. WYMAN. I think that is absolutely essential and should go hand
in glove With any pilot testing of the family assistance program. I
gathered this is what you have in mind for a pilot program, while the
aged, blind, and disabled, the social services concepts, those would move
with the legislation.

Senator 1iBCOFF. You see, there are two things we can do here-
will you pardon me for taking the extra time, Mr. Chairman, because
we might be straightening out a, lot of things around this table.

The CH,,IRMtAN. Very interesting, worthwhile contribution, Senator;,
take all the time you want; it is a worthwhile contribution.

Senator RTBicor. You see, first, if we get bogged down on one of
those deep confrontations on the family assistance program, almost all
welfare reform is going down the drain with that; and the family
assistance program for the working poor, from my experience in dif-
ferent categories of government, could not be put into effect nation-
wide in 1 year's time; it just can't be physically done, you see.

If that is the case, then we have got two problems we can work on in
this committee: We can clean up the many reforms in the social secu-
rity system, in the present welfare system which wQuldn't be a tough
job. Then we can take the opportunities for families program, if this
committee is so inclined, to pilot it; let's see how it works before we
make it nationwide.

Then, at the same time, we can look at the problem of the States
that you men are struggling with and give you the necessary fiscal
protection.

This would cost about $1 billion a year, to freeze you into the 1971
level.

I have lived with this thing now, as Senator Long has, and I am
constantly trying to work out all kinds of ideas as to how we can
make this work. And the more I think about it the more I believe that
I can't honestly say that the program that I advocate or the President
advocates can be made to work in 1 year's time. I think tVhe time has
come when we have to stop that. and start looking at the priorities of
social programs. If the chairman will allow me, let me take one step
ahead along the same line.

There are 168 so-called poverty programs. These cost some $31
billion. Now, some of them are good; we should keep many of them;
they are important. But as I analyze those programs, the thing that
keeps coming back to me time and time again, is that poverty in the
last year has gone up 5 percent in America. Now, the programs that
you men administer in your States, do you think that each one of those
168 programs is necessary or effective?

Mr. SCHMIDT. Well, I think that to whatever extent we are involved
in some number of the mentioned 168, that presently they are too frag-
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mented, and they are, therefore, splintered and create problems of
coordination in the sense that one has impact on another, and that is
viewed in this total dimension; and I think we do need to consolidate
program activities.

TWis is one of the things that we are concerned about, really, in the
format of H.R. 1, is the distribution of responsibility in this to dif-
ferent jurisdictions. So I think that we could cite in our positions
instances where some of the programs would not be producing as
much as could fully be expected from them were they to have been
more completely put together.

Senator RIBiCOFF. The Federal Government passes a program, and
they go to you and your Governor and they say, "Now, look, we have
got a new program. We are going to make it matching 90-10, 80-20,
60-40, 50-50; and if you gentlemen want this program, if you put up
so much money, you can participate." You are not sure of the program,
but all of a sudden you see the Federal dollars coming in, and you
say, "Hey, we ought to have a piece of the action."

Mr. SCHMIDT. Right.
Senator RIBICOFF. But that piece of the action may not be what you

want in your State. You would be very much better off without it.
Mr. SCHMIDT. We are very much pushed in that direction.
Senator RIBICOFF. If you looked at those 168 programs and started

consolidating them and looked at them, I have a hunch you couldn't
save $31 billion; but on the basis of priority, you could probably find
$10 billion in that $31 billion spent to alleviate poverty.

The real irony is if you took that $31 billion and divided it-among
people in poverty in this country, every family of four on poverty
would be receiving $1,000 above the poverty line. Now, people are
poor because they haven't got money.

Somebody has to tackle the problem of restructuring our poverty
programs. Unfortunately, we don't have the staffs and the know-how;
the executive department hap it, but it is a permanent bureaucracy
that keeps on perpeuating itself.

My apologies to you, Mr. Chairman, for taking so much time.
Senator TALMADGE. Mr. Chairman, may I ask Mr. Wyman a question

or two?
Mr. Wyman, yesterday, former Senator Wise of your State, who

was chairman of your welfare committee for some 15 years,
testified-

Mr. WYMAN. Senator Henry Wise?
Senator TALMADG . Yes, sir. He stated that a truckdriver who

worked for a governmental unit in New York State, with six chil-
dren, resig-ned his job and went on'welfare because the welfare benefits
in New York were higher than the job paid him for driving a truck.
Is that possible?

Mr. WYMAN. Well as I mentioned before, what we do, we think it
prevents that very thing from occurring, is to supplement even his
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full-time wages to bring him up to our welfare level, to give him the
difference so that he wouldn't quit to go on welfare.

Senator TALMADGE. What would be the supplement now for a family
of eight in New York? I assume he was living with his wife, although
the Senator did not state that; that would be six children, a man, and
his wife. How much supplement could he get in New York State?

Mr. WY .A. Well, we have a standard benefit that is based on the
size of the family, the number of persons to include all items of need
except shelter, and this is on an as-aid basis--shelter and fuel-so that
I could not give you an exact figure.

It works out-we use the family of four as the normal base and
taking an average rental, the amount of money that a family of four
gets on welfare in New York amountsto $3,800, approximately $3,800.

Senator TALTAr(;ixE. $3,800 for a family of four?
Mr. WYMAN. Yes, sir; so it would be obviously larger for this family

that you have mentioned.
Senator TALMNADGE. What would you estimate that it would be in

your capacity as welfare director of the State of New York?
Mr. WYMrAx. Well, it would be something over $4,000 a year.
Senator TALMNADGE. $4,000 plus?
Mr. WYMAN. Plus.
Senator T.\LM.IXI E. But you don't know what the ceiling could be?
Mr. WYMAN. I can provide that. for you, Senator. -

Senator TALIIADGF. I would appreciate that.
(Mr. Wyman subsequently submitted the following additional,information :)

STATE OF NEW YORK,
DEPARTMENT OF SOCIAL SERVICES,

Albany, N.Y., February 9, 1972.
Hon. HERMAN TALMADGE,
Member, Senate Finance Committee,
Senate Office Building,
Washington, D.C.

DEAR SENATOR TALMADGE: On January 28 I testified on -behalf of the American
Public Welfare Association before the Senate Finance Committee considering
H.R. 1. On that occasion you asked me questions regarding the budgeting proce-
dure in New York State for public assistance recipients, and specifically the al-
lowances permitted a family of eight including a husband, wife, and six children.
I was unable to supply the information at the time but assured you I would ,ub-
mit it later.

I have requested my staff to provide this information, and they have developed
the attached memorandum on the subject of budgeting, together with examples of
the allowances provided a family of eight, as you requested.

I hope this information will be of assistance to you. If there is anything further
required please contact me.

Sincerely,
GEORGE K. WYMAN, Commli8oeWr.'

Enclosures.
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MVEMORIANDUM

To: Mr. Edward Maher
From: Patrick T. Kelly
Date: February 8, 1972
Subject: Budgeting

In order to determine whether an applicant or recipient who is fully employed
is entitled to supplementary assistance, the following procedure is applicable:

1. Nceds.-The agency includes in its estimate of need all persons applying for
or receiving public assistance and care and living as a unit within the same
household. In determining the standard of need, the items considered include:

(a) Allowances (determined from SA-2 or SA-3).
(b) AABD allowance of $6.25 or $10 (limited to AABD).
(c) Shelter (cost for rent as paid up to agency maximum).
(d) Fuel for heating (determined from SA-6).
(6) Restaurant allowance (for persons unable to prepare meals at home).
(f) Room and Board (allowance provided if applicable plus $17 for per-

sonal expenses).
(g) Training allowances.

The subtotal is determined by adding all applicable items a thru g. To this
subtotal certain "purchase of service" items are considered and if applicable are
added. These include:

(h) Homemaker services.
(i) Housekeeping services.
(j) Child care.
(kc) Camp fees (for-ADC only under specific conditions).

Estimated total needs are the sum of all items.
2, Income.-In computing the amount- of net earned income to be applied

against the estimate of needs, the following deductions are made:
(a) The amount of exempt earned income is deducted from the gross amount

of earned income-
(For AB-$85 per month plus 1/2 balance); \
(For ADC-$30 per month plus Y3 balance);
(For HR-$30 per month if income increased as a result of a training

program) ;
(For AADB-$7.50 per month).

(b) All nonpersonal work expenses (union dues, tools, licenses, materials,
uniforms, special clothes required for the job, etc.).

(c) All personal work expenses (federal, state and local taxes, social security
taxes, disability insurance, group insurance, meals and transportation).

(d) Special work expenses in OAA, AD, and HR.
1. Disabled person-$40 per month.
2. Minor-$40 per month.
3. Homemaker-$40 per month.
4. Other employed person-$20 per month.

The net amount remaining and any other income (i.e. support payments, social
security, etc.) is applied against the estimate of need.

3. ,urplu8/Defloit and Grant.-When the estimate of regular recurring need
exceeds the available income and/or resources, the difference is the "budget
deficit."

When the available income and/or resources exceed the estimate of regular
recurring needs, the difference is the "budget surplus."

The attached budget examples are based upon a family of eight persons and
are for illustrative purposes.

Example No. 1.-Home Relief family of 8 persons residing in Albany, New
York with parents unemployed and no income.

Example No. 2.- Home Relief family of 8 persons residing in Albany, New
York, with the father employed at $2 per hour for a forty-hour week. Assuming
the employed adult pays $0.60 a day bus fare to and from his place of employment.

72-573 0 - 72 - pt.4 - 4
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Senator TALMADOE. I remember one time the benefits in New York
State under inedicaid and welfare reached $12,000 a year.

Mr. WYMAN. Well, they went up to $6,000 for a family of four, and
the legislature found that it was necessary to reduce those standards.

Senator 'AT,MADOE. I think the Finance Committee found it whs
necessary before your New York Jegislature reached that conclusion,
did the not?

Mr. WVYAN. I think everybody caine to the same conclusion, Sen-
ator.

Senator TATZIADGE. And you used a family of four again. My recol-
lection is, again, that the larger family got up to $12,000 and was
receiving free medicine; isthat correct or not?

Mr. WYMAIN. That is correct. If the family were large enough, and
what happened was the legislature then took that level, that $6,000,
for a family of four, brought it down to $5,200.' It is now down to
$4,500. However, we are in the courts on this case to bring it down
from $5,000 to $4,500, and the courts have enjoined us ane enjoined
the State from this most recent reduction.

Senator TALMADGE.' Federal court, I presume?
Mr. WYMAN. Yes, sir; it is a Federal court.
Senator TALMKADGE. That is logical.
How many welfare beneficiaries do you have in New York?
Mr. WYMAN. 1,800,000.
Senator TALMADGE. '1,800,000?
Mr. WYMAN. That is-people; 900,000-plus of them are children.
Senator TALMADGE. How fast are your welfare rolls increasing an-

nually in New York?
Mr. WYMAN. Well, fortunately, they have slowed down this past

year. They were increasing at a rate of about 5,000 a month, and the
period from April through August they leveled off. In fact, in the
upstate New York area they actually decreased, and then began with
the end of the farm labor season and so forth to go back up again
in the fall.

Senator TAL311ADGE. Do you anticipate that some of the recent Su-
- preme Court decisions are going to accelerate an increase in your rolls

again? For example, your residency requirement-I noticed the Fed-
eral court struck it down a few days ago?

Mr. WYMAN. Well, it won't help to reduce it; no. sir.
Senator TALMADGE. How much has the requirement that the bene-

ficiary pickup his check in person slowed down the increase in your-
welfare rolls?

Mr. WYMAN. In the 5 months since it went into effect on the 1st of
July, there were 20,000 people who failed to comply with the require-
ment and who were removed from the rolls.

There were another 13,000 who obtained employment as a drect
result of this effort to increase job training; and one of the tilings
here, Senator, I think, that is very important, considering the level and

\the quality of the experience and knowledge of these people, is that the
employment service is charged by the statute to go out and actually
develop jobs, actually promote jobs that these people can handle. ;

Unfortunately there hasn't been sufficient money to do this part
of the work and considering the general state of the economy the
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result of that, I don't think, are as much as Governor Rockefeller and
the members of the legislature and all of us liad hoped for.

However, we have undertaken a study of the results of this first few
months of activity under this program, jointly with the U.S. Depart-
ment of Labor, or own State labor department, our own social services
department, and HEW. The results of that study, random selection
of cases that were under this check-pickup arrangement, and what
happened to them, what kind of jobs they get, how long they keep
them,. all of these facts that we didn't have at hand, are just being
compiled now; and it is my understanding, Mr. Chairman, that Gov-
ernor Rockefeller will be apearing here to testify next week and he
'will have available to him a summtry of this initial study, and I think
you will be very much interested in the results of that. I don't happen
to have them but he will.

Senator TALMADGE. What percentage has failed to personally pick
up their checks ?

Mr. WYMAN. Well, this ran at about 20 percent of those.
Senator TALMADGE. One out of five?
Mr. WYMAN. One out of five.
Senator TALMADGE. How do you account for that, Mr. Wyman?
Mr. WYMAN. Well, that was the initial group. After you get a look

at why they didn't, half of them had a valid reason for not being
there-the babysitting or day-care arrangements broke down that
day; somebody get sick, the car broke down, they couldn't get to the
office, any number of reasonable reasons.

Another quarter of them actually were out and had gotten some
other support, some other job on their own and the last quarter had not
been fully found as to why, but in any event it was running better
than 20 percent who were failing to get-pick up their checks as they
expected.

Senator TALMADGE. Is it true that one out of every seven people in
New York City is on welfare?

Mr. WYMAN. Yes, and fortunately for us that is not the highest
percentage in the country. Boston has one out of five. [Laughter.]

Senator TALMADGE. New York is second ?
Mr. WYMAN. Well, right along with some other major cities.
Senator TALMADOE. Yes.
Mr. WYMAN. But I think you see, what we have had is this: As was

mentioned earlier, real revolution on the farm, cotton chopping and
picking are no longer needed.

Senator TALMADGE. I am aware of that.
Mr. WYMAN. And people, you know how they move, and they bring

skills that are not in demand when they get to a city.Senator TALMADGE. Let me ask you one final question, and I want
to apologize, Mr. Chairman, and members of the committee, for taking
so much time. This bill would make eligible for welfare something on
the order of 25 million Americans. That is almost one out of every eight
eititens in the country. We already have about 25 million social secur-
ity beneficiaries, as I recall; that is about one out of every eight.

When you add the two together-of course, you have a good deal
of interlocking-you would probably have more people drawing assist-
ane% from the Government either in the form of social security or
welfare than you would have paying taxes.
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Do you think that is a healthy situation for our Government?
Mr. WYMAN. Certainly not, if that is the outcome.
I think it is kind of interesting, Mr. Chairman, and Senator Tal-

madge, to get the estimate of the Social Security Administration which
expects that twice the number of aged will qualify under H.R. 1 than
are now eligible because it would eTiminate responsibility of relatives,
eliminate liens, and raise in some places-the amounts of assets that a
person could get and still receive assistance; and along that line, and
I should ha-ve mentioned this earlier, Mr. Chairman, one of our con-
cerns is that the benefit proposed here for aged, blind, and disabled,
as you know, is quite, we think, reasonably adequate for a single indi-
vidual but when you have a couple or when you have a brother and
sister living together, the benefit is cut back drastically and we think
that people under those conditions ought to be considered on an indi-
vidual basis, just as while they would be allowed to have $1,500 in
assets as a single individual, they only will be allowed to have $1,500
if there is a couple and this seems quite unfair to us.

We understand that in Louisiana, Senator, the allowance for a
couple comes quite-$2,800 or something of that kind.

Now, it may be that the committee would not wish to have an allow-
ance of $2,800 in resources for a couple under the aged program, but
those who are already getting benefits should not be denied the oppor-
tunity to continue; they ougfht to be grandfathered in, it seems to us,
if you do decid-e to set a lower limit for resources.

Senator TALIMADGE. Mr. Wyman, when this bill was before the House,
it was sold to the country and to the House with the idea that it would
reduce the number of welfare beneficiaries in the country.

Do you anticipate that it will ever have that effect?
Mr. WYMAN. No, sir. I think the Department has estimated, as you

you have stated, twice as many people would qualify, as you have.
Senator TAL-ADG. Thank you, Mr. Wyman and gentlemen; I ap-

preciate your contribution. It has been -extremely helpful to the com-
mittee.

The CHAIRMAN. Senator Fannin?
Senator FANNiN. We have talked about pilot programs and I know

you are very, familiar With what has happened to medicare. If we
could have had some 'pilot programs we perhaps would not be in the
position we are today in medicaid. We had two Governors testify the
other day, the Governor from Illinois, that medicaid now represented
44 percent of their total welfare program costs.

But taking that into consideration, I can recall what happened with
our committee, and I think the Senator from Connecticut has referred
to the discussion of the committee and referred to Senator Williams
and I just want to pose this question to you:

Would it not be proper to have the pilot program and get the ex-
perience and have -the information before we write the legislation?.

Mr. WYMAN. Well, I think that was our response to Senator Ribicoff.
We thought this could be helpful and, I might add, Senator Fannin, if
the administration chose New York State as the pilot State, we would
be very happy to participate in the pilot program.

Senator FANNIN. Well, I think that was the question in Senator Wil-
liams mind because Senator Williams did want a pilot program,
was willing to support a large enough budget to have proper pilot
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programs in one State or one area or several States or several areas,
ut a delay of the legislation would have been involved and so it was

not agreed to.
I think a large number of the members of this committee-I don't

know whether more than 50 percent or not-but I think 50 percent
would favor a pilot program and then write the legislation; and
thaf is why I feel it is essential if we could have these pilot programs,
before we-get into trouble again such as we have gotten into with
the medicaid and medicare.

Mr. WYMAN. If I could repeat my one proviso that during this pilot
period States be assisted with their immediate finalloial problem.

Senator FANNIN. I would certainly want to be a part of it and, fur-
thermore, in some of the areas which I know are not questionable, tak-
ing care of the blind, the aged and the physically handicapped and all,
to go forward with those programs. But these programs-the FAP,
where it applies to the guaranteed annual income and all, what the
results would be, what the costs would be, here we have information
the adverse impact of a partial offset of earnings by reduced welfare
benefits would be only slightly lessened by raising the disregard from
one-third to one-half of the earnings, but the number of recipients
would then go up by another 9 million eligibles, from 19 to 28 million
persons. If the benefit level were lifted from $2,400 to $ ,200-and
there are proposals pending that would boost it as high as $6,500--
the number of eligibles,- with a 50 percent earnings disregard, would
go up to 42 million, at a $3,000 level to 54 million. That means that
one-fourth of the U.S. population would then be on assistance pro-
grams.

So we don't know whether this is correct because we don't know
how many would be coming off-that is the great question-and so
if we could have a pilot program, properly administered, if you had
the information available before we write the legislation, I think
it would be a plus.

Mr. SCHNmrT. Senator, could I add a comment on this?
I agree with Mr. Wyman that as long as during a period of trial

States are protected from what now is a very distressful and almost
chaotic situation with respect to State funds, but I think there are
other hazards in this as- well that must be very carefully kept in mind
and that is not only preserving States in their present program stand-
ards while standards of a different quality are being studied and dem-
onstrated in whole States, if you are going to have a large enough
sample for a pilot to be a useful result, things like people in other
States besides those under pilot consideration continuing to receive
benefits with tax dollars from both the Federal and State levels which
are not up to what would be those under study in the pilot areas and
what kind of pressures this puts on the continuing administration in
those States, where the folks represented by their spokesmen would be
saying, "You know, how can we get right now to these equivalencies?"

Senator FANNIN. Of course, you have not established equivalencies
so I don't think you could right now.

Mr. SciMnyr. Yes.
Senator FANNIN. And I think that is something-we can't get the

cart before the horse. We have to-realize that we will have some de-
lays and, of course, we also know that the cost of living is not the
same in every area of the country.
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Mr. SCHMIDT. That is correct.
Senator FANNIN. So there are many variables and I don't think we

have taken into consideration all of these variables; and I believe that
a pilot program would perhaps educate us to what should be done and
how it should be done and what the costs would be.

Now, I am vitally concerned because we talk about the needs and we
know we have a tremendous need for a new -health program, for a new
welfare- program. Now, here we have gone through the child develop-
ment program that would cost a tremendous amount of money and so
we add it all up and some people talk as much as $150 billion of addi-
tional costs. It all depends on where you set the levels and what is nec-
essary, but we don't- know what is necessary at the present time.

If we could have a pilot program and establish these facts and fig-
ures to a far greater extent than we have established them to date. We
have Governors coming in here and talking about their States; they
would like to have the Federal Government take over the program
completely, administration and all, of the program, but wi en you
really delve into it with them they say, "We at the State level can do
the job better but we need the Federal financing.

Well, that is true. They can do it much better and the big problem
then gets down to money and I think that is where the problem must
be settled and I certainly am very much in favor of trying to do what
is needed and what is adequate but, at the same time, what we can
afford.

I don't want to bankrupt this country in carrying through a pro-
gram that we must drop at a later time. If we set up something we
cannot carry through then we are in much more serious trouble than if
we have a pilot program before we write legislation.

Well, thank you.
The CHAIRIMAN. Senator Byrd? Incidentally, there is a vote going

on on the Senate floor. I am going to remain here until the five lights
show up to indicate the vote is nearly over, if the Senators want to
vote and come back.

Go ahead, Senator Byrd.
Senator BYRD. I just want to make a brief comment on Senator Ribi-

coff's remarks.
I have long felt that Senator Ribicoff was not only one of the finest

men with whom I have been associated but also one of the ablest. I
watched his record as Governor of Connecticut. When he was ap-
pointed by President Kennedy to the Cabinet in 1961, in every speech
I made in' Virginia I predicted that certainly from my view he was the
ablest member of President Kennedy's Cabinet.

I remember well 2 years ago when some of the members of this com-
mittee, at President Nixon's request flew to California to the summer
White House, and Senator Ribicoff suggested at that time that there
be pilot projects to test out the family assistance plan, in my remarks
at that same meeting I associated myself with Senator Ribicoff's views.

When you talk about a gigantic program such as this one is, where it
doubles the number of eligible persons on public welfare, where it in-
creases the costs in 1 year by 40 percent to the Federal Government,
when you consider the fact that the Government is now running huge
deficits, gigantic deficits, it seems to me that this Congress had better
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know what it is doing before it passes a welfare program the ramifica-
tions of which, any way you look at it, are terrific.

Senator Ribicoff mentiohed a possibility of a month's debate in the
Senate. It seems to me, whether the Senate passes or does not pass it, my
only hope is that the Members of the Senate will understand it, under-
stand the full ramifications of this program.

I don't believe that the Members of the Senate are going to under-
stand this program in 1 month's time and I doubt if they are going
to be able to understand it in 2 or 3 or 4 months' time.

As I say, the ramifications are so great, I think Senator Ribicoff has
thrown out an idea today that hasn't been expressed around this table
for almost 2 years, I believe.

I remember in this room next door, in our executive sessions, with
the Under Sedretary of HEW., and I think with the Secretary of HEW
also, both Secretary Finch and Secretary Richardson, Under Secretary
Veneman, this committee urged him 2 years ago to permit legislation
setting up pilot projects and they absolutely-turned that down, refused
to consider it, refused to consider it unless "the committee and the Con-
gress simultaneously would give them the right to put the program
into effect and make it go into effect mandatorily regardless of what
the pilot project showed.

Of course, the committee wouldn't approve such a proposal as that
and it came to naught.

Until today, I think, it is the first time that such a possibility has
been mentioned. I think it is well to give consideration to this proposal
thrown out today by the Senator from Connecticut.

Thank you, Mr. Chairman.
Senator RIBICOFF. Thank you for your remarks.
The CHAIRMAN. I want to say this: I should become accustomed to

it, but it is constantly amazing to me the brilliance and the statesman-
ship of the Senator from Connecticut to resolve an impasse and to come
up with an answer.

Frankly, I have always felt that the administration made a very
bad mistake when it did not take us upon the proposition that we
would be willing to let them try the program and see how it worked.
These moral rearmament people sold me one point and that was their
theory that it is not a matter of who is right but a matter of what is
right. I would cheerfully be willing to vote the funds for you to prove
me wrong if you can and I think if you had proved me wrong I would
be glad to admit it. But it certainly didn't make any of us who were
trying to cooperate with the administration have any confidence in
their representations. I suggested to them they try it right here in
the District of Columbia where everybody could see it, try it right
here where the Congress meets; and, incidentally, they said they
thought that probably would be the worst place to try it at that
time. But it would be fine with me to try it and if it works, fine.

If that approach is taken I want to assure you gentlemen that still
won't keep this Senator from moving an amendmentIthat would pro-
vide major relief by additional Federal grants; and I hope-I would
prefer to .make it just with no strings attached just so long as you
use it to help poor people, put them to work hopefully or if you don't
put them to work just take it and match it with Federal funds to put
more people on the rolls if that is what you want to do.
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But I would think that if we do this the States that are not in the
ilot program ought to have substantial relief from this growing,
urgeoning caseload, much of which is there because of HEW regu-

lations imposed on the States against the States' will. We would have
a chance then to see what the States can do when they have some dis-
cretion with their program and meanwhile to observe what progress
can be made by the State that is selected. -

There is only one reservation I have about the State of New York
being the State where you test it: that is such a big State I would
wonder if you couldn't be a little less ambitious and try it somewhere
where it wouldn't cost so very much more money; but; frankly, I would
say to you, Mr. Wyman, in the spirit of compromise if you want to
take the whole State of New York, I would be willing to go up there
and try it. I would just as soon you don't try it in Louisiana. I think
if you tried the program there you would have so many people on the
welfare we couldn't get any people to go to work. But I would be will-
ing to try it in some State, in Oklahoma if yon would like to try it
there, Mr. Rader.

Mr. RADER. I would be willingMr. Chairman.
Mr. WYMAN. I think you would need a little mix, you know, a

more rural area and a more urban area.
The CHAIRMAN. Would you like to try the family assistance pro-

gram in Oklahoma, Mr. Rader?
Mr. RADER. I would be very happy to, Mr. Chairman.
I was quite interested in one of the remarks that has not been dis-

cussed fully as some of the others have by Senator Ribicoff and that
is that this committee take a hard look at many of the overlapping
programs we are all trying to administer and other people trying to
administer; everybody is getting into the act.

The CHAIRMAN. Well, thank you very much, gentlemen.
(The prepared statement and attachments of Mr. Wyman follows.

Hearing continues on p. 1690.)
PREPARED STATEMENT OF GEORGE K. WYMAN, AMERICAN PUBLIC WELFARE

ASSOCIATION

SUMMARY

For more than forty year the improvement of the adequacy and effectiveness
of the public welfare programs of this country has been the primary and con-
tinuing concern of the American Public Welfare Association. This Association
holds that:

Full employment at adequate wages should be the goal for all persons able to
work whose services are not required at home. To the fullest extent possible,
jobs should be available through the private enterprise system and normal
operations of government as it maintains public services and facilities. There
should be a full range of manpower training resources to afford the opportunity,
as needed, to acquire necessary skills for entry to employment and for upgrad-
ing job skills. To the extent that employment is not available through these
regular channels, despite concerted public and private efforts, useful work op-
portunities should be provided by the government to help employable persons
further develop and maintain their work habits anq skills.

A comprehensive financial assistance program with adequate national mini-
mum standards should be available, on the sole basis of need, to assure to all
individuals and families an income no lower at any given time than an officially
established poverty level.

Comprehensive social services should be available to all who need them, In-
cluding services-
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To promote opportunities for attaining self-support;
To improve individual functioning, facilitate independent living, and

strengthen family life;
To protect children and adults where necessary.

Wage-related contributory insurance under the social security system is the
preferred method for financing and administering income maintenance programs,
and should be extended to afford protection against all insurable risks to family
and individual economic security

Measured against these objectives, we believe that the provisions of HR. 1 in
its present form would constitute a partial reform of the public welfare system,
and would provide a basis for further development.

Interim fiscal relief for the states under the present system is urgently needed
pending the establislunent of the new system.

Social security cash benefits should be increased in an amount greater than 5
percent as passed by the House.

We strongly advocate the transfer of the three adult assistance categories, as
proposed in H.R. 1.

The central features of this legislation, which constitute the basis for our
support, include the following:

The establishment of a national minimum standard of assistance, with uniform
eligibility standards and procedures;

Extension of coverage to the working poor;
The assumption of basic financial and administrative responsibility by the

federal government;
The promised fiscal relief to the states and localities, including the hold-harm-

less protection against future aseload increases;
The expansion of services for job training and placement, and of public service

employment opportunities;
The strengthening of supporting services and resources, including the massive

increase in federal funding for day care facilities, to assist and enable assistance
applicants and recipients to become self-supporting.

The basic level of assistance should be no less than the federally established
poverty level.

At the outset of the new Family Programs, the level of assistance should be no
less than $3,000 er year for a family of four, with coverage for all persons in
need, including individuals and childless couples.

The legislation should set forth a schedule of incremental steps toward the full
federal funding of all assistance costs.

The federal government should match state supplementary payments up to the
poverty level.

The requirement to take into account the income of the past three quarters is
unrealistic and unduly complicating, and will result in the rejection of many needy
families, who will have to be assisted by the states until they become technically
eligible.

With reservations as to 4he-mnandatory work requirements for mothers, we
endorse the priorities set forth for work and training in the Talmadge
Amendments.

Also, the increase in federal matching to 90 percent in the Talmadge Amend-
ments for training, public service employment, social and supportive services
(including child care) will enable states to move with greater effectiveness.

At the same time, this enactment of the "workfare" provisions should not
detract from the urgency for adoption of other features of this legislation.

We endorse the extension of medicare coverage to disabled persons entitled
to social security benefits; and limitation of supplementary medical insurance
premiums to the rate of increase in cash benefits.

The transfer of intermediate care facilities to title IX is welcomed by public
welfare agencies.

We object to the proposal in sec. 225 to limit matchable per diem costs in
skilled nursing homes and ICF's to 105 percent of the previous year.
1. We object to a premium enrollment fee for medicaid for the medically needy,
and for the option to Impose deductions or co-payments.

We are generally supportive of proposals on social services in H.R. 1, with
certain exceptions as specified:

We endorse the increased federal commitment for foster care and adoption
services, and for family planning and child care.
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The list of services which may be funded in see. 511 is too limited, and should
allow for expansion.

There is a danger that services may become fragmented among manpower
and social service agencies, with the development of two or more parallel and
overlapping systems.

We strenuously object to the proposal to terminate the open-end matching
authorization for social services.

Provision should be made In the law for the transfer of personnel from the
present state and local programs to the new federal programs.

STATEMENT

Mr. Chairman, and Members of the Committee, we appreciate the oppor-
tunity to appear before you today in behalf of the American Public Welfare
Association. I am accompanied by Mr. Wilbur J. Schmidt, who is the Secre.
tary of the Wisconsin Department of Health and Social Services, and Mr. Lloyd
E. Rader, Director of the Oklahoma Department of Institutions, Social and
Rehabilitative Services.

The American Public Welfare Association is the national membership organi-
zation in the field of public welfare. Membership consists mainly of the state and
local agencies which administer the public welfare - programs, and individual
staff members. For the past 40 years the primary continuing concern of the
Association has been the improvement of the public welfare programs through-
out-all parts of this nation. We have identified objectives and priorities which
have focused on this purpose. The basic statement of our position has been
published under the heading of "Essentials of Public 'elfare," which I should
like to submit for inclusion in the record. In this document the general goals
of public welfare, as seen by our Association. are set forth as follows:

A comprehensive income maintenance program with adequate national mini-
mum standards should be available, on the sole basis of need, to assure to all
individuals and families an income no lower at any given time than an officially
established poverty level.

Comprehensive social services should be available to all who need them,
including services-

To promote opportunities for attaining self-support;
To improve Individual functioning, facilitate independent living, and

strengthen family life;
To protect children and adults where necessary.

We have traditionally advocated the wage-related contributory insurance
under the social security system. whenever feasible. as the preferred method
for financing and administering income maintenance programs.

We believe that it is also feasible and preferable for the adult categories-
Old Age Assistance. Aid to the Blind, and Aid to the Disabled-to be federally
funded and administered by the social security system. We have testified before
your Committee in support of this proposal on previous occosiops and we are
pleased to-reaffirm that position today.

We endorse the increase in the level of benefits provided for in H.R. 1, and
approved last year by the House. We believe, in view of the intervening delay in
the final enactment of this measure and the continuing rise in the cost of living,
that the benefit should-now be increased by an amount greater than the proposed
5 percent. and with accompanying tax adjustments as may be needed.

It is our judgment that the provisions in H.R. 1. as it is now before your Com-
mittee. would constitute a partial reform of the public welfare system, but that
it falls short in a number of significant respects from promising the thorough-
going reform that is urgently needed.

The establishment of a national minimum standard of assistance, with uniform
eligibility standards and procedures. the extension of coverage to the working
poor, and the assumption of basic responsibility by the federal government, are
fundamental advances which would be accomplished by this legislation. The
promised fiscal relief to the states and localities (including the hold-harmles .
protection against future caseload increases), the transfer of the adult categories
to the Social Security Administration and the expansion and federal funding of
day care services for children. are among the other positive features of primary
importance which are proposed.

One of the criticisms most frequently directed against the present system
is that it is actually 54 separate systems with wide variations in levels of assist-
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ance and resource exemptions. It is apparent to us, however, that instead of
overcoming this dilemma, H.R. 1, as it now stands, would have the effect of
solidifying many of the present inequities. While the hold-harmlese provision -
would protect a state against increased costs due to rising caseloads, any costs
resulting from an increase in the level of state supplementation would be borne
entirely by the-state since the hold-harmlews would not apply, and federal match-
ing funds would not be available. Under the present system the states at least
have the incentive of the federal matching share for inceased 'benefits.

While the new federal programs which are proposed in H.R. 1-Assistance
for the Aged, Blind, and Disabled. and the Family Programs--would con-
stitute a significant advance in the direction of welfare reform, standing by
themselves they would, in some respects, be less than a fair trade for the present
system. We are fully aware that these proposals count on the states to bear a
substantial part of the responsibility, and that the federal and state conribu-
lions would be combined in a single administrative agency. Basically, however,
the federal and state governments would each be free to act unilaterally with
respect to the level of assistance it would support. The only guarantee the federal
government could make would be with respect to the part it would fund.

Most states would undoubtedly make an effort to maintain at least the present
assistance level through sulplementation. But the new system could not assure
it, and with the growing demands upon state and local resources, it would be
only prudent to anticipate that some states would find it necessary to retrench.
In any case it seems likely that the vast majority of persons now receiving as-
sistance (the primary exception being those in the states which now pay less
than the proposed federal standard) would be not much better off under the
new family prograins than they are now. Whether they would be worse off would
be decided by the states, and not by the federal government. True welfare reform
should not allow for such an outcome.

Interim Relief
Unfortunately, some states are already finding it necessary to reduce the level

of their assistance payments. With the growing fiscal crises of the states, and
with the new programs still two years away, it may be expected that other states
will find it necessary to reduce the level of their assistance payments.

Regardless of the need for long-term welfare reform, the obvious fact is that
interim measures must be taken as soon as possible to avert further retrenchments
of this kind, which would inevitably result In widespread distress. The situation
must not be allowed to deteriorate further while the larger reforms are still
pending. Some kind of hold-harmless provision, or increased federal matching
share, should be put into effect at once. to enable the states to hold the line under
the present system. until it is replaced. Last year the National Council of State
Public Welfare Administrators advocated that the existing federal matching
share for cash assistance be increased by 20 percent for each state. This was not
proposed as an alternative to welfare reform, but as one possible way to enable
the states to maintain their levels of assistance until the new programs become
operative. A copy of that resolution is attached to this statement.

National Objectives
Whenever the federal government enters a field which has been a state function,

even though it assumes only partial responsibility, it gives shape and substance
to the whole. The present conditional grants to states for the public assistance
categories set the ground rules under which the system operates. There are, for
example, requirements for a shigle state agency, for statewide standards, and
a merit system for personnel. The states comply with these requirements. On the
other hand, there are no minimum standards of assistance, no federal participa-
tion in assistance for individuals or families under 65 without children, or for
the "working poor." As a consequence, many of the states have regrettably low
standards of assistance, often even lower (if any at all) for general assistance,
and even fewer states provide in any way for the working poor with incomes
below the assistance standards.

It might be noted In passing that some of the basic principles in the proposed
legislation, which our Association has advocated, such as minimum standards of
assistance and conditions of eligibility, could have been realized to a substantial
degree under the present system if they had been mandated in federal legislation.

Thus, the federal government does give shape and substance to the total pub-
lie welfare scene-by what it omits as well as by what it requires.
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The same will hold true under any new plan of reform. Under the grand
design of H.R. 1 there would still be wide variations in benefit levels from one
state to another, often only remotely related to regional differences in living
costs; there would be no incentive within the system for states to increase tile
level of supplementation; and there would still be the individuals and childless
couples not covered, even though their need might be as great and as genuine as
that of the covered beneficiaries.

At the same time we are well aware that as long as public welfare is to be
a shared responsibility, there is no practical way in Which the federal govern.
ment can mandate-upon the states the full extent of what their performance milust
be, except as a condition for federal financial Iarticil)ation in state costs. If the
federv.l government is finally going to consider public welfare as primarily a
national problem, and intends to design and carry out a true reform that goes
beyond those selected segments it has in the last been willing to call its own,
and is ready to take responsibility for the total result, there are two ways to
do it. One way would be for the federal government to assume full responsibility
for financing and administration for everything. The other way would be to
start out along the lines proposed in H.R. 1, but with substantial federal partiei-
lation in the state costs not fully funded by the federal government. In either
case, the base should be a design for a future comprehensive, adequate and bal-
anced program.

The first way may seem to offer the most assurance and gives the federal
government total control over the outcome. But the second could also work very
well, if properly designed. Federal matching of the state supplementary payments
should be at a sufficiently high p' rcentage to enable each state, as a required
minimum, to maintain the level of assistance which it now provides under the
present system. This should be made a condition for the receipt of any matching
funds for financial assistance, as well as for the hold-harmless protection. In
addition, this federal participation should be available in such amounts and under
such conditions as to provide a strong incentive to a state for an increased level
of supplementation up to an established national ceiling, which should be no less
than the poverty level.

But I return to my earlier points that the principles of a national adequate
minimum standard of assistance, uniforin eligibility standards and procedures,
the extension of coverage to the working poor, and the assumption of basic

-responsibility by the federal government are the essential elements of welfare
reform, and that the present measure moves only part way toward the attainment
of these objectives. H.R. 1 gives promise that It would advance these principles,
and that these principles, once established, can be built upon for the continuing
perfection of the system.

However, no one should labor under the illusion that aly kind of welfare reform
is going to greatly diminish the problems that plague us under the present sys-
tem-at least in the short run. The basic problems are caused by lack of educa-
tion and marketable skills, discrimination in employment and housing, poor health,
social disorganization, technological change, and lack of a full employment eco-
nomy. For example, during the past twenty years the revolution in agricultural
technology has resulted in perhaps the greatest migration in history-of un-
skilled farm laborers to the major cities, many of whom settled in the ghettos
of the central cities. None of these conditions wascaused by any welfare program,
and they will not be corrected by any welfare program, no matter how good.
except insofar as it is a part of a larger array of services, resources, and
opportunities. Nor should the expectation be nurtured that the new family pro-
grains would escape the welfare stigmna. Any program which provides assistance
based upon a determination of need will bear the onus, in tile opinion of isome,

#that it pays ,more than the recipients deserve, while others will find that bene-
fits are inadequate for a decent level of living.

WORK AND TRAINING

A long-standing objective of this Association has been that training, assistance,
and opportunity to become self-supporting should be available to everyone who
can benefit from such services. Our position is st forth in. our attached statement
of essentials as follows"

Full employment at adequate wages should be the goal for all persons
able to work whose services are not required at home. To the fullest extent
possible, Jobs should be available through the private enterprise system and



1677

-normal operations of government as it maintains public services and facilities.
There should be a full range of manpower training resources to afford the
opportunity, as needed, to acquire necessary skills for entry to employment
and for upgrading jo) skills. To the extent that employment is not available
through these regular channels, despite concerted public and private efforts,
useful work opportunities should be provided by the government to help em-
ployable per.son.s further develop and maintain their work habits and skills.

We concur in the proposal in H.R. 1 that able-bodied males should be required
to take work or job training as a condition to receiving assistance. We believe
that mothers receiving assistance should be given an opportunity, and encourage-
ment, through job placement and training and child care services, to take em-
ployment. But we strongly urge the deletion of any provision which would require
mothers of children under school age to take employment or participate in job
training. While there are many instances in which such mothers prefer to work,
and to take job training, there are-other instances in which it would be contrary
to the best interests of young children as well as to the objectives of the program.
In any ease, such a requirement at this time Is not nece.ary, since under the
best of circumstances it N 'ill be a long time before the training slots, the child
care facilities, the job opportunities, and the supportive services will be adequate
to take care of all the mothers who would volunteer for employment or training. If,
at a later time, it should seem desirable, this question could be reviewed in the
light of experience and current conditions.

We are in general agreement with the provisions within the Talmadge Amend-
ments (P.L. 92-223) which are designed to strengthen the work and training
opportunities for employable recipients of public assistance. We believe that
the order of priorities for employment are soundly conceived. In fact, we specifi-
cally endorsed this listing of priorities in our testimony before this-Committee
when they were proposed by Senator Talmadge in 1970.

The increase in federal matching to 90 percent for training and related costs,
public service employment, and especially for social and supportive services
(including child care) will, in our estimation, enable the states to move ahead
with greater effectiveness in these areas.

While the success of the employment program, whether tinder the recently en-
acted amendments or under tile proposed Opportunity for Families Program, will
be determined in large measure by the adequacy of facilities for job training and
placement, child care, and supporting services, the crucial factor will be tile
availability of jobs. Especially during periods of high unemployment, therefore,
a program of public service employment is essential. In the prevailing circmn-
stances, therefore, the authorized or proposed funding for public service jobs
will not be sufficient to assure employment for all who will be registered as
available.

There are many jobs in state and local jurisdictions which need to be done,
but it might be anticipated that the employing agencies will lack the resources
to absorb their share of the costs over tile long term. We suggest that a reduction
of the federal share at two-year intervals, instead of yearly, would give greater
assurance of the success of this program.

We also recommend that provision be made for unifying the social and suppor-
tive services of the employment programs with those that are otherwise author-
ized under the public assistance titles. Otherwise, the result will be unnecessary
duplication and fragmentation of these services.

It is our expectation that the new work incentive amendments enacted in
P.L. 92-223 will enable the states to move ahead more effectively in carrying
out -the work and training programs. At the same time, we would emphasize
that the potential number of individuals and families who will benefit from
this measure constitute a relatively small portion of the total recipients of
assistance. Moreover, we trust tha his action will not be considered as a substitute
for the overall design for welfare reform as set forth in H.R 1.
Deserting Parents

We agree that every effort should be put forth to locate and obtain support
from deserting parents. The increase from 50 to 75 percent of federal matching
for these costs would enable the states and localities to discharge this respon-
sibility with greater diligence and effectiveness. However, if the federal govern-
ment is to take over full responsibiltiy for the administration of income main-
tenance, some thought would need to be given as to whether this would require
the states to maintain a separate agency specifically for this purpose.
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Organizational Fragmentation
Whatever else may be said about the proposed new welfare system, it is our

impression that it is not a move toward simplification or consolidation. At the
federal level there would be a new unit in the Social Security Administration to
administer ,the adult programs, a new agency in HEW for the Family Assistance
Plan, and a new ag ncy in the Department of Labor for the Opportunity for
Families Program. In the states and localities these agencies would have their
counterparts, and even though the federal government would be willing to ad-
minister the state supplement of the federal programs, it would be necessary for
the states to continue to operate a separate network of assistance agencies to
administer those functions not covered by thefederal programs. The states and
localities would administer their programs of general assistance for needy imli-
viduals and families without children. These agencies might also anticipate soine
new business from the "accounting period casualties," who fail the three quarters
test., but pass the needs test. They would pay allowances for special needs to
those on the rolls of the federal programs, and they would administer emergency
assistance.

A separate network of state and local agencies would administer-the social
services, whici might well, in turn, be parallel to the Opportunity for Families
Prograiii of supportive services for those who are preparing for employment.

These conditions would result not only in organizational complexity and dupli-
cation, but in confusion and inconvenience for those whom the programs are in-
tended to serve.
Acooutnting Period

The proposal to take into account income over the past three quarters in de-
terinining need under the family program., we believe, would result in the
rejection of benefits for some families In need, an added burden to the states, and
unneeded complexities for the administering federal agency. Families whose
earnings are only moderately higher than the assistance benefit level-in any
state--do not ordinarily have much or any accumulated reserves when their in-
come stops. If asistance is not to be forthcoming at once through the family
program, the only alternative is for the state to provide emergency assistance.
As the bill is now drafted, we assume that such emergency assistance would also
be counted as income, thus further delaying the day of eligibility for federal
assistance, potentially as long as 9 months in some cases.

We recognize that it may be found necessary to maintain some accountability
of past earnings, but certainly not at the assistance budget level for three quar-
ters. Perhaps some outside limit could be prescribed for previous quarters, and
the actual budget be applied for the current quarter. Otherwise, the states will
be burdened with an artificially created caseload of accounting period casualties.
Limitation on Resources

I wish to direct the Committee's attention to the eligibility requirement for
assistance for the Aged. Blind. and I)isbled, which would limit the nonexcluded
resources of an individual and his eligible spouse to not more than $1,500 (Sec.
2011 (a) (2) (B)). We recognize that a uniform standard for exempted resources
is necessary, and we believe the proposed $1.500 figure is reasonable. A problem
arises, however, from the fact that under the existing adult categories the states
have set their own limits-for allowable resources. We understand that in about
half the states there are resource exemptions which in some combination are in
excess of-by as much as double-the proposed $1,500 limit. The result is that in
those states having the higher level there are a substantial number of individuals
who have been receiving assistance (especially Old-Age Assistance) for ten years
or longer, who would suddenly find themselves ineligible under the terms of the
new program. They could, of course, be asked to spend down the small margin of
their excess resources, but this could be unnecessarily disruptive in consideration
of the small amounts involved, and could be a source of misunderstanding and
criticism of the new program.
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We recommend that a grandfather clause be added which would continue the
existing resource exemptions for all those who are receiving assistance at the
time the new program becomes effective. The proposed national uniform standard
could then govern in determining eligibility of all who apply thereafter.

Reduced Benefits for Couples
We are concerned and object to the provisions for payment ceilings for couples

or where two people. related or non-related, live together. These provisions are
contrary to the principle of strengthening family life, and would serve to break
up family relationships of couples, brothers, and sisters.

It is our recommendation that all adults eligible for benefits because of blind-
ness, disability or age should be considered as individual applicants and receive
total benefits. As a result of today's eco: my, many of these people are only able
to maintain decent housing and meet daily needs through shared expenditures.
We, therefore, urge that the reduced payment-provisions be deleted and that each
eligible adult be considered as an individual applicant and beneficiary.

MEDICARE AND MEDICAID

We are gratified that it is considered feasible to extend medicare coverage to
persons entitled to social security disability benefits. It is a most commendable
step toward providing a much-needed protection in these catastrophic situations.

We also endorse the proposal to tie future increases in supplementary medical
insurance premiums to the rate of increase in cash benefits. This is a practical
way of protecting social security beneficiaries against the ever-increasing costs of
medical care.

The transfer to title XIX of the matching authorization for care in intermedi-
ate care facilities, as provided for in P.L. 92-223, is most welcome to the public
welfare agencies. This amendment will ,'acilitate the use of appropriate levels of
care under appropriate medical supervision. One significant feature is that
matching will be available for care of the medically indigent in these facilities,
which will eliminate any financial incentive for placement of these patients in a
skilled nursing home when an ICF would be otherwise Indicated. Another Is that
matching will be authorized for care of the mentally retarded in public institu-
tions under certain conditions in which health and rehabilitation services are
provided. We regard this as a constructive step which will assist states in main-
taining these high-quality services for patients who require them.

There are other proposals affecting the medicaid program which we believe
should be deleted or modified.

Of special concern is the proposal in see. 207 which would, reduce the federal
medical percentage by one-third after the first 60 days in a general or tubercu-
losis hospital. We do not object to a reduction in the federal percentage after the
first 60 days of care in a skilled nursing home unless the state maintains an
effective utilization review program, since that is a reasonable requirement

We wish also to enter an objection to the proposal in sec. 225 to limit the
average per diem costs countable for federal matching in skilled nursing homes
and intermediate care facilities to 105 percent of these costs for the previous
year. In many states these rates have been held at an artificially low level, to the
point where substantial increases must be allowed in order to assure that needed
care is available. Many of these facilities find it difficult to obtain staff because
they have been paying low wages that are not covered by federal law, and they
must be increased. Most importantly, however, the quality of care in these facili-
ties must be upgraded. We are encouraged that the President has set this as a
national goal. But this goal cannot be achieved if the rates are to be limited to
a 5 percent annual increase.

We recommend the deletion of the proposals to require a premium enrollment
fee on the medically needy as a condition to medicaid coverage, and the option
to impose deductibles and co-payments upon either the medically needy or the

72-573 0- 72 - pt.4 - 5



1680

recipients of cash assistance. While we recognize the need for restraints against
over-utilization of services, we do not agree that this is the way it should be
done. This would have the effect of discouraging medicaid participants from
obtaining medical care which they genuinely need, and would also result iII
greater costs at a later time to treat conditions that could have been more easily
remedied or prevented by earlier attention.

SOCIAL SERVICES

This Association has long believed that public social services should be avail-
able to all who need them, with priority being given to peol)le in vulnerable
or high risk groups. Comprehensive services inclu(le services to promote oppor-
tunities for attaining self-support, services to improve individual functioning,
facilitate independent living, and strengthenn family life and services to protect
children and adults where necessary.

We endorsed the 1962 service amendments as a major steel) in that direction.
However, this Association has never promised that the expansion of social
services would result in a reduction in the AFDC caseload. We did say, in
1962, that "It is not possible to predict how many public welfare recipients
will be enabled to leave the assistance rolls through increased services, and
it may be that the results can never be precisely measured." However, we be-
lieved then, and continue to believe, that an effective service program does en-
able many people to become self-supporting and maintain their independence.

While ILI. 1 does not provide for a comprehensive or a universal service
program, it makes some important changes in the present welfare service system.
The Allied Services Act which the President announced in his State of the
Union message appears to be a sound and progressive step toward rationaliz-
ing the social service programs. We look forward to the introduction of this
measure and an opportunity to study it in detail.

There are major service features which this Association wholeheartedly en-
dorses. Specifically, we applaud the increased federal commitment in I.R. I
for foster care and adoption services.-and the liberal federal financing of family
planning and child care. We have a(vocated expanded federal support for
services available to people. Wh'lile we concur with the Congressional support
for increased federal funding for (.hihl care services, we point. out that child
care is only a part of a total service system and should not be treated as an
individual, isolated service. I'iless (.hlil( care is accompanied by other sup-
portive services which a family may need, the positive effects of such child
care In terms of making the family more independent and self-sustaining are
seriously impeded. Moreover. many vomen need child care for reasons other
than employment or training: the over-riding emphasis on child care services
for working mothers Is, in our mind. far too Inmited. Child care should be
available to all families who might profit from services due to employment.
illness, incapacity, temporary emergencies, etc.

Each one of us has at some point in our lives needed social. services. The
welfare agency is the sole source of services for those unable to pay, and, un-
fortunately, public services, due to limited resources, are only sometimes avail-
able for those in need. If the public service agency refuses the client in need,
he has no other place to turn. The public welfare agency has never been in a
position of selecting its clientele--it is the place of last resort for those in
need and it must provide services, if available, to eligible persons requesting
them. This lack of client selectivity has historically made the welfare system
appear less planned and less successful than comparable service systems in the
private sphere.

The growth of the welfare rolls has caused further obscurity and confusion
regarding social services. The typical service worker. in the public welfare de-
partment has been beleaguered with eligibility deternyinations an(1 ever-growing
assistance caseloads. These factors have severely limited the ability of workers to
render social services and thus have side-tracked the development of services. In
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the past two years we have witnessed some progress at state and local levels with
the separation of income maintenance from social services. While this develop-
Ment has not been without difficulty, experience is showing that a service system
administered separately from an income maintenance system is better equipped
with the time and manpower necessary to develop comprehensive service pro-
grams. In this respect. IAP and OFI) will receive states of these pressures and
will enable them to get on with building services. Another advantage of separa-
tion is the ability to evaluate the effectiveness of services without Income main-
tenance considerations clouding the picture. Along this line, we urge that federal
monitoring and evaluation of service programs be initiated on a regular basis.
Provision is made in other sections of the hbill for periodic evaluations and we
urge a similar provision be included in regard to service programs. Ongoing
federal technical assistance to states is another necessary ingredient to a more
successful and better coordinated national service program. All in all, we are
optimistic about the potential of a separate service system and are supportive
of this direction in H.R. 1.

We are concerned with the over-riding emphasis in H.R. 1 on services to make
people self-supporting; in other words, to get people off the welfare rolls. While
we recognize the need for and importance of such services, we feel that this is
not and should not be the primary purpose of a service program. Social services
should be provided to people to asist them in attaining a state of personal and
societal well-being and independence and to assure our citizens of a certain qual-
ity of life.

Experience has shown that. with the current fiscal crisis in many states, wel-
fare services are among the "first to go." We believe that the federal government
should, through federal financial participation, enable and encourage each state
to maintain a balanced and comprehensive program that meets the service need.
of all requiring such assistance.

A major defect in H.R. 1 lies in the provision for a closed-end appropriation for
federal financial participation for services. This will seriously reduce states'
capacities to provide social services, and will force states to curtail present serv-
ice programs, as well as negating any possibility for service expansion and ex-
l-erimentation. With the expanded eligibility in H.R. 1, services will be needed by
more Ileople, particularly to accomplish the bill's objectives of reducing depend-
e:mcy. Curtailments and uncertainties in federal funding can only diminish the
growth and effectiveness of service programs. Time Senate rejected a similar pro-
posal included in the Administration's 1972 Budget, recognizing that services are
i. crucial factor in any welfare reform and that ait this time in history services

,-'hould be expanded rather than curtailed. The $800 million ceiling on service
expenditures wduld mean additional costs to states. as well as curtailment of
,nuch-needed service programs in many states.

Finally, the list of services spelled out in section 511 for which federal finan-
cial participation will be available is seriously inadequate. If strict interpreta-
tion is used, several key services presently provided and used, such as preven-
tive services, family counseling, and legal services, will be excluded from public
service programs. We would urge the Committee to reconsider this listing and to
allow for expansion by changing the wording to read, "The term services . . .
includes, but is not limited to, any of the following services." The current state
of the art in social services is such that services are just now being defined and
measures of effectiveness being formulated; to close the door on services now
would be a grave mistake.

The bill provides that child care and supportive services shall be provided by
the Secretary of Labor for those people enrolled in the Opportunities for Families
Program, with 100 percent federal financing authorized for such services. Child
care and supportive services for those in the Family Assistance Program will be
the responsibility of the Secretary of Health, Education, -and Welfare. There Is
the potential, therefore, for two agencies in each community responsible for pro-
viding the same basic services to people ;. the clientele will vary only in terms of
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their employability. We object to this design on two counts: first, it further cate-
gorizes people and programs at a time when we are trying to consolidate human
resource progr ams, and, second, it creates administrative confusion and waste.

Such categorization of pLople is, we maintain, senseless and duI)licatory, and
invites confusion regarding division of responsibility. There is no good reason
for two parallel service systems as envisioned In the bill, both serving a clientele
with the same basic characteristics.

This organization has long supported the consolidation and integration of cate-
gorical grant-in-aid programs into single source, comprehensive human services.
There is, as you know, presently operative in this country a nationwide, compre-
hensive service system for low income families. This service system is adminLs-
tered through state welfare agencies and local county offices. To now divide this
presently established service system into two separate structures, necessitating
two offices in each community, will fragment services, confuse recipients, and gen-
erally increase the cost of administering social services.-We firmly believe that
services should be developed within one service structure in order to strengthen
the overall service system, reduce administrative costs and coordinate a better
system of services for people.

Basically, H.R. 1 does little to strengthen the services program. It does not tie
together in any fashion the various delivery systems we presently have. There
are different conditions of eligibility for different populations, different federal-
state financial arrangements for various services, confusing and overlapping
responsibility for the provision of services, and uncertain divisions between
optional versus mandatory services. A major service program is left without any
clearly defined resources. Overall, then, this bill does not promote a well-organized
or highly accountable social services system. At a time when states are expected
to expand and strengthen service programs, they will likely be confronted with
shortages of funds, overlapping authorities and unclear responsibilities.

Child Care
Child care has been identified as a crucial component of welfare reform and

has emerged as a major area of legislative interest and concern. We are pleased
to have this opportunity to comment on the various proposals which have been
put forward and to share with you our thoughts about this most important subject.

We believe that expanded child care will relieve many families from their
dependency on welfare. We know that many families have been denied oppor-
tunities for training and employment due to unavailability of child care.

There are several child care principles which this Association considers essen-
tial:

(1) Quality child care should be available in sufficient quantity to serve
all families in need of such care due to employment, illness, incapacity, etc.

(2) Child care arrangements must not be detrimental to the child or his
parents.

(3) A full range of child care arrangements should be available and con-
veniently located to children of all ages, including in-home child care, out-
of-home day care, family care, etc.

(4) Parents should have maximum choice in the selection of child care
arrangements.

(5) Child care services should be available to all income groups, with pro-
vision for fee for service and based on ability to pay.

(6) State and local general purpose governments should have a coordi-
nating role in the planning, provision and monitoring of child care.

(7) National criteria should be developed for monitoring and evaluation
of service programs on a uniform basis.

There Is presently a child care system set up in every state which receives fed-
eral funding through title IV of the Social Security Act. States have, however.
been impeded from developing adequate quality child care because of the 25 per-
cent non-federal share required by the Social Security Act, as well as the absence
of construction monies for child care facilities. The provisions for full federal
financing and construction monies in H.R. 1 will afford an opportunity to greatly
expand facilities, staff and child care services.
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We would like to reiterate our concern that child care not be viewed as a
separate, isolated service, but rather as one crucial component in an integrated
and comprehensive service system. It is precisely this point that caused us great-
est concern in the Comprehensive Child Development Act. To separate the care
of children from the total iieeds of a family would result in an infficient, dup-
licatory, and fragmented service system. Greater resources are needed to
strengthen child care resources, but a complete overhauling of the delivery sys-
tem hardly seems necessary, particularly at a time when that system will finally
be able to concentrate fully on services without income maintenance considera-
tions.

Your bill, S. 2003, establishing a Federal Child Care Corporation, is responsive
to the need for greater coordination and direction over the development of _i4
care resources. Nevertheless, the vesting of power concerning child care in-
three-man corporation removes the accountability and responsibility from the
states and rests it in a private corporation. We cannot support legislation which
obviates the role of the state in providing services.
Adoption Information Exchange

We recommend the inclusion of the authorization as proposed last year (H.R.
16311, proposed new Social Security Act title XX, sec. 2013, submitted by the
Administration in the "June revision") for a national adoption ixforination
exchange system. This service, to be maintained by HEW, would provide in-
formation to assist in the placement of children awaiting adoption and in the
location of children for persons who wish to adopt children. This type of service,
as has been well demonstrated by the pilot Project--the Adoption Resource
Exchange of North America, is especially useful in finding adoptive homes for
children who are handicapped, or for other reasons, are hard to place.
Transfer of Personnel

We-strongly urge that provision be made in the law for the protection of the
tenure of the personnel now employed in the state and local welfare programs.
The safeguarding of accrued benefits and the outlining of procedures for the
orderly transfer of employees to the new programs are not only called for in
the name of equity, but in fact, most of the present staffs will be needed in order
to insure the success of the new programs.

AMERICAN PUBLIC WELFARIp. ASSOCIATION

The National Council of State Public Welfare Administrators of the American
Public Welfare Association adopted the following resolution at a meeting of its
full membership on September 20, 1971:

Whereas, the National Council of State Public Welfare Adrinistrators has
supported the basic concepts of welfare reform; and

Whereas, the National Conference of Governors recently reaffirmed its support
for certain basic concepts in welfare reform and urged additional improvements
to pending legislation now before the Congress; and,

Whereas, the President of the United States has requested the Congress to
delay implementation of welfare reform to 1973; and,

Whereas, the welfare crisis (particularly as it has resulted in increasing costs
to all States and localities) is of such severity that it cannot wait for ultimate
long-range solutions; now, therefore be it

Resolved, That the National Council of State Public Welfare Administrators
urge the Congress to enact temporary legislation for the period July 1, 1971
to June 30, 1973 during which the formulae for Federal participation in the
current public assistance aid pro.,rams be increased by twenty percent (20%)
of the current Federal formulae as it relates to each State. Such temporary
legislation will permit careful, considered deliberation of welfare reform pro-
posals; it will relieve State and local taxpayers of crushing burdens; it may
prevent further reductions in benefits to the poor and needy; and it will carry
out, in part, the earlier commitment of the Federal Administration to assume
$5 billion of welfare expenditures during the current fiscal year.



1684



1685

Approved by the Board of Directors of ite American Public Wel-
fare Association on December 8. 1970.

PREAMBLE

This Statement sets forth the basic principles
which the American Public Welfare Association
believes to be essential to the achievement of the
purposes and goals with which public welfare has
long been charged. It is the latest in a series of
such documents that the Association has form-
ulated from time to time. These essentials cannot
be static. They will change as the people modify
the role of government in the total society. The
acceptance and implementation of these essen-
tials, however, would facilitate reaching the goals
within a reasonable period of time.

The highest purpose of a democracy should be
to promote and safeguard the well-being of its
people. Each individual should be assured a valid
opportunity to fulfill his potentialities and aspira-
tions and to contribute to the extent of his ability
to the common good.

Today, the extent and intensity of human needs
and the wholesale challenge to social institutions
point to the need for changes of a fundamental
character in human service programs. Public
welfare is no exception. It is, in fact, an especi-Ily
crucial point for change because it identifies anJ
brings to public attention many of the urgent un-
solved problems and unmet human needs.

THE GENERAL SETTING

It is essential to the well-being and security of
the nation that measures be taken to prevent and
alleviate social problems. These measures include
assuring the total elimination, in fact as well as
in law, of discrimination on any basis: full and
unrestricted opportunity for employment at a
suitable wage; and adequate housing, education,
income maintenance benefits, and health care.

Solving human problems and promoting social
competence are complex undertakings which re-
quire the knowledge and skills of many disci-
plines and the deep involvement of a wide variety
of governmental and voluntary agencies and of
individual citizens. Public welfare cannot solve
these problems alone. The pooling of effort,
money and skill promotes diversity, experimenta-
tion, and a wider choice of type of service by the
individual citizen.

Public welfare must be seen as one part of a
system of human services which includes educa-
tion, health care, housing, employment oppor-
tunity, manpower training programs and others
which add up to a better life for all the people.
While public welfare continues to focus on the
needs of the most vulnerable people in so-
ciety, it has an additional obligation to con-

Essentials

of Public Welfare

A Statement of Principles



1686

tribute, along with the other services, to the gen-
eral level of living. Recognizing that each
component involves its particular techniques,
however, this Statement is directed to the field of
public welfare as a specific function of govern-
ment.

RIGHTS AND OBLIGATIONS

Public welfare services are based on the prin-
ciple of mutual responsibility. These services must
be offered and delivered in an atmosphere of
respect for the rights of each individual, concern
for all people, understanding of society, and full
knowledge of the programs which serve specific
human needs. For their part, persons using such
services have an obligation to deal responsibly
with the agency and to exert all the effort of
which they are capable in the solution of their
own problems. Beneficiaries of public welfare
programs have an important contribution to make
from their personal experience and familiarity
with neighborhood problems and should have
genuine opportunity to contribute as policy is
developed.

Public welfare programs must be administered
in such a way that in practice the rights, dignity,
responsibility, and independence of people are
respected. Social services and financial and med-
ical assistance must be universally available and
readily accessible, without regard to race, color,
creed, sex, national origin, residence, settlement.
citizenship, or circumstances of birth. Personal
and family problems involving possible compul-
sion, such as desertion, nonsupport, or the re-
noval of a child from his home, should be
handled in the same way as for all citizens
through the courts or other legal channels.
Specific decisions of the agency should be subject
to objective review on the appeal of the individual
affected.

PUBLIC WELFARE PROGRAMS

Public welfare in the context of this document
is intended to encompass Federal, state and local
governmental programs which are designed,
within a framework of related governmental and
voluntary resources, to provide for individuals
and families an ultimate guarantee against pov-
erty and social deprivation and the assurance of

the recognized basic essentials of living. By
assuring basic social and economic protection to
individuals and families, public welfare serves
the interests of all people in the community and
gives practical expression to the democratic prin-
ciple that individual well-being is the source of
community strength.

Public welfare programs are solidly grounded
in provisions of basic law. Enactments by the
Congress, in exercise of its authority to legislate
for the general welfare, and comparable action by
state and local legislative bodies have created
programs of statutory right for the intended bene-
ficiaries. The courts have explicitly recognized
that public welfare programs are subject to con-
stitutional requirements of due process and
guarantees of equal protection of the laws.

Public welfare goals include the following:

" A comprehensive income maintenance pro-
gram with adequate national minimum stan-
dards should be available, on the sole basis
of need, to assure to all individuals and
families an income no lower at any given
time than an officially established poverty
level.

* Comprehensive social services should be
available to all who need them, including
services

-- to promote opportunities for attaining
self-support;

-to improve individual functioning, facili-
tate independent living, and strengthen
family life;

-to protect children and adults where
necessary.

* A program of payment for comprehensive
physical and mental health services, which
are essential for all persons, should be avail-
able for individuals whose resources are in-
sufficient.

* The administration of all programs should
afford opportunity for effective participation
by program beneficiaries, utilize methods
which are compatible with individual dignity
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and place emphasis on advocacy to assure
delivery of the full scope of program bene-
fits.

Accomplishment of these goals requires full pub-
lic support and a commitment of the necessary
resources.

Income Maintenance

Full employment at adequate wages should be
the goal for all persons able to work whose ser-
vices are not required at home. To the fullest ex-
tent possible, jobs should be available through
the private enterprise system and normal opera-
tions of government as it maintains public ser-
vices and facilities. There should be a full range
of manpower training resources to afford the
opportunity, as needed, to acquire necessary skills
for entry to employment and for upgrading job
skills. To the extent that employment is not avail-
able through these regular channels, despite con-
certed public and private efforts, useful work
opportunities should be provided by the govern-
ment to help employable persons further develop
and maintain their work habits and skills.

Social insurance should assure maintenance of
income when work is unavailable or no longer
appropriate because of factors such as age or dis-
ability. Social insurance programs should afford
adequate protection against all insurable risks to
family and individual economic security.

For all of those whose financial needs are not
adequately met by employment or social in-
surance, a comprehensive income maintenance
program with adequate national minimum stan-
dards should be available to assure, on the sole
basis of need, to all individuals and families an
income no lower at any given time than an offi-
cially established poverty level. Further provision
should be made to adjust the standards not only
because of a changing poverty level but also to
enable upward movement by families from this
tenuous line. The program should also include a
plan of income incentives to work, with reason-
able exemptions of earned income on a uniform
basis.

Income maintenance benefits should be pro-
vided in the form of cash payments, which the
beneficiaries may spend at their discretion, in the
same way that other citizens handle their income.

Eligibility for income maintenance should be
determined through a simplified method. The pri-
mary source of information should be a declara-
tion form filled out and attested to by the appli-
cant or beneficiary, subject to such verification as
is necessary to assure validity of the system. The
right of the indiidual for representation and to
dignified and objective treatment is of utmost
importance and every possible measure should
be taken to assure the protection of these rights.

_ Deten-nination of eligibility should be made
promptly.

Public Social Services

The goal of social services is to enhance or re-
store a person's ability to function effectively.
Public social services should be available as a
right to all who need them, with priority being
given to people in vulnerable or high risk groups.
Fees may be charged according to ability to pay.

Those social services which should be available
to all people needing them include, but are not
restricted to, the following:

I ) Coordinating or advocacy services which
include information, referral and follow-up
activities.

2) Preventive services, including counsel-
ing, which should be provided before problems
become acute or overwhelming.

3) Protective services for adults and chil-
dren exposed to abuse, neglect or exploitation.

4) Supportive and sustaining services to
strengthen family life.

5) Services to improve personal fun~tion-
ing, especially for the aged and handicapped.

6) Self-support services including training,
rehabilitation and employment services to
assist individuals to become self-sustaining.

7) Related child welfare services such as
day care, foster care and adoptions.

These basic or core services should be avail-
able on a comprehensive basis with close co-
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ordination assured between all related agencies,
both public and private, including health, educa-
tional, housing, recreational and other commun-
ity services.

The administration of social services should be
structurally separated from income maintenance
functions. The availability of social services and
the right to such services must be made known to
the public. All basic social services must be acces-
sible to those who may need and want them.

An important responsibility of public welfare
is identifying persons appropriate for work,
motivating them for training or employment and
continuing supportive services until these are no
longer needed. Hence, quality child care services
and facilities should be made available for all
such persons, in accordance with ability to pay.

Services should be community based, tailored
to local needs and should include community and
beneficiary participation in planning, monitoring
and evaluating. Each agency should be an ad-
vocate for those it serves. People from the local
neighborhood should be employed in the delivery
of services.

While specific service needs, in addition to the
core services, should be identified at a local level,
the state public welfare agency should be respon-
sible for setting standards, for planning and
evaluation of service delivery, for implementing
model service delivery systems, for experimenta-
tion and innovation and for assuring coordina-
tion of service programs. State agencies should be
held accountable for measuring the effectiveness
of social services and for recommending new ap-
proaches in the system.

Health and Medical Care

Access to comprehensive physical and menial
health services is essential for all persons. Public
welfare should assist in obtaining necessary care
and should have a program of payment for those
whose income and resources are insufficient.

Comprehensive health services should include
preventive, diagnostic, therapeutic and restora-
tive services. Basic health education should be
provided. The full range of family planning ser-
vices should be available to enable all bene-
ficiaries to obtain whatever service conforms to
their ethical preferences.

Special emphasis needs to be given to the health

needs of young children, including pre-natal and
per-natal care, immunizations, inoculations,
dental and vision care.

Public welfare should assure itself that the ser-
vices financed are of high quality and are ap-
propriately utilized. Quality and utilization con-
trol devices must be developed in collaboration
with the public health agencies and the health
professions.

Public welfare should play an active role in
comprehensive health planning to identify unmet
community needs and to foster an orderly and
economically sound network of facilities and ser-
vices; it should actively participate in efforts to
raise standards of medical care, and in innova-
tive ways to deliver services and to utilize para-
medical personnel.

Trained social service staff should render time-
ly assistance to families or individuals and their
physicians in selecting long-term care facilities
needed by aged or disabled people and in plan-
ning their future care as their health needs change.

Payment for health care services should be
reasonable and fair in relation to the care pro-
vided. Payment functions may be assigned to an
agency other than public welfare, and carefully
selected fiscal intermediaries may be used. Pay- ,

ments may be made in the form of health insur-
ance premiums on behalf of clients provided the
health insurance system gives assurance of high
quality care, appropriate utilization control.
reasonable costs and effective management.

ADMINISTRATION

Public welfare, as public business and a service
to people, must be administered efficiently and
with humanitarian convictions. Program benefits
and services must be effectively delivered to the
beneficiaries, and the public welfare agency must
be their representative and advocate.

Like all governmental functions in a democ-
racy, public welfare owes to the citizenry and its
elected representatives the fullest accounting of
its work, while protecting the privacy of in-
dividuals receiving service.

Accountability and efficiency are best assured
by having responsibilities well defined at each
level of government. The human problems of con-
cern to public welfare are also amenable to the
efforts of many agencies, private as well as gov-
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ernmental. Nevertheless, a single public welfare
agency stands at the center of a wide range of
endeavors and affords a locus for responsibility
and coordination. The administrator must inform.
coordinate, innovate. "and lead.

Public welfare funds should be expended only
by a public agency responsible directly to those
officials and representatives to whom the citizenry
has delegated governing powers. Specific services
may be purchased, however, from voluntary or
proprietary agencies, individuals, or other govern-
mental units by the public agency in behalf of
individuals for whom it is responsible. Such pur-
chase is recommended where the service can be
better supplied by a source other than the public
welfare agency.

There should be continuous planning and
evaluation of public welfare programs. Adminis-
tration must take advantage of the best in man-
agement techniques and tools, such as com-
puterization, cost benefit studies and the systems
approach through program planning and budget-
ing.

As a program for people. public welfare must
be administered to make effective use of them.
Personnel should possess the skills needed for
quality performance and should be selected and

advanced on the basis of merit. A full range of
training for individual development should be
provided. The potentials of paraprofessionals
should be fully realized and individuals of limited
education and work experience enabled to learn
and to contribute on the job to the best of their
ability. Meanwhile, the administrator must be
prepared to engage in labor negotiations as public
welfare employees, like other public workers,
organize themselves into unions.

Public welfare operations benefit from the pri-
vate citizen's involvement as advisor, volunteer
and informed link with the community. Public
welfare beneficiaries should have an effective
advisory role through mechanisms for inter-
change of information and points of view.

There should be a continuous research and
development effort seeking greater insight into
social problems as a basis for improving pro-
grams and agency performance. Included should
be special research and demonstration projects
directed toward the reduction of dependency and
the strengthening of family life, the development
of social indicators and other methods of measure-
ment of social progress. the search for new knowl-
edge of human needs and resources, atjd experi-
mentation in new ways of delivering services.

AMERICAN PUBLIC WELFARE ASSOCIATION

1313 EAST SIXTIETH STREET CHICAGO, ILLINOIS 60637
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The CTAIUTMAN. We now must be in a hurry to go over and vote. I
will return immediately. We now stand in recess until five minutes of
12, at which time I will call the committee back into session.

(Recess.)
The CITAIAIMAN. The committee will come to order, please.
Is Dr. Ernest F. Witte in the room? Dr. Witte?

STATEMENT OF REV. BERNARD J. COUGHLIN, CHAIRMAN, DIVI-
SION CABINET OF SOCIAL POLICY AND ACTION, NATIONAL ASSO-
CIATION OF SOCIAL WORKERS, INC., ACCOMPANIED BY GLEN
ALLISON, DIRECTOR, WASHINGTON OFFICE, NASW

Reverend COUOHLIN. Mr. Chairman, I am Father Coughlin.
Dr. Witte was not able to appear. He was to appear but he ended

up in a snowstorm in Kentucky.
The CHANMEAN. Would you care to present his statement on his

behalf?
Reverend COUGnLN. I am appearing, Mr. Chairman, on behalf of

the National Association of Social Workers, Inc. I am the Chairman
of the Division Cabinet of Professional Standards of that association
and al.o Dean of the School of Social Service at St. Ixiis University.
There will be with me Mr. Glen Allison who is Director of the Wash-
ington Office of the National Association. Mr. Chauncey A. Alexander
of the Association was also detained in New York and will not be
with us.

We are most pleased to have this opportunity to appear before the
committee on belalf of the National Association of Social Workers.
The committee has our full testimony and, in the interest of time I
will simply indicate some of the major points that are contained in
that testimony.

The National Association of Social Workers supports the amend-
inent to extend coverage to include disabled social security and rail-
road retirement beneficiaries.

The association also supports the increased benefits in Medicare and
Medicaid.

'We support the amendment to replace the assistance programs for
the aged, blind, and disabled as State-Federal programs by a single
Federal program.

The NASW has long held the position that the income maintenanced
aspect of these programs, together with the income maintenance as-
pect of the AFDC program, should be completely federally admin-
istered.

The association has long advocated a national comprehensive health
plan. The specific elimination through section 265 of required social
services and extended care facilities and the waiver of registered
nurses and skilled nurses in rural areas we consider a weakening of
standards and a hazard to patient care.

Title IV, the family programs, raises serious questions on the ad-
ministrative separation of families with employable and nonemploy-
able members. In addition, the provision of supportive services by the
Department of Labor be ins to move that department into areas
clearly related to the hea lth and welfare functions of the Department
of Health, Education, and Welfare.
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We suggest that the administrative problem that will be created- by
this certainly should be seriously considered by the committee.

The definitions of employability, especially those requiring mothers
with children over the age of 3 years to register and work, are ex-
tremely onerous and threaten both individual freedom of the parent
in-olvel and deterioration of the family life.

The benefit level of $2,400 for a family of four, and the lack of
requirement that States maintain supplementation of benefits, is, we
figure, very inadequate. As you know, Mr. Clairminm and members of
the committee, the poverty level, according to the 1970 census, was set
at $3,968 for a. family of four so the present provision is extremely
inadequate.

The cost-of-living increases are not included and the absolute ceil-
ing of $3,600 for large families reiterates much of the AFDC freeze.

We see, no reason wvhy that last member in a large family is aiiy
less deserving of funds under the income maintenance program than
the next to last member. At the same time, there is no guarantee for
suitability of employment and only three-fourths of tle minimum
wage is required in pri,'ate employment.

The changes from State to Ieileral administration in the adult and
family programs make no provision for the protection of rights and
benefits for the l)resent employees in these programs in the States and
developments in some States recently suggest that the number of such
employees might l)e large during this time of transition.

Title V in the initiation of the new social service programs takes a
rather narrow definition of services and in this time of transition,
when the numbers of those requiring such services are unknown, it
would seem to be unwise to use this oecasi.on to place t ceiling and to
close the end of Federal appropriations.

The National Association of Social Workers has called for a pro-
grain for siml)lified administration and H.R. 1 apparently compounds
administrative structure, l)rohibits the use of simplified declarations
for families, requires quarterly estimates and reports, and mandates
24-month redetermination for eligibility, all of which, in our opinion.,
adds to the administrative complexity, cost, and administrative con-
fusion.

As you can see, Mr. Chairman, from these comments the National
Association of Social Workers has gone on record as strongly sup-
porting the amendments to H.R. 1 that have been recommended by
Senator Ribicoff.

I would simply indicate a few other of these amendments that the
National Association of Social Workers supports:

The present legislation calls for the Department of Labor to pro-
vide 200,000 l)ublic jobs. We agree with Senator Ribicoff's amend-
ments that this is an inadequate number of jobs and support his
amendment that these jobs be increased at least to 300,000.

The present legislation calls for an appropriation of $700,000 for day care
services and we think that this is an inadequate level.

We oppose strongly the statement in the bill that States may retain residency
requirements. This, in our opinion, is an anachronism that should have been
eliminated from the welfare bills years ago.

We oppose, at the same time, that provision of the bill that states that eligibility
is to be based upon earnings in the prior quarter, and support the amendment
that eligibility be based on current need.
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The bill also provides, as you are aware, that only it the AFDC program that
only families with children be eligible. We figure if we really are talking about
reforms that now is the opportunity for the connittee to adopt tile aiendlment
of Including the single individual and couples without children in the eligibility
requirements.

Finally, Mr. Chairman. we oppose the closed appropriation for Federal
funds for social services as the bill provides for except, as you are aware, for day
care and family planning.

In summary. Mr. (hairman, there is imuch in I.R. 1 that contributes to welfare
reform but. at the same _tinme. there is much in the bill that will be. in our
opinion, counterproductive in achieving the reform that the administration
and this committee is Interested in.

WVe ask your committee to consider the iany areas of the bill and
amendments that have been suggested. and we thank you for the
opportunity to appear before this committee.

Senator ANDERSON. Senator Ribicoff has sonie questions the other
day and he raised some questions about research, and I have been
hol)ing that some answers will be given to hini oh that. Ie asked some
very intelligent questions and the information in the hearings already
published,- at page 195, I do wish that. you and others would suggest
to Senator Ribicoff what is wrong with his statement. I think his
statement is just fine. If somebody objects to it on this research ques-
tion we ought to have it stated. If you can ('heck through the hearing
that was detailed in the last. couple of days, it would -be worthwhile.

Senator RnucoFF. No questions, Mr. Chairman.
Senator BYRD. No questions.
Senator CuRTis. No questions.
Senator ANDERSON. Thank you very iuch for your appearance.
Reverei(d (ouo ILl. Thank you very much. Mr. Chair1an.
(The prepared statement of the National Association of Social

Wl workers, Inc., presented by Reverend Coughlin follows. Hearing con-
tinles o1 p. 1700.)
STATEMENT ON BEHALF OF TIE NATIONAl, ASSOCIATION OF SOCIAL WORKERS, I NC.,

PRESENTED BY REV. BERNARID .J. (OUGIILIN

SUMMARY OF NASW TESTIMONY ON 111-1

The National Association of Social Workers is opposed to HR-1 in its )resent
form on the grounds that it will not end the blatant inequities, injustices and in-
humanity which have been allowed to grow in the present system.

The following is a summary of our position and recommendations in regard to
specific provisions of the bill.

Title I of the Bill, the Old Age, Survivors and Disability Amendments, does
not allow for a substantial increase in benefits. We think both the benefits and
mininiuin should be raised substantially and we recommend an immediate 25
per cent benefit increase. Other proposed changes In Title I of R111-1 seem to
move toward greater equity in the )resent system and we support them.

Oritle II-The emphasis on comprehensive health is long overdue but tile cost-
sharing provisions are liable to work a hardship on the medically needy. Reduc-
tion In benefits for care and services, the limits on payment for skilled nursing
homes and extended care facilities and the elimination of a requirement that
States move toward comprehensive Medicaid programs are all steps backward.

The specific elimination, through Section 265, of required Social Services in
extended care facilities and the waiver of registered nurses and skilled nurses in
rural areas must be resisted as a serious weakening of standards and a hazard
to patient care.

Title III greatly improves the Income level for single aged, blind and disabled
persons and brings couples very near the poverty income, line. The administration
of these programs by the Social Security Administration must also be regarded
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as strengthening these programs and in general all of the adult features of
HR-1 are long overdue improvements.

Title 1V-the lainily programs, raises serious questions on the administrative
separation of families with eimployable and nont-eiployable members. In addition,
the provison of supportive services by the 1)epartment of Labor begins to move
that Department into areas clearly related to the health and welfare functions
of the Department of Health. Education and Welfare.

The definitions of eiployability, especially those requiring mothers with chil-
dren over the age of three years to register and work are onerous in the extreme
and threaten individual freedoms and family life more than the presumed "fain-
fly break-up incentives" for which the Welfare "Reforms" are initiated.

The benefit levels of $2,400 coupled with the cashing out of food stamps and
lack of requirement that States maintain supplementation of benefits all threaten
to expose 90 per cent of present recil)ients to decreased benefits. The income level
iII itself is inadequate and the bill neither defines adequacy nor sets a timetable
for its achieveintiit. Cost of living increases are not included and the absolute
ceiling of $3.600 for large families reinitiates many of the features of the "AFDC
freeze." The inclusion of the "working poor" i must lie regarded as a positive and
long overdue development but the conditions of the work requirements which
family program recipients- are subject to are extremely regressive. There is no
guarantee for suitability of employmeift. Only three-fourths of the minimum
wage is required in private emlloynment and the $800 penalty for non-compliance
with threat of possible outside payee all highlight the discriminatory attitudes to-
ward the poor.

Those provisions relating to clients' rights of appeals and the changed pro-
cedutes threaten to seriously undercut the hard-won rights of clients and client
groups.

The changes from State to federal administration in the adult and family
programs make no provision for the protection of rights and benefits for the
present employees of their programs and developments in some States recently
suggest that such employees might be armed during this time of transition.

Title V in the initiation of the new Social Service programs takes a narrow
definition of services and in this time of transition when the numbers of those re-
quiring such services is unknown it would seem extremely unwise to use this
occasion to place a ceiling and close end on appropriations. Further, the
maintenance of States' present proportion of the service dollar hurts progressive
programs, freezes developing programs and provides little inducement for those
areas which have been slow or reluctant to develop service programs. This coupled
with the ending of the requirement for state-wideness threatens the Social Serv-
ices structure of every state and the nation.

NASW has called for a program of simplified administration and HR-1 com-
pounds administrative structure, prohibits the use of simplified declarations for
families, requires quarterly estimates and mandates 24 month redetermination
for eligibility, all of which adds to administrative complexity, confusion and cost.

NASW joins with this Committee in its effort to adopt legislation which will
truly reform a system for the benefit of the people it is intended to serve.

NASW IIa1 TESTIMONY

Mr. Chairman and Members of the Committee, my name is Ernest Witte and
I am Chairman of the Division Cabinet of Social Policy and Action of the
National Association of Social Workers. I am also Dean of the School of Social
Professions at the University of Kentucky, Lexington. With me is Father Bernard
Coughlin, Chairman of the Division Cabinet of Professional Standards of NASW
and also a Dean, at the Yt. Louis University School of Social Service.

We thank you for this opportunity to appear today and to present the views
of tlw National Association of Social Workers to this distinguished committee.

As you know from previous appearances here, the NASW is the largest
organization of professional social workers in the world with 55,000 members in
172 chapters in every state in the United States and several countries abroad.
Our membership works in most of the major social programs in this country
and is vitally interested in the social security and welfare legislation before you.

Mr. Chairman, as you are well aware, we are nearing the end of what has been
an arduous and often frustrating effort to create new and hopefully more ade-
quate legislation to cope with income insufficiency in this society. The bill at
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hand, HR-I, has been through many changes and revisions since August, 1969,
when President Nixon announced that welfare reform was to be a top priority
of his Administration.

Unfortunately, the staggering volume of words that have since been printed
and uttered have not significantly contributed to a better public understanding
of the nature of the needs of the poor peol)Ie of this country. At least a dozen or
more new cliches such as "welfare mess," "workfare," "welfare myths" and
"working poor" have been added to the already large heritage of catch plhrases
we Americans have used through the-years to make political gain an(l voice moral
superiority over the lot of the poor.

HR-1 has not and, unhappily, will not put an end to the underlying causes of
dissatisfaction with the welfare system. In its present form HR-1 will not even
end the blatant inequities, injustices and inhumanity which have been allowed
to grow in the present system.

The National Association of Social Workers is opposed to HR-1 in the form
In which it l)assed the House and is being considered by this Committee today.
HR-1 especially discriminates against families with children, most headed by
women and a significant number of whom come from racial and ethnic minorities.
It purports to cut medical program costs by shifting them onto the poor or onto
the States only to erode the fiscal relief given under this bill. Some of these ef-
forts at economy in our view jeopardize standards of quality of care, particu-
larly in the area of services. The conditions and circumstances under which
people are required to work make it plain the outcome is to be subsidization of
employers and not a way to escape poverty for the poor and the children of the
poor. The fragmented, complicated multi-jurisdictional administration _of the
many programs of HR-1 will only cost more and more to achieve less and less.
We believe we have ample grounds on which to Ollpose this bill and yet we con.
tinue to hope and we will continue to work for constructive and positive changes
in it. The Association's position and the direction of the changes we favor will
be made clear in our assessment of some of the )roposed provisions of HR-1.

Title I of the Bill, the Old Age, Survivors and Disability Amendments, )rovide
a 5 per cent increase in benefits and raises the minimum l)ayment level from
$70.40 to $74.00. We think both the benefits and the minimum should be raised
substantially. We recommend an immediate 25 per cent benefit increase. Onr
reasoning is that now is the most auspicious time to achieve parity with living
costs and to move the average payment above the poverty line. This level can be
more nearly maintained because HR-1 at last gives beneficiaries an automati-
cally triggered increase if costs go appreciably up and Congress has not acted to
meet them. The present l)ayment levels are still reflecting the practices of the
past of "catching up" only after the retired and other beneficiaries have been
forced to stretch their usually fixed income by cutting back on food, health care
and community participation.

We believe action now to finally move OASDI beneficiaries ahead of living
costs in both sound and equitable. Such an increase with a corresponding rise in
the minimum l)ayment would mean we cali, for most beneficiaries, put an end
to the necessity to apply for an inadequate welfare check to supplement an Inade-
quate social security payment. We think one single, sufficient social security
amount is long overdue.

The other proposed changes in Title I of HR-1 seem to move toward greater
equity in the present system and we support them.

Our assessment of Title II, the Medicare, Medicaid and Maternal and Child
Health provisions, finds- much more fault. However, we do strongly support the
extension of Title XVIII protection to disability beneficiaries receiving social se-
curity cash payments. In our view there should be a single system, equitably
meeting all need and this clearly moves in this direction.

Mr. Chairman, as you know, there next follows a series of amendments to cut
the Federal participation costs in the Medicare and Medicaid programs. Some
of these cost shifts are thrown back onto the consumer as in the Medicare Part B
deductible (from $50 to $60) and the increase in the co-insurance commencing
at the 31st day (rather than 60th) at 1A per cent (now $7.50 a day). In Medicaid
the "cost-sharing" premium and the State "co-payment" requirement for medi-
cally indigent are further examples of the erecting of economic barriers to dis-
courage utilization. Our position is that these almost Invariably bring hardship
to the consumer group and in the long run (to not result in savings. Econoinic
barriers to utilization of health services may postpone treatment, but it is doubt-
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ful if treatment is avoided and when it is needed it is both more acute and more
costly.

Another kind of problem is encountered in the "spend-down" provisions of Sec-
tion 209 which tries to resolve the so-called "notch effect" of abrupt benefit loss
at a fixed income eligibility line, creating a presumed earning disincentive.

There are a number of ways to deal with this matter but the "spend-down"
is administratively complex and we believe is cost-benefit marginal. The under-
lying problem is more pervasive, reflecting the lack of uniformity in State pro-
grains and the absence of a national universal comprehensive health care system.
The position of our Association is support of such a system where economic cir-
cumstance is not a factor in provision of health care and where no "spend-down"
is necessary.

We recognize that there Is little hope in the immediate future of replacing the
fee-for-service mechanism and so we support moves to bring some uniformity and
equity in costs by providers. The various fee limitation provisions of HR-1 and
the inducements to pre-paid capitation plans (HMO) are positive steps when
they reduce costs and increase standards of care. There is a danger that HIMO's
will maintain the illness-oriented medical model of the present fee for service
system under a new corporate auspice and that the opportunity for breadth, qual-
ity and lower cost of care will be lost.

We are also concerned that in focusing on cost alone both quality and stand-
ards of care will be endangered. From the viewpoint of our Association, Sections
265 and 267 are examples of this possibility.

Section 265 of the HR-1 would prohibit the requirement of medical social
services in Extended Care Facilities as a condition of participationn in Medicare.

NASW shares the concern voiced by both this Committee last year in report-
ing HR-17550 and by the House Committee report of HR-1. Questions were
raised about the effect of shortages of professional social workers and the
impact of social work consultation in meeting the total range of needs of resi-
dents of Extended Care Facilities. We also feel that recognition of the existence
of problem areas and weaknesses should result in new and alternate ways of
providing this vital and needed service. We do not believe the House language
accomplishes the desired strengthening.

The House Committee report acknowledged the contribution of social work
services in promoting emotional and social adjustment of the patient and his
family, in aiding rehabilitation and contributing to effective discharge planning.
However, it also raised questions about the costs related to the benefits of these
services especially given prevailing professional social work shortages in some
areas. f

We are greatly encouraged by the language of the legislative recommendations
prepared by Senator Long and his staff for this Committee which would au-
thorize state agencies to provide specialized consultative services for Medicare
patients in E.C.F.'s, as a more realistic and comprehensive approach. We would
strongly urge, however, that the language of the bill be altered to specify that
social work consultation indeed be a legal requirement for participation in the
Medicare program. We wonder as to the alternative in cases where the state
would be unable to provide these services. The amendment specifies-"The
'State Agency would be authorized to limit the availability of these services,
consistent with its own assessment of available resources and needs."

We would seek safeguards through legislative requirements that state social
service departments would be able to provide the quality and quantity of social
services so direly needed in E.C.F.'s. We believe that, particularly in rural
areas greatly limited in both financial and manpower resources, it becomes
crucial that there be dual provision of these types of services. State provision
of services becomes a welcome alternative. By no means, however, should it be
construed as the solution to a critical problem.

As a professional organization we believe we must go beyond "stop-gap
measures" and be concerned that we not provide minimum, inadequate and
superficial services as a way of meeting a legal requirement. Our Association,
through local chapter leadership, has recognized and attempted to deal with the.
problems imposed on professional practice throlbgh shortage of manpower and
limited funding. The Social Worker-Consultant providing consultatlon has often
been forced through circumstances to modify his role and offer direct services to
individual patients. In such cases, the value of social work consultation, for
the ultimate benefit of all residents, is greatly diminished. Ths also results
in a fragmented delivery of service instead of a unified, comprehensive approach.

12-573 0- 72 - pt.4 - 6
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It Is obvious that both direct and indirect services are needed. The Consultant
- providing indirect services plays an instrumental role in introducing and de-

velol)ing those programs which would strengthen ties between the facility
and resources in the conununity. The Extended Care Facility must be seen
as part of a larger social community as its primary aim is the emotional and
physical restoration of the individual to a productive and meaningful life within
his (ommunity. Thus, the linkages estai)lislied between, the E.F.C and other
community resources is vital to the success of the rehabilitation program. Cer-
tainly, state consultative services could fill the need to provide assistance in
patient care policies, in-service training programs, utilization review and similar
committee services and training activities which should be considered administra-
tive units. However, even if consultation services were to be provided, there
would still be a need for the kind of direct services to individuals such as social
evaluations, casework or group work treatment sessions and work on Individual
discharge plans which we feel should be funded under the category of ancil-
lary service under arrangements parallel to physical and occupational thereapy.

Our Association recognizes our responsibility in the development and main-
tenance of standards for social work consultation. Individual chapters of NASW.
have taken responsibility for developing guidelines for social work consulta-
tion in E.C.F. Chapters have also participated in the )resentation of workshops
to train social workers as consultants to E.C.F.'s. The national office of NASW
is participating in a project to develop a curriculum for training social work
personnel in long-term health care facilities. We certainly feel that many of
the modalities for social work practice will be applicable within E.C.F.'s as
well.

The House Comnmitee's reference to certification of Acute Hospitals without
the requirements for medical social services and that it thus should not be
a requirement in a "lower level of care" such as E.C.F.'s. is negated as an argu-
ment in view of the following:

The Joint Commission on Accreditation of Hospitals in October 1970 adopted
standards which require an arrangement for provision of hospital social serv-
ices. Since certification of general hospitals requires accreditation by J.C.A.H..
present deficiencies can be met in this way.

The American Hospital Association and the Society for Hospital Social Work
Directors appointed a committee in 1969 whose work has culminatedd in the
publication of a manual dealing strictly with the social work programs in a
hospital setting and entitled "Essentials of Social Work Progrdms in Hos-
pitals."

We, therefore, have and do acknowledge the responsibility of our Association
in the development of uniform standards for social work consultation and in-
deed "peer review" in maintaining these standards.

In summary, we endorse Senator Long's amendment which would authorize
states to provide social service consultation to E.C.F. We welcome this as one
alternative to provision for these kinds of services. We add, however, that
nothing less than legal requirements and standards for all supportive services,
such as physical and occupational therapy and nursing, can serve to deter the
E.C.F.'s from developing into warehouses for the aged and infirm.

We have and will continue to strive to upgrade the quality of social work
consultation and services for the benefit of all residents of E.C.F.'s.

As a professional association we want to watch very closely the l)rovision in the
bill which directs the Secretary to move into the area of determining the
qualifications for certain health care personnel in lieu of, or other than, formal
education requirements and other standards of )rofessional certifying bodies. If
the intent is 'to expand the oI)portunity for and range of personnel who have been
excluded by reason of discriminatory institutional barriers ve will add our
weight to the ending of such practices. If there appears to be any danger of un-
dermining standards, particularly as a cost-saving device, we will strongly oppose
such moves.

We believe the provision of IIR-1, Section 230, which repeals the requirement
that States by 1975 have a comprehensive Medicaid program (Sect. 1903(e)),
is an acknowledgement that the State-initiated Federally-matched approach has
failed and will continue to fail to meet the medical needs of poor people. Our
fear is that unless HR-1 contains a "hold harmless" clause for States and begins
greater Federal assumption of costs and administration there will be further
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deterioration in State provision for medical needy. There has been advanced the
proposal of at Federal -catastrophic insurance" as one way of col)ing with tile
thimicial disiister tlht. il)redictably can befall anyone under the present, medical
system. This lh1s obvious political appear. It also is potentially very costly
while benefitting relatively few. This Is still another categorical plan which,
whatever its merits. will add to the ditli.ulties il bringiiig about aloml)rehensive,
universal national health care system. We (10 not favor the "catastrophic insur-
ance" al)l)roach.

Title III of 1IR-1 contains the most positive and accel)table features of the
bill. We support the full Fe(leral assumption of the Aged, Blind and Disabled
categories under the Social Security Administration and urge that full Federal
assumption of the aid to families with dependent. children categories also be
mandated in 11R-1.

The established income levels for Aged, Blind and Disabled single persons and
couples is very near the S.S.A. current poverty line and stands in marked con-
trast to the levels set in Title IV for families with children. (Aged couple $2,400
vs. family of four l)ersons-$2,400). What is clear from Title II is the simplicity,
acceptability and political viability that is possible in welfare and is achieved
in these adult programs.

What is blatantly obvious in Title IV is the coml)lexity of administration, the
meanness of spirit and the punitive political overtones of many of- its l)rovisions.

When President Nixon first announced his intention to embark ul)On welfare
reform he offered assurances that no) present recipient-vould receive less than
they were currently receiving. The bill before you makes State supplementation
optional and there is no certainty at all that recil)ients in many States will re-
ceive less. As a matter of record, since that time, 22 States have already cut
benefits. If States do make optional sul)lflementary payments they can again
require residency restrictions of up to one year and in the administration of the
sul)plement, the Federal Government is obliged to honor such restriction.

It is the position of our Association that States whose level of family bleneflts
on January 1971 excee(led the IIR-I levels should be required to su1llent such
levels vith Federal matching and that no recipient should be adversely affected
by welfare reform. We also believe that. residency requirements, already ruled
unconstitutional by the Sul)reme Court, be prohibited.

We are concerned that in IIR-I. a new principle of eligibility is introduced not
based on current need as under present law. This requires families to reckon
income expectation for the quarter of application amid to count-in earnings for
the Irevious three quarters. This "income averaging" will undou)tedly adversely
affect some families and, although currently in need. they vill be found ineligible.
They will have remourse either to local voluntary charity or Joining the general
assistance roles. These, incidentally, are all local funds and if enough instances
of this type of ineligibility develop then States and localities will be hard hit,
either adding to tax lods or eroding the fiscal relief afforded in HR-1.

NASV opposes this eligibility determination method and will only support a
bill which is based on verified current nee(d

This brings us to the payment levels for families established in Title IV at
$2,400 for a family of four. Additional memIbxrs are eligible for declining amounts
down to $200/year for the eighth limemlber and nothing for the ninth and suc-
ceeding members, the absolute limit being $3,600/year.

Our Association, at its 1969 I)elegate Assembly, adopted an Adequate Income
Maintenance Statement which set the minimum level of income for every Ameri-
(an family at the Social Security Administration established poverty line for that
family size, without uppor size limitation. We established, as a national goal to
be reached by 197(1, an adequate level of income for every family, with adequacy
being measuredI by the Bureau of Labor Statistics moderate living level. By these
measurements adopted by our membership, HR-1 fails. The levels do not even
achieve the poverty line and there is no requirement that they, will. There is
no definition of an adequate income although most Administration officials and
legislators acknowledge that the levels in HR-1 are inadequate. HR-1 makes all
rpeipient.s ineligible for supplementary food stamps. Even those able to add to
the family income by working will find the break-even level is lower than the
current poverty line. What becomes very clear is that HR-1 is not designed as a
program to overcome poverty and to move toward adequacy. These are goals
that must be part of any 1ill we can support.
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Since one of the primary objectives of HR-1, as stated by the Administration,
is to achieve fiscal relief for the States, it is surprising that eligibility does not
include single persons and childless couples. Our Association favors their inclu-
sion as a matter of equity and to achieve a unified systein. For the States and
localities general assistance is unlnatclled local 'money. This local money is sub-
ject to increases due to the residual persons found or made ineligible by IIR-1.
We trink single persons and childless coul)les who are not aged, blird or disabledd
ought to be added by this Committee as eligible under this bill.

Now we come to the work provisions in 1IR-1 and the difficultes we have with
them. When the Social Security Act was initially drawn it was r lain from the
language and legislative history that the welfare of children was the primary
concern and the goal was maintenance of family continuity, especially through
.the loss or absence of a parent, usually the father. This child focw,; has gradually
eroded under the pressure of increasingly greater numbers of female-headed
families usually occasioned by desertion, and has moved quickly in changing the
role of women and the acceptance of working mothers. Especially notable has been
the ineffective outcome of the l-gislative efforts to bring AFDC. .)arents, particu-
larly mothers, into the work force. HR-1, in Title IV, logt. the locus on children
and threatens family integrity and opportunity by focusing on cc'nformity to work
and on punishment for parental delinquency. Some of the lanj';uage of HR-1 In
regard to work Is already moot since HR-10604 has already ,been signed into law.
These "Talmadge" amendments at least provided some priority basis for referml
and some recognition that training should have a definite jol; at the end of the
process. What needs yet to be clarified is the wage to be paid, tile conditions of
work and the adequacy of child care arrangements.

The position of the-NASW is that no employment should be mandated tat less
than the minimum wage for work in the private sector since it seems accepted
in HR-1 that the Government itself has no obligation in public employment to
meet the minimum standard it sets.

The question of "suitability of employment" extends beyond conditions of
health and safety to the respect for the integrity of the individual. This is best
done by their participation in the process of planning for their o()m employment.

In the matter of adequacy for Child Care, there must be safeguards for the
health and safety of the child, and respect for their individual, racial and cul-
tural heritages. Parental support and participation is an integral part of child
care planning. This is a costly service and with poor controls can easily and
quickly degenerate into a custodial arrangement where neglect. and negative
experience are commonplace. The National Association of Social Workers does
not believe HR-1 contains sufficient funds, standards or safeguards for parents
and children in creating the kind of child care needed to back up the mandated
work requirements. Pagt experience suggests that a(lequately laid desirable jobs
draw more volunteers from the AFDC enrollment than there are jobs available.
especially now in the light of a 6 per cent iinemnployiment. We urge that all re-
quired registration and work requirements be dropped and then an effort be made
to provide -adequate day care and employment success for those who volunteer.

Related to our belief that welfare reform, especially of AFDC, must become
more child focused and sensitive to the parent-child relationship is our concern
that impatience and outrage at parental behavior may lead to costly and un-
reasonable legislative response.

The cost/benefit of pursuit of absent fathers has been of low yield and the
alternative of Jail is both costly and adds no positives to an already stigmatize(]
child from a poor family.

Automatic and harsh penalties for Infractions of welfare regulations, espe-
cially without adequate fair hearing procedures, only adds to the poverty and
alienation of the poor from mainstream institutions.

Efforts to require and administer and enforce alcoholic and drug addiction
rehabilitation programs within the context of welfare eligibility will prove to be
unworkable and, as proposed in HR-1, are certain to be challenged for constitu-
tionality. NASW values highly the civil and human rights of all, and especially
vulnerable groups such as found among recipients of welfare programs. HR-1,
in. our Judgment, constitutes a potential infringement on those rights, comes at
points close to unconstitutional control of peoples' lives and ought to be opposed
until sufficient protection of rights is provided.

The administration of Title IV of HR-1 is shared between the Department of
Labor for the Opportunities for Families Program, the Department of Health,
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Education and Welfare for the Family Assistance Plan recipients, the Rehabilita.
tion Service.q Administration for those deemed potentially employable following
rehabilitation, and in some areas at least there is possible State or County
involvement for supplementation. Some of these agencies will be dealing with a
clientele usually not served before, certainly In the number of persons anticil)ated.
The coor(lnation is unclear from the language of the bill. No agency has a clear
advocacy role to assure the recipient can negotiate this maze or avoid being lost
between referrals. From an a(hninistrator's viewpoint, this arrangement is hor.
rendous and from a consumer's standl)oint it appears formidably like a new wel-
fare mess in the making.

One of the criteria NASW has adopted to measure an improved welfare system
is that of administrative simplicity. HR-1 as presently written does not meet this
(riteria.

In the proposed Federal assumpiion of administration for what have been
heretofore state and local responsibilities in eligibility and income determina-
tion, our Association is determined that the rights and equities of these employees
be safeguarded during the transition. Also, employees and employee representa-
tives should be part of the planning )rocess and decisions about manpower alloca-
tions. The welfare system we create must be fair to both recipients and providers
alike and we Intend to support provisions that will make that possible.

Title V, Part B, deals with a reorganization of social services for two cate-
gorle.. Services are defined for families with (ei)endent children and in a subse-
quent section, other services are defined for the Aged, Blind and Disabled. For
all but twxv) of these services (Family Planning and Child Care), a ceiling is put
on appropriations for these services so they can no longer rise to meet need as
states develop ,ervice capabilities.

-This Imposition of a closed end comes at the least desirable time. HR-1 man.
dates the separation of income administration from the management and delivery
of service.$ As States are struggling to accomplish this and realign budgets and
reassign stiff they are faced by a funding ceiling of uncertain consequences.

HR-1 increases greatly the recipient population with the newly eligible "work-
Ing poor". HR-1 mandates provision of some services related to readiness for em-
Iloyability and service to drug addicts and alcoholics with little available data
to plan for the impact created on the service delivery system. Faced with this
dilemma, states may be sorely tempted to cut back. There is no maintenance of
effort language in 1R-1 to sustain the State service commitment.

Apart from Part B of Title V, there are service implications in Title III and
IV which are not adequately resolved by the specific services portion of HR-1.
There is ambiguity abut service responsibilities for some recipient categories.

The service provisions in HR-1 are categorical and piecemeal, rather than
comprehensive. They are both administratively disjunctive in some areas and
overlal)ping in others. There is a question of administrative and financial feasi-
bility. There is inadequate attention to both standards of services provided and
sufficiency of manpower for provision of services.

The National Association of Social Workers has, for over two years, been
active in studying and preparing for the time of separation of services from in-
come maintenance. We have anticipated this as a time of great opportunity to
finally use a range of service manpower to create a comprehensive delivery sys-
tem that would.complement the income administration. We have moved from a
set of principles for design of a system to a legislative draft that would make such
a system operational.

We seek to preserve the worth and expertness that exists in the present State
programs and to build on this base a more flexible and effective capacity to meet
today's service needs.

At the very minimum, HR-1 should retain the -open-end for service expendi-
tures and provide the mechanism for comprehensive service planning which in-
volves State consultation and input from providers and consumers. Our Asso-
ciation believes it has some viable alternatives to suggest.

In summary, Mr. Chairman, we have tried to highlight those points in HR-1
which we believe most seriously impair the capability of this legislation to
achieve what all have come to expect. a turn-around in the provision of welfare..
We support a separate income maintenance system with the greatest adminis.
trative simplicity which supplies an adequate amount to meet the single criteria
of need. This should be coupled with the most easily accessible, comprehensive,
universal, flexible social services system that is competently staffed, supplying
those quality services desired and valued by the community served.
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HR-1 has made it clear that a new comunitment is needed to resolve some of
our most pressing social l)roblens. This bill must he changed before that commit-
ment is satisfied and we Join you in that effort.

Thank you, Mr. Chairman, for your affording us this opportunity.

Senator AN-DE.RsoN-. Mr. Modlin?

STATEMENT OF E. C. MOD-LIN, PRESIDENT, NORTH CAROLINA SO-
CIAL SERVICES ASSOCIATION, ACCOMPANIED B<Y BEVERLY
HEITMAN, CHAIRMAN, H.R. 1 TASK FORCE OF NORTH CAROLINA

Mr. MOin. N. Mr. Chairman, I am C. E. Modlin, president of the
North Carolina Social Services Association. I imi accompanied by 1)r.
Beverly Heitmian. We are representing today 2,700 lineibers ()f the
North Carolina Social Services Association, the North Carolina Coun-
cil of the National Association of Social Workers.

We are, in daily contact with the citizens wio will be affected by
your decisions on welfare. 1We have made a ('arefiul stu(ly of the pro-
posal in H.R. 1. We have a position paper which specifies the features
of this legislation that. we believe should be preserved and features
which we believe should be Inodified.

Where. we advocate modifications we suggest alternative approaches.
We do not wish to highlight these suggestions since we have a pre-
pared statement which we would like to ask be niade a part of
the record today.

In view of the fact that our written statement called for some re-
thinking of basic questions this appears to be done here today, tlis
morning, and we would like to-ask permission from the Chair to make
some observations concerning our North Carolina pilot program ideas
which have been mentioned this morning, today.

Senator ANDERSONN. We will be glad to have your comments.
Mr. MODLIN. We would like, to have our statenient mlal pat of

the record and otir suggested modifications for welfare reforms (lone
by the association.

Senator AX.DE.TSON. That may be (lone.
Mi'. Mo)LI-. rI~k~ you.
I would like to 9,sb- Dr. Heitman if she would speak to the WIN

program which sh(. ,cs been supervising in )urhlm County for some
time.

irs. HEITM-S. I xould like to say, first, I find it. very exciting to
be here at a timt. when tle committee seems to be receptive to thinking
about some very bqsic i:3sl'es anld questions, and paiticularly the dis-
cussion that has gomye en earlier around pilot. programs and out of my
21, years of experience in working, really. in trying to assist mothers
who are receiving public assistance now to become eJn)loyed, I have
some ideas that I would like to express. -

The WIN programs, at least in the State of North Carolina, have
never been fully slotted, as we say. For examl)le. in Durham County
we have approximately 1,800 mothers who could be considered poten-
tial candidates'for this program, 150 slots, plenty of money, plenty of
staff, and yet we have never had an enrollent of 150.

I thinly that I would like to see the committee give consideration
to extending their interest in pilot programs to include thinking in
terms of pilot programs that have to do with employment as well as
the earlier reference having been to family assistance programs.
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There are a number of different employment programs already
underway, not only the WIN program, and I would hope that if the
committee moves in this direction that they would really want to take
a close look at how the plrograms that we have had in the area of
manpower have beei (loing about their particular program because
every program goes about it a little (differently, and I would certainly
feel'that this would be a worthwhile approach for the committee to
consider, to think in terms of both pilots on family assistance and em-
ployinent.

In closing, I would like to make what is a. personal observation,
namely, that I feel this is essential because it. seems absolutely clear
from where I sit every day from 8:15 to 5 clock, that you cannot talk
al)out welfare over here aWnd work over here, that these two problems
are very interrelate(l and that we really need to be looking at both, and
that many of the problems have to (lowith how we can develop mean-
ingful work and get this to all those who are able to work, and then
perhaps there is a. group of citizens for whom we really need to
think in terms of l)rovi(ling a family assistance plan.

I feel that. we are opertiug under an illusion when we assume that
every mother isile too- to work. But I think we need to offer those
who are able to work andl are wanting to work the opportunity so.

We thank you very much.
Senator A'NI)EIISO.-. Thank you.
Senator Curtis? r--- --
Senator (Tirrs. You were in charge of the WIN program, you say?
MNrs. H1TM-hI.\N. Yes, in Durham County, N.C.
Senator ('tu'iis. How many were enrolled, total, just an estimate?

It does not lhave to be an exact figure.
Mrs. Hnrr.nt.kx. Over a 2-year period, my estimate would be around225.
Senator CUiRTIS. Now, these were all (lrawn from AFDC rolls?
Mrs. HEIT.N,X. Yes, sir.
Senator CURTIS. How many AFI)C recipients are there?
Mrs. HEITMr,\AN. There are'approximately, 2,100 recipients, of whom

parient recipients of whom w'as estimated ihat around 1,800 are moth-
ers who are included in the money payment.

Senator CU'TIS. Now, of the 225 enrolled, how many completed
training?

Mrs. HE:rMAN. As of yesterday, we had 38 mothers who had grad-
nated from our l)articular program, meaning they were placed in em-
ployment and were employed 3 months later.

Senator CURIrs. IFlow long does the training last?
Mrs. HEPr.%r,A\. The training can last anywhere from-if a person

goes to training-I would say- from 1 year to possibly 2 or 3 years.
Senator CrmTr'is. What do you train them 3 years for? What kind

of jobs?
Mrs. HVrMtkN. The person-i will give you an illustration here:

In our community, the. labor market is open largely at this time to per-
sons who can work in health services careers. There are a lot of hos-
pitals and there is a lot of need for practical nurses. We may have a
mother come in to our program who has the potential for becoming a
practical nurse. She may not have a high school education but our work
with her can indicate she can get thls education. She would need to
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spend-maybe she would spend 6 or 8 months working on her equiva-
lency and then move on to this LPN training and from that into
enlloymIent; and the same thing could be true alout a person who had
potential to enter secretarial work.

Senator CURTIS. Well, now, that is not true of all your 225 trainees?
Mrs. HEIT31AN. No.
Senator CURTIS. What are some of the other kinds of jobs where

the training does not take more than a matter of months?
Mrs. HEITMAN. Well, the shortest training course would be a training

course as a nurses aide, which would be a 3-month training course, but
we don't need thosepeople in our community right now.

Senator CrmRis. There are no other kinds of jobs but hospitals?
Mrs. HITMArN. Hospitals and, business. There are some-there is

very little industry in our community and the nature of most of the
industry is that it does contract work and they will hire someone and as
soon as they fill this contract they are laid o;ff and wlat we get down
from "Wasl;in,,gton, in quotation marks, is that the purpose of our pro-
gram is to assist people in having full-time, employment and in having
employment which can he looked forward to as steady work, not,
,you know, you go to work now and you are laid off when the conti'aet
is over.

Senator CURTIs. Do you train anybody in the food services, restau-
rants?

Mrs. IIETMrN. We have not had any training in that area.
Senator CURTIS. Hotels ?
Mrs. HEIrrtM.x. We have had some people who have gone on jobs in

that area.
Senator CURTIS. You say you graduated 38. How big a staff do you

have?
Mrs. HEI'rr-N. Let's see. I have five workers and myself in the

social services part of the "WIN program.
Senator Ct'wris. In the total IVIN program?
Mrs. HEITMAN. I would guess--I would estimate 12.
Senator CURIwS. In the whole 'WIN program ? How many dropouts

have you had?
Mrs. HEITMAN. To date we have had 70 people whose enrollment has

been terminated before they reached the point of having a job, or who
got the job and did not work out for the 3 months.

You see, what we have got is there are many people. who are in our
present AFDC caseloads who either due to what I think of as a com-
bination of either personal failure and societal failures are really not
the best potential candidates for the labor market.

Senator CURTIS. What is the average age of those 225 that remained?
Mrs. HEITMAN. I could not give you an average age, but I would

estimate the average age of our enrollees is 20 years of age at the
moment.

Senator CURTIS. Would you say the 225 that enrolled were abovo
average among the 1,800 adult recipients that you had?

Mrs. HEITMAN. Yes; and I base that on this fact: that although the.
books-the program is now mandatory; it is being operated on a
voluntary basis; in other words, the figures that I have given you
show the results of work with people who came and said, "I want to
enroll in this program." You know, people that went out and the
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department said, "All right, now, you have got to enroll in the WIN
program."

Senator CuRTIs. That is all, Mr. Chairman.
Senator ANDE:RSON. Well, thank you both for being here and for

your contributions.
Mr. M1ODLIN. Thank you, Mr. Chairman.
(The prepared statement and attachments of Mr. Modlin follow.

Hearing continues on p. 1714.)

PREPARED STATEMENT OF E. C. MIODLIN, PRESIDENT OF TILE NORTH CAROLINA
SOCIAL SERVICES ASSOCIATION, WILSON, N.C.; ACCOMPANIED BY L)R. BEVERLY
HEITMAN, SUPERVISOR, WIN UNIT, DURHAM COUNTY, N.C.

The 2,700 members of the North Carolina Social Services Association and the
North Carolina Council of the National Association of Social Workers Chapters,
for whom I speak, are in daily contact with the citizens who will be affected by
your decisions on welfare reform. We have made a careful study of the proposals
In HR 1. Our position paper specifies the features of this legislation that we
believe should be preserved and features that we believe should be modified.
Where we advocate modifications, we suggest alternative approaches. We-will
not use this time to highlight our suggestions; you can study that later.

We know that your most difficult task is to find a better way to meet the needs
of the millions of families with dependent children who exist on a meager welfare
check instead of living on money earned by heads of these families. In HR 1,
full-time work requirements are proposed. We know that only a small percentage
(15-30%) of those now receiving assistance presently possess the potential for
entering the labor market, and we also know that most of this group do not
possess job skills. E4imates suggest that 2.6 million persons are involved, but
financing is available for only 799,000. This plan Is proposed at a time when jobs
and day care are in short supply. What indications do we have that job training.
meaningful jobs paying a decent wage, quality day care and other essential
supportive services can be made available? A family of four exempt from the
work requirement would receive the same cas~lh lyinent as aged, blind and
disabled couples. We know you are concerned about this, too.

While the burden of beginning to make some sense out of it ,all rests with you,
we are the ones who will be called upon to implement your decisions. We hope
that you will see it as part of your responsibility to take some time to sit back
from the complex maze of details an(l policy formation to ponder a few critically
important questions.

As a nation, we say that we are committed to the national goal of enabling all
individuals to achieve their maximum potential. Is this our goal and if so, are
we ready to give up owr illusions and reorder our priorities? We believe that i
you. as a committee, will have the courage to deal with these questions before
you design the policies and programs, that you then would have done this nation
a service never realy done before and that the resulting welfare reform bill of
1972 will mark the beginning of a new era. By providing opportunities for train-
ing and work for those who can use these, a reasonable Income for needy families
who are not able to work. and the necessary health, education, and social services
for the most disadvantaged segment of our population, you can be opening the door
to more effectively meeting the human needs of tlose who are not financially
dependent but who do need human service resources to meet their maximum
potential.

We believe that our proposals contain some ideas that you will find useful in
your task of beginning the process to assure full participation in the society
for all citizens.

Thank you very much.

SUMMARY OF SUGGESTED MODIFICATIONSS IN SOCIAL SECURITY AMENDMENTS OF
1971 (HR 1) As ADVOCATED BY NORTH CAROLINA COUNCIL OF NATIONAL ASSocIA-
TION OF SOCIAL WORKERS CHAPTERS AND NORTH CAROLINA SOCIAL SERVICE=
ASSOCIATION

This study supports certain features of the welfare reform bill and presents
some forty (40) possible modifications or new features that might strengthen
the legislation.
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The thrust of changes proposed In Title 1I Is towards further Increasing the

availability of comprehensive health services.
The suggestions about Titlc II primarily involve revision of a few policles

a n( procedures.
Major changes appear most needled in Title I °. This study favors public

policy which recognizes that the need for income and the need for work are
two separate needs-thus, two separate programs are suggested-a) an adequate
Income maintenance program for needy families whose lieds tire unemployable
for a wider range of reasons than those specifl d in this bill, and b) a strong
work and training program for all who are motivated and have the potenital for
eml)loynlent.

A few of the modifications or new features proposed in this section are,

Family 4ssistanoc Plan
(a) An income floor in which needs of .-ll family members are more

adequately met.
(b) Alternative methods of financing.
(c) A cost of living escalation clause.
(d) A plan for strengthening enforcement of child support.

Opportunities for Fam ilics Program.
(a) New priorities concerning those to be served.
(b) Provision of both )art-time and full-time eml)loyment.
(c) Requiring listing of job openings and qualifications by all business,

industries, educational and public service agencies utilizing federal funds.
(d) Incentives for private employers.
(e) Development of a structure for coml)rehensive manpower planning

at state or regional levels.
(f) Establishment of a new division within II.E.W. to administer all Day

Care Services and leaving the reslM)nsil)ility for day care planning for
O.F.P. participants with II.E.W while mandating that a variety of experi-
mental studies be conducted to determinee the most effective means for
providing quality day care services for this group

The array of social services l)roposed in Title(' (oul provide a base for
development of comprehensive programs: however, nation wide uniformity in
expecting states to provide all services and olwn-en(led funding seems needed.

Clarification of congressional intent concerning linkages between the various
administrative agencies an( minimization of duplication of services is sug-
gested. Legislative specification regard ng vimployment rights of those whose
Jobs would be abolished ?r transferred to a different administering agency is
advocated.

SoCIA 4 SECURITY A.N1E.Ni.)MENrs oi,' 1971 (H.R. 1)

A POSITION PAPER PREPARED BY NORTH CAROLINA COUNCIL OF NATIONAL ASSOCIATION
OF SOCIAL WORKERS CHAPTERS ANI) NORTH CAROLINA SOCIAL SERVICES ASSOCIATION

Introduction
The realization of the national goal of providing all citizens with the op-

portunity for maximumi development and full participation within the society
requires many changes within practically all of the sytsems for serving human
need.

Many demands are placed upon the welfare system, because other essential
systems are not operating effectively. The education system Is failing to prepare
large numbers of people for satisfying eml)loyment. The health system, In its
emphasis upon treatment of illness, has not fully incorporated preventive and
therapeutic services. The Gross National Product rises, but unemployment and
underemployment continue to afflict the society. In adequacies within these vari-
ous systems assail the family structure and undercut the building and mainte-
nance of a stable and vital society. ThIey also result in imkordinate demand.s
being placed upon the welfare system.

The present welfare system is inade(uate to meet these demands; reform is
needed. Changes in all of the social systems will be necessary if this nation
is to move nearer to the realization of the previously described national goal.
Thus, welfare reform is inextricably inter-related with reforms In other systems.
While there will always be a group of citizens who need to use the welfare
system, through comprehensive planning, the size of this group) may be reduced.
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We propose that current welfare reform activity be directed toward providing
the following nimum services:

1. A work opportunities prograrh for those persons who are able and motivated
to work. Training and other supportive services to prepare for an adequately
paid, satisfying job in a career line offering opportunities for advancement.
Unparalleled development of new jot) opportunities is an urgent necessity.

2. An Income maintenance program for those who are not employable for
whatever reason, offering an adequate income under national standards and
federally financed.
3. A social services program with protective, adjustive, and enhancement

services available to all who seek it. It is important that national standards be
developed which would maintain both the quality of the services and their
accessability. It is equally important that local needs and variations be rec-
ognized; and, for this reason, the program should include provisions for local
planningg to determine the local structure and mix of services and to provide

a feedback mechanism for national planning.
Our study of H.R. 1 resulted in the delineation of certain aspects of this

legislation that we believe should be preserved. When other aspects in which
modification seems derisable were identified, alternative l)roposals were devel-
oped. Specific suggestions concerning the welfare programs follow:

TITLE I-MEI)ICARE AND MEDICAID

Health care must flow from a system which integrates health maintenance,
acute care, rehabilitation and/or chronic or long-terin care. Changes in the cur-
rent pattern of providing health services sloul(1 be in the direction of a system
of compl)rehensive care available to all citizens. As the system covers all citizens,
so should the financing be drawn from the entire population.

Fractionated or episodic service in the treatment of diseasee does not produce
good health. There are no short cuts or easy ways. This country'ss exl)erience
with Medicaid (Title XIX) illustrates what haplxns when isolated changes
are nade.

The quality of services should also be insured. There is a history of legislation
in this country that has established standards of care which people have comne to
expect. Continued progress in this area must be sustained.

WE SUPPORT

1. Extension of coverage and services which move In the direction of compre-
lhensive care-especially incentives for States to emphasize coin)rehensive
care. payments to health maintenance organizations, and the inclusion of in-
termnediate care facilities.

2. Further study of methods of financing and their connections to various health
care delivery systems, especially prospective versus retrospective financing and
comprehensive versus episodic systems.

WE SUGGEST MODIFICATION

1. Reduction of number of days of covering and deletion of services such as
dental care and elective surgical procedures.

Altcrnatir.-Link coverage to utilization review with duration of coverage
determined by medical necessity, rather than an artificially derived number of
days.

2. Cost sharing by patients. Since eligibility for Medicaid is based on being
medically indigent, the patient would seldoin have money for fees.

Altrrnativc. I)elete this cost sharing.
:. Reduction of cOnl)relhetisive ctre or coverage--esl)ecially elimination of

requirement that States nove to comprehensive care. This delivery system
promises progressive change. Coverage under the existing legislation is far
from adequate.

AlternatIrc.-Preserve the existing standards; advance the compliance date
from 1977 to 1975. thereby requiring additional service more Immediately.

4. Standards--especially those reversing previously hard won advances such
as .(a) mandatory medical social services, and (b) use of registered nurses in
skilled nursing homes located In rural areas.

The absence of social services which provide a link to family and further com-
munity relationships has been a major weaknesS in most nursing home programs.



1706-

To permit skilled nursing hones to be without registered nurses would be to
discriminate against patients who happened to live in rural areas.

Altcrnativc.- (a) Require provision of social services by legislative mandate,
rather than through administrative ruling. (b) Require use of registered nurses
in all skilled nursing lomes.

TITLE 111-ASSISTANCE FOR TIlE AGED, BLINI) AND DISABLED

The vplue of an individual is based upon more than his ability to contributee
to the economy; the aged, blind, and disabled need the same opportunity to pur-
sue the good life as any other person. This means that. the income provided for
this group must be adequate for suplprt at or above the subsistence level. Also, it
must be recognized that many needy aged, blind, and disabled persons have sie-
cial needs that require additional expenditures.

WE SUPPORT

1. Federalization with administration by Social Security Administration.
2. Amount of assistance l)aynuents and provisions for increases.
3. Trial work period of up to nine months for recipients of AD.
4. Phasing out of Food Stumps and Surplus Commuodities Programs-prorided

cash equivalent to food stamp bonus is included in assistance payments.
5. Allowances for earnings and deductions.

WE SUGGEST 'MODIFICATION

1. Advance for Emergency Assistance to new applicants.
Altcrnativc.-Provide emergency assistance via outright payment with H.E.W.

administering this program, preferably with a worker based in the Social Security
Office.

2. Quarterly reporting.
Alternative.-Require semi-annual or annual reporting via use of l)resent as-

sistance simplified method ; i.e., report form mailed to recipient In advance with
follow-up (telephone, letter, or home visit, if needed) and advance notice of date
and reason of termination is to be effective if no report is filed.

3. Supplementation by states. -
Alternativc.-Develop incentives to states for providing supplementation and

delete residency requirements.
4. Linking use of treatment to eligibility for drug and alcohol abusers.
While treatment is sorely needed by these persons., there is reason to question

what would be gained by requiring that they a'cel)t treatment as a condition of
eligibility.

Alternativ.-Provide skilled counseling services to encourage use of treatment
facilities but abolish linkage of use of treatment services to eligibility-for income
maintenance. -

WE SUGGEST AN ADDITIONAL PROVISION

States now using property liens could continue to require these as a condition
of eligibility for state 'supplements. These liens are often demeaning for recipients
and provide minimal revenue. We favor requiring states to dis'continue use of
property liens.

.TITLE IV--OPPORTUNITIES FOR FAMILIES PROGRAM

The key to constructive welfare reform may Well be the )rovision of work and
training. Appropriate employment for all who are able to work both provides an
income and enhances the individual's sense of self worth. Employment planning
for low income families must bw done within the context of our larger efforts to
resolve the critical economic and emnlloyment problems that now engulf this
nation.

Unfortunately, far too few of the participants in the existing manpower pro-
grams have succeeded in obtaining and sustaining employment. For extlmple, as
of June 30, 1971, the WIN Program had terminated 34.890 enrollees following
three months of job placement, while 169,874 other.-vho did not achieve this goal
were terminated. Reasons for failures are complex; a variety of program prob-
lems and personal problems of participants are involved.
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thereforee, one question whether It is realistic to rapidly adopt a mandatory
work placement program patterned after this particular model. Also, when our
present unemployment rate is high, it is valid to make the assumption that our
labor market can absorb an additional three million workers, the majority of
whom do not possess job skills?

Extensive development of new employment opportunities appears -to be the cen-
tral need, Imaginative and aggressive development of Work opportunities in both
the public and private sectors should both precede and accompany requiring work
registration of the needy unemployed. To ignore this reality will be to provide
low income families with yet another reason for becoming disenchanted with
their government.

WE SUPPORT

1. Federalization.
2. Establishment of a special division within the Department of Labor, headed

by an Assistant Secretary to operate O.F.P.
3. Development of extensive and strong public service employment pro-

grams that are planned at state, regional, or local levels and remain federally
financed.

4. Use of a broad array of manpower programs operated by both public and
private non-profit organizations.

5. Provision of training for all persons who demonstrate the motivation and
potential for utilizing this service.

WE SUGGEST MODIFICATION

1. Mandatory registration and exclusions--especially those relating to Inca-
pacity and advanced age.

Are persons who express little or no interest in work and/or have (a) no job
skills, (b) limited literacy, (c) limited learning potential, (d) troubled or chao-
tic family life, or (e) give little evidence of posse-ssing the personal behavior
needed to sustain employment to be considered incapacitated? What evalua-
tions will be needed to establish that a person is unemployable? What factors
must be taken into attcount in establishing advanced age?

One or several of these conditions exist for large numbers of our present wel-
fare recipients. These realities create serious questions concerning feasibility
of mandatory registration.

Alternativc.-Iecognize that mandatory work is not a panacea for changing
long-established attitudes and behavior among some of the present AFDC re-
cipients. It may be more feasible--and le.s' costly-to maintain those heads
of households in the present AFDC case loads who do not wish to volunteer by
use of F.A.P.

Present AFI)C1 recipients who wish to volunteer for O.F.P., children in these
families, and new applicants appear to be the groups whom we can most real-
istically hope to serve.

Therefore, we suggest modification of the proposed mandatory registration as
follows:

(a) Allow all heads of households receiving AFDC when the new legisla-
tion becomes effective to choose their option.

(b) Concentrate on work and training for children in F.A.P. families as
they become ready for employment and those new applicants who are able
to work; if a mandatory participation feature must be used. it is more
likely to be effective for these groups.

Charge the Secretary of LI.E.W. with the responsibility for monitoring ema-
ployability asessinent service to all new applicants to insure that this is done
promptly-before the first quarterly F.A.P. eligibility review is due. Employ-
ability assessment for child recipients also be monitored to insure prompt service

2. Priorities.
Alternatives.-Suggested l)riorities:

(a) Unemployed fathers and mothers, including those with children un-
der three years of age who have child care.

(b) Sixteen and seventeen-year-old child recipients who are not attend-
ing school. ft

(c) Child recipients graduating from high school.
(d) Recipients who are employed part-time but would be available for

full-time employment.
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(e) Recipients who are employed full-time but earning les than the
minimmn wage.

3. Training supplements.
Alternatirc.-Increase amount so that it provides for transportation costs and

individual expenses plus a small bonus-$50--$75 monthly seems realistic,
4. Fair hearings.
Altcrn.ativc-Provide that participants may be represented by a legal aid

assistant or atn attorney. Develop standards for selection of hearings officers.
5. Wage rates.
Altcrnative.-Require that all employment in both the public and private

sectors pay wages at or above the federal minimum.
6. Child Care. See page 11 in Child Car Services section.

WE SUGGEST ADDITION PROVISIONS

1. Specifly that both full-time and part-timne employment tire to he availalble.
The latter employment may be more appropriate, and more economical in terms
of child care costs, for many large families headed by a single parent.

2. Require all businesses, industries, educational, and public service agencies
utilizing federal funds to list job openings and job qualifications with time public
manl)ower agency. Provide that this agency will make these listings available to
O.F.P.

3. Incentives for private employers:
(a) Tax credit for each O.F.P. participlant who remains an eml)loyee for

more than one year.
'b) Tax credit for paying an O.F.P. participant while he is receiving

additional training which results in greater job security.
(c) Assure private employers that ().F.P. personnel will collaborate in

)roviding eml)loyment adjustment counseling anld follow-up for all O.F.P.
l)articipants whom they hire.

4. Development of a nationwide job hank, to which O.F.P. agencies would
have access. by the l)ublic manpower agency.

5. Provide for "phasing in" the program in each geographic area. A plan for
transferring "slot" allocations between localities and provisions for securing
immediate additional funding wlnever it can be demonstrated that a) persons
are waiting employment, and b) additional vork opportunities could be
developed.

COMMENTS

Work and training programs for low income families must be all integral
Ipart, of conll)reli(nsive 11liil)OWe[" panning. Programning and funding based on
a model in which elalnning emnates at state. regional, 'or local levels is l)erhal
a more urgent necessity in meeting manpower ieeds than in meeting other hunan
nee(ls to which this legislation is addressed. The Cooperative Area Manpower
Planning System (CAMPS) may well be an existing system into which a work
program for the poor should be linked if we are to move toward coml)rehensive
manpower planning capability.

TITLE IV-FAMILY ASSISTANCE PLAN

The necessity for providing income maintenance for families in which parents
are not able to work or do not have income sufficient to meet minimal family
needs is clear. In order that families have optimal opportunity to remain intact
and children have healthy develol)ment, payments inust be sufficient to maintain
an adequate standard of living.

WE SUPPORT

1. Federation with administration by II.E.W.
2. Nationwide uniformity in basic income floor.
3. Nationwide uniformity in eligibility of families including an unemployed

father.
4. Administration by H.E.W. with separation of F.A.P. eligibility determina-

tion and review functions, from social services delivery functions.
5. Phasing out of Food Stamp and Surplus Commodity Pregramns provided

cashdi payments Include the amount of Food Stamp bonuses.
6. Application through personal interview.
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7. Income exclusion and disregards to be used uniformly at application and
in quarterly reviews.

These provisions promise to correct existing inequities by providing for actual
child care expenses as a first exclusion and a fiat sum disregard.

8. Child care expenses and training sutpplements (in the same amount as pro-
vided for O.F.P. participants) to recipients referred for Vocational Rehabilita-
tion service.

WE SUGGEST MODIFICATION

1. Use of income received during previous quarters in determining eligibility
and amount of benefits.

In all likelihood, this income would have already been spent and would not
be available for meeting current need. A possible result of using the proposed
method could well be a tremendous increase in the need for emergency assistance.

AIternativs.- (a) Continue use of proposed )lan a d develop ail accompany-
ing l)rovision for federal participation in the costs of emergency assistance
grants, (b) use current need with assessment of presently available resources;
i.e., currently available income, savings above a specified amount, cash value of
life insurance policies above a specified amount, and cash value of specified
real or personal property that could be converted into cash without depriving
the family of its basic needs for food, shelter, clothing, and expenses related
to school attendance for children in determining eligibility.

2. Limiting benefits to needs of eight family members.
Altcrnzativcs.-Adjust benefit scale so that needs of all eligible family mem-

bers are ineluded.
3. Heads of households to receive coverage.
The definitions of those to he covered seem to reflect these underlying assump-

tions: (a) only very young children need a full-time mnother,-(b) work or train-
ing is a feasible l)lan for all other mothers and all fathers who are in good
health, and (tc) sufficient resources in jobs, training and child care to enable
most potential F.A.P. apl)licants exist or can be developed in the immediate
future. Experience suggests that these assumptions are all open to question.

Alternative.-View F.A.P. as a basic income floor from which those who have
the motivation and potential can move ahead. Allow for its use by those lwho after
demonstrated effort cannot locate employment or child care, those wiho cannot,
with lelp, develop the life-style required by the world of work, and those female
heads of households who can establish valid reasons for being needed in the
home.

Develop definitions for those heads of households to be covered that more
realistically reflect life as it is. See Section on O.F.P. pages 4 and 5, items 1
and 2 for suggestions.

4. Advance for Emergency Assistance to new applicants.
Altcrt(itiv.-When a financial crisis exists at time of application, provide

outright payment of emergency assistance until fi-rst F.A.P. l)ayment is received.
5. Proposed amounts of payments. Proposed payment levels are below those

existing in twenty-eight states. Regional differences in cost-of-living-especially
rents--are a reality. A l)lan for taking these differences into account is needed.

Alterniativcs.-(a) Raise the federal floor to take these differences into
account; a regional payment scale might be developed; or (b) provide federal
incentives to aid states in providing supplementary payments by use of federal
matching or revenue sharing.

6. Residency requirements for supplementary payments.
Alternative.-Eliminate these requirements.
7. Termination of benefits.
Alternatives.&-(a) Give applicant or recipient advance written notice of pro-

posed action, reason and opportunity for fair hearing in all instances where
termination is pending for any reason. If request for hearing is made, continue
benefits until hearing has been held. (b) Termination for failure to file quarterly
reports should be continued. Requests for reports could be issued thirty days
In advance of due date and a second notice sent fifteen days in advance. (c)
Eliminate financial penalties for fair, re to submit other data required; treat
this failure the same as failure to file a quarterlyy report.

8. Biennial re-application.
A lternative.-Eliminate re-application. The exl)ectation that recipient report

changes, the proposed validation and review procedures, and penalties for fraud
promise to be effective deterrents to tbose who might abuse the program.
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9. Fair hearings.
Alternative.-(a) Provide inclusion of representation by an attorney or

legal aid assistant without its being necessary that the "advocate" be subject
to a "character test". (b) Develop standards for selection of hearings examiners.

10. Quarterly reporting.
Altcrnativcs.-Use the simplified method; i.e., a written declaration. Supple-

ment with interviewing where need is indicated.
1. Absolute exclusion of college students.
Altcrnativcs.-E nable those heads of households receiving AFDC who are

attending college and are in good academic standing when the ne " legislation
becomes effective to complete the degree program in which they are enrolled at
that time.

This could be done through a) allowing this small group to be eligible for F.A.P.
with the following stil)ulations attached: namely, that they submit transcripts
at the end of each academic term and that the transcripts reflect satisfactory
academic work, as defined in the college attended, as an eligibility requirement,
and b) creation of special federal fund upon which they could draw a loan for
tuition and fees or (c) develop a special federal fund upon which this group
could draw for a loan to cover living expenses. tuition and fees. This program
could be modeled after the deferred tuition plan now in use in some colleges
and universities. It could serve as a pilot project for testing the, feasibility of
developing in the future a nationwide plan for assisting all persons with the
potential and motivation for attending college who cannot do so due to finan-
cial reasons.

2. Obligations of parents. Every effort should be made to secure support from
absent parents--mothers who leave children in the care of relatives as well as
fathers should be expected to assume responsibilities. While the proposed pro-
vision to hold a parent liable for all F.A.P. paymentss is designed to tighten
support requirements, we understand that this idea, already incorporated in
the Uniform Reciprocal Enforcement Act, has proven virtually unenforceable.
Few of the parents involved have sufficient income to meet this liability and
support themselves; therefore, it is unlikely that its enforcement would pro-
duce continuing support. Also, unless knowledge of this liability was available
to each parent at the time of the desertion, it is unlikely that the requirement
would serve as an inducement to arrange appropriate payments.

Alternativcs.-Legislation that would extend and strengthen the existing
laws-Uniform Reci-procal Support Act and Title 45, Chapter II, Section 220.48
Code of Federal Regulations-and improved administration is more likely to be
effective. We suggest the following changes:

(a) Extend the information to be made available through Internal Rev-
enue Service and Social Security Searches to include names of dependents
and income of the absent parents for F.A.P. recipients.

(b) Require each state to have a Central Locator Service and charge it
to use All available resources to locate absent parents.

(o) Provide incentives for aggressively seeking support to states by
devising a plan whereby the state or local government would receive fed-
eral reimbursement for a percentage of support payments that It was instru-
mental in securing. It might be stipulated that the funds would be used in
financing emergency assistance.

(d) Enact legislation that would make wage attachments mandatory If
tb,-re is a delinquency of one month or more in support )ayments. Wages
would be attached only after effort in eneornaging the parent to catch up
the back payments have failed, thus affording the absent parent due process.

In addition, a system of penalties should be set up strongly discouraging an
employer from firing an employee whose wages are attached. Plans in use In
Delaware and Pennsylvania )rovide models for designing this legislation.

In administering the H.E.W. efforts to obtain support, we favor:
(a) The designation of special workers within the income maintenance

unit to carry this responsibility.
(b) Continuation and more widespread use of the present plan whereby

support payments are put into the AFDC Fund. This enables the family to
have essential income during periods when an absent parent may be delin-
quent.

13. Linkage of use of treatment to eligibility for drug and alcohol abusers.
The success rate for treatment of chronic drug and alcohol abusers leaves much
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to be desired. Every skill available should be used to assist parents in obtaining
treatment, for their problems could well affect their functioning in the parental
role. All parents should clearly understand that if child abuse or neglect occurs,
legal action and out-of-the-home care for children may lie necessary.

Alternative.-Offer skilled counseling to encourage use of treatment as soon as
a potential problem becomes known; initiate court action where evidence of
child abuse or neglect exists, but abolish linkage of use of treatment to eligibility
services.

WE SUGGEST AN ADDITIONAL PROVISION

1. Cost of living escalation clause.

COMM ENTS

A comprehensive income maintenance program would include coverage for
single persons and childless couples. Inclusion of these persons immediately may
not be feasible; however, requiring a study of the extent of need for coverage for
these persons seems indicated.

TITLE IV-CHILD CARE SERVICES

The long range child care services objective should be the provision of quality
care for all children. Day care is an absolute necessity for working mothers; it
is also a means for enhancing the development of many young children whose
mothers are homemakers. Our immediate goal should be development of suffi-
cient and varied services to insure that no mother would be prevented from
working solely because of a lack of day care-especially those who are poor.

WE SUPPORT

1. Emphasis on standard setting. Quality day care in which educational,
health, nutritional, and other services are included should be required.

2. Provisions for contracting with private agencies as well as development of
more public facilities.

3. Availability of low interest loans for construction of new facilities. Loans
should be available to Individuals who wish to establish small group and day
care homes as well as those establishing day care centers. Improvement in
physical facilities, purchase of play equipment and educational materials often
require initial investments beyond the financial means of some potential day
care home operators. This inclusion could be a means of expanding the number
of day care homes.

Federal participation in financing adoption and foster care services.

WE SUGGEST MODIFICATION

1. Administration. The proposed legislation clearly places responsibility for
resource development, planning, and standard setting within H.E.W. In view of
the likelihood of continued expansion of child care services and the need for
more uniformity In the quality of care, an administrative plan that could more
effectively unify the present fragmentation and diversity in quality of care is
urgently needed.

Alternative.-Development of a hew Division of Child Care Services within
H.E.W.-to be headed by an Assistant Secretary. This division would carry
responsibilities for planning, coordination and standard setting.

State and/or regional and local planning boards for the purpose of determining
the local structure and mix of child care services needed and providing a feed-
back mechanism for national planning should also be established.

Department of Labor responsibility for child ce.re services to O.F.P. partici-
pants.- Charging D.O.L. with child care service responsibility asks that this
agency enter into a new area of service delivery Unless there is a mass transfer
of H.E.W. personnel into D.O.L. to administer and deliver these services, the
result could well be chaotic. Special knowledge is required to wisely purchase
care from day care centers and day care home. Child care offered in private
homes by relatives and non-relatives often is subject to breakdown; then im-
mediate knowledge of neighborhood resources and ability to assess adequacy of
care are essential for making a new plan.

72-573--72-pt. 4-7
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Alternatirc.-(a) Leave the resIlnsil)ility for day care planning fo~r O.F.P.
families with H.E.W. at the l)resent time. (bI) provide funding fmor demOstra-
tion projects In which H1.E.W. experiments with a variety of new service delivery
patterns, such ws operating some projects Its current legislation prjpioses. basing
11.E.W3. child care personnel in O.F.P. offices. or contracting vith private win-
profit agencies, or (c) utilize the findings of demonstration l)roje(,ts to tiake
decisions cmcerning the most effective menus of offering child care services foIr
O.F.P. participants.

TITLE V-SOCIAL SERVICES

EnItancing the inaxinuint dlevelol)ment of all citizens requires the prnisiom oJf
social sex ,'ices: the longl ranitge goal slml Ie social services for all wht() liveed
thent. The services p)rolsed il II.R. 1 would 110 (milt priltiarily Ie utilized Iy
part icipa lits i ilie vii'iul. rmlit Ins pr(q)sed in 11.11. 1 and they w(lhIl .olstii-
tute a strong base for building a coml)rehen.sive j)rograt.

SOCIAL SEtnVICES FOR A;ED. IND. ANI) D)ISA\llI)

The mge(d. blind. and disabled individual is especially villnertable to tile pros(wect
of :1 deteriorating cmilldition. Such individluals soud11 not h':\'e to) wait 1ntil liy
are already in a crisis state to receive services. It is iltlperative that tllere be a
systetim or nl iwork of service's which eniphasizes relhadlitative preventive. lr-
tective. Supllnrtive. 111(] maintenance functions. The provisiom of such services
as listed will insure these individuals of the qpprtunity to funletion at their
highest capacityy at all times.

CIE SUPPORT

1. Provision itf protective services (with attention given to inlhusiom (of ad-
voccvy as a service ]tolleia]ker services: nutrition services: htuisiuig services:
emervI-ge('cy assistance services; training and emp loymlllent ; 1id( info'In :lli an d
referral services as prqlboSe(1.

WE SUGGEST MODIFICATION

1. States not requifled to provide all social services. This major. depIarture fromt
previous Iolicy might result in a lack of nationwide uniformity in the kinds 4If
services made available.

Altcrwatire.-Re(luire states to provide all social services specified in 11.1. I
unless the state can establish that a particular service is not needed.

W\E SUGGES'r AII)ITIONAL PROVISIONS

1. Pie-placelent and(1 placelilent services for lperl',Oll needing out-of-holile care ill
boarding lomes, nursing omes. holies for aged, ad state- instill it ions.

2. Personal and family counseling.
:1. Assistance in leaving institutions and adjusting to the home community.
4. Attendant care services-counseling regarding need and referral to

attendants.

SOCIAL SERVICES FOR PARTICIPANTS IN FAMILY ASSISTANCE PLAN AND OPPOIRTUNITIES
FOR FAMILIES PROGRAM

Experience has shown that low-income families are "high risks" for having
personal and social problems. While a more adequate income will enable sonic
families to improve the quality of family life, others will need social services if
this objective is to be realized. A wide range of services needs to be availal)le. A
highly effective mieants of advising potential uses of their availability must be
devised.

WE SUPPORT

1. Provision of the services proposed in H.R. 1 as follows: (a) family planning;
child care : services to unlnarried mothers ; protective services ; emergency assist-
ance: housing services; homemaker services: nutrition services; education and
emnloynient services ; and information and referral services.

WE SUGGEST MODIFICATION

1. States not required to provide all social services. This major departure from
previous policy might result in a lack of nationwide uniformity In the kinds of
services made available.
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Alternative.--Require states to provide all social services specified in H.R. 1
unless the state can establish that a particular service is not needed.

COM MENTS

.1. The concept of voluntary use of social services should be preserved. However,
there is danger that this concept coul(l e used simplistically - i.e., no service
would be offered until the recipient request it. This approach could well result iII
a number of problems never receiving attention until they become acute.

A strong educational program for all al)plicants would disseminate knowledge
about available services; thus it could be a means for encouraging earlier use of
social services. Group meetings It which communications media, written mate-
rials, and discussions were used could be provided, The individual and a social
worker could then Jointly assess social services needs, develop goals, and forinu.
late at plain. l'erblm this legisltton should charge the Secretary of H.E.W. with
responsibility for devising more effective means of educating and assisting those
who inty nmal social services.

2. Iegal service is often essential in the resolution of personal and social prob.
lenis. The )xwor sldomn havo the funds needed to engage an attorney when they
encounter problems involving civil law such as divorce, custody, consumer prob.-
lemns, or representation at fair hearings. We. therefore, supllxrt further movement
toward establishing nationwide and publicly funded legal services for the poor.
We view the establiishment of a National Legal Services Corporation (H.R. 030
and 14. 1805) as a sigliificant step toward-the realization of this goal.

ADMINISTRATION AND FISCAL ASPECTS

The overall thrust and direction of the administrative and fiscal aspects of
II.R. 1 appear to be sound. However, certain features need to be emphasized.

WVE SUIiOtT

1. The principle involved in the establishment of a national standard of income
below which no elderly, blind, or disabled adult or child in this country need
exist Is a positive step forward.

2. Provision of financial relief for state and local government in supporting
an income maintenance system is also urgently needed. The question is-Does
it go far enough ?

WE SUGGEST MODIFICATION

1. The flat grant less resources approach to providing income. Problems arise in
using this approach since a number of elderly and disabled adults, as well as
children, have special needs-special dietary requirements, attendant care so
that the elderly or disabled adult could remain in his own home, or extra expenses
for use of special school programs for children.

Alternatlve.-Provide for special needs above the flat grant approach by using
a federal matching ratio with the states for this item. Experience of states utiliz-
ing the flat grant minus resources approach to budgeting has established the
need for this special needs budgeting allowance approach.

2. Federal matching for institutional care under Medicaid. The reduction
of federal matching could result in one of two alternatives. Firstly, a reduction
or discontinuance of badly needed nursing home and hospitalization care for
the ill person if the state and/or local governments were- unable or unwilling
to bar the additional cost, or secondly, a cost factor providing for increase, in
state and local government cost which could well offset the hold harmless aspects
of this bill.

Altermtave.--(a) Maintain federal participation at its present ratio level, or
(b) devise a new approach that would ease the state and local tax burden.

8. Emergency assistance needs. Prior experience with massive and/or national
income maintenance programs has established the ongoing necessity for an
emergency or general assistance program to catch-and maintain the individual
while awaiting receipt of income benefits or to maintain the person in need
not fitting the criteria of the massive programs. The nationalization of the
public assistance program as proposed in H.R. I would only be workable in terms
of meeting 'human needs for this group if state and/or local governments could
maintain a very adequate emergency assistance fund. • 9

Altemave.-(a) Federal participation in these costs, (b) these costs to be
included in the bold harmless protection of state and local financing ability, or (c)
federalization.
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WE SUGGEST CLAHIFL0ATION

1. Either a clear and detailed itemization of responsibilities or a definite state-
ment of congressional intent is needed in order to facilitate administration of
the new programs. Effective service delivery is dependent upon strong linkages
and close collaboration when three different federal agencies are administering
the various facets of the program.

Without this clarification, the possibility of duplication is inherent. This clari-
fication is additionally needed to assure that not only does duplication not occur,
but also that definite responsibility for the provision of services or income main.
tenance functions is clearly fixed in order that these services and functions are
in fact provided.

2. Clarification is also needed concerning the utilization of presently employed
staff In the new programs. While much work is being done on this by both H.E.W.
and the Social Security Administration, we favor inclusion of the plan to be used
within the bill.

We suggest that the legislation also be addressed to clarifying the employment
rights of any employee whose present Job would be abolished. The coverage
afforded the employee might include provision for either: a) automatic transfer
to the new agency responsible for his present job function, or b) preference points
on any necesary examinations. Attention should also be given to salary main.
tenance rights, collective bargaining rights, pension rights, transfer of existing
annual and sick leave. If the employee cannot be utilized in the reorganization
plan, consideration should be given to assisting him In obtaining new employ.
ment or retraining.

Senator A.NDzoN. We will adjourn until 2 o'clock.
(Whereupon, at 12:15 p.m., the hearing was adjourned, to recon-

vene at 2 p.m. this date.)

AFTERNOON SESSION

Senator BENTT. Mr. Cosgrove, the rest of the members of the corn-
mittee will be here when the voting ceases on the floor, and with eight
more to go, I think we had better get started. I hope this is the -ast
vote today, we are rummg out of Senators over there. We are not
running out of witnesses. All right, Mr. Coegove.

STATEMENT OF 1OHN E. COSGROVE, DIRECTOR, SOCIAL DEVELOP.
MENT, U.S. CATHOLIC 00NFERENOE

Mr. Cosoaovx. Thank you, Senator Bennett.
Mr. Chairman, and members of the committee, we appreciate the

,opportunity to testify on this important legislation, particularly in
view of the fact, it is our understanding, some-bill is to reach the Senate
floor with the Senate to work its will.
10 Our organization is tn agency of the Catholic bishops of the United
Sta ,designed to assist and coordinate activities oI the church in
social and public affairs.

With your permission, the'statement being in the record, I will sim-
ply, and I think it is your desire, cover a few of the central points of
our testimony rather thm the full statement. -

Senator Bi mr. Fine*
Mr. Cosmrova The United States Catholic Conference supports the

three basic principles embodied, in the welfare reform -eI*lation
:a d by the House of Representatives and now being conaiaered by

this coM ikte O comment will utilize, .R. I as a point of refer-
ence to dimus the issues that are of concern to us.
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First we feel every family and every individual in the United States
should have the income necessary to take care of his basic needs in
order to maintain his digity as a human being. This is the starting
point, therefore we heartily endorse the principle of a guaranteed
income as passed by the House, but we hope it could be improved in
a variety of ways.

One would be by increasing the minimum payment to a level ap-
proaching that of the official poverty level. Another would be inolu-
ing individuals and childless couples., Another would be setting as a.
goal to be achieved within a specified time period a payment level
equal to that of the lower level income of the city workers' family
budget of the Department of Labor..

Second, we would favor-
Senator BNNz'r. May I stop you at that point I
Mr. CosoRoVw. Yes.
Senator BzNNEm-. Our records show that to increase it to the pov.

erty level of $8,900 will cost something like $40 billion. To increaseit to the New York ievel of the lower ncome level will cost $120 billion
per year. So I am afraid that we can't hope to approach those levels,
particularly not at this time.

Mr.-Cosokow. Senator Bennett, if I may comment on that we would
suggest the approach to this level of the city workers famiIy budget,
lowest of the three categories, gradually -y series of steps. But we
would urge that the poverty level is the beginning level, app reciting
there is a great deaY of dollar cost here. I think we would want to
observe, however, that one can legitimately raise the question as to
whether there is, iin fact, an expense for the whole society whether
instead it is an investment in human terms and also in practical oper-
ating terms.

Ai you know, we have examples of legislation in which the moneys
appropriated were, by the social investment, more than returned in
dollar terms to the Treasury, but beyond that I think of the great
example, of course, of the World Weir II GI education bill. Besides
there is the human dignity and human concern involved.

I think we start from the point of view, sir of what the need is and
work from there, aprei g that this Will be a major, and practical
stap forward not only for the Congress but for the whole country to
take, if we are to address this terrible poverty.

Senator .3unwr. Even the poverty level would increase the tax
burden of the American people b7 20 percent.

Mr. CosoRovz. I think our position would be sir, that the overridingconcern of the goa has to beaU need the nee of' 16pl to have somemnmum standard, some minimum income to which &y can look on

which they can rely; that this society I in fact rich enough to produce
this, if we have the will to doit.

Senator Bmror. Well, I just, wanted to get these figures into the
record at this point.

Mr. Coroeovu Yes, sr, I appreciate that and I apprepia the oppor-
tunity to make our point that the dfnity of the people involved and
the neied sour chief concern.

Our feeling is that the estblishment of a single national stndard
for eligibi4ty to receive payments and the assumption of the basic
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income assistance payment by the Federal Government is more demo-
cratic, more workable and will be better than 54 separate programs.

We will support, of course, the concept of the opportunity to work,
the opportunity for employment for all Americans, that all those who
are willing and able to work, find work. This work ethic is deeply
woven into the fabric of the society and, of course, in the fabric of our
religious institutions.

If the provision for employment opportunities is adequately sup-
ported and funded we feel tie lofty objectives of the Employment
Act of 1946 could be achieved. This is an ideal that we would submit
has been too long neglected.

We testified before this committee in August of 1970. We felt the
payment level was too low. Although the payment level for a family
of four is $2,400 in H.R. 1, recipients are expressly prohibited, as I
understand it, from participating in the food stamp program. While
the net payment proposed for a family of four then has remained con-
stant in the two bills passed by the House the unofficial poverty index
has increased by some $225. .

Mr. Chairman, in addition to the amount, to which we are referring,
the other questions to which I might briefly refer are those of the ade-
quacy and then the question of the supplementary programs. We think
that the supplementation by the States should be provided for as re-
quired if something approaching adequacy is to be reached.

We would suggest that one of the real problems here. which has de-
veloped over the last several years, is unhealthy competition to export
recipient families, beneficiary families, to areas where it is thought,
the benefits are better under the welfare program. We think this is a
competition in which there is no winner, no community really wins,
and the families may well be the losers.

The third area in which we would like to see a family assistance plan
strengthened is in the area of employment opportunities. Our first con-
cern is in the dependence of this proposed legislation on the WIN
program which, in the opinion of such authorities a the distinguished
chairman of this committee and the ehairmah of the House Ways and
Means Committee, the National Urban Coalition. as I understand. in
their judgment it does not work. We 'concur in this judgment, it has
not worked very well.'

We do not share the optimism of the chairman,of the House Ways
and Means Committee that an authorization of $800 million, and some
additional resources and -authority for the Secretary of Labor in ad-
mliiistering th6 :program will appreciably changes the WIN track
record. We -woidd suggest thitt the proper, emphasis be attached to the
work opportunitieS provision.

Now Senator Ribicoff and others have made known some of the
myths and the inaccuracies that surround this question of who are
tle welfare recipients, and I think there is no need to go over these,
they are in our written testimoi,..

A third general problem is this very broad fact of employment
opportunity not keeping pace with the rate of new entrants into the
job market. It just has not. As a resultof this, as a result of the general
economic rnala i~e we have the 6 percent or 6.1: percent unemployment;

If- one'of th-e6 key objectives of this legislative proposal that we are
discussing is to provide for every willing and able American the
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opportunity of employment, if this is to be realized, if the period of
the late flfties and the early sixties when the unemployment rate stayed
well above 4 percent for several years is not to be repeated, and if, as
President Nixon asserts, the transition from a wartime to a peace-
time economy is a difficult one, then the addition of $800 million of
public service employment and the additional resources and authority
to the Secretary of Labor would seem to be inadequate and are inade-
quate for the purpose. We would hope this committee would provide
for an even larger program of public service, employment through
public service, employment to provide additional meaningful work
experience for those who do nothave jobs available now and who are
without work or with little prospect of finding a job.

Now,, I would like to allude, if I might, to this business of the
working mothers. This is an area of very grave concern to us, this
requirement that recipient mothers of children age 6 or older register
for work, and by 1974 that this requirement wou ld apply to mothers
with children of age 3 or 4. .

I would like, with your permission, to quote a statement of the
American bishops issued in-November of 1968 that has some relevance.
The bishops said:

Programs devised to assist less advantaged families should at all costs avoid
disruption of the family unit. A major disruption occurs when mothers are
required to separate themselves from their young for the sake of added
Income. * * * Every member of each family has a right to be cared for, not
as an isolated person but as a person who belongs with and depends upon a family.

The U.S. Catholic Conference has taken the position that mothers
of school-age children or younger should not be required to work.
Needless to say, we find the requirement that mothers of children asyoung as ag3be r required to work to be even more objectionable.

I think the point here would be, there was reference this morning
to the fact that a good many of the mothers in fact work in any event.
I think where it is a matter of choice this is a different matter than
where there would be an, obligation as a precondition of receipt of
benefits under the program. I think this business of not having the
option is a vitally important distinction.

With regard to the matter of suitability of employment, we would
only note that it should involve the normal conditions of work butalso
that the wage offered should be not less than the Federal minimum
wage, whether or not the particular job to which one is referred is
under the Federal Labor Act coverage. The employment security pro-
gram since 1936 has seen, we think, some rather serious abuses of this
norm of suitable employment. We testified on this point at some length
in 1970 before this committee. -

The CHAIRIMAN. Could I just stop you at that point to ask you a
question-

Mr. CosaRovE. Yes, sir.
The CHAIRMAN (continuing). That ocenrs to me to see if we might

agree on at this point.
Suppose we provide some kind of - supplement to what a person

can earn, and if you take the wage that the person is able to earn
working in private employment, plus what we might be able to add
to it, and that works out to as muchas the minimum wage, would that
meet your standard or would you insist that lie make the minimum
wage even before we would add something to it I
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Mr. CosoRovm. Senator, if I understand your question correctly, I
have not considered that before, if the funds would go to the person,
the recipient, this would be- one thing to supplement his income. If by
this you mean the subsidies to the employei that is paying below the
minimum, I would find this latter very objectionable.

It seems to me it ought not to be the purpose of the American Gov-
ernment to be subsidizing inefficient employers or marginal employers.

The CHAXRXAN. Well, but let's look at it the other way around. I
know a lot of people who Just haven't had the good fortune to be able
to earn the minimum wage. They are poorly educated, have very little
skill, and don't have too much talent, to acquire much skill.. Now it would be perfectly all right wiih me to add something to
what tgat per on can make, and I would much rather tell the person
tostay at te job where he is and we will add something to what he
is earning, even though we have to do it with tax money, tan I would
put him on welfare and provide him an incentive to quit the work.

I have had the situation where I have seen my neighbors just qit
their jobs because they can make more money on welfare, a very dis-
couraging situation.

Now, the welfare wasn't intended for that purpose, and as'long as
you have jobs that are not covered by the minimum wage, what would
offend you about it if what the person earns, plus what we can add
to his earnings, equals the minimum wage or better I

Mr. Cosaio& Well, Senator, franky I have trouble with the
premise and that is that there ought to be jobs outside the minimum
wage coverage. The hope originally, as I understand the 1938 Fair
Laor Standards Act, was there would be State coverage of intra-
state jobs and that the ideal would be a general minimum floor of
whatever level, starting at a quarter, as you know, at that time, $1.60,
now.

What I am suggesting is that there ought to be as nearly universal
as possible coverage of the minimum wage law so that the premise,
you see, of the question is the one with which I differ.

The CHutwir. Well now, you feel that the minimum wage law
ought to apply to eve ryng.

Mr. Cosonovi. Yes sir.
The CNo.,RA. Regardless of how inefficient a person may be, I

take it. But if you can t get your way, and there are still a lot of jobs,
a million or two million Jobs, that are not covered by the minimum
wag., though people are or and need some help, why should we
require them t quit their ]ob in order to obtain some help I

Mr. Cos ov Well, I think there are instinc you say you know
of individuals in some instances--where it ight pay someone*in a
given circumstance when their pay is so bad, the-ir job is so poor, that
it would in fact be preferable to stay home.

There was a strike here in the Washington suburbs a few years ago
of hospital support, staff. My information was that these people had
a takehome pay, these support people on the hospital staff, of $26
a week, and I don't know bow many hours they worked for this, but
the fact is the bus fare round trip in the District where most of thesepeople lived was i excessof $1, so there would be, a crcumstance
where it would hardly pay tbe person to go to work, -
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What I am saying is I don't believe any step that is taken in this
legislation should lend any support to the maintenance of these mar-
ginal jobs because even at 40 hours a week and 50 weeks or 52 weeks
a yeat at $1.60, one is certainly not in affluence so I think it is not an
unfair expectation for society to take the view that this $1.60 should be
of universal coverage. Lacking that, as you say, that is not the fact,
we don't have universal coverage by any means, therefore, I think we
should require this as part of what is suitable here.

The O HAm AN. I imagine you have a solid fixation on the subject
and the American Federation of Labor and CIO. It is my recollection
that even they were willing to go along with the proposal where a per-
son could draw the welfare aid- and would be expected to take a job at
$1.20 an hour, so apparently they are more for their program than you
are.

Mr. Cosonove. Senator, I am not sure whether your intent would be
the intent of paying it to the employer of these people.

The CHAIMAN. No the employee.
Mr. C0osoov. Employee to supplement his income.
The CHAMMAN. I am just asking your reaction to a situation, a man

has a job, making $1.20 an hour, suppose we just add to that, up to
$1.60, the minimum wsge.

Mr. Cosonovz. It would be better than not to do that, but it would not
be the thing that I would prefer. I would prefer that we arrived here
at a figur& for a family of four, whatever the norm would be, the defi-
nition of an amount that is,-with which they can live with dignity,
the family can live with dignity, and this would be a right of people
under this social decision.

I was alluding earlier to the working mothers question. We think
this is of great importance and, if-you would like, we can elaborate on
this but itis simply a matter of judgment of whether a person ought to
be, as a matter of precondition of receiving benefits, a mother of chil-
dren where she is the head of a family and in a sense already handi-
capped by this, to take a reference to a job without option. She must in
fact do this.

There are some omissions that we would want to suggest be looked
at by the committee, including that there is no provision, as we under-
stand it, for childless couples or single people, nor to the qualified peo-
ple'currently administering the 54 separate welfare programs.

On the first point, there is some real need by single people and child-
less people, and we are particularly concerned about some of the
returning Vietnam veterans, the blacks, Spanish-speaking, the other
ethnic minorities, the, laid-off indefinitely furloughed, over 40 years
of age with grown children, ali of those groups suffering signifi tly
higher unemployment figures than the general population. y

With re dM to the p people administering pro9ms now, should this
gradualy b me a Federl p~r m, a federalizd w rogram, we would
think that those who are qualified to do the work htMl be give
special consideration.

I would like if i might, to say that, in -conclusion, we would take
the view that f.R. 1, wi'h the Ribi.oft amendments as a first step, has
our support. We would prefer more in some regards but this does come
within the capacity of America to meet its obligation to raise the
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incomes of those trapped in the treadmill of poverty to a level that will
more readily provide them with some hope and with self-respect,
maintain their digniity and some cohesiveness for their family, and we
urge that we provide more funds for public service employment al-
though we feel that even the $1.2 billion suggested to be athorized
is woefully inadequate.

Finally, we would reiterate that all of the proposals before the
Congress fall short of what is required to meet the need. If indeed we
are to avoid the waste in human terms that occurs with high unemploy-
ment we must prepare ourselves as a nation to make this transition to
peace as we do for war, including the estimated payment of $300 per
taxpayer per year authorized to provide every American the oppor.
unity for the God-given, immutable rights to life, liberty, and the
pursuit of happiness, and we should do this now, we suggest, before the
bicentennial of the Nation whose purpose is thus stated so eloquently
in the Declaration of Independence.

We are saying we think there is much good in the original proposal
and in the legislation that has been worked out by the House. Some
of the basic tenets are important steps forward, and when one takes
important steps forward in this society legislatively, it is costly, it is amatter of some trauma, but it is a matter that requires doing, and
because of the consequences involved here, the lives of people, and
indeed the lives of generations, and the human dignity involved, it is a
matter in which there is an important world dimension and which we
hope, when the Senate does work its will, will result in an important
step forward, perhaps analogous in consequence to the great legislation
of the 1930's and the 1960's that was so important in the social field.

Senator BNm-rrr. No questions.
The CUAInMAN. Thank you very much, sir.
Mr. CosoRovm Thank you.
(The prepared statement of Mr. Cosgrove and a communication

received by the committee from Most 1ev. #Joseph L. Bernardin,
general secretary, USCC, follow. Hearing continues on page 1726.).
PREPARED STATEMENT OF JOHN E. CosoovE, DREoToR or SOCIAL DEVELOPMENT,

UsrNm STATES CATHOLIC CONFERENOE

Mr. Chairman and Members of the Committee, the United States Catholic
Conference is an agency of the Catholic bishops of the United States, designed to
assist and coordinate activities of the Church in social and public affairs.

Let me begin by quoting a letter of Pope Paul's, which indicates one reason for
our concern for the Family Assistance Plan.

"There ts a need to establish a greater Justice in the sharing of goods, both
within national communities and on the international level.. .. The use of force
moreover leads on to the setting in motion of opposing forces, and from this
springs a climate of struggle which opens the way to situations of extreme vio.
lence and to abuses." ("A Call to Action," Pope Paul VI, May, 1071, p. 48.)

The United States Catholic Conference supports the three basic principles
embodied in the welfare reform legislation passed by the House of Representa-
tives, and now being considered by this Committee. Our statement will utilize
H.R. I as a point of reference to discuss the issues of concern to us,

First, we feel that every family and every individual in the United States
should have the income necessary to take care of his basic needs in order to
maintain his dignity as a human being. Therefore, we heartily endorse the prin.
ciple of a guaranteed income as enacted by the House, and would hope that it
could be improved by: Increasing the minimum payment to a level approaching
that of the "official" poverty level; including individuals and childless couples;
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and setting as a goal to be achieved within a specified time period a payment level
equal to that of, the "lower level income" of the City Workers' Family Budget, as
determined by the Bureau of Labor Statistics of the United States Department
of Labor,

'Spond, we favor the establishment of a single national standard for eligibility
to receive these payments and the assumption of the basic income assistance
payments by the Federal Government us:

(a) A more democratic, equitable, and humane means of Insuring that all
Americans will receive a minimum income;

(b) Administratively more efficient and fairer to all who are trapped on
the treadmill of poverty and who 'are dependent on the 54 separate programs
that are now in existence; and,

(o) An important and viable building 'block in the establishment of a pub.
lie policy to stem the continuing migration flow into our great metropolitan
centers.

Thirdly, we support provisions for the opportunity f6r employment for all
Americamns who axe willing, but unable to find work. The "work ethic" is deeply
woven into the fabric of American society and America's religious institutions.
If the provfsion for employment opportunities are adequately supported and
funded, we feel that the lofty objectives of the Employment Act of 1946 could
be achieved-an ideal that we would submit has been too long neglected.

AREAS TO BE STRENGTHENED

There are provisions in H.R. 1 that we feel could and should be ptrengthened to
inore rapidly implement the President's worthy objectives set forth in his Wel-
fare Reform statement of August, 1969 and to hasten the day when all Americans
will receive a share of this nation's wealth adequate to guarantee their dignity
and aelf-repect. It Is to these provisions that we will devote the following
portion of our statement.

We testified before this Committee in August, 1070 that we felt the payment
level was too low. Although the payment level for a family of four is $2400 in
H.R. 1, recipients are expressly prohibited from participating in the Food Stamp
Program. While the net payment proposed for a family of four then has remained
constant in the two bills passed by th6 House, the "official" poverty index has in-
creased by somte $225 in this same two-year period.

While we appreciate the many varied and complex problems that face this
Committee in determining how to allocate public monies for the many programs in
its purview, we strongly feel that a payment level of $2400, which is some $1508
below 'the "Official" poverty index, i obviously too low for a family to adequately
maintain itself.

Since the supplemental payment to the working poor is based on the basic
faknily assistance payment, families that would 'be eligible for this category
of assistance would also find taking care of their basic needs most difficult.
For exaiuple, the largest net income a family of four can earn and still be eligible
for f'amily assistance supplements is. $4140 per year. The family would be eligible
for a supplement of $120 for the year, raising Itp income to $4260 per year, or
less than $300 above the "official" poverty level.

In his encyclical "Christianity and Social Progress" the late Pope John XXIII
asserted:

"Wherefore, we judge it to be our duty to reaffirm once again that just as
remuneration for work cannot be left entirely to unregulated competition, neither
may it be decided itrbitrarily at the will of the more powerful. Rather, in this
matter, the norms of Justice and equity should be strictly observed. This requires
that workers receive a wage sufficient to lead a life worthy of man and fulfill
family responsibilities properly * * " ("Mater et Maglstra", Pope John XXIII,
May, 1961, p. 71.)

I suggest -that were one cannot earn a "wage sufficient," some adequate social
program Is required.

The situation of the family of four 4n which the breadwinner earns $1.00 an
hoi;r, the present minimum wage, or $1.20 an hour, three-fourths of the Federal
minimum wage, is even further from the norm suggested by Pope John XXIII.
In these cases, the family of four would receive supplements of $1 and $1216
respectively, bringing the Income of the family in which the breadwinner earned
the minimum wage to $8980 annually, juSt over the "official" poverty level, and
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the income of ,the family in which the breadwinner earned three-fourths of the
minimum wage to $8712 annually, or more than $25 below the "official" poverty
level.

While we strongly support the concept of income supplements, we seriously
question whether these supplements that result in an Income so close to the
poverty line really provide the family with much real hope, or contribute to the
cohesiveness of the family unit, which it is assumed is or should be a basic
objective of welfare Teform.

Our concern for the adequacy of the basic family assistance -payment would
be somewhat allayed if HR. 1 provided for a combination of mandatory state
supplements or a clause to insure that no present recipient's benefit would be
reduced, or both.

However, neither of these very real conditions is provided for in H.R. 1 and
we are gravely concerned tjat the problems faced by the states adopting vol.
untary supplemental programs will be exacerbated by an increased flow of re-
cipients from states that do not choose to adept voluntary programs and the
general stagnat employment situation with a .1 per cent unemployment rate.
We have been increasingly distressed by the number of states that have trimmed
welfare payments recently, and we fear that all too many states will elect not
to supplement family assistance payments, thr- setting off an unhealthy
competition to export family assistance recipients -a competition in which no
community will be a winner, but in which the poor families may be the losers.

We feel that the problems of the inadequate family assistance payment and
increasing movement of low-income families to the large metropolitan centers
could partially be mt by either raising the basic federal payment to a level more
nearly approaching the poverty level, or by making state supplemental programs
mandatory in a manner similar to that included in the bill passed by the House
of Representatives in the 91st Congress for unemployed fathers. Our preference
woigd be the former suggestion, as we feel that it would be administratively
more equitable and, in our opinion, it is more efficient means to help lessen the
migration fiow.
.The third area in which we would like to see any family assistance program

strengthened is In the area of employment opportunities.
Our first concern is the\ dependence of this propDsed legislation on the

Work Incentive Program (WIN), which in the opinion of such authorities as
the distinguished Chairman of this Committee, the Chairman of the House Ways
and Means Committee, and the Natioual Urban Coalition Just has not worked
very well. We concur in this -judgment, but we do not share the optimism of the
Chairman of the House Ways and Means Committee that an authorization of
some $800 million and some additional resources and authority for the Secre-
tary of Labor in administering the program will appreciably change the WIN
"track record."

We would sugget also that the proper emphasis be attached to the work op-
portunities provisions. Senator Ribicoff recently' documented that four com-
monly held assumptions about those receiving welfare assistance are myths:

(a) That less than one per cent of all recipients (120,000) are able-bodied
men, and 80 per cent of these would like to work;

(b) That .only 85 per cent of the mothers, or 14 per cent of the total
welfare rolls could be available for work if day care services were available #

(o) That less than 4/10 of one per cent of the total welfare caseload are
suspected of fraud or misrepresentation;

(4) That deertion, when it occurs, is an "effect" of a poorly structured

(e) hat "subsidies" to the well-to-do to create jobs will only create a
"welfare caste working class," and that the real need is to create m Il
public service Jobs

A number of arguments, not all original with us, support our contention that
a "work requirement" and an expanded WIN program will not decisively reduce
the welfare roles. Senator Ribicoff has demonstrated that at the most, less than'
15 per cent of all welfare recipients would be able to work If jobs could be foun
and day care services provided. In New York City, where a pilot ' program, Is
presently underway, only some 4,000 of an estimated 80,000 welfare recipients
available for work have been placed in Jobe"
I Second, the pool of fulltimei year-around Jobs available for placing welfare
recipients has, been declining.'Aacordingto the'evaluation *of the United States
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Employment Service conducted by the National Urban Coalition over a six.
month period ending March 80, 1971, the number of the Job vacancies referred to
the Employment Service to fill declined, even during a period of full employ-
ment. It ts most difficult for us to envision the WIN program placing any more
people than the number of slots that are made available for public employment
by the $ million authorization under H.R. 1.

A third problem Is a general one of additional employment opportunities not
keeping pace with the rate of new entrants into the work force. For the most
part, this scracity of employment opportunities makes It even more difficult to
place the welfare recipient, who generally is hapdicapped by a lack of a stable
employment record and formal education and training. Even with whatever
stimuli results from additional tax deductions and exemptions available to bud.
nesses and individuals recently enacted by this Congress, it is estimated that
the real growth rate of the economy will be'somewhere in the neighborhood of
6.5 per cent for 1972, and that this growth rate cannot be expected to reduce the
unemployment rate below the 5.2 to 5.6 per cent level, or more than one million
Jobs short of full employment Industry economists have generally been less
optimistic than government and academic economists in their predictions of the
real growth rate for 1972, making the prospect for approaching full employment
levels even bleaker.

If one of the key objectives of this legislative proposal-to provide every willing
and able American with the opportunity for employment--Is to be realized, if
the period of the late 1950's and the early 1960's, when the unemployment rate
stayed well above the 4 per cent level for several years, is not to be repeated, and
if as President Nixon asserts, the "transition from a war-time to a peace-time
economy is a difficult one," the addition of $800 milMlon for public service employ-
ment and the additional resources and grant of authority at the disposal of the
Secretary of Labor are clearly inadequate to the task at hand. We fully appre-
ciate that the responsibilities for directing the public sector are shared within thq
Congsw, by the Congress with the Executive Branch, and that no one Congres-
sional Committee can address itself to this entire problem. However, we would
hope that this Committee would provide for an even larger program of public
service employment in order to provide meaningful work experiences for those
who are available, but who are without work and with little prospect of finding
ajob, in light of the projected slow rate of growth of the labor force.

The proposal to subsidize employers who in turn would increase the salaries
oirtheir low-wage employees is obJectionable to us. First, low-wage industries are
our morelnefficient and we oppose the additional subsidies to inefficient opera-
tions. Second, ssdiuin nftcen Arms is more likely to pemanently conig n
the worker to a "dead-end" Job and the associated uncertanty in, working
these inefficient industries Third, we seriously doubt that a large number of
low-wage employers can write checks as efficiently as the Social Security Ad-
ministration, and therefore we would urge, In the interests of the taxpayers,
that income supplements -remain a direct assistance program to low-incomefamilies.•

AflZ&B TO IM DRWTSD

A basic tenet of Catholic doctrine is the sanctity and the inviolability of the
family unit. "In the family, the person becomes the confident servant of life
and life becomes the servant of man. The Church must make good her belief in
human life and her commitment to its development by active as well as doctrinal
defense of the family and by practical witness to the values of family life."
("Human We In Our Day", November, 1968, p. 7.) In light of this forceful and
eloquent restatement of the primacy of the family by the American bishops In
a collective pastoral letter, we have become increasingly disturbed by the steady
erosion of those provisions in the initial family assistance proposals designed
to strengthen the family.

The first area of grave concern to us is the requirement that recipient mothers
of children age six and older register for work, and by 1974 that this require-
ment would apply to mothers with children age three and older, r

program m devised to assist these less advantaged families should at all costs
avoid disruption of the family unit. A major disruption occurs when mothers are
required to separate themselves from their young for the sake of added income,

Every member of each family has a right to be cared for, not as an Isolated
person but as a person who belongs with and, depends upon a hfail."

("Human Life In Our Day", November, 1968, p. 25.)
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The United States Catholic Conference has taken the position that mothers of
school age children or younger should not be required to work. Needless to say,
we find the requirement that mothers of children as young as age three be
required to work even more malodorous.

A second area of concern is the "suitability" requirement. As we testified
before this Committee in August of 1970:

"While it is desirable that registered beneficiaries accept truly suitable em.
ployment or training, when they are reasonably able to do so, disqualifications
shoui(l follow refusal to do so only where the employment offered is genuinely
suitable or the training clearly revelant."

We should Include in the definition of "suitable" not only the normal connota-
tions of the work, but also that the wage offered be not less than the federal
minimum wage, whether or not the particular job referred to is covered by the
Fair Labor Standards Act. The Employment Security Program, since 1980, has
seen serious abuses of the suitable employment norm.

Also, as we testified before this Committee in 1970:
"The history of administrative findings and judicial determinations show the

varying and, In too many cases, unjust decisions which have resulted from these
words and phrases when used In previous legislation. The liberal administration
of these provisions will be vitally important if they are not to be used to drive
people from the qualified roles. It Is essential that there be strong, vigorously
enforced Federal standards din referrals to insure even-handed Interpretation
tind equitable application of these requirements."

"A workman has good cause to refuse employment, in our Judgment, if, for
example, the offer is of a job belbw the Federal minimum wage or the prevail-
Ing wage, whichever is higher, if it is an unusually hazardous job, if the com-
muting time is unreasonable, or if experience shows that the prospective employer
consistently discriminates in hiring or upgrading on the basis of race, creed or
color. This seems to accord with the Administration's recommendations.

"Unless the statute, the legislative intent and the regulations are crystal
clear, however, the abuse of this section can vitiate much of what the Bill would
otherwise accomplish. We are not sure that the Bill now is adequate on this
score. There should be more explicit Federal statutory standards for work re-
ferral * * *"

Further, the requirement that a mother of pre-school age chilolren take em-
ployment at $1.20 per hour will very likely be more expensive to the government
than if she did not work and received the full family assistance payment. A
hyPothetical but quite feasible situation would be the family consisting of a
mother and two pre-school. age children. Under the provisions of H.R. 1, the
family would be eligible for* an annual payment of $2,000 per year. If,
however the mother chose to work at $1.20 per hour and place her
children in a day care center at a cost of $85 per week per child (the average
of the range of costs for day care in a recent survey by Mary Keyserling), this
care would cost $85000 per year, and under the provisions of H.M 1, the Federal
Government would pay the $1004 difference between the cost of the day care
services and the mother's annual income plus a $2,000 family assistance payment.
In summary, if the mother in this case did not work, the cost to the Federal
Government for this family would be $2,000 per year. However, by working full
time even at $1.20 per hour, the cost to the Federal Government for the same
family would be $8004 per year. This can scarcely be characterized as either
"reducing welfare costs," or as a "work incentive."

Recent reports by the General Accounting Office of day care services and facil-
ities lead us to recommend that at least part of the $750 million authorized for
that purpose could be much better spent in direct payments to families. While
we strongly supported the recent child care bill passed by this Congress but
vetoed by the President, we seriously question the wisdom of two separate child
care programs, one for family assistance recipients and one for the rest of the
population, as apparently was the intention of the House of Representatives in
enacting both H.R. 1 and S. 2007. We find this kind of program both wasteful
and discriminatory.

Finally, we *are somewhat distressed by what we discern as a trend toward
attempting to solve what are fundamentally family problems by the creation of
institutions that tend to isolate the Individual and his problem from his family.
With each revision of the family assistance program, mothers Of younger chil-
dren are required to register for work, We oppose this trend both on moral
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grounds and on the pragmatic ground that attempting to find an institutional
solution for a fundamental family responsibility Just has not worked in the
American experience.

OMISSIONS

Two areas of concern to us that are not included in H.R. 1 are that there is
no provision for childless couples or singles, nor to provide qualified people cur-
rently administering the 54 separate welfare programs with preferential status
in hiring for the new Federal program.

The problems of the single person or the childless couple also become more
severe during a period of high unemployment. Specifically, we are concerned for
the returning Vietnam veterans, the Blacks, the Spanish-speaking and other
racial or ethnic minorities, and the laid-off or indefinitely furloughed workers
over age 40 with grown children, all of whom suffer a significantly higher un-
employment rate than the- general population. We would strongly urge, if this
Committee does not feel that it can expand the present eligibility requirements
to include these categories for the basic family assistance payment, that those
who find themselves in these categories receive the same level of job placement
services by the Secretary of Labor as those eligibi. for the family assistance
payment, including the estimated 200,000 public service Jbbs authorized by
H.R. 1.

We are also concerned about the fate of those who are currently helping to
implement the 54 programs that make up the current welfare system. While we
would concede that these programs have not worked well and that the skills
associated with implementing these kinds of programs (social workers and pub-
lic health personnel) may not face as competitive a labor market as those in
other categories, we feel that, in the interests of equity, those who would be
displaced by the new system llould be given preferential treatinent-if they are
clearly qualified-in hiring for the new program and provision made for a dis-
location allowance during the period of transition.

The previous sections have addressed themselves to the provisions of Title IV
of H.R. 1 that we find not strong enough or objectionable. We fully realize the
tremendous job that lies ahead of us in educating all of us in the American
community to the needs of our less fortunate brothers and that the progress that
we have made in attaining this goal has been indeed small. Further, we are aware
of some of the realities that face this Committee in working its will. Pope John
XXIII gave us the guideUnes for judging proposals for social betterment in his
encyclical.

"Considering the common good on the national level the following points are
relevant and should not be overlooked: to provide employment for as many
workers as possible; to take care lest privileged groups arise even among the
workers themselves; to maintain a balance between wages and prices; to make
accessible the goods and services for a better life to -as many persons as pos.
sible; either to eliminate or to keep within bounds the Inequalities that exist

-between different sectors of the economy; .. . to balance properly any increases
in output with advances in services provided to citizens, especially by public
authority; to adjust, as far as possible, the means of produtcion to the progress of
science and technology; finally, to ensure that the advantages of a more humane
way of existence not merely subserve the present generation but have regard
for future generations as well." ("Mater et Magistra", Pope John XXIII, Miny,
1961, p. 79.)

SUMMARY

Therefore, we, with some reluctance support H.R. 1 with the Ribicoff Amend.
ments as a first step. This judgment is based on the belief that America does
have the capacity to do more in order to: I

(a) Raise the incomes of those trapped in the depths of poverty to a level
that will more nearly provide them with the hope and the self-respect to
maintain their dignity and a cohesiveness within their families;

(b) Provide coverage to childless couples and to singles to ensure a more
nearly adequate payment level through mandatory state supplementation
programs and _to guarantee that no one presently receiving welfare assist-
ance will receive less when the program takes effect;

(o) Provide more funds for public service employment although we feel
that even the $1.2 billion suggested to be authorized Is woefullY inadequate;
and

(d) Provide preferential hiring treatment to those currently employed
in welfare programs
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CONCLUSION

Finally, we would iterate that all of the proposals before the Congress fall
far short of what is required to meet the need. If indeed we are to avoid the
waste in human terms that occurs with high unemployment, we must prepare
ourselves as a nation to make this transition to peace as we do for war, including
paying the estimated $800 per year per taxpayer (by Professor Lawrence Ritter,
New York University School of Business Administration to accomplish the
priorities established by the National Urban Coalitlon)_Jn order to provide every
American with the opportunity for the God-given, immutable rights to "life,
liberty, and the pursuit of happiness." We should do this now, before the Bicen-
tennial of the nation whose purpose is, thus, so eloquently stated in our Declara-
tion of Independence.

U.S. CATHOLIC CONFERENCE,
.Washington, D.., February 16, 197R.

Hon. Russu=i Loo,
Chairman, Committee on Anncoe,
U.S. Senate, Washington, D.C.

DuAl M. OHAaMANq: You will recall that in 1067 your Committee considered
the question of Social Security coverage for members of religious orders under
a vow of poverty. At that time, your Committee rejected a proposed amendment
by the House Committee on Ways and Means which would have removed the
exemption of members of religious orders under the vow of poverty from partici-
pation in the Social Security system.

The action of your Committee was taken after a request by the United States
Catholic Conference and the Conferences of Major Superiors of Men and Women's
Institutes who expressed a desire to study the implications of Social Security
coverage for their members prior to any action by the Congress. 'Bishop Paul F.
Tanner, then General Secretary of USCO, promised to advise you as to the result
of this study.

I am now able to advise you that the Conference of Major Superiors of Men
and the Conference of Major Religious Superiors of Women's Institutes, through
their governing bodies, have approved a proposal regarding Social Security
coverage for members of religious orders under the vow of poverty. This pro.
posal has been incorporated in H.R. 1 as passed by the House of Representatives
and is currently pending before your Committee.

The amendment passed by the House in H.R. 1 hair the approval of the Social
Security Administration, the Department of Health, Education and Welfare and
the Bureau of the Budget. The proposed amendment takes account of the unique
position of religious orders and their members in American society, under the
laws of the Church and under the distinct and varying rules which govern
their internal affairs.

As General Secretary of the United States Catholic Conference, I would like
to concur in the recommendations of the Governing Boards of the Conference of
Major Superiors of Men and the Conference of Major Religious Superiors of
Women's Institutes. I Would hope that you would be able to concur in an amend-
ment to the Social Security Act which would assist the religious orders in this
matter.

With cordial good wishes, I remain
Sincerely yours,

Most Rev. Josmit L. BrNaIDUI, General Secretary.
Senator Bwmzrr. Mr. Chairman now that this witness has finished

I will be impolite, as I have been in the past. When that bell rings, you
have had your 10 minutes, We have eight witnesses left, and if the re-.
mainder don't live within the 10 minutes it will be a long dark night.

So I hope that those who follow will realize that they were invited
under conditions that they would have 10 minutes for oral testimony
and try to live within it. When the bell rings try to close off your
statement as quickly as possible. Your main statement is in the record,
and, will be studied. It really will be studied harder than what you
may say here orally.
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Now I am the devil's advocate and that is my privilege, Mr. Chair-
mane But perhaps I shouldn't say that to people who testify for the
Church. [laughter.]

The CHAIRMAN. The Senator is correct, of course, in what he says.
The next witness is the Ieverend Monsignor Corcoran, secretary of

the National Conference of Catholic Charities.

STATEMENT OF REV. XSGR. LAWRENCE 1. CORCORAN, SECRETARY,
NATIONAL CONFERENCE OF CATHOLIC CHARITIES

Reverend CORCORAN. Thank you, Mr. Chairman. I hope that if
Senator Bennett is the devil's advocate that maybe I am something
else. [Laughter.]

But I assure you I will stay within the 10 minutes. I even had that
determination before you made your remark, Senator, because the
statement has been submitted and the summary of it, and I felt that
I would make a few comments that are pertinent to the core of it to
try to illustrate some of the concepts which we would like to high-
light for this presentation which we appreciate the opportunity of
having.

Very quickly, you might say, I would just say a word with regard
to the social security and the medicare-medicaid, and get to the mat-
ter of the welfare reform which is of such vital concern to all of us,
and that is that we would like to go on record with so many of the
others to try to see a higher than 5 percent increase in the social
security benefits and likewise we certainly look forward to, hopefully,
anyhow, to the enactment of the automatic increase along with the
cost-of-living rise.

Several things we said in regard to the medicare-medicaid but one
thing there is a certain amount of lowering of standards that is re-
flecte in there such as the elimination of the requirement for social
services, and the facilities, and around the clock nursing care, and
certainly if any thing like these should be examined very, very care-
fully and certain safeguards presented.We likewise with regard to the adult categories, are very favorably
impressed with the approach there to make them consolidated, one
type of program with adequate income and with Federal administra-
tion. We think it is a very good step forward.

With regard to the totality of the welfare side of things, there are
so many things that seem to get mixed together in all of this, and
one of the things that is so necessary is the determination of who
should receive aid, and right away, I think, everybody would agree
that those who are needy should receive it, and this we believe, should
be the first and basic criterion, whether the families or individuals,
childless couples, the employable, the nonemployable, if they are in
need.

The problem seems to come when we try to say who should not re-
ceive it. Should we say that mothers of children between 3 and 6,
mothers of school age children, those who can work, whether they
can find work or not? It gets pretty complicated but, once again I
think that we need to make sure that we have a program that provides
a financial assistance for those who have need of that, and have no

72-47&--72-pt. 4-8
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place else to turn to get it, and those who should not be given it cer-
tainly we would not agree that mothers of )reschool children should
be excluded.

JIf Senator Talhmadge were here I would like to speak very favorably
of his amendment that eliminated the mothers of preschool childreii
for having to register for work.

The other question is the one about determination of how much
they should receive, and I think that here we talk about the level of
assistance and it seems inconceivable to me, very frankly, that we can
say to people "You have to live below the 1)overty line" because when
we talk about the poverty line we are not talking about any lavish
tiing, and something below that is really t level of almost degrada-
tion, and I think, as a matter of public policy, to say "You have to live
in that manner" is something that we as a country, for all posterity,
will stand indicted for that if we say that.

Another thing that is said at the same time if we say they must live
at some meager standard, and I would say something I should have
said at the beginning, our organization has a multitude, as you know,
of Catholic charities agencies and institutions across the country, some
530 agencies, as such, in practically every State in the Union. You are
saying that if we do not provide enough money for these people, then
we are the ones who are going to have to pick up the slack, aid this is
pretty much what we try to dd. But we don't enough money to do it.

We took a. little survey; not so long ago, 2 or 3 years ago, this was and
I think we were providing $7 or $8 million for food and clothing for
people-who did not have enough, and this is constantly increasing.

So it is a question of where the money is going to come from, and if
it does not come from the public assistance, financial assistance pro-
gram, then it is going to have to come from someplace, and in effect
you are saying to us "You people find the money td help these people
who are starving."

The other thing that we would, I would want to refer to, is the
administration of the program, and even though there is a good deal
of discussion whether it should be Federal or State all I wotild relay to
you is that. I don't know of any one of our people throughout the
country, and we have very close association with and working with
the welfare people and welfare, that is recipients and the social serv-
ice agencies, and so forth, that do not say it should be a federally
administered, Federal standard program.

Then if I can get in before my time runs out, I would also want to
point out. I think, that we need an employment program, an employ-
ment system, manpower training, employment services, and 'obs. I
don't think there should be considered a welfare program. We need
for the good of the country, for the good of the economy. Our economy
never has been able to provide enough jobs for everybody. We have
4 to 6 percent unemployment all the time. So we need an employment
system, we need a social services system to help people fill their
potentials and we need a financial assistance system. These have to be
integrated very much, but I think-that if we could try to conceive an
employment system that would not be thought of as a welfare system
as smch, I think then we could deal with the welfare problems a little
better.
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There probably are some other things. I think we have always ad-

vocated thi working together of the public and the private sectors il.
this whole welfare problem, and we still advocate that. We certainly
will cooperate in every way that we can, and vice versat, we look for
and always have had tremendous cooperation in a variety of ways with
the welfare e system in this country.

So thank you very inuch. These are some summarizing types of com-
ments to what I have submitted for the record.

The CIAIAHUNN. Thank you very much, Rev. Corcoran.
(The prepared statement of Rev. Msgr. Corcoran follows:)

PREPARED STATEMENT OF REV. ,MSGR. LAWREINCE 3. CORCORAN, SECRETARY NATIONAL
CONFERENCE OF CATHOLIC ClARITIES

'I am Msgr; Lawrence J. Corcoran, Secretary of the National Conference of
Catholic Charities. I appreciate the opportunity to present our views on some of
the key issues involved in any consideration of the Social Security program and
Welfare Reform. We address ourselves particularly to the measure that has
passed the House of Representatives and now is before this Committee on Finance
of the United States Senate, designated as H.R. 1.

This bill is a complex one, reflecting the complexities of the important questions
with which it deals. The statement which I am now presenting will touch on
some basic Social Security matters and the proposals of H.R. 1 for the Medicare-
Medicaid provisions, before comthg to the welfare program as such, to which we
wish to direct the majority of our remarks.

I. SOCIAL SECURITY

We would like to see a larger increase in Social Security benefits, especially for
those receiving the minimum amount. A 5% increase is not sufficient to keep pace
with the rise in inflation. The increase from $70.40 to $74.00 in the minimum pay-
ment is not sufficient help to those who must look to this as their primary
source of income. We would like to see at least a 10% increase.

To finance this, we would suggest that the schedule for contributions contained
in present law continue rather than be reduced, as proposed in H.R. 1. At the
same time the contribution and benefit base increase reflected in H.R. 1 might
well be put into effect.

It is heartening to see the provision in H.R. 1 that henceforth the Social
Security benefits be automatically increased in accord with the rise in the cost
of living (except when Congress had independently provided increases). This is
a wise provision and should be retained. We also urge final enactment of the
more liberal retirement test wheieby -- Soia!Lgecurity beneficiary could earn
$2,000.00 without suffering a decrease in benefits, and whereby benefits on earn-
ings about that amount would only be decreased 50%.

Ir. MEDIOARE-MEDICAID

Medicare and Medicaid have enabled many persons to receive needed medical
attention. For many, these are the only medical resources and therefore the
provisions relating to them need to be strengthened.

The extension of medical coverage to include the disabled after two years dis-
ability is very laudable and we support this.

However, the increase of Part B deductible from $50.00 to $60.00 would, in
our opinion, be an -added burden to those families already affected by the high
cost of medical care. This would also be the case if coinsurance for hospital stays
from the 31st to the 60th day is imposed.

While cost sharing under Mediea4d-does -appear to have some merit, the ques-
tion of its being a deterrent to obtaining medical care is a matter of concern.
It is very possible that persons who should be receiving such care will not do so
if a premium is required of those considered medically indigent. This same deter-
rent to care could also develop if those eligible for cash--assistance are taxed
through a deductible process. Medical care is usually not obtained as often as
is necessary when income levels are low, so that these provisions raise the fear
that needed medical attention will not be sought.
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We are opposed to limiting federal participation under Medicaid for skilled
nursing homes and extended care facilities at 105% of the previous quarter's
payments, especially in view of efforts to upgrade services and facilities. The net
reduction of costs would not Justify the necessary reduction in the quality of
service provided.

We also have some question about the provision granting authority to the
Secretary of Health, Education and Welfare to compute a reasonable cot differ-
ential between the cost of skilled nursing home services and the cost of inter-
mediate care facilities as a disincentive to prolonged stays. It -is important to re-
member that it may be significantly costly to maintain a person on an ambulatory
level in an intermediate care facility. This cost may be comparable to that of a
skilled nursing home. We would favor very strongly the inclusion of optional
coverage of intermediate care facilities under Medicaid. We see the need for in-
termediate care facilities but recognize that it cari be costly.

We agree that advance approval for the use of extended care facilities and
home health services would be a good idea. This could eliminate retroactive
denials which have created so many problems.

We oppose very strongly the removal of the requirements for social services
in extended care facilities. Social components of care need to be stressed, not
denied. We would also question the permanent waiver for a nursing home ad-
ministrator. This would tend to weaken the licensure regulations already promul-
gated.

III. PuBnLI WELFARE PROGRAM
A. Adult Categories

We readily support the formation of a single program for the needy aged, blind
and disabled to replace the presently existing three categorical programs. The
needs of these persons are relatively stable, readily identifiable and likely to
continue. Even more, the causes of their indigency are easily recognized and
understood by others, and therefore their need is more readily accepted. These
needs can be met by a single simple program which minimizes administrative
complexities. The basic questions have to do with determination of eligbility,
equality of treatment throughout the country and the delivery of financial assist-
ance to recipients.

This rightly should be a Federal program, therefore, as proposed by H.R. 1.
The administration of it by the Social Security Administration should provide
the same efficiency as marks the operation of the OASDI program. These im-
provements are welcome. We are particularly pleased to note that assistance
Is not calculated in a person's income. Some organizations assist needy individ-
uals on occasion, and it is disheartening to have this aid subtracted from the
person's meager welfare grant.

B. Family Programs
The concept of the repeal of the present Aid to Families with Dependent Chil-

dren program, and the substitutionof a new plan "to prevent the collapse of a
basic function of government, assisting its poorer citizens to a better life" (Re
port of the House Ways and Means Committee on H.R. 1) is a valid one. The
new plan is to erect two new structures: the Opportunities for Families program
and the Family Assistance Plan. While these new programs have many good pro-
visions, they also, as now proposed, manifest some very definite deficiencies which
can and should be corrected.

An overall deficiency is the discrimination in these programs against individ-
uals and childless couples. The needs of these persons can be as pressing and dis-
tresssing as those of families with children. The benefits of the Opportunities
for Families program and the Family Assistance Plan should be extended to
individuals and childless couples.

1. Opportunities for Families:
The Opportunities for Families program provides a system of manpower serv-

ices, training and employment for those applicants for public financial assist-
ance whom the Secretary of Health, Education and Welfare find to be avail-
able for employment. Immediately one is led to question why this should simply
be a part of a welfare system. If it has value, and indeed it should have, it
should be helpful to many persons other than those applying for welfare as-
sistance. In this country we never have achieved zero unemployment. "Full
employment" IS calculated at 4% unemployment rate, and presently this index
stands at 60%. In addition, the fluctuation of need for work skills in a society
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subject to strong technological change creates a special place for training and
retraining programs. Thus there always will be employable individuals actively
seeking employment or standing in need of work training.

In view of this situation, there should be an extensive well-balanced and
highly proficient system of manpower services, training and employment oppor-
tunities for all employable persons who are unemployed, underemployed, or in
need of training. It should not be a part of the welfare program but be an in-
tegral part of our total economic system. Applicants for, or recipients of public
family assistance could be referred to this program If employable. It could be
used by others, however, and therefore should be available to all citizens.

This employment system, including the provision of public service employ-
ment, should become a system In its own right, along with the educational system,
the health system, and other programs contributing to Individual and social
development, and providing opportunities for a fuller and more human existence.

In this type of system, manpower services as such (e.g., those described In
Section 2114(b) (2) and (8) of H.R. 1) should be developed and operated under
the Secretary of Labor. Child care and other supportive services (e.g., those de-
scribed in Section 112 of H.R. 1) should be the responsibility of the Department
of Health, Education and Welfare and not duplicated in the Department of
Labor. Persons enrolled In the employment system should be referred to these
services when in need of them. Not all of them should be operated even by the
Secretary of Health, Education and Welfare, but use should be made of existing
facilities and programs, both public and private non-profit ones. This can be
done under the direction of the Secretary of Health, Education and Welfare,
and through him on a contractual or purchase of service basis. This would retain
the valuable public-private partnership which exists in the field of social welfare.

Whatever the particular character of a manpower program, It Is essential that
Jobs be provided. It is useless to- provide work training for people if there is no
work for them upon completion of training. Others, not In need of training, do
have need of Jobs. The public service employment program described In Section
2114 of H.R. 1 gives promise of filling the need which we recognize and should
be enacted. It should receive greater funding allocaflon than provided therein.
The manpower services, training and supportive services should be allocated $1
billion, and the public service employment program at least an equal amount.

We take strong exception to the provisions in H.R. 1 that mothers of children
under three years of age should be classified as available for work. All mothers
of pre-school children should be exempted from this classification.

2. Family Assistance Plan:
The Family Assistance Plan actually has two basic components: a financial

assistance program and a service program. In H.R. 1 there Is what has been de-
scribed as a "single payments system," yet both the Secretary of Labor and the
Secretary of Health, Education and Welfare are designated as being involved In
the determination of benefits and the payment of benefits. There should be a single
payments system, lodged with the Secretary-of Health, Education and Welfare,
and drawing heavily upon the experience of- the Social Security Administration.
Part of this system should be the acceptance and screening of applications for
cash assistance, determination of eligibility based on need, determination of
services needed (e.g., health, employment, social services, etc.) and referral to
appropriate providers of service. The basic concept is that there be an Identifiable,
available resource to which persons can apply who are truly in need of public
financial assistance. The cause or causes of this need can be manifold (health, un-
employment, lack of education, etc.) and provision should be made to address
these causes. This effort, however, requires a different program, not to be con-
fused with the provision of financial assistance and the kind of a program
necessary to provide that assistance.

We heartily agree that the Family Assistance Plan should be a Federal one.
There should be Federal standards and Federal administration-to assure a
basic equality throughout the country, as well as remove a huge burden from
the States.

The benefit level of the financial assistance program should be higher than
that provided In H.R. 1. The minimum floor of assistance should be the poverty
level. It Is completely unacceptable in a civilized society to condemn an Individual
or a family to the kind of existence that must be endured if their Income Is below
the poverty level. We cannot justify our action if, acknowledging that a person
ts legitimately In need, we then say that he must live a life that is less than
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human. This provision of II.R. 1 must be changed to make it conform to the value
we claim to place on human life.

If the Federal basic floor of financial assistance is placed at an ac(eeptable
level (the poverty level or above), then State supplenmentation should be manda-
tory to assure that needy individuals and families would receive an adequate
grant, one which would lift them above the poverty level. There should be Federal
administration of any such State sul)plementation.

Likewise, the exclusion of families eligible for benefits under the assistance
)rograms from participation in the food stamp program is unrealistic if the
benefit grants are placed at the low level of H.R. 1 provsions. if they are raised
to the poverty level, as they should be, then exclusion of these families would ie
understandable. Until that point is reached, however, these families should be
eligible for food stamps.

The type of work incentive incorporated in the provisions of Il.R. 1 Is strongly
recommended, whereby a person can retain the first $720.00 per year of regularly
earned income, plus one-third of the remainder. The other income exclusions
contained in H.R. 1 should be a part of any Family Assistapce Plan. We especially
note here once again, the assistance based on need provided by public or private
non-proflt agencies is excluded from income, a provision which we sullport. The
idea of a cash advance of $100.00 in emergency situations is a helpful provision
also.

The other component of the Family Assistance Program has to tjo with services.
These, too, can and should be manifold: child care, family counselling, vocational
rehabilitation, foster care, day care, and other services. These services should be
calculated to enable families and individuals to function as fully human persons
to the extent of their capabilities. It should be a flexible system which is orga-
nized by the Secretary of Health, Education ain( Welfare, using exIsting facilities
and programs, and relying on the resources of both the public and private non-
profit sectors..

In H.R. 1, the range of services-provided is very broad, which is necek,-ary
considering the multiple needs of individuals which the program must seek to
alleviate. In addition to services as such, there are other provisions in this bill
that are greatly needed, such as allocations for the construction and renovation
of child care facilities. This is particularly applicable to day care facilities. For
the success of any employment 1)rograin, an increased number of day care units
is needed. These will not be forthcoming unless there is assistance for construe-
tion or renovation of facilities.

There is a definite provision in II.R. 1 for administrative seI)aration of the
determination of eligibility for financial assistance and tme provision of social
services. We support this. It can be or lead to the clearly distinct programs of cash
assistance and service, which we have mentioned above.

Finally, we wish to support the provision of local advisory committees to help
evaluate the programs aimed at making persons self-supporting. This type of
citizen participation should be advocated strongly, more strongly than in I-I.R. 1.
It keeps the programs closer to the people and develops an interested group
who can Interpret the program broadly among the population.

IV. CONCLUSION

I repeat our appreciation for the opportunity to appear before this distinguished
Committee on Finance. We respect the important work which you and the other
members are doing to provide assistance for the needy and justice for the poor.
Much of the hope of the disadvantaged Is in your hands. You have the power to
enhance the human condition and to provide the type of structures in our nation
which will not destroy human dignity but enable it to reach its full structure.
Basically, yours is not a work of providing largess, but of assuring justice and
the fulfillment of human rights. This is the objective of welfare reform. We
applaud your efforts to achieve it, and pledge our own cooperation to achieve
this goal.

The CT1A1RfA-,. The next witness will be MI's. Donald Brown, na-
tional board member of the National Council of Jewish Women, ac-
companied by Mrs. Bernard Koteen, chairman of the day care
committee.
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STATEMENT OF MRS. DONALD BROWN, NATIONAL BOARD MEMBER,
NATIONAL COUNCIL OF JEWISH WOMEN, ACCOMPANIED BY MRS.
BERNARD KOTEEN, CHAIRMAN, DAY CARE COMMITTEE

Mr's. BROWN. Thank you, Mr. Chairman. I amn Mrs. Brown and this
is Mrs. Koteen on my right.

We appreciate the opportunity of expressing our views on this issue,
particularly since our organization for many years since its inception
has been concerned with the problems of poverty, and we are committed
to our resolutions to work for a program of income maintenance and
supportive services which uphold te rights and dignities of recipients
and provides at least a minimum national standarcfof living for every
individual.

We agree in principle with the basic goals of I1.R. 1, and of the
Ribiooff amendment but we have serious reservations about both, par-
ticularly about H.R. 1, and the bulk of our testimony, of the first part
of our testimony, is devoted to these particular concerns and to our
ultimate recommendations.

I will not read these recommendations since they are in the text, and
since they have been enunciated by many of the Vitnesses today. But I
will indicate they deal with the-paymen levels, the State supplementa-
tion, fiscal relief, work incentives, eligibility, and administration.

I will devote most of this to the child care services, if I may, because
it is an area in which we have particular expertise.

The development of child care services has been of prime concern to
our organization for many years. At least 130 of our sections across
the country are presently pr-oviding day care services or conducting
other programs to help to meet day care needs.

Presently, the National Council'of Jewish Women is about to publish
the results of a national survey on day care in a book which will be
entitled "Windows on Day Care." This survey is being directed by
Mfary I)ublin Keyserling, who is the former Director of the Women's
Bureau of the IT.S. Department of Labor.

We embarked upon this study to help tell the story of day care needs
and how they are being met in a large number of representtaive Ameri-
can communities. Our volunteers conducted many hundreds of inter-
views with mothers, day care leaders and officials, and providers of day
services. We visited family and group day care homes and centers
caring for a large and representative sample of all children now en-
rolled in such facilities. Everywhere survey participants found mount-
ing-concern with what can only be called a day care crisis.

All sections reported on their many interviews, and they found in
the majority of the cases a number of mothers working alone, living
on public assistance and who wished to work and who wished to have
training but were thwarted in this ambition because they were unable
to obtain satisfactory child care.

In vetoing the Clhild Care and Development Act of 1971, President
Nixon stated that: "* * * neither the immediate need nor the desir-
ability of a national child development program of this character has
been demonstrated."

Quite to the contrary, our national survey indicates that the need
is overwhelming in all parts of the country and is not being met.
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We have cited, and I will not read every one of these examples, a
number of cities which we have taken out of our survey. Albany, At-
lanta, Chicago, Los Angeles, Cleveland, Pittsburgh, and Sacramento,
and in each one of these particular cases lifted from the survey, I can
conclude that no more than 10 percent and in most cases less than 10
percent of the needs are being serviced by existing day care services,
child care services.

I can give you, I will give you, as an example just Albany, which
says:

According to a report of the Day Oare Study Committee, appointed by the
mayor, "Over 4,000 children under the age of 6 whose mothers work are in need
of day care. There were full day care facilities available for only 300."

This story is repeated in most of the cities in the country, which we
covered in our survey.

The National Council of Jewish Women feels very strongly that
public funds should not be allocated to profitmaking vendors of day
care services. Our survey investigators found that the standards in
a large percentage of the proprietary centers are extremely poor.
Personnel, by andlarge, is not professionally trained. Parental partic-
ipation is at a minimum. Some centers actually discriminate against
minority children. At the same time, fees charged in proprietary
centers are, on the average, higher than those charged in nonprofit
centers.

As to day care homes, it is estimated that in the Nation as a whole,
as many as 2 million children are cared for in the homes of relatives,
neighbors, and others while their mothers are away at work. Fewer
than 5 percent of these homes are licensed or supervised. More than
half of the homes investigated by our investigators were purely custo-
dial in nature, and an additional 10 percent were abominable. It
was some of these homes which provided the worst horror stories en-
countered, and we cite in the bulk of our testimony one of these
horror studies for your edification.

I am only giving you a thumbnail sketch of the many important
things we found in our inquiry. However, our report will be in print
very soon and does tell the story in detail, and we shall be happy
to submit a copy for the committee's information as soon as it is avail-
able.

The data that were produced by our survey indicates that quality
day care, which can help children to develop to their full poteritialf,
is not too frequently encountered, and vigorous action at the national,
State, and local levels on behalf of children must be undertaken. Legis-
lation to provide care for children must include:

1. Well-defined standards not lower than those of the interagency
requirements of 1968.

2. Parental involvement in development of programs.
3. Opportunities for socioeconomic mix among enrollees in day care

facilities.
4. Funds for training of child care personnel.
5. Funds for construction of facilities.
6. Allocation of funds to public -and private nonprofit agencies

only.
7. Full subsidization of quality care for children of low-income fami-

lies, and partial subsidization, on a sliding scale, for children whose
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families are above the poverty level, but not able to afford the full
costs of care.

We urge your committee to consider these recommendations very
seriously in the day care, in the child services, area of the welfare
bill, and to consider the welfare reform recommeAdations which we
have included in the rest of our testimony. We sincerely hope that
our Government will persist in its commitments to assist the dis-
advantaged, while simultaneously intensifying its efforts to eliminate
the root causes of poverty. Thank you.

The CHAnUMAN. Thank you very much.
Mrs. BitowN. I would like to mention that attached to our testimony

is a topical statement on welfare reform, which was put out by the
executive committee of the National Council of Jewish Women when
they met in executive session in New York on the 17th of January. of
this year, and it was for the attention of the Congress concerning
welfare reform.

The CHAnIMAN. Thank you very much, Mrs. Brown and Mrs.
Koteen.

Senator BNzzwr. Mr. Chairman, I am very interested in the com-
ment of the witness about the variety of investment in services that
her group visualizes should be required to provide adequate day care,
and I suggest that our staff see whether information is available as
to the total cost, not only for investment but for operating, to provide
day care services to all the children of working mothers. I think it
would make the $120 billion cost of the high level proposals; I think
it would scare that one.

I don't mean that, of course, it is not going to cost $120 billion,
but I think if we are going to have top level day care centers built
in sufficient number to take care of alf of the children of working

- mothers, we will find an investment the Federal Government just
can't carry.

Mrs KX m. May I comment on that, Senator. We feel very
strongly that the first priority in any Federal program must go to
the children of the poor in this country, and we don t anticipate that
in the immediately foreseeable future we are going to be able to pro-
vide good child care service for every child of every working mother,
nor do we believe that that will be necessary, and we do believe that
women who work are capable to a greater or lesser degree of supply-
ing the funds necessary for their own children's care. But we do
know that there are today 21/ million children of poor women who
are not even part of the working force. We know there is legislation
now to try to get them trained and into jobs, and we know we are
going to have to supply some care for them.

We would hope that this care, if we are taking the responsibility
of saying that the Government is going to supply care, we would
very mueh hope that this care would be more than the custodial care
that we have seen, and worse.

The CHuAIMAN. I do not want to prolong this, but I do want your
reaction.

What is the most we have been able to spend a year on day care
for the work incentive program I We have provided more money than
we could get anybody to spend effectively for day care up to now.
The most we could prevail -upon somebody to spend in a day care
program was $29 million in the highest year. We have provided a
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lot more than that in tvr'ms of appropriations. The difficulty is some
people get so ambitious about the matter and that they have to have
such elaborate proposals and they won't settle for anything less, with
the result that we wind up with zero. Incidentally, the same thing is
true of this bill.

Here are all these good things in this that passed the Senate unani-
mously more than a year ago, and wi, are still fighting about it because
one item, nothing can happen unless someone gets his way on that.
And then here we. iave the day care matter where we have some of
our friends who oppose what we put in, we want to establish a eor-
poration to concentrate on day care, and get something moving with
some good people to consolidate the efforts. What is your reaction to
this thing? Do you really think you must necessarily get to heaven the
first leap, or are you willing to make a few strides at it?

M S. KOTEEN. No, sir. Our proposals will inilicate that we certainly
expectthis to be. a gradual process. We couldn't possibly, we couldn't
spend $2 billion, we could not spend $4 billion or $40 billion very
quickly in any sense of the world.

W1e do hope that the money that is, that will be, appropriated will
go toward, will go in the area, in the direction of centers rather than
homes, day care by neighbors.

The problem has been with so many of these women we found, the
ones we have talked to, the ones who want to go to work, they know
that there is a little. money available to pay for day care, but they
simply cannot find it. They just can't find it where they need it and
at the hours they need it. These women work summers and they work
holidays and they work nights, and they haven't been able to find it,
and we hope it will go in the direction of providing more centers;
center care is the thing..

Mrs. BnowN. May I add something from a general point, of view,
because I am not lhe day care expert on this as Mrs. Koteen very
obviously is, but a broader one.

My feelings would be in terms of money. As you say, whatever
money and however gradually it is put into the philosophy of day
care services for working mothers, that as you are establishing national
policy in the day care field, and in the child care development field,
that you would want to establish it with a set of standards which will
be worked up from, which will be an example to work up from, rather
than because of lack of money policy having more inefficient or cus-
todial or, you know, home-type services day care.

The CHAI RAN. The difficulty is that the standards are the reason
the money can't be spent the vay it is now. These cities have building
code standards so high that standards that were used to construct this
office building by wouldn't be adequate, and then in first one respect
and another, people require so much that they wind up with zero, and
that seems to me sort of a ridiculous way to do it. You ought to get the
best you can and then move on from there, I would think.

But we will provide a lot more money, you can count on that. I just
hope that you find some way to get it spent.

Thank you very much, ladies.
(Statement of National Council of Jewish Women, Inc., presented

by Mrs. Donald Brown, member of the national board, follows:)
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STATEMENT or NATIONAL COUNCIL OF TEWXSII WOMEN, INC., PRESENTED DI
MRs. DONALD BROWN, MEMBER OF THE NATIONAL BOARD

My name is Doreen Brown. I am a member of the National Board of the Na-
tional Council of Jewish Women, an organization established in 1893 and with a
membership of over 100,000 in local sections throughout the United states. Since
its Inception. the Council has been concerned with eliminating the barriers to a
healthy society created by poverty, and has often reiterated its philosophy that
our democratic society must give priority to programs which meet the economic,
social and physical needs of all the people. Our memlbershil) has reinforced its
commitment by endorsing the following resolution: "To work for a progrant
of income maintenance and supportive services which upholds the rights and
dignity of recipients and provides at least the minimum national standard of
living for every individual."

For these reasons, we appreciate the opportunity to express our views on the
Social Security Amendments of 1971 as embodied in HR 1 and in the prolsals
recently introduced in the Senate by Senator Ribicoff and others, known as
Amendment No. 551.

There i no need for us to restate, at this time, the case for the need for reforms
in the existing welfare program. However. we would like to emphasize the liii-
mediacy of this need and express our hope that both consideration and implemen-
tation of this legislation will be given the highest priority I)y the Congress.

The National Council of Jewish Women agrees in principle with the basic goals
of HIt 1 and the Ribicoff amendments. In both cases, there are some aspects
which are an admitted improvement over the Fanmily Assistance Act of 1970
(HR 16311). However, we have serious reservations about certain specifics of
HIt 1 particularly. I will limit my comments to these particular concerns and
include our organization's alternate recommendations.

A. PAYMENT LEVEL

1. HR 1 provides for a permanent federal payment level of $2400 for a family
of four. Senator Ribicoff l)roposes an initial payment level of $3,000 with yearly
increases, so that no recipient would receive less than the poverty level by 1976.
Thin level would be adjusted for rises in the cost of living. We would recommend
that -this initial federal payment be raised to the officially established poverty
level, with incrempents relevant to cost of living changes.

Recently, we subscribed to a joint statement sponsored by a group of organiza-
tions concerned with welfare reform, which states that tihe minimum Federal
l)aynient for a family of four should be $3.900. However, we would further
recommend that the Federal payment standard be increased by 10% yearly
until the level of $4,800 is reached. The bill should call for periodic revision of
the poverty definition thereafter in the light of subsequent price rises and
general income advances. We suggest the $4,800 figure because it conforms to a
more realistic definition of poverty for a family of four, with all necessary
adjustments.

2. The Ril)icoff proposal guarantees that no beneficiary would receive less than
he or she Is now receiving, while HR 1 offers no such protection; since it contains
no requirement for the states to maintain present efforts. We agree, in this
instance, with Senator Ribieoff and urge that the bill require the states to
continue their payments, so thht combined Federal-State assistance would not be
lower than present state benefit levels when the Act becomes effective.

B. STATE SUPPLEMENTATION

IIR 1 does not have any requirements or Incentives for the states to maintain
their current cash payments or add the cash value of food stamps. Supplemen-
tation would be optional and there is a distinct possibility that supplementation
would be reduced. Several states have already done so. The Ribicoff amendment
requires that states whose welfare payment plus food stamp benefits presently
exceed the income levels set by the bill must make supplemental payments.
The Federal government would pay 30% of these supplements. This latter
proposal is in line with the National Council of Jewish Women's position in
support of a variable formula for Federal matching of state supplements and
the requirement that all states attain -a specified minimum level of supplementa-
tion until Federal assumption of full responsibility.
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0. STATE FISCAL RELIF

HR 1 offers the states the option, through the "hold harmless" clause, for
Federal administration of state supplementation and absorption of the cost
Involved by the Federal government. The Ribicoff proposal goes further and
recommends that over the next five years no state would pay more than its

calendar 1971 public assistance costs. Thus by 1976, the welfare program would
be fully federalized. Both approaches are a step forward in increasing the role
of the Federal government. We are in favor of this as, for several years, we
have advocated a complete Federalizing of the Welfare Program with uniform
standards.

D. WORK INCENTIVES

1. We are grealty concerned that Congress in the last session adopted the
mandatory work requirement provisions of HR 1. We urge your Committee to
repeal these provisions because we believe that such a requirement is not neces-
sary for either men or women. Evidence has shown that most women welfare
recipients would take employment voluntarily rather than stay at home, were
Jobs and child care facilities available. Furthermore, a recent HEW Public
Assistance census indicates that fewer than 50,000 employable men were on the
welfare rolls at the time of the census. We believe that no recipient should
undergo training unless suitable child care and a suitable job following training
were available.

2. The Ribiceff amendments provide for the creation of at least 800,000 public
service Jobs as opposed to 200,000 provided by ER 1. Our organization supports
the concept of Job creation programs, and we have recommended that the Federal
Government should provide public programs to assure employment through the
provision of critically short education, health, recreation, and other essential
community facilities and services.

8. We strongly object to the provisions that recipients would be obliged to
accept Jobs at wages as low as three quarters of the federal minimum wage, and
we support a provision that all Job referrals would have to be at the prevailing
wage rate but in no case lower than the federal minimum wage. It is our opinion
that no federal legislation should encourage, and certainly not mandate, working
at starvation wages.

M. ELIGIBILITY AND ADMINISTRATION

1. In general we prefer the Ribicoff provisions for eligibility to those embodied
in HR 1. We are particularly concerned with the HR 1 clause which would
allow the states to retain residency requirements. The National Council of
Jewish Women has advocated the elimination of this requirement for quite some
time and strongly supports the Supreme Court decision which declared this
requirement unconstitutional. We participated in organizing a campaign in sup-
port of an action by HEW to use the simple declaratory method for determining
eligibility, in keeping with our resolution that the rights and dignity of welfare
recipients must be upheld. We would urge the use of this method in the reformed
welfare program.

2. The Ribicoff amendments would extend coverage to childless couples and
single persons, two groups deemed ineligible for welfare in HR 1. The National
Council of Jewish Women would support this extension of coverage, as we be-
lieve that an income floor is a universal need and should be extended to all poor
now excluded in HR 1.

Ohld Care Servi oes
The development of child care services has been of prime concern to our orga-

nization for many years. At least 130 of our Sections across the country are
presently providing day care services or conducting other programs to help to
meet day care needs. Now the National Council of Jewish Women 15 about to
publish the results of our national survey on day care in a book entitled "Widows
on Day Care".

We embarked upon the national study to help tell the story of day care needs
and how they *V*bIng met in a large number of representative American com-
munities. Our volunteers conducted many hundreds of interviews with mothers,
day care-leaders and officials, and providers of day services. We visited family
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and group day care homes and centers caring for a large and representative sam-
ple of all children now enrolled in such facilities. Everywhere survey participants
found concern with what can only be called a day care crisis. All Sections told of
mothers who had to -work to support their families to improve family income
but who worried all day LlQng about what was happening to their children.

Most of our local sections reported talks with mothers alone, living on public
assistance and yearning for work or training, but thwarted in this ambition be-
cause they were unable to obtain satisfactory child care.

Need. for Services
In vetoing the Child Care and Development Act of 19 1 President Nixon stated

that: ". .. neither the immediate need nor the desirability of a national child
development program of this characters has been demonstrated."

Our survey indicates that the need is overwhelming In all parts of the country.
Let us cite Just a few excerpts from the reports of our survey investigators:

Albany.-According to a report of the Day Care Study Committee, appointed
by the Mayor, "over four thousands children under the age of six whose mothers
work are in need of day care. There were full day care facilities available for
only three hundred.

Atlanta.-"Only about ten percent of the city's poverty children are being
provided day care."

Ch~ago.-"A Health and Welfare Council survey found that seven hundred
children less than six years of age were without day-time supervision while their
mothers worked; fifteen thousand latchkey children aged six to thirteen were on
their own, desperately in need of after school care. In one community there is
room in existing facilities for a mere sixty-two children. . -there is need for day
care services for three thousand...."

Los Angeles.-"Head start day care is meeting less than ten percent of the
need for this specific service, based on community identified needs.., all day care
centers have fantastic waiting lists."

Cleveland.-A day care planning consultant to the Welfare Federation esti-
mated that only ten percent of the need for day care was being met: "It's like
looking at the top of an iceberg."

Pittsburgh.-A director of the Work Incentive Training Program (WIN) for
the county, told Council interviewers that 202 women with 258 children under

.......six could not be placed in the WIN program because they couldn't find adequate
day care facilities.., and said a mother who chaired a parents' committee of a
Community Action program center caring for children of mothers in Job training:
"Day care is all that these WIN mothers have going for them. Without it, they'd
be up the river. Now that they are finally independent, they don't want to go back
on welfare. I only wish that there were more day care facilities."

Sacramento.-"Licensed homes and centers are serving less than ten percent
of total community needs."
Public funds to profit-making vendors of services

The National Council of Jewish Women feels very strongly that public funds
should not be allocated to profit-making vendors of day care services. Our survey
Investigators found that the standards in a large percentage of the proprietary
centers are extremely poor. Personnel, by and large is not professionally trained.
Parental participation is at a minimum. Some centers actually discriminate
against minority children. At the same time fees charged in proprietary centers
are, on the average, higher than those charged in non-profit centers.

A survey participant commented on a proprietary center she had visited in
which 85 children were enrolled. At the time of her visit two children, aged 10
and 12, were in charge, with no adult in sight. Said the Council member: "This
center should be closed. Absolutely filthy. Toilets not flushed and smelly. Broken
equipment and doors. Broken windows, broken chairs and tables. No indoor play
equipment. One paper towel used to wipe the faces and hands of all children.
Kitchen very, very dirty." ... And for this, the typical fee was $25.00 a week,
with some families paying as much a -$4O5-ro

According to our Survey report, thnon-profit centers presented, on the whole,
a more encouraging picture. A large majority of non-profit programs charged a
fiat fee of $14.00 a week. A few scaled their fees from nominal amounts upward,
according to the income of parents.
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Qualifications of directors of non-profit centers were far higher than those who
headed centers under proprietary auspices. Salaries paid were far better In nioni-
profit than proprietary centers, both for professional i)ersonnel and aides.

Day care homes
It is estimated that in the nation as a whole as many as 2 million children are

cared for in the homes of relatives, neighbors and others while their mothers are
away at work. Fewer than five percent of these hones are licensed or supervised.
Council members visited many homes. At best they occasionally offer care equal
to that available in superior centers, but more than half visited were plurely
custodial in nature. and an additional ten percent were abominable. It was some
of these homes which provided the worst horror stories encountered.

Let me cite one description taken from a Section report:
"When Mrs. - opened the door tor us, we felt there were probalfly very few,

if any, children in the house, because of the quiet. It was quite a shock, therefore,
to discover about seven or eight children, one year old or under, in the kitchen;
a few of them were in high-clhairs, but most were strapped to kitchen chairs, all
seemingly in a stupor.

"It wasn't until we were in the kitchen that we heard the noise coming from
the basement. There we found over twenty children huddled In a too-suiall,
poorly ventilated, cement floor area. A TV with an apparently bad picture tube
was their only source of entertainment or stimulation.

"When we went to look at the back yard, we passed through a porch, wlre we
discovered, again, children and more children. The children were literally unler
our feet. Pathetically enough, it was necessary for Mrs. - to reprimand one
child for stepping on another.

"Mrs. - takes care of two mailies-six children-whom the Bureau of
Children's Services subsidizes. The other children (41, for a total of 47 children)
she takes care of independently, receiving two dollars per day per child. She told
us that she has been doing this for twenty years and seemed quite proud to b'e
able to manage as well alone, with no help."

In the brief period I have today I can give you only a thunbnail sketch of a
very few of the many very important things we found out through our inquiry.
Our report which will soon be in print will tell the story in detail. We shall be
happy to submit a copy for the Committee's information.

Recommendations
Thie data produced by our survey indicates that quality day care, which can

help children to develop to their full potential. is not too frequently encountered,
-and vigorous action at the national, state-and local levels on behalf of children
must be undertaken. Legislation to provide care for children must include:

1. Well defined standards not lower than those of the Inter-Agency require-
ments of 1968.

2. Parental involvement in development of programs.
3. Opportunities for soclo-economic mix among enrollees in day care

facilities.
4. Funds for training of child care personnel.
5. Funds for construction of facilities.
6. Allocation of funds to public and private noin-profit agencies only.
7. Full subsidization of quality care for children of low income families'

and partial subsidization, on a sliding scale, for children whose families are
above the poverty level, but not able to afford the full costs of care.

I have not commented on all of the provisions of I-R 1 and the Ribicoff amend-
ments bfit have referred only to the ones in which we felt there were the most
serious deficiencies. We urge your Committee to correct sone of the most glaring
injustices and weaknesses embodied in the present program. We sincerely hope
that our government will persist in its commitment to assist the disadvantaged,
while, simultaneously, intensifying its efforts to eliminate the root causes of
poverty.

Thank you for the opportunity of appearing before you.

NATIONAL COIU.cIL OF TEWISH WOMEN. INC.,
New York, N.Y., January 17, 1972.
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TOPICAL STATEMENT-WELFARE REFORM

The National Council of Jewish Women calls iipon the Congress to make its
first Item of business in the next session adoption of a genuine welfare system
which will allow this nation to meet its responsibility to the poor.

The National Councll of Jewish Women deplores the delay In bringing order
out of the thaos of the American welfare system. The legislation recently adopted
Iy Congress nlandates comlpulsory work and training )rovisions for welfare re-
cipient.s, without dealing with any of the desperately needed reforms of the
systell.

The National Council of Jewish Women believes that a responsible society
lutist develol ineanls of helping its people to desire and to achieve a life of dignity.

These are the e.sentials of a prograin to meet such objectives:
1. Federalization of the program as quickly as transfer of administration

front the states can be accomnlisllhed.
2. nilform national standards of eligibility.
3. ('overage to all of the loor, including childless couples and single

p persons.
4. Income maintenance benefits at no less than the officially established

poverty level.
5. A work incentive program which would motivate but not compel en-

rollinent for training and employment and which would provide al)propriate
job oplortunitless at no less than the Federal ininmm wage upon comiple-
tion of training.

6. Creation of public service jobs to provide needed employment.
. comprehensiveve quality care available to the children of all working

ninothiers.
8. Protection and respect for the rights and dignity of welfare recipients.

Each day's delay in adopting these reforms exacts a toll of our nation's dis-
advantaged and of our total society that cannot be measured. We urge the Con-
gress to act fow.

The CIAIR M AN. All right. Now the next witness will be Mr. John J.
K.eppler, vice president of the Federation of Protestant Welfare Agen-
(IeS.

STATEMENT OF JOHN J. KEPPLER, EXECUTIVE VICE PRESIDENT,
FEDERATION OF PROTESTANT WELFARE AGENCIES OF NEW
YORK, ACCOMPANIED BY SAMUEL FELDER, CONSULTANT

Mr. iK rvILE. Mr. Chairman, I would like to have your permission
to have Mr. Samuel Felder accompany me. Mr. Felder is our public
social policy consultant in the federation, formerly counsel to the New
York (ity :I)epartment of Welfare, where I was hirst deputy commis-
sioner 4 years. The two of us have, jointly between us have,. about 50
years of service in public welfare administration and we will be glad
to respond to any questions you may have.

You have our statement. I will be brief. The statement itself is brief.
We wrestled all last spring and summer and fall with H.R. 1, and

finally came out with the belief and with the position similar to the
one you just enunciated. We could live with many of the provisions of
this bill. and so our federation, representing its 280 member agencies
in the Greater New York area, strongly urges the enactment of the
basic innovative and desirable features of H.R. 1.

The bill has many serious deficiencies, ones which we find difficult
to live with. On the other hand, it has many strengths, many advan-
tages, and these we look upon with favor, and w3 urge their adoption.

We think that if the bill is adopted, that the Ribicoff amendments
would go far to alleviate some of the deficiencies.
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We listened this morning with much interest to the discussion, and
particularly to the discussion, about the pilot program which we did
not. of course, discuss back in the federation, but we would want you
to know that Mr. Fielder and I, speaking for ourselves, would urge this
upon you. It does present some problems depending upon how youmounted the pilot projects, but, for example, you might be supile-
menting the working poor, and when the project indeed, the pilot
project, and if you decided not to continue, you might have some prob-
lems with drawing that supplementation.

The same thing with the Federal floor, if that were adopted in some
areas.

But nevertheless, these are factors that are easy to put your finger
on, and we think that it would be possible in a broad spread area, one
that would be representative of districts of the country at large that
you could try a project that would point out many of the weaknesses
and inadequacies, and, I think help many of us who are stumbling over
these problem areas in the proposed legislation, to overcome them.

The CTAJRINIAN. I realize you might thave some problems of that sort,
but some of my colleagues are not too enthusiastic about using New
York for a pilot program because it is one of the largest welfare States
in the Union. It does not too much bother me if that might be a good
place to test it. You have Nelson Rockefeller, who served down here
with President Eisenhower, in the Department of Health, Education,
and Welfare. He had a lot of experience here in Washington, and he
has been consulted and understands what the family assistance plan is.

If New York wanted to be a State where the program would be
tested I wouldn't find it objectionable as far as this Senator is con-
cerned although you could test a lot cheaper in Maryland or in the
District of Columbia. I would think that if we run the pilot program
test that we would, in good faith, try to hold you harmless when the
program came to an end, if it did, and I would think if it didn't suc-
ceed, it would be supplanted by something that we would hope would
be better and not something that would be worse.

Some of us, and I am one, would like to see a test also made of the,
what I regard as the work approach where you would pay people to
work and simply say that if they are able to work, they wouldn't be
eligible for the welfare payments.

But, we will try to work something out, and I do think that you
are to be commended for having your ears open and hearing the direc-
tion of the way things seem to be going and giving us your views on
it as you have. thank you.

Mr. Fvw1zn. Mr. Chairman, may I just add one brief comment
with respect to the pilot program. As I understood Senator Ribicoff
this morning, the idea of the pilot program is to see whether admin-
istratively it is possible to make this welfare reform program work
in the first instance, and it seems to me in order to really do that in a
meaningful way, at least one of the areas in which the program is
tested should be an-area which presents a broad spectrum of the ad-
ministrative problems that you may be expected to encounter, and it
would seem to me, although I have no particular brief for selecting
New York City as one of the areas, you might select another large
city, but 1I would respectfully suggest that at least one of the areas
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that is selected is a large city, with a broad spectrum of the problems
that might be encountered, because this is the only way in which we
would truly know whether administratively it is possible to make this
program work.

The CHAIRMAN. One suggestion might be to try it in the District
of Columbia and the State of Maryland, that is right here where we
can all take a look at it, neutral territory, you might say.

Mr. FFLDER. As long as you have an area where you know you have
a broad cross-section of the problems you may encounter.

The- CHAIRMAN. Yes, sir.
Senator BENN-r. Mr. Chairman, just two comments. If we go the

pilot way then we postpne the fiid-'solhtion for every State that
isn't involved in the pilot program for the length of the time we
study the pilot program. Are we going to have a pilot program to
test the administration or are we going to have a pilot program to
test the program. If all we are going to do is pass the program, and
then set up several patterns of administration and test them against
each other, this would give me no problem. But if we are going to take
time to test the program then that puts off for years the time when
we really come to face with the problemw- -

Mr. FELDEn. But that investment Of time may be warranted by some
more assurance that the program will work. Much was said this morn-
ing about the inadequacies of medicare and medicaid, and other pro-
grams because of the lack of adequate testing before they were tried
out, and it would seem to me that the way to really test this is to estab-
lish at the outset what we are trying to prove, programwise, adminis-
tration-wise and any other problems, and then gear our pilot to these
points that we are trying to establish.

Mr. KEPPLER. We have two serious problems, one is the determina-
tion of eligibility which is still a great problem in New York City
and New York State, and I think this is part of the testing of the
program.

The other part is that nobody seems to know how much this is going
to cost, and I was dismayed to hear that it might cost $25 billion but

.I am hearing today figures even higher than that.
Senator BENNETt. If you add the Ribicoff figures the estimate is $40

billion. If we go up to the Ribicoff level, and if you go up to the low-
income level which in New York is $7,800, it will go up above a hun-
dred billion dollars per year.

Mr. KEPPLR. When we get that far we are almost ready to talk
about a negative income tax or chilTren's allowance. As a matter of
fact, we could afford both.

Senator BENNFTr. If you get up that far welfare is taking far more
than half of the total Federal income, and I am not sure the taxpay-
ers will add another hundred billion dollars to their present tax
burden.

The CHAMMAiN. Thank you, gentlemen.
Mr. KEPPLER. Thank you.
(Statement of Federation of Protestant Welfare Agencies of New

York, presented by John J. Keppler, and a communication subse-
quently received by the committee from Mr. Keppler follows:)

72-573-72-pt. 4-0
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STATEMENT OF FEDERATION OF PROTESTANT WELFARE AGENCIES OF NEW YORK,
PRESENTED BY JOIN KEPPLER, EXECUTIVE VICE PRESIDENT

Gentlemen: My name is John J. Keppler and I am the Executive Vice Presidentof the Federation of Protestant Welfare Agencies of New York whose 280 mere-
ber agencies serve over one and-a-half million people In the metropolitan area.
On behalf of the Federation, I wish to thank you for this opportunity of pre-
senting our views on this most essential legislation.

We strongly urge the enactment into law of the basic reform and innovative
features of H.R. 1. Even though the bill contains certain weaknesses, the posi-
tive principles reflected therein so outweigh the deficiencies that their estab-
lishment is essential if we are to rid ourselves of the outmoded system, which
although useful in its time, is largely responsible for the failure Ind frustra-
tions which pervade the welfare programs today.

Public assistance has for many years been in a state of disorder. Today, tile
conditions are critical and require decisive corrective measures of broad scope.
H.R. 1 is an attempt to move the crisis in public assistance from its present inert
position into an operative condition of progress and potential. The bill offers new
concepts, generates additional ideas and presents designs for better distribution
of payments and service.

We recognize that there are serious deficiencies in the legislation, many of
which would be cured by the Ribicoff Amendments. At the same time H.R. 1 pro-
vides the alternative to the present system which, justified or not, has lost the
confidence of the community.

The administrators of public assistance are under constant attack. As the
number of persons receiving aid continues to increase, legislators reduce grants,
impose restrictions and attempt to curtail migration In to their states. In these.actions, they reflect the attitudes of their constituencies. Regressive and punitive
legislation Increases year by year. Administrators of public assistance find
themselves defeated in their efforts to cope with the problems of the poor. Their
employees are disheartened and demoralized.

In contrast, we see these major beneficial aspects of H.R. 1:
the concept of a federally-funded plan with a floor under all grants;
the provision for the federal government to assume the full cost and

administration of the programs of assistance to the aged, the blind and the
disabled-a proposal long advocated by the Federation;

the provision for the federal government to grant supplementary assistance
to the working poor;

the provision for automatic increases in Old Age and Survivors benefits
according t' the rise in the cost of living.

These beneficial aspects are not the only substantial improvements offered
by the legislation; they are mentioned because the Federation believes then. to be
of major significance.

Although we have indicated that the benefits outweigh the deficiencies of the
bill, we believe the latter should be mentioned. In particular we call attention
to the following:

failure to require rather than merely permit the States to supplement the
grants provided in H.R. 1, to the extent that such grants at least maintain
current levels;

whereas we support the policy of employment for employables, mothers
of young children should not be required to leave them for work if this is not
in the best Interests of the children ;

no requirement that states maintain the scope and extent of necessary
services such as drugs, dental care and eyeglasses;

the need for more adequate provision for home health services to reduce
hospital and nursing home demands.

As we haVb previously stated the Ribicoff Amendments would correct many of
the defects mentioned above. We urge early and favorable action by your Com-
mittee on this most critical legislation to reform and recreate our out-moded
public welfare system.
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FEDERATION OF PROTESTANT WELFARE AGENCIES, INC.,
n BNew York, N.Y., February 18, 1972.Hon. RUSSEu.L B. LOG,

Chairman, Senate Finance Committee,
New Senate Office Building, Washington, D.C.

DEAR CIAIRMAN LONG: You will recall that on January 28, 1972 I testified on
behalf of the Federation, before the Committee on Finance on lI.R. 1. During the
hearings that day Senator Ribicoff suggested setting up a pilot program to test
the Family Assistance Plan in various areas of the nation against the many prob-
lems known to exist. Senator Ribicoff's expressed conviction that the program,
even if enacted by June or July of this year cannot be put into effect by July 1,
19738-the administration's target date-was apparently shared by you and most
of your colleagues on the Committee present. It also became apparent that a
Family Assistance Plan as contemplated by H.R. 1 will not be enacted in the
foreseeable future.

We believe however that some important provisions of H.R. 1 could and should
be enacted without further delay. The increase In Social Security payments-set
at 5% by the Houge-should not only become effective in the very near future but
should be in an amount which would reflect the rise in the cost of living since the
benefits were last increased. The aged, disabled, widows and widowers should not
be required to wait for the increases they so sorely need until the problems around
the Family Assistance Plan have been finally solved.

We also strongly urge that the proposed new national program which would be
administered by the Social Security Administration and provide financial assist-
ance to the needy aged, blind, or disabled, become effective not later than July 1,
1973. The administration and funding of this program by the federal government
through the present administrative framework and facilities of the Social Secu-
rity Administration would, to a significant extent aid the states and localities in
avoiding financial catastrophe resulting from mushrooming welfare costs.

Finally, we would like to propose for your consideration a plan designed to pro-
vide further interim fiscal relief to the states and localities. We suggest that the
Social Security Act be amended to provide that the federal government pay the
full cost of public assistance or care granted to any person who migrates from
one state to another and applies for and receives assistance or care within one
year of such migration. The responsibility of the federal government would be
terminated when any such person shall have maintained himself in the state
to which he migrated for a period of one year without receiving public assistance
or care.

This idea calls for the creation of a federal counterpart to the state charge
system now in effect in a number of states, including New York. Section 153.1.b.
of the New York Social Services Law provides for reimbursement by the state to
each locality of the full cost of assistance and care provided to state charges
after first deducting any federal funds received or to be received on account
thereof.

Similarly under the proposed scheme the federal government would completely
reimburse the state for the full cost of aid to the "unsettled." This at once
accepts the concept of the constitutional rights to equal protection of the law,
due process, and the right to travel. At the same time the more "liberal and pro-
gressive" states would be relieved of the financial burden engendered by the exer-
cise of these rights.

We are in accord with the recent decisions of the Supreme Court which unani-
mously struck down laws passed last year by the New York and Connecticut
Legislatures to bar state welfare aid to persons who had not lived in the states
at least one year. However the proposed plan would in no sense require dura-
tional residence as a condition to the receipt of assistance. The right of the re-
cipient to apply for and receive assistance is in no way hindered or impaired.
We believe that migration by individuals for the purpose of obtaining better
employment opportunities, educational, medical, welfare and other social serv-
ices than are available in the localities from which they decide to move, should
be declared by the Congress to be a matter of national concern and accordingly
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financed by the federal government and not tht locality to which the Individual
decides to move.

Estimates by the New York State Department of Social Services show that
about 14,000 welfare recipients--less than 1% of the total number of recipients-
have been living in New York State less than one year. The public assistance
grants for this number of recipients run to about $14 million a year.

We trust that your Committee will give favorable consideration to these pro.
posals and we invite any questions you may have. We would, of course, be glad
to discuss the proposals further with you or your staff at any time convenient
to you. .1 can suggest that any immediate questions you may have could be ad-
dressed to Mr. Sam Felder, our Consultant on Public Social Policy.

Sincerely,
JOHN J. KEPPLER,

Exeoutive Vice President.

The CHAIRMAN. The next witness will be Mrs. Gladys Kessler, coun-
sel for Working Mothers United for Fair. Taxation.

STATEMENT OF MRS. GLADYS KESSLER, COUNSEL, WORKING
MOTHERS UNITED FOR FAIR TAXATION

Mrs. KESSLER. Good afternoon, Mr. Chairman.
I want to thank you very much for the opportunity to testify today.

I know just how busy your own witness schedule is here and I will at-
tempt to summarize my testimony.

My name is Gladys Kessler and I am a member of the law firm of
Berlin, Roisman & Kessler. We are serving as general counsel for
Working Mothers United for Fair Taxation. This is a fairly new
organization, Mr. Chairman, which has only been formed in the last
few months, and we have one basic-goal at'this point, and that is re-
moval of the inequities in the child care deductions in the Internal
Revenue Code.

I would like to add, Mr. Chairman, while I come here specifically on
behalf of Working Mothers United today I am authorized to speak
for the National Organization for Women, NOW, and the proposal
that we are putting forth to the committee is directly in line with the
resolutions which were adopted by the National Women's Political
Caucus at their resolution organization meeting.
. Basically, Mr. Chairman, what we are seeking is to treat child care
deductions as a business deduction. Now I know that this committee
is fully aware of this problem, I know you dealt with it a good deal
at the end of last session, Mr. Chairman. I know that this committee
took extensive action to liberalize the deduction, and it was certainly
under your leadership on the floor that we got a liberalization of the
deduction and indeed that most of that was actually held in conference
committee.

The particular thing we are seeking right now though is the amend-
ment which did pass, I might add by a resounding vote of, I think it
was 74 to 1 on the floor of the Senate, and that is an amendment that
would make child care expenses a business rather than a personal
deduction.

Now I know I don't have to outline in detail for the committee that
when a working mother goes off to work she simply can't even walk
out of her door in the morning until she has lined up adequate child
care arrangements for her children. That is an absolute essential ex-
pense, Mr. Chairman.



1747

We feel that the Senate already made that basic policy determination
last session when it did, in fact, vote that amendment. We are asking
you in basic form to reenact that amendment and to reaffirm the com-
mitment that was made at that time, to working mothers. We feel that
the Senate was prepared to do it last session, that certainly they are
going to be equally prepared to do so this session.

There are two other aspects to the deduction, however, which I
would just like to touch on very quickly because I think they are often
overlooked.

First of all, I think it is important to remember that by making it
a business deduction we are really going to have the greatest impact
on low-income and lower middle-income families. They are the people.
who don't itemize, and when they do itemize, Mr. Chairman, their de-
ductions are usually far less than the standard deduction.

We want to treat child care expenses as a regular business deduction
and have them treated no differently than any other business deduction.
Essentially just as regular business deductions don't have any arbitrary
dollar limit on then, we don't want any arbitrary dollar limit on child
care deductions.

I might add one thing, Mr. Chairman, and that is we are not quarrel-
ing with that $4,800 figure which you enacted last session. 'We are not
here to request $4,800, $5,200, or $6,000 or anything of that sort. It is
the basic principle, Mr. Chairman, and that is that just as in any other
ordinary and necessary business expense you subject it to that test,
ordinary and necessary, and that same test should be applied to child
care expenses rather than the arbitrary dollar limit.

The other point I would like to make is this: By the same token
wvhen a business comes in to ask for a deduction for travel expenses or
telephones or something of that sort, again we don't make any dis-
tinction on the basis of what the gross or net income of that business
is. If IRS says it is a legitimate expense and it is ordinary and neces-
sary, the business takes it. By the same token, we want that exact prin-
ciple applied to child care expenses.

In other words, the entire point is treat child care the same way
that you treat every other kind of legitimate business expense and,
in essence, what we are asking is merely that you carry .through and
finish the action that was taken at the very end of last session.

One closing comment, Mr. Chairman, because I couldn't help focus-
ing on this when I did see it in the newspapers at the end of last ses-
sion. You mentioned that the Senate had managed to pass pretty good
amendments to the child care bill without the help of very many
women's groups around. Unfortunately, I think you were right, there
weren't very many women's groups focusing on that issue last session,
and the Senate did manage to do .it by itself.

I just want to assure you that this time not only will our organiza.
tion be around, but certainly the National Organization of Women
will'be. We hope that in the next few weeks that this committee and
the members of it will be hearing a good deal more from members
of our organizations about their support and approval for this legisla-
tion, and I want to assure all of you that we will certainly be doing
everything we can to persuade you through letters and telegrams and,
I hope, through buttonholing the Senators at home, during their visits
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at home, as well as trying to get to see them here in the Senate, that it
will be very clear that women consider this a very important issue,
and indeed'an issue on which they can really test the commitment of
their own Senator to the cause of women's rights.

We urge you to carry through on the action that was taken last
session, and to once again indicate the leadership of this committee
in terms of recognizing the fact that child care is indeed a very legiti-
mate expense, and that not only does it enable the working mother' to
go out and earn an income, but it also enables that woman to create
urther employment on the part of people who are going to be com.

inr in to ta-ke, care of her child, if it is an in-home arrangement or to
tare care of her child at a day care center or a nursery school whichshe may go to.he ChaRoA1 N. You have a statement here that should be read, I
would just like to read it since you did not read it yourself. You say
oie of 'our members, a highly successful writer, remarked to you,
"1 c,111 always get alon:11g without a secr-etary and type my own articles,
but the daymy houisekeceper doesn't show -up is the end of work forIne."

Mrs. KSSLER. That is absolutely right.
The CHAIRMAN. Now, one working mother made a remark on the

Today show. She said, "If David Rockefeller is going to do his job
as the president of the Chase Manhattan Bank hehas to have a secre-
tary," and she said for her to do her job she needs that babysitter a
lot worse than David Rockefeller needs that secretary.

Mrs. KrSSLER. I suspect that is true.
The CHAIRMIAN. Roger Freeman made an impressive statement yes-

terday on behalf of the Hoover Institution and he said that it is rath-
er ridiculous that we have women with more than one college degree,
some with two and three college degrees, who can't do the work they
are trained and skilled to do and qualified for because they can't find
someone simply to sit with the children while they go out and perform
something that they are completely qualified for. That is a great waste
of human talents.

I completely agree with you. I am happy you came through because
I have been convinced of what you say for a long time and I am happy
to have my colleagues here.

Mrs. KEsSLER. Thank you very much, Senator. I hope we can con-
vince everyone else on the committee. We will do our best, I can assure
you.

The CIIAIRIHAN. Thank you.
(Prepared statement of Mrs. Kessler follows:)

PREPARED STATEMENT OF GLADYS KESSLER, GENERAL COUNSEL FOR WORKING
MOTHERS UNITED FOR FAIR TAXATION

Mr. Chairman, it's a pleasure to appear before you today. My name is Gladys
Kessler, with the law firm of Berlin, Roisman and Kessler, and I am General
Counsel to Working Mothers United for Fair Taxation. I know just how crowded
your schedule is, so I'd like to accept the Committee's offer to submit a full state-
mnent for the record, and concentrate today o* few essentials, such as who
we are, what our interest is in H.R. 1, and what legislation we seek.
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Working Mothers United is a newly formed group of working women who
have the same legislative goal that Chairman Long voiced at the end of the
last Congressional session-removal of the inequities in the Tax Code provisions
concerning child care deductions. Our membership happens to be primarily
made up of women but the goals we are seeking would, of course, apply across
the board to every parent with the responsibility for caring for a child.

There are 13.9 million working mothers in the United States. Every one of
those women must know that her child is receiving competent and reliable care be-
fore she can set out for her job in the morning. In order for her to earn one
penny of income, she must incur whatever expense is required to give her chil-
dren the proper care during the working day. As the law now stands, she is
given only a limited personal deduction even though these expenses are directly
related to her income-earning activities.

We know that this is a subject of great interest to the Committee. And we
greatly welcomed the liberalization of Section 214-relating to the deductibility
of child care expenses--which the Committee reported out last winter. In partic-
ular, we are grateful to the Chairman for the strong leadership he exercised
both in the Committee and on the floor, and again in the Conference Committee,
so that the income ceilings were raised for those who could claim the deduction
and the actual amount of the deduction was increased.

Our hope is that this year the Congress, led by Chairman Long and the mem-
bers of this Committee, will finish the job they started last year, and give work-
ing women-indeed give working parents both mothers and fathers--the fair
treatment that they're entitled to.

Our goal is very simple. We want all child care expenses related to gainful
employment to be treated as business rather than personal expenses. Just as there
is no income limitation on those eligible to claim all other kinds of ordinary and
necessary business expenses, and just as there is no dollar limit on the actual
amount of the deduction itself, we believe that no such restriction should be
applied to the business deduction for child care expenses. In short, expenses for
child care should not be treated as stepchildren, under the Internal Revenue Code.

Let me now, if I may, elaborate a bit. We want to treat child care as what
it really is-a business deduction and not a personal deduction. This expense
is essential to every working mother in the country. I don't need to tell you
gentlemen, what a priority item it is for every working mother to obtain the
best child care arrangements she can find and afford for her child.

Those arrangements for child care-whether they be a part-time housekeeper,
a nursery school, a child-care center, or a convenient neighbor-are as directly
related to that women's professional performance on her Job as the automobile
which a salesman uses to carry hinT on his rounds or the make-up man or
woman who prepares a movies star for the cameras.

Indeed, one of our own members--a highly successful writer-has remarked to
me, "I can always get along without a secretary and type my own articles, but
the day my housekeeper doesn't show up is the end of work for me."

If we're going to allow businessmen to deduct lunch at the Jockey Club, or a
trade convention in Miami Beach at super bowl time, it's pretty hard to tell a
working mother that the cost of the housekeeper who cares for her two small
children is not a legitimate, deductible business expense.

In terms of the actual operation of a child care business deduction, there's
one important point that is easily overlooked. The business deduction would be
particularly helpful to low and lower-middle income families who, by and large,
do not itemize their deductions and therefore obtain little real advantage from
the revised Section 214. Even if they do itemize, their total itemized deductions
are probably well below the standard deduction, which again highlights the Im-
pact that the business deduction would have on low and lower-middle income
families.

I'm sure the members of the Committee will remember that the business de-
(luction for child care expenses was in fact approved by a resounding 74 to 1
vote in the Senate in the closing days of the last session. Unfortunately, it was
lost in Conference. We are asking you to reaffirm that vote, and the commitment
that that vote represented to all working women, and to once again enact this
measure.
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In order to accord child care expenses full business deduction status, we are
asking you to remove all specific dollar limits on the deduction itself.
As you know, the law now allows a personal deduction for $4,800 a year under

certain limitations. Our quarrel is not with that specific amount as opposed to
$5,000 or $5,200 or even $6,000. Rather, we are concerned that a fiat dollar limit
is being set for the amount of deduction for child care expenses when no such
dollar limit is set for any other business deduction.

The IRS is in the business of collecting, and policing, tax returns. Just as IRS
will disallow the cost of a $50,000 pleasure yacht for "entertaining clients" if it's
excessive or unjustified, so they will disallow child care deductions which are
questionable or inappropriate. There can be no justification for treating child
care deductions any differently from any other business deductions. Indeed, there
is an even greater built-in protection against excessive claims for child care
costs--they can not be passed on to the consumer the way that two-martini
lunches and country club dues can be.

To be frank, I suspect that this whole problem would prove academic once the
business deduction provision was enacted. No family is going to incur whopping
child care deductions because they can not deduct every cent. People simply
aren't motivated in this fashion. Families have budgets to balance just as do
corporations. And since families have an even -harder time getting consumer
loans to make ends meet than corporations do, I think we're safe in assuming
that the existence of an unlimited deduction is not going to encourage family
fiscal irresponsibility--or fraud.

Finally, if we are to give full recognition to child care costs as legitimate busi-
ness expenses, which is what the Senate has already done, there can be no arbi-
trary income limits on those who can claim a child care deduction. No business
is denied its deduction for stationery or travel or phone calls because of the
amount of money it grosses. As we all know, it's only the corporate giants who
can afford to sponsor seminars and refresher courses in Las Vegas and Puerto
Rico. By the same token, the child care deduction should be available to all who
qualify for it on the merits. The rationale for nursery schools is surely just as
convincing as for Jaunts to Paris--the Congress has determined that this is a
legitimate expense incurred for the purpose of enabling the taxpayer to earn
income.

In short, Mr. Chairman, Working Mothers United Is asking this Committee to
fulfill the Senate's promises of last session. It asks the Committee to report out
the provisions making child care expenses a business expense and to then treat
them the same as every other business expense-by subjecting them to the "ordi-
nary and necessary" standard which IRS has administered for years instead of
imposing dollar limits on eligibility and amount which, in effect, make child-
care a stepchild deduction.

At the end of last session, I remember reading in some newspaper a remark by
the Chairman that the Committee had managed to liberalize Section 214 even
without the help of women's groups. Well this session we are here, and will be
until this legislation is passed. In addition to Working Mothers United, we also
have the endorsement and womanpower of the National Organization for Women
(N.O.W.), agd the position we're taking today is in full accord with that adopted
by the National Women's Political Caucus. We want every Senator to under-
stand how important a vote this is to women, one on which they can measure
their own Senator's commitment to the cause of women's rights.There are 31.5 million working women in the United States, 38% of the total
American labor force, and 13.9 million of them now have children under the age
of 18. It is safe to say that every one of these 13.9 million working women-and
their families-intimately understand the necessity and the equities of the legis-
lation we're seeking.

Based on the progressive actions taken by this Committee last session, we
believe that you too understand these equities. We look forward to working with
you on the legislation, and can assure you that if reported out by this Com-
mittee, you will see a steady stream of working mothers pounding these walls
helping to get it passed.

Thank you.

The CHAIRM AN. The next witness will be John F. Griner, president
of the American Federation of Government Employees.

Mr. Griner, I am going to have to make a statement on the Senate
Floor. I believe I know what your statement is.
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STATEMENT OF CLYDE M. WEBBER, EXECUTIVE VICE PRESIDENT,
AMERICAN FEDERATION OF GOVERNMENT EMPLOYEES, ACCOM-
PANIED BY, STEPHEN A. KOCZAK, DIRECTOR OF RESEARCH

Mr. WEBnER. Mr. Chairman, I am the executive vice president sub-
stituting for Mr. Griner. This is Mr. Koczak, our director of research.

The CHAIRMAN. I am going to ask Senator Anderson to preside.
Mr. WBBET.R We have a summary here of our statement which I

would like to read.
In summary to our complete statement our organization, represent-

ing over 650,000 Federal employees, endorses the purposes behind
H.R. 1, constituting amendments to the Social Security Act.

Senator ANDERSON (presiding). Will you stop just a second there?
We will include the statement in full in the record. Identify your
associate.

Senator BEN v.r. Did you identify the man who is with you?
Mr. WrnBF.m Mr. Koczak, our director of research for the

federation.
Senator ANDEtSON. Thank you.
Mr. WEBBER. 'We sincerely request three modifications of the ]an-

guage of the present version of H.R. 1.
We are fundamentally and totally opposed to section 210 and request

your committee to strike this section entirely from the bill.
The purposes of this section are entirely punitive and negative. As

you know, this bill emerged from the House Ways and Means Com-
mittee which, strictly speaking, has no jurisdiction over the Federal
Employee Health Benefit program. That is why the language of sec-
tion 210 is negative and that is why section 210 gives the Secretary of
Health, Education, and Welfare only the power to intervene indi-
rectly in the statutory rights and duties of the Civil Service Commis.
sion, which has the prime obligation to supervise the Federal
Employee Health Benefit program. This indirect meddling, using the
"sti&k"of cutting of medicare payments unless the Civil Service Com.
mission takes certain actions, could lead to a dangerous and unneces-
sary conflict within the executive'branch, the net result of which would
be to injure the very people who need the greatest protection-the
elderly Federal employee and annuitant.

I shudder to think of the administrative bureaucratic monster that
would have to be created just to sort out the claims of the elderly
Federal employees and annuitants insured under those programs dis-
approved by the Secretary of Health, Education, and Welfare which
have been previously approved by the Civil Service Commission. The
resulting chaos of paperwork at the local level; the delays in pay-
ments; the uncertainties and financial hardships imposed on those
elderly sick persons-, the letters of appeals to Congress, to the insur-
ance companies, to HEW. and to the Civil Service Commission; and
the, numbers involved in class action suits in courts would run into the
thousands.

I believe that the motives of the drafters of this section are good.
But this is one case where I believe the old saying is true that the
"road to hell is paved with good intentions." If there are some instances
where the elderly today feel, rightly or wrongly, that they are not get-
ting sufficient supplemental benefits to medicare from Federal insur-



1752

ance carriers, this is an administrative problem which the Civil Service
Commission can easily handle. If the Commission fails to do this, the
respective Senate and House Post Office and Civil Service Committees
can act. But in no case should the Secretary of Health, Education, and
Welfare, who has no position to intervene in the affairs of the properly
authorized Federal agency, the Civil Service Commission. I therefore
once again ask you to strike this entire section from H.R. 1 as being
inappropriate legislation whose results would be mischievous and
tragic.

Our second request concerns section 532, dealing with "liberalization
of retirement income credit."

Our organization has repeatedly asked that Federal employee retire-
ment income credit be equal to the maximum allowed under the Rail-
road Retirement Act or the Social Security Act, whichever is the
greater. Today, the Federal employee is not specifically provided
either. We consequently welcome the specific inclusion in section 532 of
Federal annuities.

We regret however that the maximum retirement income credit
permitted is limited to $2,500.

Using the model of the Railroad Retirement System, we think that
a Federal annuitant should receive a retirement income credit of at
least $5,000 if he is single and $6,750 if he is married. For example, a
married annuitant aged 65 under the Railroad Retirement Act retir-
ing January 1, 1972, was entitled to a maximum tax-exempted income
of $6,716.40-he would have received $408 per month in regular bene-
fits and his dependent wife $151.70. If he were 65 at the end of 1972,
I understand his annual income would be in the neighborhood of
$6,800.

Even those who would use the less appropriate Social Security
System as a model would have to concede that under its standards the
married Federal employee should be entitled to a retirement income
credit of at least $3,750. We believe that even they would grant that the
$2,500 limitation is inequitable especially when one takes into account
that married annuitants must reduce their annuities financially to pro-
vide survivorship benefits to their spouses. The rate is 2.5 percent of
the first $3,600 of annuities and 10 percent of all amounts in excess of
$3,60. Moreover, this reduction continues to apply, even if the spouse
predeceases the annuitant and the spouse has no'benefit from the re-
ductions.

For this reason, we recommend that H.R. 1 be amended by changing
the amount in section 532(c) (4) from $2,500 to $5,000 and by adding
the underlined clause to the present language on exemptions, so that
the new language would read as follows:

532(c) (4). The amount of such income taken Into account with respect to any
individual for any taxable year shall not exceed $5,000, excepting that in the case
of Joint returns involving an annuitant who has reduced the annuity to provide
survivorship benefits for a spouse, the amount of such income shall be increased
not to exceed $6,750.

If your committee were to accept this philosophy, I believe that there
would have to be other changes in the language of the bill, especially
the section on page 441 dealing with "initial amount." These are tech-
nicalities of drafting, however, on which I would not wish to offer
language lut would defer entirely to your own judgment.
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VOLUNTARY OPTIONAL SOCIAL SECURITY

Our third request concerns voluntary optional social security par-
ticipation by Federal employees. Many Federal employees today suffer
serious discrimination and inequity simply because they work for the
Federal Government and cannot participate voluntarily in the social
security program. In our testimony, we cited a typical example of the
hardships some of them-experience.

We are of course, just as much opposed as in the past to any attempt
to consolidatee" the Civil Service Retirement and Social Security Sys-
tems. The goals and purpose are essentially different. Tihe Social
Security System is a social insurance, health and welfare system de-
signed to provide financial income, partially replacing work-related
earnings, to the entire population during old age and during such mis-
fortunes within the normal working years as death or injury to the
breadwinner.

The Civil Service System is designed to provide annuities to Federal
employees primarily on the career principle, therefore basing its
annuities on length of service and highest level of earnings while in the
Federal employ.

Each has its separate merit and each should be maintained. But some
Federal employees may find that their own best interests lie in partic-
ipation in both, the Civil Service system for career purposes, the social
security for its welfare features. If Federal employees wish to belong to
the Social Security System and to pay for their participation, webe-
I ieve they should have this voluntary option.

In conclusion, I again wish to thank the committee for this opportu-
nity to present this abbreviated summary statement and to file our com-
I)lete statement for the record. I shall be most happy to answer any
questions.

Senator ANDERSON. Any questions?
I want to thank you very much for your patience for waiting, and

we lave appreciated your testimony, it is very good.
Mr. WEBBER. Thank you.
(Prepared statement of Mr. Griner follows. Hearing continues on

p. 1759.)

PREPARED STATEMENT OF JOHN F. GRINER, NATIONAL PRESIDENT,
AMERICAN FEDERATION OF GOVERNMENT EMPLOYEES

The American Federation of Government Employees, the largest union of
Federal employees in the history of the United States, currently representing
650,000 employees in exclusive recognition units, appreciates the opportunity to
comment on the provisions of H.R. 1, which constitute amendments to the Social
Security Act.

With respect to the Bill as a whole, our organization endorses in advance the
position which will be taken by the AFL-CIO In Its forthcoming statement to
your Committee. For the sake of expedition, I shall not repeat the arguments in-
cluded in that statement and shall devote my further comments exclusively to
three issues which are of particular concern to Federal employees: These are:

a. Section 210, dealing with "Payment under Medicare to Individuals
Covered by Federal Fmployees Health Benefits Program";

b. Section 532, dealing with "Liberalization of Retirement Income Credit";
and

c. The subject of optional social security participation by Federal em-
ployees, an item not included in H.R. 1.

1:.
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PAYMENT UNDER MEDICARE TO INDIVIDUALS COVERED BY FEDERAL EMPLOYEES
HEALTH BENEFITS PROGRAM

The Ameri(an Federation of Government Employees as sponsor for the AFGE
Health Benefit Plan. an Employee Organization Plan written under the Federal
Employees' Health Benefit Act, currently covering 18,600 Federal employees and
annuitants; and, as the largest organization of Federal employees, most of
whom are covered under one of the other Federal Health Benefit Plans, wishes
to express its fundamental opposition to Section 210 of H.R. 1 which Is before
your Committee.

To the best of my knowledge, the language of Section 210 Is the same as that
in Section 201 of H.R. 17550 with one modification. The authorization date for the
intervention by the Secretary of Health, Education and Welfare in H.R. 17550
was January 1. 1972 and that date in H.R. 1 is January 1, 1975. Otherwise, the
provisions are similar.

The Report- (Union Calendar No. 86, House Report 92-231) Is silent on the
legislative history of Section 210. However, the Report acompanying H.R. 175.50
(page 25 of House Report 91-1096) was explicit, stating that the purpose of this
Selection was to "assure a better coordinated relationship between the FEHB pro-
gram and Medicare and to assure that Federal employees age 65 and over will
eventually have the full value of the protection offered under Medicare and
F 1-B ....

This is supposed to be accomplished by imposing prime carrier responsibility
on the FEHB program as of January 1, 1975 In those cases where the Federal
employee or annuitant also has Medicare coverage unless, )hs stated on page 25
of the Report, "the Secretary of Health, Education and Welfare certifies that
the FEHB program has been so modified as to assure that there Is ayallable to
each Federal employee or retiree age 65 and over one or more Federal health
benefit plans which offer protection supplementing the combined protection of
parts A land B of Medicare, and the protection of part B alone and that the
government is making a contribution toward the health insurance of each Federal
employee or retiree age 65 and over, which is at least equal to the contribution
it makes for high option coverage under government-wide FEHB plans."

Your Committeth has already received testimony and statements from other
sponsors of Federal Employee Health Benefit Plans pointing out the financial
losses to the FEHB program and the Federal employee or retires age 65 and over
should the FEHB program be made the prime carrier for benefits with Medicare
not duplicating any benefits for services and Items covered by the particular
FEHB plan involved. Under this method of benefit determination the claim losses
under the AFGE Health Benefit Plan would have been increased annually by an
amount in excess of $500,000 for the period; and It would be reasonable to expect
that the increased claim losses under the FEHB program as a whole would be in
excess of $30 million annually. These figures do not include the losses in benefit
amounts paid to Federal employees and retirees age 65 and over should the
FEHB plans be made the prime carrier and the present system of benefit coordi-
nation of benefits between the FEHB plans and Medicare, as established by Civil
Service Commission regulations, be abandoned.

This increased claim cost to the FEHB plans, which up to this time las been
the legal obligation based on 'the intent of the legislation enacted In 1965 that
Medicare would pay its benefits in full without regard to any other benefits that
might be payable under an employee health benefit plan, could only result in In-
creased premiums for each of the FEHB plans. Such premium increases would
apply to all insured Federal employees regardless of age with the government pay-
ing 40 per cent of the increased premium cost under the legislation enacted Sep-
tember 25, 1970 (P.L. 91-418) to Increase the government contribution to FEHB
premiums.

It should be noted that employee health benefit plans In private industry would
'continue to receive advantage of full benefit payment under Medicare and most
of them would coordinate their benefits with Medicare so as to supplement rather
than duplicate Medicare benefits in the same manner as that now provided for
the FEHB plans under Civil Service Commission regulations. The resulting sav-
ings would be passed on to all persons insured under that particular employee
benefit plan.



1755

This brings up the question as to why the FEHB plans have been singled out
for special treatment under Section 210 of this Bill. It can only be assumed that
since the Federal employee has been paying and will continue to pay up to Janu-
ary 1, 1973 approximately 60 per cent of the cost of his health benefit lie is more
concerned as to how this money is spent and whether he individually receives tile
full benefit of his own contributions. Since the employee in private industry con-
tributes little, if any, toward the cost of his employee health benefit lie is more
concerned with the total benefits that lie receives from Medicare and his employee
health benefit plan than with how these benefits are paid for.

The Federal employee has undoubtedly expressed his concern to his Congres-
sional Representatives with the result that Congress is equally concerned as to
whether the present system of benefit coordination between the FEHB plans and
Medicare is the best method of providing full health insurance protection for the
Federal employees or retires age 65 and over.

The Civil Service Commission in issuing its regulations on how the FEIB
plans would adjust their benefits so that in effect they supplement, rather than
duplicate, the benefits provided by Medicare pointed out that there would be no
reduction in premium charges under the FEHB plans even though the employee
or his spouse, or both are covered by Medicare. They pointed out that, as a
class, persons over 65 use between two and three times as much service as
younger people, and the true cost of the supplementary coverage under a plan
for age 65 and over persons would be roughly the same as they pay now. It was
also pointed out that since most low options adequately supplement full Medi-
care coverage at less cost than the high options, an employee enrolled in the
high option who has full Medicare coverage (hospital and medical insurance)
for himself and his spouse and has no children who are family members should
consider changing to low option.

Up until the time Medicare became operative on July 1, 1966, the Federal
employee and retiree age 65 and over were being subsidized by the younger
people insured under the FEHB program. The amount of this subsidy would
have gradually increased as more employees and annuitants reached age 65,
and had not Medicare entered the picture at this point there would have been
considerable agitation from the younger people to the effect that the older age
group was not as a class paying their own way. The savings to the FEHB plans
under the system of coordinating benefits avoided the possibility that a higher
premium rate would have to be applied to the older group of persons Insured
under the FEHE plans.

We submit thei-efore that the present system of benefit coordination as estab-
lished by Civil Service Commission regulations, while not perfect, works to the
advantage of all Federal employees and that the Federal employee and retiree
age 65 and over, in this manner, have protection that is supplementary to Medi-
care at a cost to them that is not in excess of what the cost would be for the
supplemental plans proposed by Section 210 of H.R. 1.

This is not to say that the present system is the best method of supplementing
Medicare benefits under the FEHB program, but in our opinion the supplemental
plans proposed under Section 210 do not accomplish the desired objective and,
in fact, would work to the decided disadvantage of many insured Federal em-
ployees and retirees who are insured on a family basis under the FEHB program.
We refer to the Federal employee and retiree enrolled on a family basis who
might be eligible for part A of Medicare and whose spouse is not, or the reverse.
situation. Additionally, there are those instances where dependent children are
still covered under the FEHB enrollment. While a supplemental plan could
readily be designed to supplement the benefits that the Federal employee or.
retiree himself is entitled to and enrolled for under Medicare, it would be dif-
ficult, if not impossible, to design, administer and establish a cost for supple-
mental or in some cases total coverage for all family members other than the
Federal employee or retiree.

We have no quarrel with the intent of Section 210, but strongly object to the
solution to the problem it proposes. We are confident that a workable method,
of assuring that Federal employees and retirees age 65 and over will have full
value of the protection offered under Medicare and the FEHB program can be
devised by the responsible parties in the Civil Service Commission and the So-
cial Security Administration in consultation with the insurance carriers under
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the FEUB program and insurance carriers who have solved this problem for
health benefit plans in private industry. If it is determined that the present
coordination of benefits system is not the most equitable for the Federal em-
ployee, an alternate, or alternatives, shoud be recommended and any require-
ment for enabling legislation should be referred to the appropriate Post Office
and Civil Service Committee in Congress.

In conclusion, we wish to record again our strong opposition to Section 210
of H.R. 1 and we request your Committee to delete this Section from H.R. 1.

LIBERALIZATION OF RETIREMENT INCOME CREDIT

Our second request concerns Section 532, dealing with "liberalization of'Re-
tirement Income Credit."

Our organization has repeatedly asked that Federal employee retirement in-
come credit (both for Civil Service system and Foreign Service system personnel)
be equal to the maximum allowed under the Railroad Retirement Act or the
Social Security Act, whichever is the greater. Today, the Federal employee,
whether under the Civil or the Foreign Service, is not specifically provided either.
We consequently welcome the specific inclusion in Section 532 of Federal an-
nuities.

We regret however that the maximum retirement income credit permitted is
limited to $2,.)00.

Using the model of the Railroad Retirement System, we think that a Federal
annuitant should receive a retirement income credit of at least $5,000 if he is
single. and $6,750 if he is mhirried. (For example, a married annuitant aged 65
under the Railroad Retirement Act retiring January 1, 1972, was entitled to a
maximum tax-exempted income of $6,716.40-he would have received $408.00 per
month in regular benefits and his dependent wife $151.70. If he were 65 at the
end of 1972, I understand his annual income would be in the neighborhood of
$0,800.00).

Even those who would use the less appropriate Social Security System as a
model would have to concede that under Its standards the married Federal
employee should be entitled to a retirement income credit of at least $3,750. We
believe that even they would grant that the $2,500 limitation is inequitable, es-
pecially when one takes into account that married annuitants must reduce their
annuities financially to provide survivorship benefits to their spouses. (The rate
is 2.5 per cent of the first $3,600 of annuities and 10 per cent of all amounts in
excess of $3,600). Moreover, this reduction continues to apply even if thi spouse
pre-deceases the annuitant and the spouse has no benefit from the reductions.

For this reason, we recommend that H.R. I be amended by changing the amount
In Section 532(c) (4) from $2,500 to $5,000 and by adding the underlined clause
to the present language on exemptions, so that the new language would read as
follows:

"532(c) (4). The amount of such income taken into account with respect
to any individual for any taxable year shall not exceed $5,000, excepting
that in the case of joint returns involving an annuitant who has reduced
the annuity to provide survivorship benefits for a spou.9e, the amount of
such income shall be increased not to exceed $6,750."

It support of my request I should like to invite the Committee's attention to
the serious financial plight in which most Federal annuitants, spouses and sur-
vivors find themselves.

The Table on the following page is a reproduction of a Table prepared by the
Bureau of Retirement, Insurance and Occupational Health for inclusion in its
Report for the fiscal year ending June 30, 1970. These are the most recent figures
available to us.

As tht, Table shows, there are approximately 240,069 annuitants (most with
spouses) and over 256,164 survivors drawing annuities under $2,500 per annum.
This is ahnost 500,000 human beings. I am pleased to find that they would all
be totally exempted from paying income tax on their annuities.

But there are an additional 422,154 annuitants, most of them with sponses,
who would not be entitled to any additional tax credit beyond $2,500, even though
the great majority of them ha4 reduced their annuities to provide survivorship
benefits to their spouses. When one studies the Table one notes that more than
half of all annuitants and survivors receive less than $2,500 per year; and
another 38 per cent receive between $2,500 and $5,000; and just bout 10 per cent
receive annuities over $5,000 per year.
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TABLE A-9.-NUMBER OF EMPLOYEE ANNUITANTS AND SURVIVOR ANNUITANTS ON THE RETIREMENT ROLL
AS OF JUNE 30, 1970, BY MONTHLY RATES OF ANNUITY

Employee annuitants Survivor annuitants

Prior to Under Prior to Under Under
Public Public Public Public Public

Monthly rates of annuity Total Law 854 Law 854 Total Law 854 Law 854 Law 85-465

Under $10 .......- ..-......------ 118 - 89 29 272 95 176 1
$10to $19---.-.-.----------. 2,566 2,271 295 6,015 3,913 2,063 39
$20 to $29 .................... . 10,882 9,126 1,756 12,429 5,183 6,626 620
130 to $39 ... .................. 10,615 7,401 3,214 12 791 4,518 7,072 1,201
$40to $49........-.------- - 10,765 6,994 3,771 13,626 3,002 9,879 745

Subtotal-under $50 ............. 34,946 25, 881 9,065 45,133 16,711 25, 816 2 606
$50 to $59 ..................... 11,411 6,359 5,052 19,536 5,235 12,832 1:469
6 6to$69---------- -12,800 5,920 6,880 18,548 7,230 9,505 1,813
70 to $79 ..................... 8, 015 3,559 4,456 53, 257 56595 46,678 984

$80 to $89 ............ :" .... 14,620 6,189 8,431 21,329 10,637 8,471 2,221
$90 to $99 .................... . 10,209 3,459 6,750 16,061 5,478 9,992 591

Subtotal-under $100 ............ 92,001 51,367 40,634 173,864 50,886 113,294 9,684
$100 to $109 ................... . 12,949 3,933 3,016 9,435 3,121 6,314 ..........
$110 to $119 .................... . . 13,072 3,596 9,476 11,361 4,182 7,179 ........
$120 to $129 .................. .. 15, 424 3,354 12 070 8,939 2,772 6,167 ..........
$130 to $139 ..................--...... 11,886 2,662 9,224 6,919 1,627 5,292
$140 to $149 .......................... 17,166 3,420 13,746 13:141 3,124 10,017 ..........

Subtotal-under $150 ............ 162,498 68,332 94,166 223,659 65,712 148,263 9,684
$150 to $159 .......................... 13, 139 2, 176 10,963 7,905 3, 108 4,797 ..........I 160 to $169 .......................... 16,324 2,854 13,770 6,603 1,969 4,634

170 to $179 .......................... 14,993 1,923 13,070 6,850 2, 187 4,663 ..........
180 to $189 ................... . 17,262 2,991 14,971 5,884 1,883 4,001 ..........
190 to $199 -------- _-------------- 15,853 2,181 13,672 5,263 1,442 3,821 ..........

Subtotal-under $200 ............ 240,069 79,757 160,312 256,164 76,301- 170, 179 9,684
$200 to $249 ----- _----------------- 91,958 12,580 79,378 19,629 4,269 15,360 ..........
$250 to $299 .......................... 82,336 16, 522 65, 814 9,536 1,405 8, 131........
$300 to 349 ................. .o 61,513 8,320 53,193 4,677 622 4,055 ..........
$350 to $399"..-.."................. 50,651 4,801 45,850 2,704 345 2,359 ..........
$400 to $449 .......................... 36,644 2,356 34, 288 1,564 149 1,415 ..........
$450 to $499 --------................. 26,779 1,099 25, 680 953 54 889 ..........

Subtotal-under $500 ............ 589, 950 125,435 464, 515 295, 227 83,145 202,398 9,684
-$500 to $599 .......................... 31,674 1,094 30,580 867 28 839 ..........
$600 to $699 .......................... 16,491 515 15,976 336 7 329 ........
$700 to $799 .......................... 9,487 229 9,258 110 5 105 ........
$800 to $899 .......................... 5,922 82 5,840 36 1 35 ..........
$900 to $999 .......................... 3,588 12 3,576 14 .......... 14 ..........

Subtotal-under $1,000 .......... 657,112 127,367 529, 745 296,590 83,186 203, 720 9,684
$1,000 and over ....................... 5,111 13 5,098 16 1 15 ..........

Grand total ..................... 662,223 127,380 534,843 296,606 83,187 203, 735 9,684

It then appears equitable that the nation should allow single Civil Service
and Foreign Service annuitants a tax exemption of $5,000 and married annuitants,
w o8e a t ties have been reduweA to provide for their 8pou8e8, a tax credit
of $6,750, the same amount allowed elderly citizens under the Railroad Retire-
ment Act.

If your Committee were to accept this philosophy, I believe that there would
have to be other changes in the language of the Bill, especially the Section on
page 441 dealing with "initial amount."_ These are technicalities of drafting,
however, on which I would not wish to offer language but would defer entriely
to your own judgment.

VOLUNTARY OPTIONAL SOCIAL SECURITY PARTICIPATION BY FEDERAL EMPLOYEES

A major Issue which regularly confronts our members is their denial of par-
ticipation on a voluntary and individual basis in the Social Security System after
they begin to contribute to the Federal Civil Service Retirement Fund. Many
Federal employees have worked for private employers and for states and munici-
palities which participated in the Social Security system. Consequently, they
have already contributed moneys in the form of Social Security tax to the System.
They feel that they should not be denied continued participation in the Social
Security System solely because they are W-lorking for the Federal government.
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To understand the kind of serious discrimination and inequity imposed on
Federal employees, solely because they work for the Federal government, I should
like to present a simple, hypothetical case. To make the case even more relevant
to the purposes of this Hearing, I am assuming that the Federal employee will
be 65 years old in February 1972. Thus, the example I am giving reflects the
current legal situation as closely as I can draw it.

This Federal employee, born in February 1907 earned 19 quarters of social
security credit in the last nine years. He Joined the Federal service in December
1969. He would like to continue to contribute to the Social Security System be-
cause of his advanced age.

What is his current situation? -

First of all, if he becomes disabled today he will not receive any benefits from
Social Security because he must have earned twenty quarters out of the last
forty to qualify for disability benefits. Up to December 1969, he had earned nine-
teen out of the previously thirty-six. If he had been able to contribute voluntarily,
he could have earned thirty-one out of the last forty. Thus, by rigid operation
of the Social Security System, he has been mandatorily precluded from providing
basic coverage to himself and his family, solely because he has been a Federal
employee since December 1969.

Moreover, if he is disabled and is no longer employable, due to his disability,
he will then not be able ever to obtain that last quarter he needs to qualify for
old-age retirement benefits when he becomes 65 in February 1972. Thus he is
exposed to double jeopardy, to double discrimination. And the sole reason for this
doublejeopardy is that he is a Federal employee. If he were self-employed lie
would be eligible today to participate in the Social Security System to obtain
that last 4utarter. If he were employed by a private employer, he would be
eligible. If he were employed by most state and local governments, he would be
eligible. But solely by reason of his Fedral employment, he suffers discrimination.

And yet, what would be the maximum benefit this man could be receiving
even if he were eligible. What is the so-called "saving" to the Social Security
System for denying this man a basic coverage? Assuming he had been paying on
$7,800 annually, his Social Security old-age pension would be $126.00 per month
(five times $7,800 equals $39,000 divided by 5/14 equals average of $2,785.71,
providing a monthly payment of $126.00).

But the fact is that even this seriously reduced retirement benefit is being
denied to him and to other Federal employees today. Federal employees are
prevented by law from participating in the Social Security System on a voluntary
and individual basis. Consequently, in the case of disability benefits, they can
lose the benefits they have already acquired simply because of the elapse of time.
In the case of old-age benefits, they can be prevented from achieving minimal
qualification for their specific age group. In both instances, they are being
punished solely for being Federal employees.

We are, of course, Just as much opposed as in the past to any attempt to "con-
solidate" the Civil Service Retirement and the Social Security Systems. The
goals and purposes of the two programs are essentially different. The Social
Security System is a social insurance, health and welfare system designed to
provide financial income, partially replacing work-related earnings, to the entire
population during old age and during such misfortunes within the normal work-
ing years as death or injury to the breadwinner.

The Civil Service Retirement System, which incidentally is fifteen years older
than the Social Security System, was originally enacted, and has been con-
tinued to be amended, so as to provide annuities to Federal employees primarily
on the career principle, therefore basing its annuities on length of service and
highest level of earnings while in the Federal employ.

We recognize and wish to maintain this distinction between the Social Secu-
rity and the Civil Service RetirementSystems. Consequently, we are not propos-
ing any kind of consolidation resulting in mandatory participation by Federal
employees under the Social Security System.

Neverthless,. our position does not exclude, and in fact is not in conflict with,
the desirability of making Social Security benefits also available to Federal
workers generally on an individual and voluntary basis. We understand that the
Social Security Administration has opposed such "selective" participation on the
grounds that only those people would participate who would "profit" from a
voluntary participation system and that those Federal employees who would not
"profit" would abstain. The Social Security Administration has contended that
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there would not be present the actuarial conditions necessary to maintain "in
balance" the "profit" and the "loss" participants.

We seriously doubt that this fear of the Social Security Administration is
well-grounded. There is little actuarial basis or experience for subttantiating it.
But, even if we were to concede for the sake of argument that there might be
some net loss, it appears to us that it would be of marginal importance and
should not exceed a few hundred thousand dollars a year. On the other hand, by
risking such a small net loss on the part of the Social Security System, the Con-
gress would eliminate very serious inequities to many American citizens who
happen to be Federal employees and who suffer real poverty and hardship from
the present situation where they are denied participation.

For example, participation in Social Security would extend much more
realistic survivorship and disability protection to young workers. Those employees
who leave the Federal service before retirement would be assured of survivor
and disability rights because their government service would have been credited,
under a voluntary and individual status, for Social Security purposes. Even
those Federal workers with five years or more Federal service would be able
to ameliorate the deficiency between the higher payments under the Social
Security System and the lower payments under the Civil Service Retirement
System because benefit amounts would always be at least at the level of
Social Security. The level of the annuities of the Civil Service has been as
low as $10.00 per month.

CONCLUSION

We sincerely request the Committee to eliminate Section 210 and modify
Section 532 of H.R. 1, so as to provide greater equity to Federal employees in the
enjoyment of the provisions of this legislation.

Our proposal to eliminate Section 210 would assure that elderly Federal
employees and annuitants would be able to obtain maximum medical and health
benefits supplementing Medicare.

Our proposals regarding Section 532 would extend to married Federal
annuitants and their spouses, filing a joint income tax return, the full exemptions
which American citizens retiring under the Railroad Retirement Act would
have under H.R. 1. As Section 532 now reads, they would suffer discrimination in
this area.

Our final proposal, regarding voluntary optional participation by Federal
employees in the Social Security System, would end the exceptional hardships
to which some employees are now exposed simply because they are "Federal
employees." We continue to oppose any mandatory participation, but equity
suggests that in those cases where the Federal employee desires to participate,
he should have this option available

Senator AN.DERSON. Will you identify your associate, please?

STATEMENT OF RICHARD E. MURPHY, ASSISTANT TO THE GEN-
ERAL PRESIDENT, SERVICE EMPLOYEES INTERNATIONAL UN-
ION, AFL-CIO, ACCOMPANIED -BY PAUL QUIRK, PRESIDENT,
LOCAL 509, BOSTON, MASS.

Mr. MuRPIIY. I am Richard Murphy. I am assistant to the general
president of Service Employees International Union AFL-CIO, and
legislative director for my union. With me today is aul Quirk, who
is president of our Service Employees local in Massachusetts.

Senator ANDERSO.N. Thank you.
Mr. MURPHY. Our statement by General President Hardy is or has

been submitted for the record, and I will-it is short but I will sum-
marize what it is saying.

There is one substantive change in the testimony, a correction on
page 4, where we refer at the bottom of the page to some social serv-
ices. The sentence should read, "We believe that the matching funds
for States for all social services must be open ended."

72-573-72-pt. 4-10
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T he )ill itself, H.R. 1, as I understand it, does provide for child
care and family services as an open-ended appropriation.

Service Employees Union, represents more than 36,000 employees
of welfare departments throughout the United States serving in
various classi licatious, including professional social workers with
Ph. D's and M.A.'s, as caseworkers in all aid categories, and as eligi-
bility assistance workers and clerical personnel.

We say, first of all, that we support and agree with tie testimony
that you are going to receive on Monday from the AFL-CIO. I under-
stand it is in preparation but I have seen what they are going to say.
Service Employees does support that.

We support the ]Ribicoff amendments to H.R. 1, and if you will par-
don us calling them the Sargent-Ribicoff amendments because espe-
cially of our Massachusetts delegate who is present.

Oir testimony centers on three points, one, protection of employee
rights. In Mr. Ribicoff's amendments there is an amendment which
would protect those employees who will be transferred from State and
local employment to the Federal service. We believe this is eminently
necessary not only for the morale. of the workers but for the proper
administration of the act should it be passed.

The second point is on our training and retraining, and the social
services aspect. We believe that there should be an open-ended appro-
priation for social services. A closed-end appropriation means merely
that there will be a diminution of services.

We think that you also should consider very seriously the greater
training of social workers and caseworkers. It has been shown clearly
that the whole program benefits by better trained workers.

Mr. Chairman, I would like at this time to ask Mr. Quirk to make a
short statement if he May.

Senator ANDERSON. Without objection it will be done.
Mr. QuinmK. I wouldnt like to reiterate a lot of the testimony we

heard today but there is one point I would like to make. When I first
became a social worker in a welfare department in 1966, in the State
of Massachusetts it was still administered by 176 local offices in cities
and towns, and subsequent to that it was changed even to a State sys-
tem wherein the State took over the welfare department in 1968,
,July 1, to be exact.

Subsequent to the State taking over the welfare department a prop-
osition that is facing us, this committee and certainly the National
Congress, chaos has ensued in the welfare department in Massachusetts
ever since. We are still, in fact, in the year 1972, trying to determine
who owns the buildings and the typewriters, and et cetera, et cetera,
there is still litigation going on.

It was again, at the time it was proposed on the State level, a
panacea that was offered to the welfare problem.

My point is, I think that the bill that is before you was somewhat
similar on a national level to the bill that came before our State legis-
lature, which eventually as passed. Since that time our State legisla-
ture has continually been trying various methods such as work regis-
tration, et cetera, to try to solve the so-called welfare problem all of
which, it seems, they now say, the latest solution is, to give itto the-
National Government or have the Federal Government take it out of
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their hands. But I would propose to you that that is not necessarily
just as efficient possibly a solution as it was in 1968 for the State gov-
ernment to take it over, unless it is clearly thought through as to what
the problems being -presented are and whether or not they find this
solution in a takeover.

Senator ANE)ruSON. Any questions?
(Prepared statement of Mr. Hardy and a communication subse-

quently received by the committee from Mr. Murphy, follow. Hear-
ing continues on page 1766.)

TESTIMONY OF GEORGE HARDY, GENERAL PRESIDENT, SEIU-AFL-CIO

Service Employees International Union, AFL-CIO, represents more than 36,000
employees of Welfare Departments in California, Massachusetts, Pennsylvania,
Rhode Island, Connecticut, and elsewhere in the United States. -

Let us say, first of all, that we support and agree with the testimony you
will receive from the AFL-CIO. We are in support of the Sargent-Ribicoff
Amendments to H.R. 1. We must have a date certain for the elimination of
poverty. We must have Federal assumption of welfare costs and provision for
increasing payment levels up to a realistic poverty level. We do not think that
arguments based on statements such as "It costs too much to try to eliminate
poVerty" should dare to surface when we recognize the true needs of the poor
of our nation.

We must have protection for employees affected; we must have protection for
recipients too-the Ribicoff Amendments provide all this and more.

We know that the AFL-CIO's testimony will address itself to the legislation
as a* whole and we therefore intend to dwell most particularly on some aspects
of Welfare Reform which are of interest to our members.

PROTECTION OF EMPLOYEE RIGHTS

Various figures have been advanced with projections of the size of the Income
Maintenance Administration which will become a part of the Department of
Health, Education and Welfare. It seems safe to say that some 80,000 people
will be employed in this new area in HEW. To make up that 80,000, the 36,000
employees we now represent will. for the most part, become Federal employees.
We therefore have real concern for these empoyees and especially for the way
they will be treated when a Federal take-over of them is accomplished.

We are happy that Senator Riblcoff has had the care and foresight to include
among his Amendments one which sets out to protect the continuation of
accrued rights during the transition from state to Federal administration of
assistance programs.

1hese workers' lives will be drastically affected and, indeed, affected adversely
if employee protection is not part of the bill.

HEW is at this very moment, and has been for some time, developing rules
and regulations to effectuate the transfer of these employees. This conversion
is an immensely important Issue to our membership and this conversion itself
is probably the biggest such task ever undertaken by the Federal Government.
The six-year-old Civil Service Regulation governing conversion was not de-
signed to deal with a task of this magnitude.

These procedures will regulate "how" a person is to be transferred into Federal
employment and, to a great extent, it will also determine "who" will be trans-
ferred The very difficult question of "how many" will be transferred will also
depend on these rules and regulations. We believe that the Federal Govern-
ment should be obligated to transfer as many welfare workers from the old sys-
tem to the new system as is consistent with the efficient operation of the new
welfare system. The question of "how many" will be transferred will be de-
fined when the Department of HEW decides the individual workloads, super-
visory ratios, the ratio of clerical backup, and the ratio of staffing to manage-
ment. It is extremely important that both union and management have the op-
portunity for input in deciding these issues.

The aid of trade unions has not been enlisted in the preparation of these regu-
lations being considered by HEW. We are attaching for the Committee's inspec-
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tlion a copy of these proposals to show you how far-ranging even these prelimi-
nary proposals are.

Unless the Amendment proposed by Senator Ribicoff is accepted by your Com-
mittee, there is a real probability that rights, privileges and benefits, including
vacation rights, pension rights, credits, etc. will not be preserved for those who
are presentl:' employed in local jurisdictions. You must not allow this to happen.

An orderly transfer will be provided and the administration of the welfare
reform will be enhanced and benefit greatly if the morale of these workers is
kept high by insuring that there at least be no loss of benefits presently enjoyed.

Under the Ribicoff Amendments, collective bargaining rights will be' con-
tinued and aid will be given for those employees not able to be hired into the
Federal system. We also are strongly in favor of both of these provisions.

TRAINING AND RETRAINING PROGRAM AND SOCIAL SERVICES

Service Employees International Union and its affiliated Social Service Local
Unions have for years been urging the states and localities where its member-
ship is located to institute training progranis--especially in services provided
by State and County Welfare Departments.

We note that H.R. 1 incorporates a ceiling to be proposed for financial aid sup-
plementing services to states and localities. We believe that It is impossible for
you to take that position because it is impossible to determine and project the
amount of services needed for any one locality. To place a limit beforehand on
the amount of matching funds to Federal Government will provide is in effect to
place a limit on services. It is impossible accurately to predict the total cost of
services throughout the United States. Nevertheless, we believe that you must
not limit Federal payments by a "closed -end" proposal. We believe that the
matx.hing funds for states for child care and other family services must be open-
ended. If a closed-end appropriation is offered, there will develop a natural
diminution of services throughout the states because of the financial burden.

We are also anxious that training programs be provided for the employees
we represent in order that the purposes of this legislation be accomplished.
This. to our minds, includes training and retraining for the services at present
provided under the welfare system. There are many and varied programs that
could possibly be lost if steps are not taken to provide for them in legislation and
closed-end funding will open the door to fewer services.
. Studies provided to the Ways and Means Committee of the House of
Representatives show the increased efficiency and worth of social and case
workers who have had the benefit of special training programs. For the good
of the administration of the proposed welfare reform, and more particularly,
for the good of the beneficiaries of welfare, you must provide opportunity for
better training and upgrading. At a time in history when we see attempts at
releasing more and more patients from mental hospitals and making them out-
patients, at a time when we find ever more returning veterans In need of more
support services, you should try to stimulate the continuance and expansion
of services by the states and counties and cities.

H.R. 1 does not encourage service programs but rather makes it seem likely
that such service programs will be diminished. It opens the way to discourage
expansion by imposing a ceiling on the Federal share for the states. We earnestly
request that that ceiling not be set. The cost of this prQposed welfare reform Is
clearly already high, but we ask that more serious consideration be given to sub-
sidy and support for services that are not limited to an arbitrary figure but
relate to the needs of the states. State and local governments will be more
ready to cut back on services if you fall to do this, and the resultant harm to
recipients will be immeasurable.

We thank you for permitting us to appear and present views on behalf of
Service Employees International Union, AFL-CIO, and the welfare department
workers we represent.

SUMMARY OF PRELIMINARY CONSIDERATIONS CoNCERNING EMPLOYMENT-RIGHTS AND
BENEFrTS FOR STATE/LOoAL TRANSFEREES UNDER WELFARE REFORM PROGRAM

1. APPOINTMENT, CONVERSION, AND TENURE
a. Appointment

The Secretary of HEW and the Secretary'of Labor should be given blanket
authority to appoint employees who are engaged in income maintenance functions
(and support activities) at the State and local level from the enactment of the
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Act until completion of the federalization of the function. For continuing posi-
tions the employees will be given special tenure appointment. Such employees
will be eligible for conversion to career-conditional or career. If -an employee is
not recommended for conversion, or is recommended for conversion but the recom-
mendation is not approved by the Commission, he could be retained as a status
quo employee.
b. Conversion

Employees appointed under the authority granted in the act should be converted
In accordance with the existing regulation with respect to conversion of In-
cumbents of positions brought Into the competitive service. However, employees
who had a status under i State or local merit system similar to career-conditional
or career would be exempt from the requirement of six months of satisfactory
service prior to the transfer to be eligible for conversion.
c. Tgl itre

State/local employees presently employed in income maintenance activities
being taken over will be accorded preference in selection for Federal Welfare
Reform positions in their State or localities, provided they meet minimum quali-
fications for the positions. Actual determination as to which State/local employees
would be appointed from any given Jurisdiction would be based on negotiation
between that Jurisdiction and appropriate Federal officials, and on individual
expressions of interest on the part of employees.

2. PAY
a. Salary retention

Provide for pay to be converted to nearest step at which no salary Is lost or,
If above the maximum step, to be retained two years for all employees transferred.
b. Eligibility for periodic step increases

State/local service should not be credited for determining eligibility for within-
grade increases. -

3. FRINGE BENEFITS
a. Annual leave

State/local should be credited for determining annual lekve accrual rate.
Provisions should not be made for transfer of accrued annual leave from
State/local systems.
b. Sick leave

Provide for the transfer of accrued sick leave as a "cushion' to be available
only after all Federal sick leave has been used. The reserve sick leave account
would be forfeited upon separation or retirement and would not be credited for
length of service determination for a Civil Service annuity.
v. Crediting service for RIP computation

Provide for State/local service to \be credited in a reduction-in-force action.
Also credit State/local service toward completion- of the probationary period
and career tenure.
d. Crediting service for severance pay

Provision should not be made for crediting State/local service for severance
pay.
e. Crediting service for promotion seniority

Such weight as seniority carries in the Federal promotion system can be
credited without legislative provision.

f. Retirement
Each employee having a vested annuity right under his State or local system

on the effective date of Federalization would enter the Civil Service Retirement
System as a new employee. Each employee not having a vested right would also
enter the Civil Service Retirement Sytem as a new employee, but with pro-
vision for increasing his retirement benefit as follows: At the time of death or
retirement, if the basic service requirement of 18 months or 5 years, respectively,
has been met, $120 for each year ($10 for each full month) of State or local
service would be added to the employee's basic civil service annuity. This add-on
would be included in the computation before, and would be pubJect to any re-
duction for survivor election or early retirement. It would also be treated as part
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of the basic annuity for computation of widows' benefits or when being corn-
pared with 40% of High 3 average salary for the purpose of providing a guar-
anteed minimum disability benefit.

Eligibility for Civil Service retirement benefits would be governed by the
generally applicable law and regulations for the Civil Service Retirement Sys-
tem. State or local service would not count toward any service requirement for
annuity eligibility in the Civil Service Retirement System. Eligibility for the
add-on would not be dependent upon a deposit in the Civil Service Retirement
System. No deposit will be required irrespective of refunds from State or local
service.
g. Health insurance

Since the Federal system provides adequate options and coverage there should
be no provision for continuation in State/local plans nor for payment of a larger
percentage of premium than is available to Federal employees generally. Pro-
vision should be made to credit State or local service for determining eligibility
for continuation of health benefits coverage upon retirement from Federal
service. -

h. Life insurance
The Federal life insurance plan provides adequate coverage and therefore

provisions will not be made for continuation in State/local plans nor will it
provide for payment of a larger percentage of premiums. Provision shall be
made to credit State or local service for determining eligibility for continuation
of life insurance coverage upon retirement from Federal service.
i. Travel and tran8portatiom e0,pea8e8

Provisions should be made for payment of moving expenses similar to those
paid to a Federal employee who is transferred from one duty station to another
if the transfer from State or local employment to Federal employment involves
a comparable move.

4. COLLECTIVE BARGAINING RIGHTS

a. Negotiable i88ue8 and units
Practice should conform to applicable Federal laws and regulations.

b. Retention of existing agreements
Existing agreements and benefits derived from such agreements can be con-

tinued to the extent that they are consistent with, and could have been negotiated
under applicable Federal laws and regulations. Benefits under agreements can-
not vary from Federal law or regulations.

SERVICE EMPLOYEES INTERNATIONAL UNION,
Wa8hington, D.C. February 16, 1972.

Hon. RUSSELL B. LONG,
Chairman, Finance Committee,
U.S. Senate, Washington, D.C.

DEAR MR. CHAIRMAN: Enclosed herewith are copies of policy statements on
H.R. 1, the Welfare Reform bill, which statements were adopted by Locals 535
and 576 of our organization.

I would greatly appreciate it if these position papers could be included In
the record of your Committee's hearings on H.R. 1.

Sincerely,
RICHARD E. MURPHY,

Assistant to the General President.

SOCIAL SERVICES UNION,
LOCAL 535, AFL-CIO,

Oakland, Calif., January 31, 1972.

POSITION OF LOCAL 535 ON HR-1

Local 535 is in support of certain basic concepts in HR-1 which promise major
genuine changes and improvements in the welfare system which will increase
the cash income of millions of impoverished residents of the United States and
its overseas territories.
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In particular, we are in support of:
1. Expanded cash assistance and services for greatly increased numbers of

those who need them.
2. Uniform federalized eligibility determination and grant administration.
3. Federally determined minimum income support levels with provisions for

state supplementation where current aid grant levels are higher than the mini-
mum national standard.

4. Nationwide federally administered and funded programs for public service
employment, work training, and day care for children.

While we support those basic concepts of HR-1, we also recognize that the total
package Is not up to our ideal standards for welfare reform and we would
work for the following improvements: -

1. Adoption of a national goal to eliminate poverty by a specific date, not later
than 1976. This would require an income floor at no less than the poverty level
in consideration of the cost of living at that time.

2. Increases in the basic federal payment level for larger families-HR-1
provides no additional income for families larger than 8 persons.

3. Mandatory State Supplementation to begin the program and gradual State
fiscal relief from all welfare costs by 1977.

4. Maximization of the recipients' options in relation to use of employment,
training and child resources. In particular, a mother's participation in the
work force should be voluntary.

5. No requirement to accept employment at wages below the federal minimum
level should remain in the bill. In no way should a welfare program be used to
subsidize sub-standard wages or other sub-standard conditions of employment.

6. Addition to HR-1 of a strongly-worded amendment to guarantee that first
consideration for employment in administering the provisions of HR-1 be offered
to state and local employees administering the current welfare system with
adequate protection for their rights and benefits.

7. The provisions which forbid eligibility for aid to parents who- are full-time
college or university students and which specifically rule out of the definitions of
"family" and "child" a woman with an unborn child are particularly onerous
and should be eliminated. Any provisions which discourage optimum education
and prenatal care are totally unacceptable.

8. In addition- to the welfare provisions in Titles III and IV of HR-1 we
support the improved Social Security insurance provisions in Title I. However,
we oppose and urge elimination of the regressive Medicare and Medicaid pro-
posals in Title II. In particular, the states should continue to be required to
have comprehensive medicaid programs by 1977 and should not be permitted to
eliminate or charge fees for such optional benefits as prescription drugs, eye
glasses or dental care. Our position is strongly in favor of comprehensive pre-
ventive and remedial health care for everybody.

Submitted by:
DAVID D. CRIPPEN, A.C.S.W., Executive Director.

LocAL 576,
SERVICE EMPLOYEES INTERNATIONAL UNION,

Boston, Mass., January 26, 1972.
General President GEORGE HARDY,
Service Employees International Union AFL-CIO,
Washington, D.C.

DEAR PRESIDENT HARDY: In regard to Mr. Murphy's recent letter in connection
with the Hearings to be held regarding Federal take-over of Welfare, Local 576
Committee on Federal Take-over submits the following information:

1. PENSIONS

From all available information, our Committee feels that the most difficult
problem facing Welfare employees In the transition to Federal Service would be
the loss of current pension rights.

Massachusetts StAte employees presently have the best pension system in the
country. The proposed Personnel Amendment to HR 1 as suggested by the Civil
Service Commission and HEW provides:

A. Employees with vested pension rights must retire from State Service and
begin a new pension system as a Federal employee.
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B. Employees without vested pension rights would be credited after 18 months
in case of death, and after 5 years $120.00 per year added to the Federal pension
for each year of State or local service.

We recommended that:
a. A system such as exists in Employment Security i.e. Employees remain in

the State pension system and the Federal Government reimburses the State for
pension costs.

b. Or, in the alternative, an optional system in which the employees may
choose to remain with the State system or enter the Federal Retirement system
as was done for employees in the federalization of the National Guard-Public
Law 90-486, 90th Congress, S. 3865, August 13, 1968.

Basic argument for this approach is that the tremendous loss of employees
changing from State to Federal pension system would encourage a rash of retire-
ments of the older experienced employees who are usually the backbone of the
staff. Their services will be urgently needed in order to make the transition
smooth and the new program effective.

2. JOB SECURITY

Every employee should be guaranteed a permanent position in the Federal
Service with no Civil Service examination required and full credit should be
given for all years of Local, County or State service.

3. SALARY

No loss of salary to any employee carried over. Employees over grade should
be frozen at their rate until a Congressional pay raise is granted and no limita-
tion as to the length of the frozen rate.

4. SICK LEAVE ACCUMULATION

The Civil Service and HEW proposal is for 30 days of carry-over accumulation
sick leave. We feel that the full carry-over of sick leave should be allowed. The
obvious factor of Welfare employees using up their sick leave prior to Federal
take-over would result in a crippling effect in the performance of Welfare func-
tions.

5. GROUP HOSPITAL-MEDICAL COVERAGE

A. Continuous coverage on all benefits should be allowed-no waiting period.
B. No physical examination should be required.

6. LIFE INSURANCE

No physical examination should be required.

7. EXISTING UNION CONTRACTS AND CERTIFIOATIONS

Existing Union cotracts and Certifications should continue in effect.

8. SELECTION OF EMPLOYEES TO ENTER FEDERAL SERVICE

Determination of which employees remain with State Welfare, which employ-
ees to be taken over by the Assistance Benefit Administration, the Social Security
Administration and the Labor Department should be a matter of negotiations or
conference of Management and certified Unions.

Sincerely and Fraternally, JOHN . KE=F, Preeldent.

.Very truly yours, ALICE NAUSS,

Chairman, Federal Take-Over Committee.

Senator ANDERSON. Thank you very much. You have been patient
and we appreciate it.

Mr. Minarchenko.
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STATEMENT OF PAUL 3. MINARCHENKO, DIRECTOR OF LE ISLA-
TION, AMERICAN FEDERATION OF STATE, COUNTY, AND MUNICI-
PAL EMPLOYEES, AFL-CIO

Mr. MINARCI-IENiO. Thank you, Mr. Chairman.
Members of the committee, our union of over 525,000 public em-

ployees includes some 30,000 persons who work for State, county, and
municipal departments of public welfare. I speak principally in their
behalf today and in part on behalf of the tens of thousands of other
persons employed in the 3,500 public welfare offices throughout the
United States. During the 21/2 years that the issue of welfare reform
has been before the congress , now in the form of H.R. 1, there has
been long debate and considerable controversy surrounding many fea-
tures of this complex legislation. Witness after witness before you have
discussed at great length matters of vital social policy. Our union
shares these concerns and has added its voice to those who support
the passage of meaningful reform legislation. H.R. 1 as passed by the
House fails to meet our test and is a totally inadequate bill. It is for
this reason we urge the modification of H.R. 1 as proposed by Senator
Ribicoff's- Amendment No. 559 as a first step toward real welfare re-
form.

However, my purpose today is not to engage in a philosophical de-
bate .about the issues of welfare reform which have been the focus of
much-public attenion. Throughout these hearings others will present
testimony on such matters. My purpose today is to bring to the atten-
tion of the committee a major defect in the welfare reform legislation
now before you; the elimination of the jobs of tens of thousands of
experienced employees who now administer the welfare system.

Under titles III and IV of H.R. 1, the -present Federal-State pro-
grams of welfare would be replaced by a new program administered
by the Federal Government, including the probable Federal adminis-
tration of any State supplemental payments a State may make above
the basic Federal payments level.

This federalization of the welfare system will necessarily result in
the transfer of eligibility-and cash assistance payment functions from
State and local governmental agencies to the Federal Government.
However, no provision is made in H.R. 1 with respect to an estimated
90,000 public employees who presently perform these functions. Under
H.R. 1 their jobs, in effect, would cease to exist, and the bill provides
no individual employee protection with respect to his job security,
rights and benefits. Consequently, if the bill passed in its present form,
present State and local government welfare employees would be in-
voluntarily unemployed. They would be forced to seek employment
under the Federal programs as new hires-and even those who may be
hired will suffer substantial losses in benefits and rights. In many cases
they would be forced to attempt to find employment elsewhere in the
public and private sector of our economy at a time when jobs are just
not available.

It would be ironic to us if many of these people were forced to par-
ticipate in the new welfare programs as recipients rather than as
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gainfully employed individuals who possess the experience and skills
which will be needed in administering the new Federal program.

I think it is well to point out at this time that one of the arguments
that has continuously been advanced against the proposition of pro-
tecting these employees is the need to streamline existing welfare
bureaucracy. I.R. 1, it has been said, would reduce the size of the
present work force. Yet according to their own estimate, the Nixon
administration has discussed that some 80,000 additional Federal em-
ployees working at 4,000 locations across the country would be needed
to administer Ii.R. 1.

In the view of some people, and in particular those of HEW and
the Civil Service Commission, the fate of these employees is a minor
problem; a detail which can be resolved after the passage of H.R. 1.

We cannot accept that position. In fact, it runs counter to the rule
of logic and reason in the implementation of a meaningful welfare
reform program. Lacking specific pro visions.regarding the status and
protection of State and local government employees who now admin-
ister the Federal-State welfare programs, the implementation of H.R.
1 will most certainly result in a multitude of personnel and admin-
istrative problems--an unnecessary burden which cannot help but
limit the effective operation of the'new welfare programs established
by the bill.

We do not believe it is the intent of -Congress to threaten the eco-
nomic well-being of those State and local government employees who
now administer the existing welfare programs. However, unless ade-
quate employee protection provisions are included in H.R. 1, the enact-
ment of this measure will represent a great injustice.

It is not possible to fully relate the very tragic human consequence
of this problem. Men and w-omen who have spent years at a job would
be without employment even though their functions continued. Public
employees who have accrued years of service toward retirement would
suQd denlv be without credit for those years.

The State and local government employees who would be affected
by H.R. 1 have a basic right to a degreee of protection from arbitrary
governmental action which will have a significant impact on their lives
should H.R. 1 become law, and the Congress has a responsibility
to insure that the rights of these citizens are not violated.

We submit that the improvements in the present welfare system must
not be instituted at the expense of these citizens.

Mr. Chairman, we recognize that the best means of protecting these
employees is through the maintenance of the existing system of State
administration .of a nationally uniform welfare system. However, if
federalization is the will of the Congress, as the'House has demon-
strated in passing a similar bill twice, then other means of protecting
these employees must be incorporated into H.R. 1.

Amendment 559 to H.R. 1 contains an adequate employee protection
provision. This provision would assure that these, State and local
government employees are guaranteed job security, a continuation of
collective bargaining rights, and full protection against any loss of
salary, pension rights, seniority rights, past service credits for annual
leave, and other terms and conditions of employment they presently
enjoy.
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In our prepared statement we outline numerous citations concerning
tle *U(licial and legislative precedents supporting our proposal.

Ilieire is. Mr. Chairman, a long history of congressional concern for
the protection of employees, both those. in the private sector and the
l)utilic sector, whether Federal, State or local government employees.

In the interests of time I will not burden you with citing all of these.
We have a rather technical statement.

Senator AsDERSON. We will include all of it in the record.
Mr. MINAmIWIENKO. Right.. Our union believes that the Congress

should apply to the Federal Government as an employer those concepts
ote(d a)ove which it has constantly appliedd to the private and public

employers with respect to the responsibility of protecting the rights
of ('mfll)ovees.

It. is clear that what Congress has decreed as to the protection of
J)rivate and public eml)loyees, not only as to preserving their collective
I)argaining rights but as to the preservation of their retirement and

other benefits in the Urban Mass Transportation Act, the Interstate
Commerce Act, the National Labor Relations Adt, the National Guard
Technicians Act, the Rail Passenger Service Act and elsewhere the
Congress can similarly decree for Federal employees, particularly those
who become Federal employees or are otherwise in need of protection
by virtue of the federalization of existing welfare programs now ad-
ministered by State and local government welfare employees.

Beyond the legislative and judicial precedents discussed above, it is
no exaggeration to state that, under the circumstances, the Congress in
fa('t has a moral obligation to protect these public employees. They
must not become, under the banner of reform, the victims of this
legislation.

In adopting this legislation, the House failed to recognize this
critical issue. We urge the members of the Senate Committee on Fi-
nance to correct this major defect in H.R. 1.

In concluding, Mr. Chairman, I would also like to point out that
I.R. 1 also severely curtails the moneys which will be available for
various social service futcions, and also, therefore, represents a threat
to the jobs of persons now performing social service tasks at the State
and local level. These employees include social workers, children's
counselors, homemakers, home economists and clerical workers. The
cutl)ack in funds comes at a time of rising caseloads. It will force
economy measures which traditionally means personnel adjustments.
11e consider this an intolerable situation. In fact, it casts the Federal
Government in the role of leading an assault on public salary levels.

I would point out that the Congress has consistently prohibited
federally financed wage cutting in the private sector through the
Davis-Bacon and Walsh-Healey Acts. Public employees are due no
less consideration.

Amendment No. 559 would also alleviate their situation.
The CHAIRMAN (presiding). Let me just see if I understand you cor-

rectly. As far as the protection of the rights of employees are con-
cerned, you say they need not have their seniority rights or their pay
or anything else upset by the welfare bill that we pass. You would like
to have those people protected by simply having the existing system of
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State administration made nationa-lly uniform, rather than having the
Federal Government just take over their jobs.

Mr. MINARCUENKO. Mr. Chairman, what we say is that, quite can-
didly, the best way of protecting these people would be to maintain
State administration.

The CHAIRMAN. Well, frankly, I think we have the votes to do that.
Mr. MINARCIHENKO. We indicate that if we are going to have State

administration, we must have a nationally unifonn welfare system.
It would be entirely inconsistent with our position on what we consider
to be real welfare reform legislation to maintain the entire welfare
system as it now exists.

If we had H.R. 1. or as modified bv Senator Ribicoff with State
administration, that is obviously the best way of protecting these State
and local employees. There would in effect be no transfer.

However, the way the bill is now written, you have federalization,
but these employees would be forced to seek employment as "new
hires," and in most cases they would be involuntarily unemployed, they
-would be eligible for welfare assistance.

The CHAIRMAN. Well, frankly, the matter first came up in a pre-
vious Congress. It seemed to me at that time that the best we could
do would be to provide some job preference or at least some considera-
tion for your members in employment under a new Federal program.
But the more I think about it, the more I am convinced that the an-
swer is to simply continue State administration, and if we do that,
we don't have to give you any job preferences, you are already in
the job, isn't that right?

Mr. MINARCHENKO. That is correct. Our concern, however, and the
reason we state both points is that the House, as you know, has passed,
2 years in a row, a federalization bill.

The CHAIRMAN. Frankly, I have been counting the noses, you have
the votes right here in_ this committee to keep it with State admini-
stration. Why would you want to settle for anything less? In other
words, if you want to ask us what to do, there is no doubt in my
mind there are enough votes here in this committee to retain State
administration of it. Why would you want to ask for anything less
than that if we have the votes to do it ?

Mr. MINARCHENKO. Mr. Chairman, I think perhaps you misun-
derstood my*remarks. In terms of presenting our testimony, we are,
of course, speaking to the bill as currently before you in terms of
H.R. 1, and in terms of any recommendations that we would have
for improving that particular document. We are asking that if the
will of the Congress does become federalization in existing programs,
that it must contain statutory protections for State and Government
local employees. Obviously, if it is the will of the Senate to adopt
the State administration of a national welfare program, that would
also provide protection for existing employees.

The CHAIRMAN. Well, if I detect the views of the members of this
committee, the overwhelming majority is in favor of retaining State
administration. I

Now, the degree to which we will require uniformity is really ir-
relevant as far as the rights of employees in the program are con-
cerned. You are speaking for loyal people, who have worked down
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through the years for the program, and gained some seniority and civil
service rights. In some States, they have been permitted to negotiate
collectively, but are they permitted to go out on strike under the law?

Mr. MINARCIRENKO. I think the newspaper accounts indicate that
public employees do have occasions to strike, Senator. Two States at
the present time do have a limited right-to-strike legislation, the States
of Pennsylvania and Hawaii.

The CHAIRMAN. Well, I am not-complaining if they have the right,
but in some States they don't. But in any event, if they have done
the best they could to do a job, I don't see why they should be dis-
missed from their jobs or made insecure, and I think that that is the
view of the overwhelming majority on the committee.

If your people will get busy and contact these other State employees
so they can contact their Senators, I am confident that the bill will
come out of this committee regardless-

Mr. MfINARCHIENKO. As you well know, Senator, there has been a
stream of activity from the State of Louisiana and other States.

The CHAIRMAN. Frankly, your people have been well represented. I
was inclined to vote the other way, but the representatives of the em-
ployees in Louisiana working together, and speaking through their
State president, Victor Busse, explained their views to me, and they
were so persuasive about it I was persuaded they were right, and so I
would support that amendment you are talking about if we did have
federalization, but I don't think we -need to- have complete
federalization.

It appeals to this Senator that no matter how much uniformity the
Senate might see fit or the Congress might see fit to require, that we
ought to just retain a State administration here. That would have a lot
of advantages. So if your people get busy, as they have in Louisiana,
and contact their Senators, I don't think you are going to have any
problem.

I would suggest to you though that you would be making a mistake
to pursue the remedy of job protection under a completely Federal pro-
gram, if you have the votes to maintain what is your first preference
and that is to retain State administration.

Mr. MINARCHENKO. Your point is well taken, Senator.
The CHAIMAN. Any questions ?
Senator CURns. How many employees are involved in all the States?
Mr. MINARCHEN O. Well, concerning the estimates, as you know,

there is much dispute. The closest that our research department comes
up to, Senator, is in the neighborhood of 80,000. It is difficult to esti-
mate, since in many cases you don't have a clear-cut distinction between
those who perform clerical, the eligibility intake functAon, and those
who perform professional services. In many States, you have people
doing both. As a consequence, the numbers game is a little bit difficult
to be accurate with.

I would say that 80,000 has been the most reliable figure that we have
heard.

Senator CunTrs. Are you directing your remarks to both the profes-
sionals and the clericalsI

Mr. MINARCHENKO. No. These are the people that we believe are di-
rectly involved in those functions which would be directly affected by
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this bill. We atre talking not primarily about professional caseworkers,
although, in some cases, a professional caseworker performs both social
service functions and the eligibility function and other intake func-
tions, administrative fimetions.

Senator CUrris. Thank you very much.
-Mr. MINARCIIENKO. Thank you, Senator.
(Prepared statement of Mr. Minarchenko follows:)

STATEMENT OF PAUL J. MINARCHENKO, DIRECTOR OF LEGISLATION. ON BEHALF OF
AMERICAN FEDERATION OF STATE, COUNTY, AND MUNICIPAL EMPLOYEES

The American Federation of State, County, and Municipal Employees is a
union of over 5.5,000 public employees. Included in our membership are some
30,000 persons who are employed by the State, county, and municipal departments
of public welfare engaged In the administration of the present welfare system.
We appear here today primarily on- their behalf and, in part, in behalf of the
tens of thousands of other persons -empioyed by the 3,500 State, county, and
local public welfare offices throughout the United States, who would be ad-
versely affected by the welfare provisions of H.R. 1 as it passed the House of
Representatives.

WELFARE REFORM-THE NEED FOR EMPLOYEE PROTECTION PROVISIONS

Background-The Problem
Under Titles III and IV of H.R. 1, the present Federal-State programs of

aid to the aged, blind and disabled and aid to families with dependent children
(AFDC) would be replaced by new programs administered by the Federal gov-
ernment, including the probable Federal administration of any state supplemen-
tal payments a state may make above the basic Federal payments level.

This "Federalization" of the welfare system will necessarily result in the
transfer of eligibility and cash assistance payment functions from state and local
governmental agencies to the Federal government. However, no provision is ninde
in H.R. 1 with respect to an estimated 90,000 public employees who presently
perform these functions in some 3,500 state, county and local public welfare
offices throughout the nation.

H.R. 1 threatens to eliminate the jobs of these thousands of experienced public
employees-their jobs, in effect, would cease to exist and the bill provides no in-
dividual employee protection with respect to his job security, rights and benefits.

Consequently, if H.R. 1, as it passed the House, were enacted into law,
present state and local government welfare employees would be involuntarily
unemployed. They would be forced to seek employment under the Federal pro-
grams as "new hires"-and even those who may be hired will suffer substantial
losses in benefits and rights-or attempt to find employment elsewhere in the
public and private sector of our economy at a time when jobs are Just not
available. It would be ironic if many of these people were forced to participate
in the new welfare programs as recipients rather than as gainfully employed
individuals who possess the experience and skills which will be needed in admin-
istering those programs.

In the view of some people, the fate of these employees is a minor problem;
a detail which can be resolved after the passage of H.R. 1.

We cannot accept that position. In fact, it runs counter to the rule of logic
and reason in the implementation of meaningful welfare reform. Lacking specific
provisions regarding the status and protection of state and local government
employees who now administer the Federal-State welfare programs, tie im-
plementation of H.R. 1 will most certainly result in a multitude of personnel and
administrative problems--an unnecessary burden which cannot help but limit
the effective operation of the new welfare programs established by the bill.

We do not believe it is the intent of Congress to threaten the economic well-
being of those state and local government employee who now administer the
existing welfare programs. However, unless adequate employee protection pro-
visions are Included in H.R. 1, the enactment of this measure will represent a
great injustice.
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It is not possible to fully relate the very tragic-human consequence of this
problem. Men and women who have spent years at a job would be without em-
ployment even though their functions continued. Public employees who have
accrued years of service toward retirement would suddenly be without credit
for those years.

The state and local government employees who would be affected by H.R. 1
have a basic right to a degree of protection from arbitrary governmental action
which will have a significant impact on their lives should H.R. 1 become law,
and the Congress has a responsibility to insure that the rights of these citizens
are not violated. The improvements in the present welfare system must not be
instituted at the expense of these citizens.

During the course of tile Conmittee's hearings, you have heard substantial
testimony by many individuals and organizations concerning the many serious
defects in H.R. I as it passed the House and its failure to adequately deal with
a number of major problems of the present welfare system. We add our voice
to those who oppose H.R. I in its present form and urge the adoption of Amend.
ment #559, introduced by Senator Riblcoff and others, as a step toward mean-
ingful welfare reform.

However, while there are many points of controversy surrounding this com-
plex legislation, our principal concern is the protection of an estimated 85,000
public employees who now administer the welfare system.
Adequate Employee Protections

We recognize that the best nieans of protecting these employees is through the
maintenance of the existing system of state administration of a nationally uni-
form welfare system. However, if "Federalization" is the will of the Congress,
then other means of protecting these employees must be incorporated into H.R. 1.

Amendment #559 to H.R. 1 contains an adequate employee protection provi-
sion. This provision would assure that these state and local government employees
are guaranteed Job security, a continuation of collective bargaining rights, and
full protection against any loss of salary. pension rights, seniority rights, past
service credits for annual leave, and other terms and conditions of employment
they presently enjoy.

Title IV, Part D, Section 2173 ("Administration") of H.R. I would be amended
to require the Secretary of Health, Education and Welfare, the Secretary of
Labor, and any state, where an agreement is made under the Act between a
state and the Federal government, to protect individual employees who presently
perform functions which would be assumed by the Federal government "against
a worsening of their position with respect to their employment", including as-
surances of employment by the Federal government under the new welfare pro-
grams or continued employment by a state or local unit of government. 'The Sec-
retary of Labor is further charged with the responsibility to certify that fair
and equitable employment arrangements have been made, in accordance with tile
requirements of this provision, to fully protection the interests of such employees.
Rationale and Precedents

There is a long history of Congressional concern for the protection of em-
ployees, both those in the private sector and the public sector, whether Federal,
state or local government employees.

A starting point in the evolution of the development of employees protective
conditions through federal legislation is the Emergency Railroad Transporta-
tion Act enacted in 1933 which provided for a form of job freeze for railroad
employees. In 1940, Congress enacted Section 5(2) (f) of the Interstate Com-
merce Act requiring that as a condition of approval of railroad mergers and
consolidations by the Interstate Commerce Commission there must be a fair and
equitable arrangement to protect the interest of employees affected and that
a four-year period the transaction will not result in the employees being in a
"worse position with respect to their employment."

A clear judicial mandate for such protection is found in U.S. v. Lowden, 308
U. S. 225; and 100 v. Railway Labor Exeoutives Association, 315 U.S. 373. Similar
grants of employee protective conditions by the Civil Aeronautics Board are cus-
tomary and the Board's power to impose such conditions has been upheld. (Kent
v. (JAB, 204 F. 2d 236 (CA2), cert. den. 346 U.S. (826)).

Congress in 1943 provided employee protection for employees of telegraph com-
panies involved in consolidation of mergers, 47 U.S.C. 222 (f), patterned generally
after the employee protective provisions developed by the ICC, but containing
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specific provisions developed by the ICC for preservation of pension, health, dis-
ability or death insurance benefits and preservation of employee rights under
collective bargaining agreements.

Most recently the Congress asserted these principles in the Rail Passenger
Service Act of 1970 (Public Law 91-518). In establishing the National Railroad
Passenger Corporation (Amtrack) the Congress required that "a railroad shall
provide fair and equitable arrangements to protect the interests of employees
affected by discontinuance of inter-city rail passenger service whether occurring
before, on, or after January 1, 1975". (Section 405.)

Congress has not merely required employee protection, including but not
limited to the preservation of Jobs and benefits, but also of collective bargaining
contracts as to both private and public employees. Thus, in California v. Taylor,
353 U.S. 553, the Supreme Court held that the State of California which operated
a State-owned railroad must bargain collectively under the Railway Labor Act
with the union which represented its employees and the Court held further that
the California civil service system and anti-strike law were superseded by the
Federal Act.

As long ago as 1950, the Social Security Act was amended with regard to local
government employees to provide municipalities which were operating mass
transportation systems which became publicly operated after 1937 (with one
exception) must mandatorily bring their employed under the coverage of the
Social Security Act, 42 U.S.C. 410(k). -

The Urban Mass Transit Act of 1964, Public Law 88-865 (now 49 U.S.C. 1609
(c)), provides broad and expansive employee protective conditions as-a pre-
requisite to the granting of any Federal financial assistance under the Act. Transit
employees, public or private, are protected in their Jobs, in the preservation of
their collective bargaining rights, pensions and other benefits, and against the
worsening of their positions with respect to their employment. Similar labor
standard provisions are contained in the High Speed Ground Transportation
law, 49 U.S.C. 1636, and in the law establishing the Washington Metropolitan
Area Transit System, 40 U.S.C. 682(3).'

Congress through amendments to the Fair Labor Standards Act has in fact
determined the minimum wages to be paid by states and their political subdivi-
sions with respect to employees of hospitals, institutions and schools operated
by them. (29 U.S.C. 203s) and 203(d). The Supreme Court ID Marygand v. Wirtz,
892 U.S. 183, upheld the constitutional power of Congress to apply the FLSA to
state or Municipal employees.

Technicians employed by the National Guard were made employees of the
United States by the National Guard Technicians Act of 1968, P.L. 90-486, and
service credits prior to the effective date of the Act were afforded for various
purposes including the determination of length of service for purposes of leave,
employee death and disability compensation, group life and health insurance,
severance pay, tenure, and status and, with some modifications, for retirement
benefits. Annual leave and sick leave to which a technician was entitled prior
to the conversion of his position from state to Fideral employment were credited
to him in his new position. (P.L. 90-486 See. 8.) Compensation in excess of the
maximum of the appropriate grade provided under the General Schedule was
protected when the technicians were brought under the General Schedule. (P.L.
0486 See. 8.).
conclusion

There can be no serious question as to the right of Congress to enact legisla-
tion governing the employment of Federal employees including provisions as to
their compensation, hours, benefits (including retirement benefits), tenure and
other conditions of employment. Congress has traditionally and repeatedly done
so. (See, for example, Title 5 U.S.C. 5101 ff.).

Further, the Congress may, of course, subject to constitutional limitation.
impose the conditions upon which it will grant moneys to the States or other
public agencies. In Kig v. Smith, 392 U.S. 809, 888, the Supreme Court said,
"There is of course no question that the Federal Government, unless barred by
some controlling constitutional prohibition, may impose the terms and conditions

I Existing federal case law as developed by the National Labor Relations Board under
the NLRA requires that successor employers be bound by a collective bargaining agreement
between the predecessor employer and the union which represents it employees. (Burns
International Detective Agency, Inc., 182 NLRB No. 50.) r
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upon which its money allotments to the States shall be disbursed, and that any
stated law or regulation inconsistent with such federal terms and conditions is
to that extent invalid. (See Ivanhoe Irrigation Diotrlot v. MoOraken, 857 U.S.
275 (1958) ; Oklahoma v. OTtvil Service Commf881on, 380 U.S. 127. 143 (1947)).

AFSCME believes that the Congress should apply to the Federal government
as an employer, those concepts noted above which it has consistently applied to
private ahd public employers with respect to the responsibility of protecting the
rights of employees.

It is clear that what Congress has decreed as to the protection of private and
public employees, not only as to preserving their collective bargaining rights but
is to the preservation of their retirement and other benefits in the Urban Mass
Transportation Act, the Interstate Commerce Act, the National Labor Relations
Act, the National Guard Technicians Act, the Rail Passenger Service Act and
elsewhere the Congress can similarly decree for Federal employees, particularly
those who become Federal employees or are otherwise in need of protection by
virtue of the "Federalization" of existing welfare programs now administered by
state and local government welfare or employees.

Beyond the legislative and Judicial precedents discussed above, it is no exag-
geration to state that under the circumstances, the Congress in fact has a moral
obligation to protect these public employees. They must not become, under the
banner of "reform", the victims of this legislation.

In adopting this legislation, the House failed to recognize this critical issue.
We urge the Members of the Senate Committee on Finance to correct this
major defect in I.R. 1.
The CHAIRMAN. The next witness is Mr. Fred Gaboury. You had

better help me correct the pronunciation. Is that how you pronounce it?
Mr. GAnoURY. Gaboury, sir.
The CHAmrAY€. Mr. Gaboury, cochairman of the National Coordi-

nating Committee for Trade Union Action and Democracy.

STATEMENT OF FRED GABOURY, COCHAIRMAN, NATIONAL COOR-
DINATING COMMITTEE FOR TRADE UNION ACTION AND
DEMOCRACY

M[r. GABOURY. I am Fred Gaboury, sir, the national field organizer
for the National Coordinating Committee for Trade Union Action
and Democracy, amid the thought occurs to me, sir, for 25 years I
worked in the logging industry on the west coast, and it came as a
surprise to me sometime in my career to realize that the State of
Louisiana outranked the State of Washington as a lumber producer.
Washington now is fifth, I believe now, and Louisiana with Alaska
added to the Union is thir(l and that came as a striwise to me. I hope
it comes as welcome news to your committee. Unfortunately, I have
to report, sir, that the average wage paid to peoplee in the forest
products industry in Louisiana is hardly more than half paid to those
in the State of Washington.

The National Coordinating Committee for Trade Union Action
and Democracy represents a movement of rank and file union-members
whn are determined to defend their unions and their standards of
wages and working conditions. We sense that H.R. 1, parading as
welfare reform is, in fact, designed to undermine these standards.

The proponents of II.R. 1 are counting on the effectiveness of racist
propaganda which has "established" that blacks, chicanos, Puerto
Ricans. American Indians-any unemployed iiinoritv-are "lazy."
"shiftless," "living high on welfare." to 'slip the bili through this
committee.

72-753-72-pt. 4-11



1776

I want to just focus in on one aspect of the legislation, and to illus-
trate it by three examples that have come to our attention and that is
that the requirement that people register and accept employment or
forfeit their right to draw welfare, and we want to quote from a letter
from Brother Dick Massman, Director of Council 48 of the American
Federation of State, County, and Municipal Employees, reporting
from Milwaukee, where he says in his letter and I quote:

Chapter 50 of Milwaukee County Ordinance provides the requirement of re-
cipients to sign up for the "county Work Experience Training Project," CWETP.
Five-hundred positions were allocated by the county board at $1.60 per hour, 40
hours a week.

These people are assigned to various departments In the county work area
which is represented by District Council 48, AFSCME. The recipients are to work
alongside of, not replace our members. However, -they actually do the same work,
filling in for vacancy, understaffing, etc. This situation-recipients forced to do
our work at half wages-is a violation of the ordinance, though we find it diffi-
cult to police. These people should be given regular employee status at unibn
wages.

Very briefly, this is how the system works: (1) "General Assistance Applicant"
signs for welfare; (2) potential recipient gets CWFETP job instead. If he or she
refuses the CWETP job, welfare assistance is denied.

The county board is talking about raising the job allocations to 1000.
I personally interviewed many of these CWETP workers and it comes as no

surprise that welfare costs are being cut. These human beings are subjected to
intolerable degradation by being forced to work at "scab" wages and conditions.

This system is Justified on the basis of training recipients to be "employable,"
Just as the H.R. 1 proposes. I don't have to tell you that it's not true. In many
cases these people had jobs; were laid off; ran out of unemployment compensa-
tion -benefits; couldn't find a job and applied for welfare. Now they are being
trained for jobs that do not exist or to replace other workers at substandard
wages.

And he cites a case of a woman, Virginia Paul, who was doing
custodial work for the county as a CWETP employee at $1.60 per hour.
At a later date she was hired by the county to do the same job as a
custodial worker at union pay, about $1 an hour more. After working
as a regular employee she received excellent efficiency ratings from her
superiors. While working as a regular employee she was given a physi.
cal and failed for high blood pressure. She was then terminated prior
to completing the 6-month probationary period. She reverted back to
CWETP status, doing the same job at less money, $1.60.

Or let's take the example of Ethnic Enterprises in Milwaukee. In
the Friday, December 17, 1971, issue of the Congressional Record,
Representative Les Aspin of Wisconsin praises a Mrs. Saint Charles
Lockett for establishing a business known as Ethnic Enterprises em-
ploying only women drawn from the Milwaukee, Wis., welfare rolls.
Mrs. Lockett's ostensible purpose is stated to be "to provide welfare
mothers with the necessary skills and training so that they can find
better paying jobs and more secure jobs in the Milwaukee industrial
community.

The National Coordinating Committee describes this type of work
as labor at forced or substandard wages. Let me elaborate.

Let me briefly elaborate. Ethnic Enterprises is located across the
street from the Milwaukee County Welfare building. Welfare recip-
ents are hired at $1.60 an hour with no fringe benefits. If a welfare
recipient were to refuse employment at Ethnic Enterprises, benefit
checks would be stopped.
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Assembly work there is being performed on a contract basis for
American Motors, Allen Bradley, and other major manufacturing
concerns. Similar work performed -at those plants would pay over $3
an hour under union contracts. Allen Bradley had workers still on
layoff when they contracted work at these scab wages.

Let me go to just one other case, the case of Miss Diane Stokes who
graduated in 1968 from the University of Illinois with a bachelor of
arts degree. She has worked as a writer, a researcher, and photog-rapher, and is presently out of work, unable to draw unemployment

compensation. She came to our office the first of the week and asked
if it were possible for her to work for us-in any capacity. When
asked what her present outlook was, she said that she was going to
have to go on welfare the 1st of February if she couldn't find a job.

We as this committee, what kid ofjob training do you see for
Diane were H.R. 1 with its work provisions to become lawI Or better
yet, what kind of job training would you foresee for the young black
woman, t high school graduate with no work experience, who is pres-
ently on welfare? Is she to have her skills raised to the level of Diane's,
or-and we consider this more likely-is Diane to be forced into work
at $1.60 an hour? Frankly, we see both Diane and those presently on
welfare as being forced into an "up the down staircase" situation oThey
are examples In life of the true meaning of the down-and-out patter
that has become the hallmark of the present administration and Con-
gress-in social legislation as well as in football.

The power and wealth of our Nation is based on the bedrock of the
production of goodsand services. 11 have the economic resources, the
scientific and technological skills, and the manpower to produce more
than enough to meet the needs of all the people.

There is no sane reason for permitting thie underutilization of our
facilities on the one hand and mass unemployment on the other, while
the needs of the people are largely unmet.

The National Coordinating Committee for Trade U~nion Action and
Democracy stands fou-rsquare for Federal legislation that will provide
jobs and training for all who need it. When we talk about jobs, we
are talking about jobs Ohat will enable a worker-moan or woman;
black, brown. red. *or white-to maintain himself and his family in,
comfort. and decency.

As rank-and-file'workers. we say: This does not mean forced labor
at $1.20 an hour or at $1.60 an hour. It means work at wages and con-
ditions that will enable a worker and his family to at least enjoy the
moderate standard of living salse yteUS eateto
Labor.gesalsebyteUSDeameto

So, Mr. Chairman, I close with that, and thank you for the oppor-
tunity to present our views before this committee.

The CITAIRMAN. Thank you very much.
(Prepared statement by Mr. CGaboury follows:)

STATEMENT OF. TTTE NATIONAL ('OORDTNATINOV CONMITTEE FOR TRADE UNION ACTIoN
AND DEMOCRACY, PRESENTED BY FRED GABOUrY, NATIONAL FIELD ORGANIZER,
NCCTUAI)

The testimony of NCCTUAD will argue:
1. That the forced work provisions of I1R 1 are designed to destroy the value

- of federal minimum wage legislation and to undercut union wages and working
conditions.
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2. That proponents of HR 1 count on the effectiveness of racist propaganda to
keep Blacks, Chicanos, Puerto Ricans, American Indians and other minorities at
substandard wages and working conditions.

3. That the "welfare" problem is a "Jobs" problem-if private industry cannot
provide jobs then the federal government must do so.

4. That in order to meet the needs of our people the jobs provided by govern-
ment must be in the area of social construction (schools, housing, medical care)
rather than military production.

The National Coordinating Committee for TradeUnion Action and Democracy
represents a movement of rank and file union members who are determined to
defend their unions and their standards of wages and working conditions. We
sense that HR 1, parading as welfare reform is, in fact, designed to undermine
these standards.

We are pleased to appear before this committee to present our views.
Long term and growing unemployment-is an ugly fact of life in the U.S. today,

and the standards of living of those workers who are still employed is declining.
In the period from January 1969 to October 1971 the rate of inflation increased

by 50%. The acknowledged rate of unemployed rose from 3.6% in 1968 to 6.1% as
1971 came to a close. No longer counted are the thousands who each week ex-
haust their unemployment benefits and the more than 800,000 "discouraged work-
ers" who have given up looking for nonexistent jobs.

The number of families forced onto the welfare rolls bears a direct-relation-
ship to the number of heads of families forced out of employment. Both pheno-
mena are the end result of a deliberate program to control inflation by creating
unemployment. Although the Nixon administration must bear major responsibil-
ity, both the Houses of Congress must be held accountable as well, for allowing
this situation to exist and, worse yet, to continue.

What can be the effect of a forced work program in a situation where the
number of available jobs is declining and the army of unemployed is growing?
The forced work provisions of HR1 require anyone on welfare over the age
of sixteen to accept work at three-fourths of the federal minimum wage; thereby,
gutting minimum wage legislation and giving Government sanction to the drive
to undercut union wages and working conditions.

If this committee allows the HR 1 to become law, we can expect this follow-
ing example from Milwaukee, Wisconsin to become the general pattern. (Brother
Dick Massman, Director of Council 48 of the American Federation of State,
County, and Municipal Employees, AFL-CIO reports:

"Chapter 50 of Milwaukee County Ordinance provides the requirement of
recipients to sign up for the "County Work Experience Training Project",
CWETP. 500 positions weie allocated by the county board at $1.60 per hour, 40
hours a week.

"These people are assigned to various departments in the county work area
which is represented by District Council 48, AFSCME. The recipients are to work
along 'side of, not replace our members. However, they actually do the same work,
filling in for vacancy, understaffing, etc. This situation-recipients forced to do-
our work at half wages-is a violation of the ordinance, though we find it dif.
ficult to police. These people should be given regular employee status at union
wages.

,Very briefly, this is how the system works: (1) 'General Assistance Appli-
cant' signs for welfare; (2) potential recipient gets CWETP job instead. If he or
she refuses the CWETP job. welfare assistance is denied.

"The county board is talking about raising the job allocations to 1000.
"I personally interviewed many of these CWETP workers and it comes as no

surprise that welfare costs are being cut. These human beings are subjected to
intolerable degradation by being forced to work at 'scab' wages and conditions.

"This system is justified on the basis of training recipients to be 'employable,'
just as the HR 1 proposes. I don't have to tell you that it's not true. In many
cases these people had jobs; were laid off; ran out of unemployment compensa-
tion benefits; couldn't find a job and applied for welfare. Now they are being
trained for jobs that do not exist or to replace other workers at sub-standard
wages.

"There. is one case I find hard to believe. A woman, Virginia Paul, was doing
custodial work for the county as a CWETP employee at $1.60 per hour. At a later
date she was hired by the county to do the same Job as a custodial worker at
union pay, about $1.00 an hour more. After working as a regular employee she
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received excellent efficiency ratings from her superiors. While working as a regu-
lar employee she was given a physical and failed for high blood pressure. She
was then terminated prior to completing the 6 month probationary period. She
reverted back to CWETP status, doing the-same job at less money, $1.60."

Or again, from Milwaukee: In the Friday, December 17, 1971, issue of the
Congressional Record, Representative Les Aspin of Wisconsin praises a Mrs.
Saint Charles Lockett for establishing a business known as Ethnic Enterprise
employing only woman drawn from the Milwaukee Wisconsin welfare rolls. Mrs.
Lockett's ostensible purpose is stated to be-'to provide welfare mothers with the
necessary skills and training so that they can find better paying jobs and more
secure jobs in the Milwaukee industrial community." We describe it as forced
labor at sub-standard wages.

Let me briefly elaborate: Ethnic Enterprises is located across the street from
the Milwaukee County Welfare building. Welfare recipients are hired at $1.60
an hour with no fringe benefits. If a welfare recipient were to refuse employment
at Ethnic Enterprises, benefit checks would be stopped.

Assembly work there is being performed on a contract basis for American
Motors, Allen Bradley and other major manufacturing concerns. Similar work
performed at those plants would pay over $3 an hour under union contracts.
Allen Bradley had workers still on layoff when they contracted work at these
scab wages.

Let's take a further look at this question of training for jobs, this time from
Albuquerque, New Mexico. Lorenzo Torrez, a copper miner, describes an un-
official visit with a brother Chicano who is a director of a youth training center.
Torrez quotes the director: "Out of 700 kids that have graduated from the center
in the past three years, jobs could be found for only 13."

Or consider the case of Diane Stokes, a 1968 graduate from the University of
Illinois with a BA in Art. Having worked as a writer, researcher and photogra-
pher, she is presently out of work and unable to draw unemployment compensa-
tion. Diane came into our office the first of the week and asked if it were possible
for her to work for us-in any capacity. When asked what her present outlook
was she said that she was going to have to go on welfare the first of February If
she couldn't find a job.

What job training would this Committee see for Diane were HR 1 with its
work provisions to become law? Or better yet, what kind of job training would you
foresee for the young black woman, a high school graduate with no work experi-
ence, who is presently on welfare? Is she to have her skills raised to the level
of Diane's or-and we consider this morel ikely-is Diane to be forced into
work at a dollar sixty an hour. Frankly, we see both Diane and those presently
on welfare as being forced into ,an "up the down staircase" situation. They are
examples in life of the true meaning of the down and out pattern that has become
the hallmark of the present Administration and Congress-in social legislation
as well as in football.

The proponents of HR 1 are counting on the effectiveness of racist propaganda
which has ""established" that Blacks, Chicanos, Puerto Ricans, American In-
dians-any unemployed minority--are "lazy," "shiftless," "living high on wel-
fare," to slip the bill through this committee.

President Nixon has said: "The good life is not the lazy life or the empty
life that consumes without producing." The National Coordinating Committee for
Trade Union Action and Democracy says: "If private industry can't or won't
provide jobs, the government must !"

The power and wealth of our nation is based on the bed-rock of the produc-
tion of goods and services. We have the economic resources, the scientific and
technological skills, and the manpower to produce more than enough to meet
the needs of all the people.

There is no sane reason for permitting the under-utilization of our facilities
on the one hand and mass unemployment on the other, while the needs of the
people are largely unmet.

Military production wastes manpower, tax revenues, facilities and resources,
contributing to inflation and environmental pollution. Meanwhile the cities decay,
education and medical care deteriorate, unemployment rises, and poverty stalks
the land.

NCCTUAD stands foursquare for federal legislation that will provide jobs and
training for all who need it. When *e talk about jobs we are talking about
Jobs that will enable a worker-man or woman, black, brown, red or white-
to maintain himself and his family In comfort and decency.
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As rank and file workers we say: "This does not mean forced labor at $1.20
an hour, or at $1.60 an hour. It means work at wages and conditions that will
-enable a worker and his family to at least enjoy the moderate standard of liv-
ing established by the United States Department of .Labor."

I close with several stanzas from a poem written in another day when similar
attempts were being made to use the unemployed to drive down wages and
when, as now, those in high places attempted to blame the poor for their own
poverty :

Ah, the men with dollars, so many times,
Have peeped in our dreary world of dimes,
And I hear that people in brandnew clothes
Meet in the cities to speak of our woes.
And one of them said that my child was weak,
That its twisted bones and its pale white cheek,
Could be cured with food and warmth and sun,
And that something drastic must be done.
That our social system had gone amiss,
And things could never go on like this.
And I know it is true, what the gentleman said,
For he never came back-and my child is dead.

There is only one way to improve H.R. 1 and that is to kill it! -

Senator BENNETT. Mr. Chairman, I think the entire committee, and
I am referring to those who were present to hear Dr. Roger Freeman
yesterday, felt he had put in a great deal of time and collected a great
mianv valuable facts and statistics, and analysis and gave us the bene-
fit of his observation of welfare in a number of other countries, and it
seems to me it would be very valuable to all of the Senators, and I
would like to ask unanimous consent that the chairman be authorized
to have it printed as a separate document and to be worked out as the
staff would handle it.

The CHAIR AN. I would hope we can agree to that. I sat up last
night and read Mr. Freeman's statement, every word of his entire
presentation, and I must say that he provides a veritable gold mine of
information that has not hitherto been so clearly available to this com-
-mittee. I don't know of any witness who brought such a breadth of
research and such -broad documentation for trie statements that he
had to make and provide so much background information that can
be used by the committee. I think it would be useful to every Senator
in the debate on this subject.

It might be appropriate that every Member of the Senate have acopy of his statement available to him, particularly in view of all the
documentation. Other Senators have been using the background data
provided by this witness, and I think it would be desirable that they
have it available to them so that they could use it,
. Now it may be that the Department of HEW could point out some
statistics might be in error or that they might want to make a com-
mentary with regard to some of the points the witness made, and I
would welcome it. I would be happy to have all the information that
can be made available.

Senator- Ccvs. Would the chairman yield right there? "The De-
partment has ways of getting their own documents published and, of
course, we have never, never turned them down here in certainly every-
thing they offered.

The CHARMAx. Oh, no.
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Senator CuRTIs. I consider this in the same category as much of the
fine material our fine staff work out. We don't just bury that in the
hearing but make it a separate pamphlet so it is a working paper, so it
is convenient.

The CHAUMAN. Frankly, we have had many good statements for
and against and I would certainly advocate that every Senator ought
to read the best statements that are made on both sides of this crucial
issue. Mr. Freeman's statement is the best statement critical of the
family assistance plan.

Now, I would certainly be willing to show the same consideration
for equal length of those who feel that the plan is everything that
the doctor ordered, whichever statement they would care to have des-
ignated to also be made available. But I just think the Senator is
correct. This is a magnificent piece of research and should be made
available to every Senator.

Senator FANNIN. Mr. Chairman, I support both the distinguished
Senator from Nebraska's and your statement in their desire to have
this accomplished and I think it would be extremely beneficial. I am
just sorry more people have not had the opportunity, all of the Senate,
to have heard Dr. Freeman. He is a man of excellent backgTound, ex-
pertise, he has made a study of this for years, he has traveled exten-
sively, and does not have a selfish viewpoint at all. He is very ob-
jective in his viewpoint.

The CHAIRMAN. Well, of course, the witness made a very fine per-
sonal statement a fine summary of his position, and that, of course,
will appear in the record, but I think of the pieces of independent re-
search that have been provided to this committee, this statement by
Mr. Freeman takes the prize. I think it is as fine a piece of research
and documentation as has been presented to the committee in the many
long hearings we have had on the subject. So I certainly hope we could
agree to just make the information available to the Senate and without
objection we will agree to do that.

Then the committee will now stand in recess until Monday mornin.
We will have some very impressive witnesses again Monday, includ-
ing the Honorable Barry Goldwater, and Andy Biemiller, represent-
ing the AFL-CIO; Mr. Roy Green, director of the Welfare Depart-
ment of the California Chamber of Commerce, and Mr. Hector Sat-
chez of the National Federation of Student Social Workers. But the
pressure on the committee will not be as great on Monday as today

am happy to say.
I want to thank Senator Anderson, Senator Curtis, and Senator

Fannin for their loyaltand diligent attention to duty to stay here until
the end of the session here today -.

(Whereupon, at 4:05 p.m., the committee was adjourned to recon-
vene Monday, January 31, 1972.)





SOCIAL SECURITY AMENDMENTS OF 1971

MONDAY, JANUARY 31, 1972

U.S. SENATE,
COMMI1rEE ON FINANCE,

Washington, D.C.
The committee met, pursuant to recess, at 10705 a.m., in room 2221,

New Senate Office Building, Senator Clinton P. Anderson presiding.
Present: Senators Long (chairman), AndersonTalmadge, Ribicoff,

Nelson, Bennett, Curtis, and Jordan of Idaho.
Senator ANDERSON. The hearing will come to order. The first witness

will be Senator Goldwater.

STATEMENT OF HON. BARRY GOLDWATER, A U.S. SENATOR FROM
THE STATE OF ARIZONA

Senator GOLDWATER. Mr. Chairman and members of the committee,
it is a real pleasure for me to appear before you this morning on a sub-
ject that has been of great importance to me for a long time.

Mr. Chairman, I call today for the total repeal of the earnings test
on social security beneficiaries; by earnings test, I mean the outrageous
penalty which the law imposes on the person otherwise eligible for
social security, who earns more than $1,680 per year. As the law now
stands, an individual receiving social security will be denied $1 for
every $2 he earns in excess of $1,680 per year. Then if his earnings
should go above $2,880 a year, his benefits will be cut off completely,
dollar for dollar. The only exemption is for persons 72 and older.

Now, Mr. Chairman, this is wrong; it is wrong logically, and it is
wrong morally. It is an outrage being perpetrated against millions of
citizens who have made good-faith contributions out of their hard-
earned salaries. It is an abuse being committed against the working-
man who has faithfully lived according to all the best-rules of the
American system. These citizens have not been a drag on the welfare
rolls; they have not beeh tearing up the flag, blocking traffic, or
shouting obscenities in the streets. If there are any individuals in our
society who deserve our top priority attention, it is these law-abiding
working persons.

Mr. Chairman, I have charged that the earnings test is wrong
morally. It is wrong because social security should not be a contract to
quit work. It is wrong because each individual should be able to earn
an income without unfair restriction to the full limit of his ability and
initiative.

Mr. Chairman, the earnings ceiling is wrong logically because the
person who is penalized is often the one with the greatest need for

(1783)
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ji1oro income tian hi social security benefits can provide. Income from
investimeiits-.tocks., l)onds, rentals, and so forth-is not counted in
dterniinii wletler Ie)ntiets shall be reduced. It is only the individual
who contiliues to work wol is penalized. This means we have the
utterly illo.rical situation where a, really wealthy person might draw
tenls of thousands of dollars; a year from his investments and still
rereiv'e his fill social secllrit, check. At the same time, the man who
has worked for a :alar l all of hiis life and who might need to continue
wNo'kiisg as a matter of economic survival cannot do so without apllaltv-.

r.iChairman, I should add that a. person who loses his social se-
cllritv benefits becau e he is; still working actually suffers a reduction"
in his disposable income, even though his gross income may be the
sanie. This happens because for each dollar in tax-free, social security
benefits which the l1)en ln is giving up, he is earning a dollar which
is reduced by Ilederal, State, and local taxes and by all the expenses
inc idental to his work, including continued payroll contributions for
social security which he is not. receiving.

Mr. Chairman, there are over 2 million Americans aaed 65 and over
who are hurt, by tile earnings ceiling. In addition, there are almost 1
million persons under age 65 who are affected by the test. They include
individuals who have retired early at a reduced benefit and certain
younger survivors.Of this total group, 1.1 million earn enough so that they receive no
benefits at all. Another 1.5 million persons earn enough so that they are
getting some but not all of their benefits. Finally, there are about one-
half million social security recipients who are earning amounts which
are only $100 or $200 below the ceiling. It is true they are getting their -
full soial security benefits, but nearly every one "of them is inten-
tionally holding his earnings down because, of the earnings limitation.
Studies made by the Government prove that, the greatest deterrent
to work occurs at just below the ceiling level. In all more than 3 mil-
lion Americans suffer because of the earnings limitation.

M r. Chairman, it is time this statutory shackle was removed from
the law. In my opinion, workers who fhave contributed from their
earnings into the system are entitled, as a matter of right, to receive
benefits when they reach the annuity ae.

Mr. Chairman social security beneficiaries are not wards of the Gov-
ermnent; they are not on relief; they are not objects of charity. They
are self-respecting Americans who, in substantial part, have paid for
the benefits which they will receive in old age.

Mr. Chairman, I want to correct here and now the false impression
that social security benefits are a form of relief, for at the bottom of
the earnings test'.is undoubtedly a feeling that those who still have
regular jobs do not need an annuiity. This thinking, however, confused
the idea of rlief with that of insurance.

But, Mr. Chairman, social security payments are not gratuities
from a benevolent central government; they are essentially a repay-
ment of our own earnings which we have deposited in trust as a
regular contribution which has been deducted from our salaries and
from our employers. This method was designed from the start as a
guarantee that benefits would be paid as a matter of right, not of
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charity. In fact, as the program was first reported by the Committee
on Ways and Means and passed by the House of Representatives in
1935, there was no earnings test at all. Thus, the repeal of the test today
would restore the program to its original form.

It is pertinent to note that the tirst Advisory Council on Social
Security in 1938 described the contributory program as being one
under which payments would be "afforded as a matter of right."
When Congress acted on the Council's report by passing the Social
Security Amendments of 1939, both the *Ways and Means and the
Finance Committees reaffirmed this concept by declaring that "by
grant benefits as a matter of right, it preserves individual dignity."

Tlhe Advisory Council of 1948 also reported approvingly that:
The individual earns a right to a benefit that Is related to his contributions to

production. This earned right is his best guaranty that he will receive the benefits
promised and that they will not be conditioned on his accepting either scrutiny
of his personal affairs or restrictions from which others are free.

Ten years later, the Advisory Council on Social Security Financing
reported and I quote again:

The fact that the worker pays a substantial share of the cost of the benefit
provided, in a way visible to all, is his assurance that he and his dependents
will receive the scheduled benefits and that they will be paid as a matter of
right without the necessity of establishing need. The contribution sets the tone
of the program and its administration by making clear that this is not a program
of governmental aid given to the Individual...

This view was again accepted by the Advisory Council of 1956
which claimed that the "covered worker can expect because he has
made social security contributions out of his earnings during his
working lifetime that social security benefits will be paid in the spirit
of an earned right, without undue restrictions and in a manner which
safeguards his freedom of action and his privacy."

Finally, we have the assurance of Dean J. Douglas Brown, who
has worked with the development of the social security programs
since its inception, that from the first it was the planner's conviction
that any old-age insurance plan should "provide benefits as a matter
of right."

Mr. Chairman, if this be true, I believe it means each worker has
a right to receive his benefits and still continue work once he reaches
the annuity age. If the worker can expect that his freedom of action
will be safeguarded, why must he quit work in order to receive all his
benefits? If he has been guaranteed against restrictions from which
others are free, why must he leave his job when persons who have
invested in private insurance will be paid more at the same age re-
gardless of their continued employment?

What will total repeal cost T The best estimates I have seen predict
about $3 billion a year. Where is this amount going to come from?
Well, I am willing to take the bull by the horns anysuggest that all
of the increased benefits of persons who have already reached or
neared retirement age should-be financed by an automatic, annual
appropriation out of he general revenues. As for workers who are
well under the retirement age, I suggest the pragmatic approach-of
leaving the tax rate at its current level until the taxes on the average
worker will no longer be adequate for what his own benefits will be
when he retiree. In this manner, when an increase in taxes is made
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each worker will know le is paying only for his own future benefits
and not for someone before him.

That concludes my statement, Mr. Chairman, and I thank you.
Senator ANDEISON.. Senator Bemett?
Senator BiENNETr. Mr. Chairman, I have no questions, except for

the last statement. Senator, if we put off the time of increasing the
tax until we have put the fund in such shape that we k1ow we lave
got. to increase the Fax, then, in effect, the young workers will be pay -

ing-the newer workers will be paying for the benefits that this
particular man has.

The problem is there-the present tax schedule will not permit
those benefits. I am not sure the committee wants to breach the line
and start to 1)ut general funds into tle social security system. This is
a proposal that hals been made for a variety of reasons and if we don't
breach that line we have got substantially to increase the tax base
,find whether we increase it now or put it off until the time when the
fund is in trouble, does not change the situation.

It is a very serious problem. We have faced it every time we face
a social secur-ity change but Abis-h-,rd for me, as an individual who
conceives of social security as retirement income, to change the law
so that a man can go on working at his basic job and draw both
wages and retirement income. So, social security, if we move it over
to the basis of an annuity, payable at 65, rather than retirement in-
come. I think we have got to refigure and rethink the whole social
security program.

Now, the committee will, as I say-the committee has faced this
roblem in one form or another many times and, with your testimony,
am sure we will face it again; but it, presents very serious problems

for us-
Senator GOLDWATER. I can certainl-v
Senator BENNE-r (continuing). Philosophical as well as financial.
Senator GOLDWATER. I can recognize the problems. I recognize it

when I observe in my remarks that I thought we were wrong when we
went away from the original cohta oi social security, which repre-
sent a man's right. We now look upon social security, whether we
like to or not, more as charity-

Senator BENNETT. Do you knot-why we-went away from it?
Senator GOLDWATER. I have my impressions. I would like to hear

yours.
Senator BENNrI'. No, the Supreme Court decided there was no rela-

tionship between social security, payment into the system, as benefits.
Senator GOLDWATER. Then let's look at it another way because I am

confronted with this just as you are in your State where we have both
a very large retirement population, where the majority of these people
are not being able to make it with social security payments alone or
even with the addition of their own benefits from retirement funds
created either by labor negotiations or by corporations. They need to
keep working in order to survive.

Now, I think this also has a great moral aspect to it.
Just to give an example, as an individual, within 2 years, if I care

to retire, I can be paid social security. Let us say I won't work but my
annual income will 'be over $50,006 a year. Now, let's say that -the
man who lives next door to me retires at 65; he gets the same amount of
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social security that I get but he has no income from stocks and bonds
and rentals and so forth; and when he tries to earn enough money to
make it possible for his family to live in a decent way, he is-penalized.

Thus, I think it is morally wrong at the same time it is financially
wrong, and I don't like to see this overnimtet. or our people practicing
what I consider to be immoral and unjust and unkind acts.

The concept of general revenue financing for a one-shot l)urpose
might sound unusual and particularly night sound unusual coming
from a conservative like myself ; but it was anticipated by the Commit-
tee on Economic Security, whose recommendations formed the basis
of the original Social Security Act.

Furthermore, it is not generally -known but there was a provi.1ion
of the Social Security Act in effect'from 1944 to 1950 which authorized
the use of general revenues and t lhis nietlod la.s been used by Congress
before, once in 1965 benefits to certain persons extended hospital in-
surance, and once again in 1966 to provide b(inefits to certain persoiis
over 72.

I (lon't think I am asking anything iinus.utial. I know I am asking
soniethlng that is going to b, very (itlicliit and s-omlething that is going
to be very, very ex!elsi,e. bitt 1 n1 also ask ihg for something that
I just think makes plai in ('omnlonsense. It is not right for me to be
able to enjoy full paypwents of social -security and fill income from
investments'J have niide when my next, door neighl)or has not lad the
benefit of the kind of life I have led mnll he hIas no invested income so
he is penalized when lie tries to earn a living. That is my basic argu-
inent a ailst thi.-.

Senator BENNEXFr. I have no further questions, Mr. Chairman.
The CHAIRm..Nx (presiding). Senator Curtis?
Senator CURTIS. Mr. Chairman, your estimate is that about 3 mil-

lion people are involved in what you are proposing-?
Senator GOLDWATER. Affected in some way, yes.
Senator CRTn'S. W hat your recoimnendation amounts to would

be treating all the benieficiaries in the same manner as those who are
72 are now treated ?

Senator GOLDWVATEr. That is correct, yes.
Senator Cun'ris. That is all.
Senator BE:, N j. Reducing the 72 to age 65?
Senator GOLD)WArER. Yes, as a first stage, with total repeal of the

test to come later.
Senator Cuwrs. I think those of us on the committee are aware

that life is pretty rough for a great many social security recipients
and, they need all the income they can get. I am not asking you to agree
to this, but it is entirely possible that they couldn't do all of this in one
step, that a much more generous working allowance might be given
to the individual who has no other income.

Senator GOLDWATE. Well, I recognize that and I understand that,
although I am not certain of this, that the committee has taken a new
approach to this by raising the $1,680 to $2,000.

Senator BENNE-'r. That's right.
Senator GOLDWATER. Now, maybe it can be done in a series of steps,

but I repeat I think it is a moral question; I dont think we should
be treating our citizens in different ways.

Senator CuwIs. Certainly they needthe money.
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Senator BENNE T. If my memory is correct, the original amount
that a social security annuitant was allowed to earn without any effect
on his social security was $15 a week back in the depression.

Senator GOLDWATER. I think you are right, although the way it
passed the House originally there was no test at all.

Senator BEwNNEtr. Now, we have raised it up so we are approaching
$2,000 a year and that has been Congress' answer to this problem of
trying to raise it up as the cost of living went up.

Senator GOLDWATMR. Well, they are way behind the curves.
The CHAIRMAN. Thanks very much, Senator Goldwater.
Senator GOLDWATER. Thank you very.much. It is a pleasure.
The CHAIRMAN. The next witness will be the Honorable Andy J.

Biemiller, director of the department of legislation for the AFL-
CIO.
- We are pleased, always pleased, to have you with us, Mr. Biemiller,
and we will be pleased to hear your summary of your statement and,
of course, we will print your entire presentation; and you may be
sure that we will study what you have to say in support of your
arguments.

Senator RiBicon'. Mr. Chairman, would you indulge me a few mo-
ments before my friend Mr. Biemiller, testifies, to make a few
comments I

First, I am delighted you are here and I want to express to you.--
the AFL-CIO-and through you to the many organizations who have
worked very closely with me on the H.R. 1 amendments that I
submitted.

H.R. 1, in my opinion, is an inadequate bill. I think it badly needs
improving and the amendments that I submitted to H.R. 1 would im-
prove the legislation.

As far as I am personally concerned, I am for these amendments
and will continue to lead a fight in their behalf. There is one basic
change, however, which is of deep concern to me and that is the
problem of the working poor. Here is a program that goes into effect
on January 1, 1974. H.R. 1, as originally proposed by the administra-
tion, involves some 11 million additional people at an estimated cost
of $5.5 billion. My proposals, of course, would be much more expen-
sive. It would probably add another $6 billion to that figure.

On Monday, last Monday, there were presented some figures indi-
cating that by 1977 under 'my proposal there would be some 71 mil-
lion people in this programm* I must confess that came as a surprise to
me because I had never heard that figure. I have asked HEW immedi-
ately after Monday to supply me with a breakdown of these figures.**

I'have discussed this problem with welfare experts around this Na-
tion, men and women in whom I have the greatest confidence.

On Friday the welfare commissioners of New York, Wisconsin, and
Oklahoma were here and all reaffirmed that it was impossible, in their
opinion, to implement this vast new programn, the dimensions of which
no one really knows, by that day. They all agree that there should be1 piot program.&n 1969 1 said there should be a pilot program and we had the sup-

port of this committee almost unanimously. The administration op-
posed it at that time.

*See p. 971.
**See p. 97Tf
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The irony of it is, if it had gone into effect the pilot program of 1970
would have been finished by now and in 1972 we would have had the
results and we could pass a measure that would take effect on Janu-
ary 1, 1974.

Now I received a call this morning from Secretary Richardson and
he said he was somewhat confused by reading the newspapers. lie
couldn't quite make out between the headlines and the stories what
had really transpired. I told Secretary Richardson that I understood
all along that he was for H.R. 1, as it passed the House. I informed
Secretary Richardson it was always my understanding that he was
opposed to my amendments, that as far as I was concerned I still was
for my amendments on H.R. 1.

I told the Secretary it was also my personal opinion it would be im-
possible for them to implement the working poor provisions which
would "add another 11 million people to the welfare rolls" at a time
in this country when we had 5 million people unemployed, not know-
ing quite where we were going to get jobs for the working poor and
how we were going to supplement their income, how we would resolve
the many questions and ho we could administer this. I told him I am
convinced today, as I was convinced in 1969 and somewhat sorry that
I had listened to his importunities that we should abandon the pilot
program-that when you put into effect a new program, with a new
philosophy affecting so many millions of people at such a large cost,
that while I was for my amendments on H.R. 1, I was definitely also
for piloting out working poor provisions which go under the name of
OFF. '-

So I want you to know and those who have supported me, that while
I will still lead the fight on all the Ribicoff proposals which you back
on H.R. 1, when it comes to the working poor, on this part of the bill,
that as far as I personally am concerned I will continue to fight for
and insist, as far as I personally am concerned, that that be piloted
out.

I will contemplate piloting it out with a subtantial sum of money.
In the budget for 1973 the administration has made provision for some
$450 million for welfare reform. I informed Secretary Richardson that
as far as I personally was concerned I would give and allow HEW
wide discretion as to the extent and the variety and the amount they
thought was needed to really put across a meaningful, substantial pilot
program.

So I clarified the position as far as Secretary Richardson is con-
cerned. He knows my position and I know his and I wanted to make
this statement to you became you have been with me throughout the
fight and, in spite of the headline writers, I have not abandoned the
light for my amendments to H.R. 1.

My feeling is that out of this committee will eome a restrictive bill,
even more restrictive than H.R. 1. so we might find that I will require
additional amendments to those that I hav e proposed, but I want to
make a statement to you, as one of my main supporters-I will con-
tinue to fight for my amendments to M.R. I irrespective of what takes
place in the committee. But so far as the working poor provisioii are
concerned on this new program, I believe the wisdom for the future
of all welfare reform requires us to make sure it doesn't bog down
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and drag the whole program iilto failure. It is iy considered judgmellt
that OFF should be pilot-ed out.

I want to thank you, Mr. Chairman, for allowing ne to make the
statement to Mr. Biemiller.

STATEMENT OF ANDREW 3. BIEMILLER, DIRECTOR, LEGISLATIVE
DEPARTMENT, AMERICAN FEDERATION OF LABOR AND CON-
GRESS OF INDUSTRIAL ORGANIZATIONS, ACCOMPANIED BY BERT
SEIDMAN, DIRECTOR, DEPARTMENT OF SOCIAL SECURITY,
AFL-CIO

M[r. BIErILI.I.. [r. Chairman, may I just make one observation
on Senator Ril)icofl's renia rks?

I am (lelighted to hear them. When tie story first broke on Friday
and Saturlay, I told some of m\y associates I hard a feeling there was
something very wrong witlh th)se lictidi i1es. I would hoe) that the
situation woildi work Ou1t so thlat Senator Ribicolf can proceed with his
amendments and any mor'e that are needed and which will have our
Support and, at the same time keep- in the bill tie framework for the
working poor with some imne(liate piloting out projects which is what
I I1ii(erstalld you are Sfa VIig.

Senator miuI('ov1. rhlat is right. I think one of the great problems
of liberal thiiilng in recent years. al(l vou an(! I have been involved in
many of these libral crusades., is that we have grand ideas on palmer
and in theory al.l we think they work. Now, we immediately rush and
pass a l)rograin a(1 send millions and b illions of dollars and commit
our Nation oil a course of action. But, unfortunately, they don't always
work out the way we think they Imight work out.

When I thinly back, I share some of tile responsil)ility. If we had
piloted out melieare and inedicaid and tried it out in the country and
various segments of this country, the Nation, the I)eople, the Con"gress.
the medical l)rofession, the hosi)itals-everybody would have been bet-
ter off. And I have come to the conclusion, from my experience in all
lihuses of (overnnment, that there is no reason why you shouldn't ex-

periment and try out a social program as well as any other.
An(l, Mr. Cha-irman, along this line, I l)rlo)oSe to draft and submit

another anmn(lnent for consideration by this committee to give GAO,
which is the arm of Congress. the authority to analyze and evaluate
programs that we have passed. these vast social programs, and also
that we can turn to for an independent analysis separate from the
Executive about programs that we should consider.

I don't think that Congress should continue year in and year out to
remain naked without having knowledge and information from sources
of its own. We have a competent staff but it is a small staff and I will
submit an amendment in due course, Mr. Chairman, to give that au-
thority to GAO which is an arm of the Congress of the United States.

Mr. BEMIrLF. Mr. Chairman, on behalf of AFL-CIO, may I say
that we appreciate this opportunity to present our views on H.R. L
amendments to the Social Security Act relating to old age, survivors,
disability, and health insurance and the public assistance programs. A
longer, detailed statement is appended as well as other relevant mate-
rial and I note that you said you will put that in the record, which we
appreciate.
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I am accoilpained by Mr. Burt Seiduran, weho is the director of ouir
(hel)U rtinelit of socia I se( 'uVity.

This committee, in its deliberations on thiis legislation. has a unique
0l)I)Oltunity to make a major contribution toward resolution of one
o1 tie, Nation's gravest problems, the l)ersisteli(e of l)overtv. Like or-gized labor, I aim stre this Conuuittee is concerned about I)overtvgaie a)OIai ic ,o cer W *t

.)lid tie social conflictt it engenders. Ihe degree of l1llic concern with
I I.R. 1, though almost. unprece(lenited ill both intensity aiid ceontro-
versy, has created a unique opl)l)onit ity for progress toward elimila-
tioni'of poverty. The Nation has the resources and uuost, of ti institi-
tional framework to do the job. What is yet niee(led is tie appropriate
legislation.

I wouhl now, Mr. Chairman), like to present our reconmmeindutions
on the kind of progamais we believe are necessary.

Let me turn first to needed improvenieuts in the OASI)I l)rogram.

OIA)-A(;I. SURVIVOIRS. ANDI) DI)IA11 4 TY 1NSURhAN CE OASiI)

In general, we regard thle provisions of -1I.R. 1 relating to tie
OASI)1 )rogranm as ie((ssarVy inuiroventints in tim law; but, umfortu-
uately, they fall far short of what is required whil measured against
tlie need. Onie thing is obvioiis: the 5-I)ercvint benefit increase as pro-
posed in II.R. I is totally inadequate.

The current average monthly social security benefit for a. single re-
tired worker is $128 a month, $1,536 a year. Tlie average benefit for a
ret hired couple is $1a month or $'26-5'2 a year. For 2.Q5 million widows.
tie average is only $114 a month. The average social security benefit.
for a retiring couple is little more than one-half of the Departmeit
of Labor's modest. but a(lquate budget for a retired couple.

The overwhelming majority of our aged population must live pri-
marily on the income from social security benefits. The sad results are
all too ap rentt in tie economic.status of the ol(ler pop I.lation. Tie in-
,'dence of poverty-among the elderly is greater than for any age, group.
Almost 26percent of all retired social security beneficiaries over 65
are living in poverty and more thai 47 percent of all single retirees.
Thiis coml)ares wit-i about. 12 percent for the entire pol)ilation.

Today, an aged individual is consi(lere(d al)ove the poverty level if
he has an income of $1,900 a year; for a couple, the poverty level is
$2,400.

One of the most serious mistakes the country could make would be
to accept the cost-of-loving escalator in IL.R. 1 as the complete answer
to the problems of the elder]3;. In terms of purchasing power, they
would be locked into their present inadequate poverty-level benefits. It
should be clear public policy that there will be periodic increases in
benefits in addition to those related to rising living costs. We assume
this is the intent of the provision, first l)roposed by your committee,
which contemplates congressional intervention that 'in'effect -will make
cost-of-living increases only the floor of future payments.

The AFL-CIO advocates an immediate increase much higher than
that l)rovi(le(l in iH.R. 1. We urge at least a 15-percent increase effective
January 1, 1972, followed bv a minimum 10 percent. increase next year.
These benefits should be looked ulpon as substantial downl)avments to-
ward the goal of a fully adequate level of social security 'paynients.

72-573--72--pt. 1- 12
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Pending before this committee is S. 2513, a bill introduced by Sena-
tor Hartke, which, with the exception of a too modest general benefit
increase, embodies many of the proposals for social security reform
advocated by the AFL-CIO. We commend it to you as a foundation
for making a major stride toward achieving in the next few years a
social security system worthy of America.

We support the special minimum benefit system for beneficiaries
who have long-term low wages during their coverage period which will
guarantee workers a minimum of $150 a month for 30 years of cov-
ered work. This would be a notable advance toward assuring additional
numbers of the poorest retired Americans a significant measure of in-
come which they would receive as a matter of right.

The proposed increase in widows' and widowers' benefit from 82.5
to 100 percent of the deceased spouse's benefit at age 65 is a step toward
resolution of deprivation among the Nation's most vulnerable poverty
group. For similar reasons and for reasons of equity, we endorse the
proposal that the period of years used in computing a worker's average
wage should end at age 62 for men as it now does for women. This
proposal should apply to those now presently on the rolls and alleviate
the plight of those already forced to retire on low reduced benefits.

We support the liberalization in the retirement test which is largely
an adjustment for the increase in wages sinec the present earnings
exemption was adopted. However, we believe it preferable to put
some limitation on the $1 for $2 exemption above the $2,000 exempt
amount.

31EDICARE

We are particularly pleased that H.R. 1 includes the disabled
under medicare and consider this a priority item for which there has
long been a clear and urgent need. We urge, however, elimination or
major reduction in the 2-year waiting period.

As our more detailed comments in our supplementary statement
make clear, we also urge a number of other improvements. We particu-
larly urge coverage of prescription drugs, support for health main-
tenance organization, and elimination of the monthly medicare
premium the elderly must now pay, soon to be $5.80.

We vigorously oppose the administration approach for eliminating
the medicare premium by placing the cost totally on the payroll tax
and doing away with the present general revenue contribution. We
just as vigorously oppose another admninistration-inspired proposal,
now in II.R. 1 in modified form, to cut back from 60 to 30 days the
period when coinsurance is not itposed for hospital inpatient care.

SOCIAL SECURITY AND MEDICARE FINANCING

H.R. 1 would increase the wage base to $10,200. We urge a wage
base increase in steps to at least $15,000. We support an increased wage
base because it reduces somewhat the regressivity of the tax, p-o-
vides additional revenue for desirable improvements, and keeps ben-
efits more closely in line with rising earnings.

We are concerned about the increasing heavy burden of the pay-
roll tax on low- and middle-income workers. It must be recognized that
as we improve the adequacy and the scope of the system, a heavier
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proportion of the taxload will fall upon wage earners. We urge a
modest and gradually increasimg contribution to the social security
trust fund from the general revenues of the United States. We believe
this would be an effective and just way to introduce the principle of
progressive taxation into the social security system.

CATASTROPHIC HEALTH INSURANCE

Catastrophic health insurance benefits tl6 rich at the expense of
the poor. It completely ioiiores the need for more preventive care and
routine maintenance of "lealth services. Catastrophic insurance fails
to tackle the causes of the health care crisis and, in fact, reenforces
those causes. We therefore oppose a catastrophic program standing
alone as being completely inadequate to meet the health care needs
of most Americans.

MEDICAID

The clear thrust of the medicaid amendments would be to narrow
eligibility provisions, impose charges on the medically needs and
reduce the scope of covered services. If enacted, these amendments
would fatally undermine the promise and potential of this program.
We urge this committee and the Congress to make a major overhaul
of these amendments along the lines outlined in our supplementary
statement so that the goa of an adequate program of health care
for the poor and medically indigent will be achieved.

WELFARE

We have from the beginning suported the thrust of President
Nixon's recommendations for a family assistance payment program.
We do so again today. However, we take vigorous exception to many
specific provisions of H.R. 1 as it was referred to your committee.
Therefore, we ask you and the Senate to make substantial changes in
the bill before you. If it should remain in its present form, and we
sincerely hope it will not, we would find it unacceptable.

Clearly, there is a national consensus that our present Federal-State
partnership of welfare to families with children has miserably failed.

We believe, if we accept the basic approach of the President and
improve upon it, that we can assure all Americans the necessities of
life in a program which would provide at least an income floor for
those who can't work but are eligible for welfare payments and provide
an incentive for all who can work to improve their income.

Because H.R. 1 falls far short of what is really needed for genuine
welfare reform, we urge this committee and the Senate to support the
amendments of Senator Ribicoff and 21 additional members of the
Senate.

The Ribicoff amendments establish a basic floor of income and by
steps would lift all the poor within a few years out of poverty.

Because the Ribicoff amendments will within a few years put the
entire responsibility of administration and financing at the Federal
level, States and local governments will share revenue in a meaningful
way with the Federal Government; and, because the Federal Govern-
ment will have the sole responsibility for administration of eligibility
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determinations and payments it can make use of its resources to iden-
tify recipients and to check their income from other sources. Both
fraud and honest mistakes would be substantially reduced.

Welfare is a national problem. We believe it mist be resolved, inso-
far as is possible to resolve welfare in a great society, at the national
level.

To continue our present approach to the problem of welfare must
mean that we wish to continue our welfare mess. We should seize this
opportunity to pass what could well be the most important social legis-
lation since the 1930"s.

The CIi AITMA x. Senator Nelson, do you have any questions?
Senator NLrsoN. Mr. Biemiller, what is the cost figure on the changes

that vou recommend-the A FL recommendations?

Mr. I3EMILLEI. In which area?
Senator NELSON. The whole program. What is the additional cost

over and above the cost of the program as proposed, as passed the
House?

Mr. SEIDMAN. It is not clear to me, Senator, whether you are refer-
ring to the welfare part or the social security part. It seems to me these
are two quite different programs.

Senator NiEisoN. They should not be mixed. What would be the in-
creased costs of welfare, and what would be the increased social security
costs?

Mr'. SEIDMAN. I don't have these figures at hand but we could provi(le
then for you on the social security side.

On the welfare side. I believe ti figir(e is $12 billion.
Senator NELsoN. Is that the total, or is that over and above the pend.

ing bill'?
Mr'. SEIDMW. No; it would be over and above the existing program,

not over and abovethe H.R. 1 as it passed the House.
Senator RIBIcofr. H.R. 1 would hv about $5.5 billion and my amend-

ments would add about another $6 billion.
Mr. SEUIDAN. Yes.
Senator RnICOFF. Of course, I am concerned, frankly, about these

figures in view of whom they were first gathered, the high rate of unem-
l)loyment, what the economic changes are-these are some of the prob-
lenis that concern me right now. My guess is that the administration's
figures were too low, and my guess ig that my figures are too low, also.
I imagine they would both be costlier, Mr. Chairman.

Senator NELSON. That is all.
The ChAIRMAN. Any questions?
Senator RmiCOFF. I just wanted to ask one question.
Mr. Biemiller, in looking at all these proposals, they really contem-

plate the Ability to put people to work?
Mr. BIIFILLEIR. That's right.
Senator RnIcoFv. I mean the President talks about workfare and we

talk about getting mothers back to work and getting underemployed
and unemployed people back to work.

In view of the fact that at the present time our unemployment rate is
some 6 percent, with 5 million people employedd and many of them
being members of your union who are highly skilled, highly trainedY~"
they are engineers and Ph. D.'s-where do you see these additional
welfare lists being put to work?
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Mr. SEIDMAN. Well, Senator, we support your amendment which
would provide for a large-scale public service employment program

n1d we think that this is the principal avenue, that we would have to
turn to to provide eml)loyment -for the people who are now on wel-
fare. But, at the same time, we (lon't think that we should kid any-
body. As long as we are not able-don't tackle the basic job reducing
the present high level of unemployment, it is obviously going to be very
difficult to place people who are now on welfare, who have not been
working at all, or have not been working for a long time, in jobs and
undoubtedly some beginning could be made in this direction. The most
important thing is to reduce the present very high levels of unemploy-
ment for the country as a whole.

Senator RimICOFF. Senator Long and Senator Bennett from time to
time have suggested that we should consider the supplementing of
wages paid by private employers to people in the lower income groups.

How do you react to that?
Mr. SEIDMAN. Senator, we are very strongly opposed to the idea

of siibsidizing employers who pay substandard wages. We are in favor
of the provisions which would provide work incentive through income
to people who are not now working to obtain jobs and to those who are
working at very low incomes: but we are not in favor of paying
employers, in effect, a subsidy to them when they )ay very low wages.

Ve think that the effect of this would be to repress t;e standards of
workers generally, and to provide, in effect, an incentive for these
employers never to raise their wages to a. decent level.

Senator RlncorF?. Well, you see, on ThursdAy or Friday, Senator
Jordan brought into the committee a man from one of the big con-
tracting---what was the name?

Senator JOnDAN. Morrison-Knudsen.
Senator RIBICOFF. Morrison-Knudsen who, on their own, were train-

ing, with the cooperation of the unions, many people in Idaho and
otier sections of the country, to do construction work and they were
paying them as beginners the same level of wages that were being
l)aid as a going wage for experienced people.

Well, it is pretty hard to expect most employers to undertake them-
selves and place that burden upon their own shoulders to train people
at their own expense and pay them a high wage rate.

Would you have any objection if you haN an employer who took a
beginning employee and the going rate was $2 and to subsidize him
for 50 cents or 60 cents an hour while that person is being trained?
Would you object to that?

Mr. BimmIFLR. May I first of all say, Senator, I am a little puzzled
at the capability of Morrison-Knudsen paying inexperienced workers
the full scale.

Senator RIBICOFF. Well-
Mr. BIPMTLER. I never heard of such a program.
Senator Rmico-. Senator Jordan-the man comes from his own

Staie; this is an industry in which there is a well-defined program of
apprenticeship with people starting at the low apprentice wage, not
at the journeyman wage.

Well, no- it was not a journeyman rate, Senator Jordan, you are
more familiar with this program than I, but I had the impression
from Mr. Knack's testimony that they were undertaking to take
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people off the welfare rolls, people who had not worked and were
paying them the going wage even though they had no experience.

Senator JORDAN. That is right, along with the training they gave
them. They took selected people off the welfare rolls in Michigan; they
did it in several States. They did it with the full approval of union
representatives who had people on the same job. They work closely
in hand with them.

The point that Lee Knack. who is the labor relations director for
Morrison-Knudsen, was making is that there are good people out of
jobs presently on welfare who can hold down a job in the construe-
tion industry alongside of people who work regularly in construction
v ork and at the same pay.

Mr. BIEM ILLER. I would be amazed, though, as you point out, to
find there was any diminution of the normal restrictions upon ap-
prenticeship or upon journeymen that would be weighted. I am quite
familiar-I am not familiar with the Morrison-Knudsen program per
se, but I am quite familiar with many programs which tie construe-
tion industry and the unions in the industry have launched and in
which they are taking many people off the welfare rolls; but they go
through the normal apprenticeship training and wind up as Journey-
men with full jobs, but we certainly are not asking for any subsidies on
these programs.

Senator RIBICOFF. I think-I will try to get a copy of his testimony
and have you read it.

Now, you see, as I look at Senator Long's and Senator Bennett's
proposal, I think what they have got in mind is just that type of sup-
plementation, what Morrison-Knudsen was saying they were doing
to take and raise up the standards of people under welfare or under-
employed.

Do I state your position correctly, Mr. Chairman?
The CIAIRM AN. I am not familiar with that program. I heard the

witness, but I am not that familiar with just how he handled that
problem.

Mr. BEMILLFR. But, in general, I want to make clear that what Mr.
Seidman has said is certainly the position of the AFL-CIO. We would
take a very dim view indeed of any attempt to subsidize wages of
private employers. We think this is'the beginning of a new kind of
concept in this country that to us is against all of the things that we
have been doing and we certainly don't believe that private employers
should be subsidized by the Government. After all, if you are going
to subsidize employer A, then what about employer C, D, and E doing
identical work? I mean, you run into, in our opinion, a very, very,
nasty situation here that would result in a kind of almost wage slavery
of typing people down to very low wages with the idea they would
pick, up a little bit from the Government and thus meet a bare mini-
mum.

This is a concept we could not accept. We would have to oppose it.
The CHAIRMAN. Well. aren't you advocating a program that does

exactly that, except just that you subsidize him whether he works
or doesn't work?

You support H.R. 1; you support the Ribicoff amendments. What
that does is first, put him on welfare and then try to get him to work.
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If he has a, wife and two children you put him on welfare for $2,400
and then you try to get him to take some kind of a job.

Mr. BIEMILLER. Right, with some limitations on the kind of a job.
The CHAIRMAN. Well, now, I don't find that in the bill you are

supporting. I mean, last 4'ear, for example, according to the press
reports, you came to terms with the administration that you would be
willing to support a program along that line, if the job paid at least
$1.20-"is what you read in the press reports.

I see you are shaking your head, but that is what they are recom-
mending and the press accounts said you would support that if that
was built into it.

In any event, the way I read this thing, you are urging them to
take a, job and it does not say anything about a minimum wage with
the job. It just says take a job.

Mr. SFDINDAN. I.R. 1 provides that the job would have to pay at
least $1.20 an hour. We are opposed to that p rovision of H.R. 1 because
we think that the job should pay at least the Federal minimum wage
and that is the provision in the'Ribicoff amendment which does pro-
vide that the job should pay at least the Federal minimum wage.

Senator RIBiCOFF. Or the prevailing wage.
Mr. SEADMAN. Or the prevailing wage, whichever is the higher, but

at least the Federal minimum wage.
The CHAIRMTAN. If I, as a taxpaer, ,nm going to have to pay my tax

money to help increase somebody's else income, if what I am'i alle to
dig down in my pocket and put up, plus what the man is earning, adds
up to the minimum wage, if it's a minimumn N"ge job, then why should
you people be in here complaining? If what he is earning equals a
minimum wage, or if what he is working at is in a, labor market where
it is completely legal to pay less than a minimum wage and that man
is making what everybody else is making on that, job why should you
complain?

Mr. SEIDMAN. Of course, under those circumsetanees the employer
would have the incentive to fire the man who is already working there,
perhaps at a higher wage, and take on the person off the welfare rolls
and get a subsidy from the Federal Government on top of it and we
would be very much opposed to this.

We think that, the net result of this would be to depress labor stand-
ards, hard won labor standards that the labor movement has fought for
for a, century or more, as a result of this kind of a. program; and that
is why we are opposed to it.

The CHAM AN. Well, there are just a lot of jobs that don't bring
a minimum wage with them.

Now, you have tried to apply the minimum wa!ve to it and I respect
your right to do it, but you have not mustered sufficient political sup-
port to do it. It is generally felt with regard to a lot of them that if
you were able to put the minimum wage, on those jobs you would prob-
ably abolish a lot more jobs than you would increase income. That
is how those of us feel who don't vote to apply the minimum wage to
evervthinf.

Mr. SDm. AN. Senator, if T may say so. even jobs which don't Pav
the minimum wage have been increasing year by'year. But if the Fed-
eral Government subsidizes the employer for the difference between



1798

whatever that wage is and whatever a decent wage would be, he would
never ha ve any incentive to raise his wages.

Thle CiiAm~TIau. We are not talking about subsidizing tle employer;
-111 we are talking al)ouit is sll)si(lizinig that einiployee who has a numn-
hOr of (hle)eldents to SupI)l)ort. lie is in poverty even though lie is doing
the best lie (-an to try to increase the family income.

Mr. SWl)l[..,. We are in favor of tlat kind of prol'ision which is
in the Ri!ic.4ff a ilW'nIllits. W e sill)port-call it a Subsidy to the em-
l)l)vvs we (.all it a work incentive , but whatever it is it permits that
eniployee to take tie job and to get-and gain from what he would
hav'e gotten if lie were just on welfare. We are in favor of that kind
Of a 1)rovision.

The CJ.\1trvw.x. WellI let's take tile job of just collecting tickets at a
nmtion pictilre tlieater: when somebody copies il the (loo lie tears
t ile i(ket in two. Almost anvbody- von would thiink could do that. It
doesn't reqi uire a graniar ' school "ejlueation-soneone lhal Ads you a
ticket at. the door and you tear the ticket in two: anybody can do that.
It doesn't take any training to tear the ticket in two. It eould pro)-
ably 1)e abolished very easily but that is the way a great deal of nmo-
tion picture theaters operate.

Now, if a person would just take that job if he is single you wouldn't
have to supplement that at all, but if the person is married and has a
child to support or a couple of children, you could add something to it.

Mr. SETD.3rAN. Many of those people
The CAI IRMAN. And the burden of supporting that man wouldn't

he nearly as great as it would be if Government had to pay the whole
(fst of supporting that family.

Now, we wouldn't be slb)sidizing anybody unless he has children tp
sul)port; but if he had children to support you could very well be
adding something to it.

Now, if you compare that to nothing, you would prefer to work.
I have seen the AFL-CIO say nanv times, "If we can't have what we
want, we will take nothing. ' It is not unusual I see Andv Biemiller
saving, "But it has been the position of the AFL-CIO either give us
tllis. the whole hog, or don't give us anything." I can recognize that.

How do you justify that where this" man is concerned? He can't
get a job that pay s high the minimum wage that you want him to have?

Mr. SEiM AN.'The example that you have chosen, Senator. happens
to be an example of people, many of whom are organized and are
g, etting decent wages and are being paid decent wages by employers.',llev don't just take tickets; they do other jobs in the theater as well.
Nobodv gets a job just to tear tickets.

I don't think anybody would hire anybody to do that at $1.20.or
any other wage.

Nit, it seems to me, if we begin by forcing people into these jobs,
where some employers are paying decent wages and other employers
are not, and forcing people from welfare into those jobs, where it is
not only unfair to the people on welfare forcing them into taking sub-
standard wages but it also depresses the standards of those who are
already in these jobs and it is on this basis that the AFL-CIO opposes
this kind of a provision.

The CHAIRMAN. Well, even if you are paying the minimum wage,
and the man has a large family, you could justify adding something to
what he is making. What would be wrong witl that?
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Mr. SEIDAIAN. We are not opposed to that kind of a provision; that
kind of a provision is in the Ribicoff amendments.

The CHARM AN. You see, the difference of what I am talking about,
you are supporting the approach of putting a man and his family on
welfare and then hoping he will take the job. You also support the
suitable job concept that he could turn his nose up at just a lot of jobs
and my reaction is that the average working man resents haing to
carry somebody on his back and pay for that nian's dependents when
that man prefers not to take a job which wouldn't make him work half
as hard as some of these people who are working and paying taxes to
hell) suppo rt all of this.

Mr. SEID.Af AN. I don't know of any union people who are in favor of
having people take jobs at subminiimum wages; this is something I
know union people are opposed to and, it seems to me, this is what
we are suggesting, Senator.

The CH A1RXAN. Well, I would submit that you are not going to find
many volunteers in any labor hall or even at any convention who are
going to be willing over a period of time to donate a substantial part
of their pay check to pay for some fellow so he can tunis his nose up
or decline to take jobs to support his own family. It may be low pay-
ing in some cases, may not pay more than $1.20 an hour. It may involve
something simple like picking up litter and not have the dignity that
people would like. but somebody has to do it.

Mr. SEIDMA.N-. We are not suggesting that people don't have to do
hard work or don't have to do dirty work and we are not suggesting
that people ought not to be required to take such jobs if this is the Job
they are qualified for and if the job is paying at least the minimum
wage.

The CIIAnr1.AN Paying a minimum wage. Would you be willing to
-let us add something to that if e is a worker who has a wife and five
children?

Mr. SEMAN. Yes; I understand the Ribicoff amendment and, for
that matter, the same principle is in H.R. 1; the worker who has more
people to support up to a certain level will get more money than the
worker who has nobody to support or has a smaller family to support.
We are not opposed to this type of provision. But we are opposed to
requiring people to take jobs at subminimum wages.

The CHAM-TrAN. Well, thank you.
Any further questions, gentlemen?
Thank you very much, Mr. Biemiller.
Mr. BIEMILJr. Thank you, Mr. Chairman.
(Mr. Biemiller's prepared statement and a communication with at-

tached statement subsequently received by the committee follows.
Hearing continues on p. 1826.)

STATEMENT oF ANDREW J. BIEMILLER, DIRECTOR, DEPARTMENT OF LEGISLATION,
AMERICAN FEDERATION OF LABOR AND CONGRESS OF INDUSTRIAL ORGANIZATIONS •

Mr. Chairman, we appreciate this opportunity to present our views on H.R. 1,
amendments to the Social Security Act relating to the Old Age, Survivors, Dis-
ability and Health Insurance and the Public Assistance Programs.

This Committee in its deliberations on this legislation has a unique opportunity
to make a major contribution toward resolution of one of the nation's gravest
problems-the persistence of poverty. The AFL-CIO was one of the first to
join the ranks in the war on poverty. But this was not a new concern. Spawned
by poverty the trade union movement has been involved with this problem since
our Inception. Your Committee, Mr. Chairman, like organized labor has long
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Thought to deal with the economic problems of the elderly, the disabled and the
poor. Like organized labor, I am sure this Committee is concerned about the
persistence of poverty and the social conflict it engenders. The degree of public
concern with H.R. 1, though almost unprecedented in both intensity and con-
troversy, has created a unique opportunity for progress toward elimination of
poverty.

But our long experience has taught us a number of things about poverty which
we believe are fundamental to its resolution.

First, because poverty has many causes, it requires many solutions. People
are poor for many differing reasons, their needs vary greatly and a variety of
programs are required to meet them. There is no simple or single solution to the
complex problem of poverty.

But, above all, job opportunities at decent wages will do more to eliminate
poverty than any other factor. Give the family breadwinner an opportunity for
a decent job and most people can avoid poverty. So crucial is this aspect to the
elimination of poverty that it will require a national commitment to full em-
ployment.

Though full employment at decent wages is the foundation on which any pro-
gram to eliminate poverty must be buift, it cannot fully resolve the problem.
Those who are poverty stricken because of old age, sickness, disability or because
of special family problems will require a variety of other measures. The solution
to their problem is primarily in improving, strengthening and modernizing our
social insurance and public welfare programs.

This Committee hag under consideration legislation that would make a signifi-
cant Impact on poverty. In fact, if broadened and improved it could virtually
eUminate poverty. The nation has the resources and most of the institutional
framework to do the job. What is yet needed is the appropriate legislation. I
would now, Mr. Chairman, like to-pres tour recommendations on the kind
of programs we believe are necessary. Let me turn first to needed improvements
in the OASDHI program:

OASDI

Thirty-five years ago, Congress passe dthe Social Security law and made the
concept of social insurance a national policy. Congress has improved this law
over the years until it has become a main bulwark of national social policy.

Today, 93 percent of those reaching age 65 receive social security benefits. The
Medicare program covers more than 20 million people. Nineteen of every 20
widows and young children are protected in the event of death of the family
breadwinner and more than 74 million people under age 65 are insured in the
event of severe disability.

It is important to stress these latter protections and emphasize more strongly
that social security is not only a retirement system but a program that protects
the family when the breadwinner dies or is disabled. These vital protections are
often overlooked by younger workers who need them most. -But despite the prog-
ress and the broad scope of the program, it falls far short of meeting the minimal
needs of most of those protected by it.

In general, we welcome most of the OASDI provisions of H.R. 1 as necessary
improvements in the law. But unfortunately, they fall far short of what is re-
quired when measured against the need. One thing is obvious. The 5 percent
benefit increase as proposed in H.R. 1 is totally inadequate, particularly since it
would not be effective until June.

The current average monthly social security benefit for a single retired worker
is $128 a month-$1536 a year. The average benefit for a retired couple is $221 a
month or $2652 a year. For 2.5 million widows the average is only $114 a month.
Today, the average social security benefit for a retiring couple is little more than
one-half the Department of Labor's modest but adequate budget for a retired
couple.

The overwhelming majority of our aged population must live primarily on the
income from social security benefits. The sad results are all too apparent in the
economic status of the older population. The incidence of poverty among the
elderly is greater than for any age group. Almost 26 percent of all retired social
security beneficiaries over 65 are living in poverty and 47 percent of all single
retirees. This compares with about 12 percent for the entire population.

This poverty level is based on the Social Security Administration's definition
of poverty. According to that definition, a single worker isn't poor If he has an
income of $1900 a year. A couple Isn't poor if they have $2400 a year coming in.
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At those levels, the elderly live In grinding poverty. Yet many social security
beneficiaries live on less. A mere 5 percent increase would not begin to meet their
urgent need for a decent income. It would leave many millions In poverty.

In addition to the 5 percent increase, the House bill would automatically adjust
benefits annually If there were a 8 percent increase in the cost of living over the
previous year. The aged population must be guaranteed the right to participate in
the nation's increasing standard of living. Without these assurances, tying bene-
Sits to the cost of living could simply render the generally low living standards of
the elderly static while those of the rest of the population advance and, thereby,
condemn a majority of the elderly to a perpetual substandard way of life. We
believe the provision, first proposed by this Committee, that the annual cost of
living increase would not be effective if Congress intervenes to increase benefits
will help insure continuing involvement by Congress and benefit increases higher
than those that would result from increases related solely to rising living costs.

INCREASES IN WIDOWS BENEFITS

We support the provision of the House bill that would increase the amount of
the social security benefit payable to widows and dependent widowers. At present,
they receive 821/2 percent of the primary benefit of the deceased spouse at age 62.
H.R. 1 would raise this percentage to 100 percent at age 65. If the benefit begins
earlier than 65, it would be proportionately reduced to 82'/2 percent at age 62.

The 7.4 million women beneficiaries without husbands are the least able to
secure work and the most disadvantaged. A 1968 Survey of the Aged by the
Social Security Administration showed their median income was less than three-
fourths the median for elderly men. One-third of them reported less than $1,000
in total money income for the year and only 11 percent reported $3,000 or more.
In short, this proposal would probably do more to alleviate poverty among the
aged, per dollar of cost, than any other change that could be made in the law.

UNIFORM METHOD OF COMPUTING BENEFITS FOR MEN AND WOMEN

The House bill changes the method of computing benefits for men basing the
comlutation on working years up to 62 instead of 65, the same as it Is for women.
At present, the formula can result in significantly lower earnings being paid to
retired men than to retired women with the same earnings. This change would be
of particular help to those men who are forced to retire before age 65 on actu-
arially reduced benefits. Many of them are men who have lost their jobs at an
age that makes it difficult to find work or have disabilities that are not severe
enough to qualify them for disability benefits. This is a worthy proposal and
should be enacted into law.

Unfortunately, as provided In the House bill, this proposal is applicable pros-
pectively only to future beneficiaries on a phased-in basis. We urge that it be
fully effective for January 1972 andtlhat It apply to those presently on the rolls.
It is extremely important to the plight of those already retired because their
benfits tend to be lower than those of future retirees.

RETIREiMENT TEST

The House bill would raise the present exempt amount of earnings from $1680
to $2000. There would be a reduction in benefits of $1 for each $2 of all earnings
in excess of the exempt amount of $2000. The exempt amount would be adjusted

automatically in accordance with increases In earnings. The AFL-CIO has long
opposed elimination or undue liberalization of the retirement test. Its elimina-
tion would benefit primarily the 800.000 persons working full time and-would
likely come at the expense of more adequate cash and medical benefits for the
large majority of beneficiaries who are unable to work because of poor health or
lack of employment opportunities.

The proposed change Is largely an adjustment for the increase In wages since
the present earnings exemption was adopted and we do not oppose it. However,
we do believe It would be preferable to put some limit qn the $1 for $2 exemption,
above $3000. We suggest tliat for earnings between $2000 and $3000, $1 be with-
held for each $2 of earnings but recommend that for earnings above $3000,
be withheld for each $3 of earnings.

Because of taxes and work expenses, a beneficiary's spendable income may
actually be less If he earns more than the amount of income specified as the
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point where the dollar for dollar reduction takes place. This proposal takes care
of that problem by eliminating the full dollar for dollar reduction. We believe
this approach preferable and that any savings resulting from adoption of
this latter proposal be used to make other improvements in the law.

DELAYED RETIREMENT CREDIT

We support the provision which would provide increased benefits for persons
retiring after age 65 (1/12 of 1 percent each month). A person who continues
working and delays retirement beyond age 65 pays contributions on his earnings,
foregoes benefits, and frequently doesn't receive any higher monthly benefits
than if lie had retired at age 65. This provision should be supported in tile in-
terest of equity.

BENEFITS BASED ON COMBINED EARNINGS FOR A COUPLE

We support the provisions for optional computation of benefits based on the
combined earnings of a working couple with a 20 year record of covered earnings
after marriage. This would be a help to a low wage working couple, particularly
working wives and should be supported.

OTHER SOCIAL SECURITY PROPOSALS RECOMMENDED BY ADMINISTRATION

H.R. 1 proposes several additional changes in the Old Age, Survivors and Dis-
ability Insurance Law which deserve support. One would eliminate the actuarial
reduction that takes place in the alternative wife's benefit when a woman applies
for these benefits at a later date after first receiving actuarially reduced bene-
fits on her own account prior to age 65. A second would make disability benefits
payable to an audit son or daughter (if the insured parent dies, becomes disabled
or retires) who becomes totally disabled before he reaches 22. rather than 18. as.
under present law. A third would make the eligibility requirements for both the
retirement and disability programs the same for blind persons. A fourth would
allow combined payments from workmen's compensation and the Social Seclurity
Disability program to equal 80 percent of highest annual wage during the 5 yoa rs
preceding disablement. Others would provide wage credits. for members of I lie
armed forces for the period from 1957 to 1967 and would eliminate proof of sap-
port requirements for divorced wives, divorced widows and surviving divorced
mothers in order to receive benefits when marriage lasted 20 years.

Though most of these changes are minor in terms of cost and impact, they do
provide a greater measure of justice for the various groups involved and, in many
cases, are of vital importance to those affected by them. All of them should
become law.

OTHER RECOMMENDATIONS

The AFL-CIO profoundly regrets that the House Bill does not contain many
major OASDI reforms recommended by the AFL-CIO and I woul( like to com-
ment on some of them.

MINIMUM BENEFIT

We were very disappointed that H.R. 1 did not include a substantial increase
in the minimum benefit. Social Security beneficiaries who must rely on the mini-
mum benefit of $70 per month to pay for the skyrocketing prices of food, clothing
and shelter are the most tragic victims of inflation. Yet to offset skyrocketing
inflation, the House bill would increase the minimum benefit by a mere $3 a
month.

According to recent surveys, of those beneficiaries receiving the minimum bene-
fit, 50 percent of the couples, 70 percent of the unmarried men, 76 percent of the
unmarried retired women workers, and 84 percent of the widow beneficiaries
were living in poverty. Thus, any increase in the minimum benefit would go over-
whelmingly to poor or near poor beneficiaries.

We urge a minimum benefit increase to $100 a month. If we are to end poverty
among the elderly, we must make major strides toward the provision of an ade-
quate income based on social security benefits. Our proposal would constitute a
significant step toward insuring that the poorest of our agedlcitizens would be
able to live in dignity, free from the ever-present spector of impending financial
disaster.
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We also support the special minimum which provides a $5 per month benefit for
every year of coverage ul) to a maxinhum of 30 years. ($150). This should be
supported as It will raise benefits for a small number of beneficiaries who have
long-term low wages during their coverage period. A minimum benefit of $100
now for all beneficiaries combined with the higher long-term minimumI benefit
would be a notable advance toward assuring a much larger number of the poorest
retired Americans a significant measure of income which they would receive as a
matter of right. We also see no reason why the automatic cost of living adjust-
ment should not apply to the special minimum benefit.

Disability atd retirement
It.R. 1 reduces the waiting l)eriod for benefits for disability apl)licants from

6 to 5 months and we support this provision. Unfortunately, the House bill leaves
untouched the major problems that arise out of the growing problem of enforced
early retirement. At the present time. more than half of the men a))lylng for
social security benefits are retiring before age 65, accepting the actuarial reduc-
tion in benefits. No one believes that with the average primary benefit currently
awarded-about $135 a month--very many of these men are retiring of their own
free will. What is undoubtedly reflected here is an indirect effort of automation.
ill health and other factors causing the (lisplacement of workers. If more and
more men and women are beiimg forced to retire early, then thesocial security
program will have to be adjusted to meet the facts of modern life. We urge an
occupational definition of liabilityy so that olier workers after age 50 or 55 could
receive disability benefits if their disability prevented them from doing their
usual occupation. At the very least, the amount of the actuarial reduction should
be reduced.
Additional drop-out years

H.R. 1 permits in addition to drop-out years in present law, an additional drop-
out year for each 15 years of coverage. This would have little immediate effect on
most beneficiaries but should be supported as a sinall progressive step toward
keeping benefits more in line with wages earned near retirement. We also urge
that it apply to tho-e now oi the rolls and eligible )eneficiaries have their benefits
recomputed on this basis.

A more effective approach would be to base benefits on a high 5 out of 10 years
as is (lone in many private l)ension plans. This would result in benefits based on
average wages more nearly reflecting current earnings and would provide greater
protection against reduction of benefits because of periods of unemployment, ill-
ness and low earnings.

U8( of disability trust fund for rehabilitation
Present law authorizes payment from the disability trust fund for rehabilita-

tion services to totally disabled beneficiaries. Maximum total reimbursement
cannot exceed 1 percent of disability benefits paid in the previous year. Thousands
of beneficiaries have been rehabilitated and terminated from the benefit rolls since
this program began. The overall value of savings to the trust fund is running more
than 60 percent higher than the trust fund rehabilitation expenditures.

The State Rehabilitlation Agencies' requests have exceeded available funds
under these provisions for the last three fiscal years. HI.R. 1 would increase from
1 per cent to 1 percent of the previous year's disability benefits the amount of
trust fund monies that could be used for this purpose. We urge that the percent-
age be increased to 2 percent. This would allow many additional disabled bene-
ficiaries to receive rehabilitation and also would result in reduced benefit pay-
ments greater than the cost of the services. Though the well-being of the benie-
ficiary is the primary consideration, the results benefit everyone. -

IEDICARE
Prescription drugs

One of the greatest shortcomings of the Medicare law is the lack of reimburse-
ment for prescription drugs-drugs which may very well be the greatest single
contributor to preserving and protecting good health.

The elderly account for 25 percent of all outpatient prescription drug costs.
Per capita drug expenditures for the aged are more than 3 times the per capita
outlays for drugs purchased by those under 65. The many aged with severe disa-
bilities can expect per capita expenditures 3 times greater than those over 65 who
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are not severely disabled. In other words, very high annual drug bills are common
among the elderly.

The Task Force on Prescription Drltgs found that only about 2 percent of the
prescription drug costs of the elderly were covered by private insurance. About
9 percent of the costs were accounted for by free drugs, either from a physician or
through a welfare program. Another 8 percent of the costs were reduced through
tax savings. About 80 percent of the remaing cost had to be paid for out-of-pocket
by the elderly-many millions of whom live in abject poverty or perilously close
to the poverty line.

Congress has been aware of this problem. As you will recall, the Senate passed
a prescription drug program under Medicare in 1966. In 1967, as part of the Social
Security Amendments. Congress directed the Scretary of Health, Education and
Welfare to study in depth the feasibility of the Medicare program covering pre-
scription drugs.. A Task Force was appointed, studied the problem for over a year,
and then recommended the program cover prescription drugs. In 1969, the Sec-
retary of Health, Education and Welfare In the new Administration appointed
another expert Committee to review the findings of the Task Force. This Review
Committee also recomnimended coverage, in fact, urged broader coverage than the
original Task Force. This was followed In 1971 by a similar recommendation by the
Advisory Council on Social Security.

Mr. Chairman, there is no further need for study, only a need for action. We
urge immediate enactment of a prescription drug program under Medicare.
Medicare coverage of the disabled

The advent of the Medicare program has brought about a new era in health care
for the elderly which stands in sharp contrast to the plight of another group-the
severely or totally disabled. In numbers, those receiving social security disability
benefits are not large-about 1.5 million. But in terms of economic vulnerability,
their position is precarious.

Disabled social security beneficiaries use seven times as much hospital care as
does the general population and three times as much iii physician's services. In
fct. disabled persons have two or three times the need for medical and hospital
care as retired persons. Yet, the problem of severely restricted income that the
disabled beneficiary faces is the very same as that of the retired elderly person.
The disabled cannot afford expensive individual health insurance policies even
when available to them.

We are particularly pleased that H.R. 1 includes the disabled under Medicare
and consider this a priority item for which there has long been a clear and urgent
need. We urge, however, elimination or major reduction in the two year waiting
period. Health expenses during this two year period, for the reasons stated, often
impoverish the typical low income disability beneficiary. There Is no reason to
discriminate against the disabled by requiring a waiting period of such length. The
waiting period should be no longer, preferably less, than that required for disa-
bility cash benefits.

Medicare also should be expanded to cover early retirees-those eligible for
social security benefits but not now eligible for Medicare. A good example is the
man 65 with a younger wife who must provide for his wife's health protection out
of his low social security benefit.
Combine hospital (part A) and voluntary medical (part B) insurance

The premium for Medicare's supplementary medical Insurance program origi-
nally $3 per month has now increased to $5.60 or $11.20 for a couple and is sched-
uled to increase again next July. For the great majority of medicare beneficiaries
this increase represents a crushing financial burden. As pointed out earlier in this
statement, most of our older citizens are now receiving shockingly Inadequate in-
comes and almost all of them are already bearing extremely heavy medical ex-
plenses not yet covered by Medicare.

The provision in the House bill which would relate premium increases to bene-
fit increases is a tep in the right direction but we would prefer to have the pr,-
miuni altogether eliminated. Under the House passed provision the premium
could not rise on a percentage basis more than general benefits rise on a percent-
•ge basis. Beneflclary-.premiums could never exceed one-half of the total program
eosts.-This provision Is a slight gain since premium increases would be at a-slower
rate than in the past. We also believe that Congress should make clear if this
provision Is passed that it does not supersede regulations of the Price Commuis-
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sion which hold premium increases to a lower level than that permitted by this
provision.

Though the Medicare Part B Premium is only one aspect of the increasing
burden of medical care costs for the elderly, we can deal with this problem im-
mediately and directly. We urge that Part A (hospital (are) and Part B (doctor
care) be combined into a single program, that the premium for Part B be elimi-
nated and that the government make a general revenue contribution to the trust
fund equivalent to one-half the cost of the combined program.

Deductible8, eoinsurance and lifetime reserve
We regret that I.R. 1 increases the annual deductible for supplementary medi-

cal insurance (Part B) from $50 to $60. We were shocked at the cutback from
60to 30 (). s ill the period well coilistirlance is hut imlose(d for hospital inpatient
care. Of course, the original Administration prolmsal to reduce, this startling point
to 15 days would have been even worse. Though we sllliort the increase in the
lifetime reserve for lmspital inpatient care, we do not consider it as a tradeMf for
this undesirable cutback but rather as a desirable improvement along with a
number of others in the bill. In our recollection, the cutback in the coinsurance
protection for beneficiaries would represent the first major cutback in the
OASI)JII program since its adoptimn in 1935. We hmpe this Committee and this
Congress will not be the first to achieve this unenviable distinction.

Health maintenance organizations
One of the most significant provisions of H.R. 1, over the long run. is tie option

allowing Medicare beneficiaries to receive their health services through Ilealth
Maintenance Organi7Ations. There is now widespread recognition tait one of the
most important reasons for the rapid escalation in medical care costs is the lack
of an organized system for delivering care in most communities.

Physicians in medical groups are today giving prepaid medical care to millions
of people enrolled in group practice plans. These physicians work as teams and
pool their varied professional skills for the best care of the patient in return for
regular payments on an agreed basis. These plans achieve substantialeconomies
through bringing the various specialties'together in one place and through eli-
cient joint use of supporting personnel and expensive equipment. They assure
quality medical care through professional review of the qualifications and per-
formance of medical staff.

The financing and organization of health services are intimately interrelated.
Blue Cross, Blue Shield, commercial insurance, the Fderal government and
other payers for medical services have followed the pattern of paying each hos-
pital and nursing home separately for the services each institution provides
without regard to the impact that one institution's services may have on another.
Likewise, payers have paid each medical practitioner for each piece of service
without regard to the impact of such payments on other providers.

It is therefore understandable that this way of paying for services has fostered
independence--rather than cooperation-between health care institutions and
practitioners. This independence has promoted what the health experts call frag-
mentation in the delivery of health services. This fragmentation leads to high
cost and inadequate quality of health care.

What is needed for the Health Maintenance Organization concept to prosper is
a single capitation payment to such. organizations to cover all services subscribers
may require. Comprehensive payments for comprehensive coverage are necessary
because they permit planning for the health needs of the enrolled population
and the most appropriate use of the budgeted dollar. Capitation payments provide
a fixed budget for a defined population. Such a budgetary system provides moti-
vation to the tIMO and its medical staff to select the most appropriate service.
whether hospitalization, skilled nursing home care or outpatient care, for the
patient and to make the most appropriate use of Jphysicians and ancillary
personnel.

We are therefore very much in favor of Sec. 226 of HI.R. 1, which provides for
capitation payments covering both inpatient and outpatient (Parts A and B of
Medicare) services to HMO's. However. tle Hiouse provisions should be strength-
ened to encourage use of this provt-ion an(1 thereby maximize potential cost
reductions and improve quality for beneficiaries of the Medicare program.

There is a need to help new Healthl Maintenance Organizations during initial
years when start up and overhead costs are large and before sufficient members
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are enrolled to reduce these costs to levels which can be achieved after the HIO
becomes fully operational. Similarly. great inequities exist, particularly in
'poverty areas, due to inequitable distribution and availability of manpower and
resources. Obviously, potential HMO'S such as neighborhood health (enters will
have special problems when they are located in ghetto areas where low income
groups reside. The application of a ceiling based on a percentage of medicare
costs in such an area may be tot) low beca se the Pol)ulation Is underserved or
provided an inferior quality of service under the prevailing but often extremely
inadequate health care arrangements it that area.

We suggest, therefore, modifying the provisions of the House bill to allow
newly established HAMO's to be reimbursed on the basis of a 100 percent formula
with a gradual reduction in this percentage for 5 years at which time the 95 per-
cent formula would apply.
I.R. 1 would require each H1.0 to demonstrate to the satisfaction of the

Secretary proof of financial responsibility. While we sympathize with the intent
of this provision. the fact is that no new II.10 (an possibly "prove" financial re-
spomsibility. A new 1IM1O may build an outpatient facility and staff it to serve
20.000 people. However, on the day the organization opens its doors for service, ex-
lerience has demonstrated that a full enrollment of 20,000 is not immediately
aciAveable. Tie first year or two of operation of a new plan are Inevitably
rocky. The requirement that a new plan denlonstrate "proof" of financial re-
slponsibility Is therefore too stringent. We suggest substitution r)f the word "evn-
den(.e" or possibly "substantial evidence" of financial responsibility for the word

H.R. 1 would also require a HMO to assure that health services required by
its members be received "promptly and appropriately." Again. we find ourselves
in symliathy with the intent of the House, but suggest the language is too restric-
tive. Where a community may be subject to an e!)idtniiic,' for example, physi-
cians in HMO's and also In the community generally, are required, under the
force of circumstances, to defer non-urgent cases and physical examinations
io take care of the sick. The "appropriate" service for an acutely ill person is
"lpronipt" service. A routine physical examination may "appropriately" Ibe
s.lmeduled for next week. or even next month. It is therefore suggested that
subsection (b) (6) should read that an HMO should assure "that the health
services required by its members are received appropriately . . ."

Lastly, HMO's should be required to maintain quality standards, but quality
standards should be applied across the board to both HMO's and toI the fee-for-
service system as vell.

BLOOD DEDUCTIBLE

There is one improvement in the Medicare law which is long overdue. Under
present law, the patient must replace or pay for the first three pints of blood
used. Those eligible for Medicare are past the age when they can give blood
and so are most of their friends. It is not easy for them to find voluntary donors
to avoid paying the blood deductible and many are required to buy commercial
blood to meet this burden. Union members make up a major blood donor group
and based on our long-time experience, the AF-CIO urges the elimination of
this requirement for payment or replacement of the first three pints of blood.

FINANCING

The financing provisions of H.R. 1 for the OASDHI programs were based on
the assumption that the bill would pass in 1971 and, therefore, are now out-of-
date. The House bill would have increased the earnings base from $7800 to
$10,200 a year beginning January 1, 1971. The health insurance tax rate would
have increased from a scheduled combined employer-employee rate of 1.2 percent
to a rate of 2.4 percent of covered payroll. However. the scheduled rate for the
Old Age, Survivors and Disability programs (OASDI) for 1972-74 has been
reduced. The total contribution rate will actually be lower under the House bill
for the years 1973-74 than would be the case under present law. However, there
is a particularly sharp jump In 1977 from 5.85 percent to the ultimate rate of
7.4 perent.

The Increase in the contribution and benefit base to $10,200 is a step in the
right direction, but we urge additional increases to $15,000 and an automatic
adjustment thereafter. The increase in the contribution rate is not only impor-
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tant as a means of financing the broader program and reducing the regressivity
of the tax. More importantly, it results in keeping benefits more nearly in line
with rising earnings. Our social security system is important to average and
above-average earners as well as to those with low earned incomes.

Over the years, the limitation on earnings for taxes and for the computation
of benefits has failed to keep pace with increases in earnings. As a result, the
protection provided under the system for those in the higher wage levels has
significantly deteriorated. About 95 percent of the persons in the social security
program had their full earnings covered when the program first began. It would
take a wage base in excesi of $15,000 to cover the same proportion today. The
program should cover the total earnings of the large majority of workers so
that their benefits, which are based on covered earnings only, will be better
related to what they have actually earned.

AFL-CIO members have always been willing to pay their fair share of nec-
essary and desirable improvements in the social security law. And we are
willing to pay our share of the improvements we are advocating here today
if the Congress will enact them into law. The Social Security System should
continue to be financed primarily by contributions of employers and employees.

But the time has come Mr. Chairman, to begin a systematic introduction of
some general revenue financing in order to establish a fully adequate social
security system. Without general revenues, the contribution rate required for
needed major reforms would place an unfair burden on the low wage worker,
since considered solely as a tax, this contribution is regressive.

There has been support for a government contribution from general revenues
from the inception of the program. Organized labor supported the payroll tax
at the time the Social Security program began despite its burden upon low-
income workers. However, organized labor and many othe, supporters of this
legislation viewed exclusive reliance on the payroll tax as a transitional stage.

Mr. Chairman, if you will examine the record of the past, you will find that in
these early years the Social Security Board, Advisory Councils, Congressional
spokesmen, organized labor and even various business groups asserted the need
for a general revenue contribution at some appropriate stage in the development
of the system. Organized labor believed as did many others that exclusive reliance
on the payroll tax was necessary during the initial phase of the program in ex-
change for the benefits of the new protection. But at the same time, we felt that
ultimately action would be taken to limit the burden upon low and middle
income groups.

In fact, the original Social Security legislation submitted to Congress in 1935
recommended a government contribution to cover past service credits and even
mentioned 1965 as the most likely year when such contributions would be re-
quired. Provisions for a government contribution were actually included in the
Social Security Act from 1944 to 1950 and though removed in the amendments
of 1950, its removal was against the recommendation of the Advisory Council on
Social Security.

In addition, government contributions are already being used to meet a minor
but nevertheless a signfficant portion of program costs-wage credits for military
service, hospital insurance for the non-insured, matching funds for the Part B
premium, and for the age 72 special benefits. In short, Mr. Chairman, this is not
-a new proposal but an old one that now needs to be fully implemented. We urge
a gradual increase in the now limited general revenue contribution until it covers
one-third of the total cost of the program.

OATASTROPHIC HEALTH INSURANCE

Mr. Chairman, you have requested comments from interested organizations with
regard to a Federal program of catastrophic health insurance. We welcome
the opportunity you have offered to comment on the concept of catastrophic
health insurance as well as your specific proposal: S. 1376.

It is now widely acknowledged by most authorities, including the Administra-
tion, that the breakdown in the delivery of health services and the resulting cost
escalation are caused by the lack of organization of the health delivery system,
a shortage as well as as a distorted distribution of health manpower, inefficient
use of allied health professionals and a lack of teamwork among the 35 special-
ties in medicine.

Medical care in the United States is characterized as oriented to the exotic,
unusual, interesting or medically challenging type of treatment. Where the United
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States has failed is in the area of preventive and routine modcal treatment for
commonplace illness. The commonplace sickness of today often becomes the
catastrophic illness of tomorrow because of the lack of access to preventive and
health maintenance services for millions of Americans. Catastrophic insurance
coverage will inevitably lead in the direction of less productive use of highly
skilled manpower in short supply. It will encourage a disproportionate number
of physicians to specialize in the more "dramatic" areas of medicine such as open.
heart surgery and organ transplantation.

Anne R. Somers, noted medical economist, stated In an article which appeared
in the May 10, 1971 issue of Medical Economics:

"Catastrophic coverage alone would run counter to, and probably undermine,
the efforts now getting under way to give new emphasis to primary care and am-
bulatory services, and to rationalize the health-care delivery system by over-
coming the fi'agmentation that is a major source of both its current price inflation
and its qualitative deficiencies. The fantastically high deductibles proposed in
most of the catastrophic bills that have been introduced, and their overwhelming
emphasis on major illness, would further distort the allocation of national health-
care resources-turning them increasingly toward hospitalization or other in-
stitutional treatment and away from prevention, health maintenance, home care
and other neglected aspects of the compreiensive-care spectrum."

Catastrophic insurance is based upon the assumption that Americans have good
basic insurance to cover non-catnstrophic health expenses. Yet, more than half of
our entire population have no Insurance for such important basic services as
physician visits. Catastrophic insurance is a rich man's program. It would have
-lilmost no benefit for working people and for the poor. Their income and savings
,vould be depleted before the deductible could be met, and few could afford to pay
the required coinsurance. All workers would be taxed for catastrophic Insurance;
yet it would be of primary benefit to those with relatively high incomes.

A common feature of the various catastrophic bills is a heavy reliance on deduc-
tibles and coinsurance. One reason for this Is to reduce the cost of the program in
t ixes by shifting part of the cost to out-of-pocket payments by the consumer-
taxpayer. The burden of paying these charges is greater on the poor than on the
rich. Moreover, such payments, especially the deductibles, raises the total cost
of care because financial deterrents to early diagnosis and treatment of disease
make it more likely that care will be sought only after distress has become so
acute that medical attention can no longer be deferred. Catastrophic coverage
wNith large co-payments make catastrophic Illness more likely.

The claim is also made that deductibles and coinsurance imposed on the patient
:-ontrol utilization, as if the catastrophically ill person has any choice! In gen-
,ral, however, deductibles and coinsurance imposed on the patient cannot control
.osts because it is the doctor and not the patient who control utilization.

It is the doctor who decides whether a patient goes to the hospital or receives
• uuch less expensive treatment on an outpatient basis.

It is the doctor who decides on when a patient can lie transferred to ail ex-fended care facility. It Is the doctor who decides when the patient can be dis-
charged from the hospital or nursing home.

It is the doctor who decides how often the patient should come to time office for
treatment and It is he who determines the number of hospital visits that need to
lie made.

It Is the doctor who decides what laboratory tests need to be made.
It Is the doctor who prescribes drugs e! her by brand name or less costly but

equally y effective generic equivalents.
It is the patient's physician who leaves instructions with the house staff or

nurse.
Every patient knows this. When he or she goes to the physician with symp-

toms--perhaps for a physical examination-and the doctor decides treatment Is
necessary, the patient places himself under the doctor's direction.

It should be clear, then, If any progress is to be made in controlling costs In
the public interest, fiscal controls must be placed on the physician and not
the patient. Of the many health insurance proposals now before Congress only
the National Health Security program Introduced by Senator Kennedy and
Representatives Griffiths and Corman (S. 3 and H.R. 22) would control medical
costs by placing fiscal controls on physicians.

Some catastrophic proposals would vary the deductible and coinsurance pro-
visions with income. Under such proposals, the poor would be subject to little
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or no cost sharing while the rich would have to w y substantial amounts in
the form of deductibles and coinsurance as a condition for receiving benefits.
While tbis meets the objection that catastrophic insurance is of primary benefit
to the rich, the cost of administering a program with varying deductible and
coinsurance amounts depending upon income and family size would be enor-
mous. Such a program would have the effect of placing the entire population
under a means test.

Because Health Maintenance Organizations stress prevention of disease and
maintenance of health, there is reason to believe that far fewer persons en-
rolled in HMO's would need catastrophic coverage than would those enrolled
under the fee-for-service system. HMO's could therefore provide catastrophic
coverage at substantially lower cost than under the unorganized delivery system.
Yet, catastrophic insurance would pay for high cost illness separately from pay-
ments for routine sickness. Thus, HMO's would not be reimbursed for reducing
catastrophic illness but nevertheless would have to pay for routine health main-
tenance services. This is the same problem that arose with separate payments
to HMO's for Part A and Part B of Medicare. HMO's could not allocate their
savings in hospitalization to providing more outpatient services. Catastrophic
insurance would therefore subsidize the fee-for-service system unless provision
is made to incorporate actuarially equivalent capitation payments to HMO'a

S. 1370

The general criticisms outlined above apply to S. 1376. The following comments
apply specifically to this bill.

S. 1376 excludes persons over 65. the very group needing protection against the
cost of catastrophic illness the most. The benefits excluded under the Medicare
program are also excluded under S. 1376. The most important of these exclu-
sions is prescription drugs and limited benefits for mental illness.

While it may be presumed that most of the population wou'd secure insurance
coverage for the first 60 days of hospitalization, the heavy deductible of $2000 for
medical benefits would be a major burden for low and moderate income families.
Less than half of the population have insurance coverage for home and office
physician visits; this lack of coverage is concentrated among low Income families.
It cannot be presumed that low income families will be able to afford to purchase
private health insurance to cover the first $2000 of medical expenses. The substan-
tial coinsurance payments for institutional care (currently $17 for each day in
the hospital and $8.50 for each day in a nursing home) would result In a
catastrophic bill for low income families as would the 20 percent coinsurance
requirement for medical expenses. If Federal financial support for coverage of
the medically indigent were withdrawn under the Medicaid program, as we under-
stand the Chairman of this Committee has proposed, enactment of S. 1376 would
provide families in the $2000 to $6000 range little help.

S. 1376 continues the cost-escalating features of the Medicare program includ-
Ing cost reimbursement of institutional providers and payment of usual and
customary fees to practitioners. The bill would accelerate the inflation of medical
costs making medical care even more financially inaccessible to the poor.

There is no provision in S. 1376 for capitation payments to Health Maintenance
Organizations. The bill further fragments payments for medical services and
provides more financial support for the fee-for-service non-system. The bill does
not attack any of the basic causes of the medical care crisis. We are therefore
opposed to the enactment of any form of catastrophic insurance.

M MEDICAID

H.R. 1 would repeal the requirement in the present law that States must have
comprehensive Medicaid programs by 1977. The intent of this provision in the
present legislation is clear and is the heart of the Medicaid law. It would make
comprehensive health services available to all those who cannot pay for the cost
of these services because their income iN too low. In short, it is a commitment by
the nation to provide health care for all indigent and medically needy Ameri-
cans. A continuing commitment to this goal is imperative if we are going to suc-
cessfully attack the serious failures of our health care system-particularly
among the poor where this failure is the greatest.

We urge this Committee to reject the House provision. It constitutes a severe
retrogression and might postpone for decades the attainment of the goal of com-
prehensive health services for the needy and medically needy.
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The House bill would modify the requirement for uniform federal matching
percentage for all health services covered under the State plan. Federal matching
for certain outpatient services would be increased by 25 percent. But federal
matching for long-term institutional care would be decreased by one-third: after
the first 60 days of care in a general or TB hospital; after the first 60 days of care
per fiscal year in a skilled nursing home; and after 90 days of care in a mental
hospital (with a maximum of 275 days during an individual's lifetime).

Though supposedly aimed at-inducing use of less expensive forms of medical
care, this proposal would actually result in financially over-burdened States
cutting back their Medicaid programs at the expense of needy patients requiring
long-term care. An arbitrary limitation on duration of the care of such patients
is a cruel response to their problems.

The House bill adopted a Senate proposal which provides that the resolution
mill not take place in skilled nursing home care If there is in the State an effec-
tive program of control over utilization of such care. This is a step in the right
direction but similar approaches should be applied to other forms of institutional
care as well. If there is concern that too many patients remain too long in insti-
tutional settings with resulting higher cots on the program, the appropriate
solution is to approach the problem from the provider sIde or to assure genuine
alternative arrangements suited- to the needs of patients, but not to place the
burden on those who can least afford it.

We strongly oppose the Imposition of additional charges on Medicaid recipe.
ents. The bill would allow States to impose a premium fee on the medically
indigent according to their income and deductibles and coinsurance without
limitation after July 1, 1972. Deductibles and coinsurance would also. be per-
mitted for optional services for cash assistance recipients. These provisions
attempt to control medical services by putting dollar barriers to needed medical
services in the Iath of those who are least able to pay for them.

H.R. 1 also requires assistance recipients with total Incomes In excess of the
State's medically Indigent eligibility standards to draw down any excess of
Income above the low Medicaid standard. Since the State's Medicaid eligibility
standard cannot be higher than 133.33% of the current payment to ADFC fami-
lies, many recipients will gain little advantage from the Income disregards. More-
over the provision A1ll undermine efforts in other parts of the bill to encourage
work and training by permitting recipients to retain some portion of their
earnings.

The scope of medical benefits available under Medicaid are also reduced by
H.R. 1. The States would not be allowed to reduce the wope of non-mandated
services under Medicaid and would be exempt from the maintenance of financial
effort provisions of present law. This would limit even more severely the services
to which medicaid recipients are entitled in many States. Given the financial
pre".ures faced by most States, the inevitable result will be a cutback in these
services by many States. We urge elimination of this provision from the bill.

We also urge elimination of the provisions under which the State would not
be required to make Medicaid available to persons newly eligible under the
Income maintenance sections of the bill. By definition these are poor people and,
therefore, without the income or resources to meet the high cost of medical care.

Ourtailing services and restricting coverage does not enhance the ability of
the poor to pay the cost of medical care. The renedy for high Medicaid costs
is not curtailment of the program, but establishment of reasonable and effective
cost controls on those who determine the volume of services to patients--the
providers.

One approach to these problems that has been suggested is full federalization
of the program. The AFL-CIO supports federal administration and financing
of Medicaid as an essential part of the federalization of the public welfare
system. However, partial federalization which takes aver tke mandatory portion
of the Medicaid program but leaves to the States the full burden of paying for
optional benefits not required by federal statutes is not satisfactory federaliza-
tion and would be counter-productive unless accompanied by a requirement that
States supplement the basic federal program at least at their current level. As
previously stated, without this guarantee, given the present State tendencies to
cut programs the Inevitable result would be cutbacks In the Mediceid program.

The only fully satisfactory solution to these problems is adoption of a Na-
tional Health Security System along the lines advocated by the AFL-CIO, We
think it significant that nations ranking higher in health statistics than the
U.S. are invariably those that have a system to provide and to finance health
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care for the great majority of their population, rich and poor alike. However,
until a comprehensive national health system is under way every effort should
be made to assure progress toward the Medicaid goal of comprehensive health
care for the needy and medically needy.

COST EFFECTIVENESS AND TECHNICAL 'AMENDMENTS

The Medicare and Medicaid programs have fundamental defects in lack of
adequate cost controls. Very little of this problem can be solved by administra-tive controls and legislative action is needed. These programs are built on the
established order of hospital and medical scervices and reflect many of the
same problems that are plaguing the health care system as a whole. These
shortcomings should not be used as an excuse to deny' making major benefit
improvements in the laws. Beneficiaries should not be the victims of society's
refusal to come to grips with an outmoded health delivery system. We support
most of the provisions of the House bill to contain costs and most of the technical
amendments. I shall not attempt to analyze in detail all these complicated and
often interrelated provisions of the bill. Rather, I shall attempt to explain why
the AFl-CIO supports or opposes certain provisions not commented on pre.
viously and what additional we feel needs to be done to effectively control costs.

A. PROvISIoNs RELATED TO ELIGIBILITY AND PAYMENT FoR BENEFITS

HOSPITAL INSURANCE BENEFITS FOR UNINSURED INDIVIDUALS

H.R. 1 would allow persons age 65 and over to enroll on a voluntary basis
for Part A (Hospital Care) of Medicare under the same conditions by which
individuals can enroll under the Part B (Physician Services) of Medicare. Those
who do enroll must pay the full individual cost of the protection which would
be increased as costs go up. States and other organizations would be able to
purchase such coverage on a group basis for their retired employee over 65.

This provision would be of benefit to individuals age 65 and over who are not
eligible for Medicare. These individuals find it nearly impossible to purchase
private insurance protection since most private insurance policies for the age
65 and over group have been converted to policies supplementary to Medicare.
Large numbers of State and local government employees not covered by Social
Security and ineligible for Medieare coverage face this problem on retirement.
Allowing State and local governments the option of purchasing coverage for them
on a group basis would help resolve this problem.

AUTOMATIC ENROLLMENT FOR SUPPIEMENTARY MEDICAL INSURANCE

Pending merger of Part A and Part B into a single program, we support
automatic enrollment of beneficiaries when they first become eligible. We assume
appropriate measures will be taken to inform an-individual of his right to
withdraw once enrolled and that Congress indicate this be done.

INCENTIVES 703 STATES TO EMPHASIZE COMPREHENSIVE HEALTH CARE

We support the provision which increases by 25 percent (up to a maximum of
95 percent) federal matching funds for Medicaid programs when a State is under
contract with a health maintenance organization or other comprehensive health
care organization. The AFL-4DIO strongly favors prepayment over the fee-for.
service method of financing health. The purpose of this amendment is to encourage
States to contract with Health Maintenance Organizations. These organizations
have been shown to provide better quality and more comprehensive care at less
cost. We believe that the quality of health care for poor people can be significantly
improved by this provision provided the other provisions of the bill pertaining
to the HMO'S are modified along the lines suggested elsewhere in this testimony.

B. PROVISIONS RELATED TO IMPROVEMENTS IN OPERATING EFFECTIVENE

LIMITATI0oN FEDERAL PARTICIPATION

The House bill would dfsallow capital costs such as depreciation and interest
made for capital expenditures in excess of $100,000 which were specifically dis-
approved by State and loml health planning bodies. We have opposed similar
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proposals In the past. The qualifications of members of Advisory Councils to State
Planning Bodies vary widely from State to State and, despite the usual require'
ment for consumer representation, that the influence of physicians and financial
interests was disproportionate to consumer influence In many states. Fortunately,
the House bill provides for final approval by the Secretary of HEW on recom-
mendation of a National Advisory Council, and for that reason, we do not
oppose it,

PROSPECTIVE REIMBURSEMENT-EXPERIMENTS AND DEMONSTRATION

We strongly support the requirement that HEW be required to develop experi-
ments and demonstration projects designed to test various methods of making
payment to providers of services on a prospective basis. There is already authority
to do this under Section 402 of the Social Security Act but, unfortunately, little
has been accomplished. What is needed is a speedy and sustained effort in this
area in order to lay the groundwork for a major program of prospective reim-
bursement. The present "reasonable cost" reimbursement formula neither rewards
efficiency nor discourages waste and ignores the opportunity to use financial in-
centives as an inducement to superior performance. Specified payment in advance
would put a premium on efficiency and would stimulate more economical use
of resources and manpower.

This provision also authorizes the Secretary of HEW to conduct experiments
with area-wide and community-wide peer review and medical review mechanisms.
This should be supported since there is a need to test proposals that might
improve the administration of cost and quality controls. Proposals of this nature
should be thoroughly tested before enactment into law.

LIMITATIONS ON PREVAILING CHARGE LEVELS

Under H.R. 1 reasonable physician fees will be defined as those which do hot
exceed the 75th percentile of actual charges In a given area. After that, allowable
charges may be increased in the aggregate only to the extent justified by indexes
reflecting changes in costs of practice of physicians and in earnings levels,
Presently, the prevailing limit on the reasonable charge for a service is generally
about the 88rd percentile.

The AFL-CIO from the inception of the Medicare program pointed out that
the reimbursement formula for physicians was biased In favor of escalation of
costs and against adequate cost controls. Reimbursement of physicians based on
"prevailing" charges is an open Invitation to doctors in today's seller's market for
medical services to increase their charges so that the new higher level of charges
will have to be considered "prevailing." The proposal is a step forward in hold-
Ing down costs, but better results would be obtained by contractual relationships
with providers of medical care and negotiated fee schedules.

In addition, since under present law the physician can choose whether to be
paid by direct billing or the assignment method, there is a good possibility that
a large portion of any cost savings will be borne by financially hard-pressed
beneficiaries. If the doctor chooses billing the patient directly, he may charge
what he pleases and the patient must make up the difference. The assignment
method, receiving the payment from the Social Security Administration, requires
that the doctor accept the reasonable and customary charge as determined
by SSA.

Under the new proposal, this would have to be within the 75th percentile of
customary charges for a service in the physician's area. In order to insure'that
the savings realized by this provision will not be at the expense of poverty
stricken older people, we urge that the assignment method be made mandatory.

LIMITATIONS ON COVERAGE OF COSTS UNDER MEDICARE

Another provision would give the Secretary of HEW authority to establish
limits on providers' costs to be recognized as reasonable based on comparisons of
the cost of covered services by various classes of providers in the same geo-
graphical area. This provision would be applied prospectively so that providers
would know in advance maximum costs allowable and would have an opportunity
and incentive to achieve economies to avoid non-reimbursable costs. There is
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authority in existing law to disallow incurred costs that are not reasonable, but
excessive cost must be specifically proved on a case-by-case basis. Administra-
tively, this is too cumbersome to effectively control costs.

An institution that Is inefficient in the delivery of health services should not
be shielded from the economic consequences of its inefficiency. A reimbursement
formula based on costs-which allows whatever costs a particular institution
incurs-is rvot responsive to efficiency objectives. It is appropriate that a reim-
bursement formula only recognize those costs incurred by a reasonably prudent
and cost-conscious management.

ADVANCE APPROVAL OF EXTENDED CARE FACILITY AND HOME HEALTH SERVICES

At the present time, eligibility for extended care facilities or home health
services includes a requirement that the patient requires that type and level of
care. This determination cannot always be made until after these services have
been received and patients often find themselves charged retroactively with
non-reimbursable costs. A provision in the House Bill would authorize periods
of time for which a patient is presumed eligible for these services on certification
by the patient's physicians. This would not only decrease the number of cases
in which benefits are retroactively denied but also should encourage transfer
from a hosiptal to these less costly types of care.

AUTHORITY OF SECURITY TO TERMINATE PAYMENTS TO SUPPLIERS OF SERVICE

Another provision in the House bill .is long overdue. HEW would be given
authority to terminate or suspend payment for future services rendered by a
provider found to be guilty of abusing the program. Under present law, HEW
does not have this authority. Nothing is more important than protecting bene-
ficiaries from inferior or harmful services and from fraud and this cannot
he properly done under the limitations of existing law.

PENALTIES FOR FRADULENT ACTS AND FALSE REPORTING UNDER MEDICARE AND
MEDICAID

This provision would broaden the penalty provision relating to the making of a
false statement or misrepresentation of a material fact in any application for
medicare payments to include the soliciting, offering, or acceptance of kickbacks
or bribes by providers of health care servicM7*The penalty would be imprison--
ment up to one year, a fine of $10,000 or both. False statements of material fact
concerning the conditions of a health care facility to secure certification of
participation in the Medicare or Medicaid programs would carry a penalty
of $2,000 fine, 6 months imprisonment or both.

These provisions if properly enforced, would help prevent some present abuses.
It will be helpful in insuring proper performance by some proprietary nursing
homes and by those who inspect anq report on these facilities who otherwise
might be tempted to violate the law. .. . .

C. MISCELLANEOUS AND TECHNICAL PROVISIONS

PHYSICAL THERAPY SERVICES

We have reservations on the modificaton made in the provisions of the Medi-
care law relating to physical therapists. Under the Part B medical insurance
program, beneficiaries would be coVyird-or the services of a physical therapist
in independent practice when furnished in his office or in the patient's home.
Total charges for sudh services could not e eed $100 for a calendar year.

Physical therapy services are, of course, already covered under prescribed con-
ditions in a variety of settings. Since such se'tvices cannot be furnished in the
therapist's office even though the office is far m6,re conveniently located than the
facility to which the benfieiary must-travel to Obtain these services, we can ap-
preciate the need for this modification. /

However, we are always concerned about the quality of care in any health
program when specialists with less qualificaflons than those required for fully
qualified physicians are Included. Such sp !ialists can play a useful role in
health acre but should not initiate treatment except on the recommendation and
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under the general supervision of a qualified doctor. Maintenance of quality
standards are most likely to be maintained when such services are provided in
an organized medical setting. Though under the proposal the Secretary would
be empowered to establish quality controls by regulations, we would prefer
that they be more specifically spelled out in the law itself. We will oppose this
proposal until there is greater certainty that quality standards will be
maintained.

REQUIREMENT OF MINIMUM AMOUNT Or HEARING

We oppose requiring that a minimum amount of $100 be at issue before a
beneficiary will be granted a hearing by the intermediary. Presently, hearings
are permitted when there is controversy regardless of the dollar amount at
issue. Amounts less than $100 constitute a large sum of money to the typical social
security beneficiary and he should have the right to contest decisions on such
amounts.

SOCIAL SERVICES REQUIREMENT IN EXTENDED CARE FACILITIES

This provision would remove the requirement that an extended care facility
must provide social services in order to participate in the Medicare Extended
Care Program. Patients in Extended Care Facilities do not have other family
members to plan for them and, in cases where they do, these family members need
help and advice in adjusting to the medical conditions of the patient. The elimi-"
nation of social services as a condition of participation would be a step backward
in the EOF program and should be opposed.

WAVERS OF NURSING REQUIREMENTS UNDER MEDICAID FOR SKILLED
NURSING HOMES IN RURAL AREAS

This provision would waive the requirement that skilled mursing homes under
Medicaid have at least one full-time nurse on the staff when the nursing home
is located in a rural area. We do not believe that a nursing home can be classified
as "skilled" when there is no full-time registered professional nurse in the
nursing home to plan and supervise nursing care. This provision should be de-
leted from the bill.

STUDY OF CHIROPRACTIC COVERAGE

The House bill contains a provision that would require a study of chiropractic
services provided by State medicaid programs in those States that authorize
such services. This study would be used in making a determination whether
chiropractic services should -be covered by Medicare. The AFL-CIO -has opposed
coverage of chiropractic'services by Medicare but does not oppose an objective
study of the question. We deem it essential that any such study Include within
its scope evaluation of the scientific validity of chiropractic theory which main-
tains that treatment of the spine can cure practically any human illness.

ADDITIONAL COST CONTROLS

Many of the cost effectiveness and technical amendments of the House bill
would help resolve many of the cost problems of the Medicare and Medicaid
programs but we feel others are essential and urge the following additional
reforms:

1. Relationships between parties that pay for health care on behalf of the
public on the one hand and the providers of care on the other, should whenever
possible, be contractual. Where there is no contract, fee schedules should be
used instead of the usual and customary fee.

2. Hospitals should be required to employ a' fulitime medical director and
various department heads and all hospital-based physicians should be paid 'by
the hospital in order to give hospital administrators greater control of the
hospital's budget.

8. All hospitals, as a condition of participation in the programs, should be
required to establish a formulary of prescription drugs and to purchase 4ugs
for this formulary by generic name on a competitive bid basis.

4. The Federal government should expand present health professions' educa-
tion programs to provide more scholarships, additional funds for student lbans,
and to encourage more effective use 'f auxiliary personnel as a means of in-
creasing the productivity of physicians. Recent Health Manpower legislation was
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a major step forward but falls far short of what could and should be done in
these areas.

In the long run, only the adoption of a Nationitl Health Security Program will
guarantee a health care system capable of providing comprehensive quality care
and of containing cost increases. But the need for a comprehensive national
health program should not detract from the need of making these essential
changes in the existing programs as soon as possible.

ASSISTANCE FOR THE AGED, BLIND, AND DISABLED

H.R. 1 would create a new single national program to provide cash assistance
to the needy aged, blind and disabled. Under the new federal program, uniform
eligibility requirements and uniform benefit payments would replace the multi-
plicity of requirements and benefit payments under the existing state run
programs. This is a step forward and we support the proposal.

However, there are several aspects of the proposal that cause us concern and
we urge two major improvements. The new program will provide a minimum
standard of $180 a month for a single individual ($195 a couple) rising by two
stages to $150 ($200 a couple) by 1975. The proposed minimums are considerably
below poverty levels. Though the staged increases are provided for until 1970,
prices will also be rising and there is no provision to adjust minimums in ac-
cordance with such increases. We urge immediate federal minimums at no
lower than the poverty level and provision for automatic adjustments for keep-
ing that level up to the date in accordance with increases in living costs.

Nor does the proposal require supplementation by those states currently mak-
ing payments above the proposed federal minimums. The proposal does provide
that unless a State by legislative action before July 1972 formally decides not
to supplement, it will Lease to be eligible for federal payments under Title IV,
V, XVI, XIX, unless supplementary payments are made equal to what recipients
were receiving as of June 1971. his provision should be eliminated and the
States should be required to supplement federal payments up to their current
level with federal participation in the costs of such supplementation.

THE FAMILY ASSISTANCE PROGRAM

We appear again to urge this Committee and the Senate to seize this opportu-
nity to pass what could be the most important social legislation since the thirties.

Two and one-half years have passed since President Nixon asked the Congress
to enact a family assistance program. We supported the thrust of the President's
recommendations then and we support them again today. We do, however, take
vigorous issue with many specific provisions of H.R. 1 as it passed the House of
Representatives. Therefore, we are asking your Committee to make substantial
changes in that bill. If it should remain in its present form, and we sincerely
hope it will not, we would find it unacceptable.

BACKGROUND

The family assistance program in the terms of H.R. 1 restricts itself only to
thooe families with children in poverty.

Pqyerty, in terms of money, is a family unable to purchase an adequate stand
ard of shelter, food, clothing, health and education.

The definition of poverty most currently accepted is the definition developed
by the sociall Security Administration, For 1970, the Social Security Adminis.
tration fixed $8,944 as the threshold for a family of four. It is an annual monthly
income of $328.66 for the necessities of life. But it is not the only standard.

In the spring of 1970, the last period for which the Bureau of Labor Statistics
revealed the costs of its compilation of standard family budgets for city workers,
the Bureau revealed its "Lower Budget" required annually an income including
taxes of $6,960. The maximum total earnings including taxes at which the Ribi.
coff-.4 lts amendment would supplement income is $5500-20 percent less than

T.S' "lower budget" figure of $6,960 for 1970.
Recently, Joseph A. Pechman, Director of Economic Studies, the Brookings

Institution, in his presidential address to the annual meeting of the American
ftaces~sociation. in New Orleans report "that the lowest 20 percent of all
families. (were) in an Income range'under $3,281 (and) received only 8.4 percent
o f tho total, money income of American familiess"
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Pechman further points out that forty percent of all families had income of
less than $5,881 and received only 14.1 percent of the total money income of
American families.

In your Committee Print, entitled "Welfare Programs For Families," July 21,
1971, Table 1, page 24-25 you point out that more than 19 million persons in the
family category are eligible for benefits under H.R. 1. And, although the benefit
amount varies according to size, the maximum earnings for a family of four still
eligible for (t family assistance payment is $4,200.

Without belaboring the threshold of poverty further it is clear that many mil.
lions of families shall live without the basic necessities in the world's most afflu-
ent nation.

The President of the United States, the Chairman of this Committee State
Administrators, a Presidential Commission and many others have described our
present approach to the problem of poverty as our "welfare mess."

Clearly, our Federal-State partnership in which payment levels and determina-
tions of eligibility are handled by the states, but the financing is shared by the
Federal government, has miserably failed-failed the poor and failed the nation's
taxpayers

Where do we go? The AFL-CIO recommends that the thrust of the program
recommended by President Nixon merits enactment. If we accept the basic
approach of the President, and improve upon it, we can assure all Americans the
necessities of life in a program which would provide at least a floor Income for
those who receive welfare and can't work and improve the income of welfare
recipients who do work. '

Because H.R. 1 falls so far short of what is really needed for genuine welfare
reform, we urge this Committee and the Senate to support the amendments of
Senator Ribicoft, a member of this committee, and co-sponsored by Senator Javits
and 20 additional members of the Senate.

THE RIBICOFF FAMILY ASSISTANCE PROGRAM

Basically, the Ribicoff program provides a $8,000 income floor to all eligible
families of four. The first $720 of earnings is disregarded. Sixty percent of all
earnings In excess of $720 are applied to reduce the basic benefit amount of
$8,000

The following table applies the formula to various earning levels:

WELFARE PAYMENTS IN THE RIBICOFF-JAVITS AMENDMENTS FOR A FAMILY OF 4

Earning FAPI Total Income Earning FAP Total Income

0 .......... $3,000 $3......... $1,3 32 $4,832
...... 500 I....---------------70

NO............... f~~ 203 :,1 5W. 012 13..... 4 .........:: 2,532 40232 . ......... 432 5,432
06 0........... 21,232 4,23 .......... 213 5,63

0 ................... 1, 932 4432 1 720 ................... None 5, 720

R ................ 1,- -4- o

I Redue total earning by $720-annual disregard. Multiply 60 percent of the remainder to reduce FAP.
5 H.R. 1 provides th no check shell be written for less than $i. This table appies the same principle except no check

shall be written for leSS than $11.

Both H.R. 1 and thc Ribicoff amendments eliminate food stamps for families
receiving family assistance payments. However, many states today have welfare
programs which'provide families, which have no additional income, a cash bene-
fit plus food stamps in excess of $8,000. To safeguard the present income status for
these families, the Riblcoff amendments provide that In such states, the pay:
ments of eligible recipients shall be supplemented by the state to an amount which
when added to the $8,000 shall equal the cash benefit plus the value of food stamps.

One of the foremos* objections of the AFL-CIO to H.R. 1 is its failure to ensure
welfare recipients their present benefit levels. States, hard pressed financially
and believing the responsibility of welfare is national rather than local, may elect
to. cut welfare benefits. Some states have already done so. Moreover, President
Nixon promised at the outset that benefit levels would not be reduced. We urge
that that promise to welfare beneficiaries be assured by law.
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The following table relating to incomes, including taxes under the Ribicoft
program, clearly shows that welfare recipients are substantially encouraged to
seek and accept work. +

'rOTAL INCOME AFTER SOCIAL SECURITY AND INCOME TAXES FOR A FAMILY OF 4 0NDER THE RIBICOFF.JAVITS
AMENDMENTS

Social
Security Income Total

Earnings tax tax FAP Income.

720 ............................................... . 000IJ0 ................................ 4.0 0 $ ' 3 2 1
. . 70............. 8.00 0 394.00

2 o............................................. 0.00 o
2600 ................................... 0. 2

5,000 .............................. 20.00 184 132.5o o............. ........................... 1 00
000 ...... 6.00 """ 4H.... : 1.o$5,500 ........ o.............................. 206.00 284 2132 (4 0

I Income tax(1) and the taxpayer Is claiming 4 exemptions; (2) and he is head of household; (3) and he Is not Itemizing
his deductions (1971 Federal come Tax Form).

'Assuming that no check shall be written for less thn $11.0.

DESBTIOZ

Moreover, contrary to the system now in operation in the great majority of
Jurisdictions, desertion by a working father for financial reasons is clearly dis-
couraged. A father earning $4000 a year-an average of $2.00 per hour, and pay-
ag average taxes of $247-would now have a take-home pay of $3,758. Under the

Ribicoff program, FAP would pay him annually an additional $1,062 bringing his
income to $4,785 annually.

The Ribicoff amendments by phasing out the Federal-State program make an
additional contribution to end the confusion in the "welfare mess" HjR. 1 gets us
off the ground all right but suspends the program in midair. No state is obligated
to supplement benefits H.R. 1 makes no provision for a tomorrow. No state gov-
ernor nor legislature can know in advance what the President and Congress will
do about welfare in the forthcoming year or years. The Ribicoff amendments
phase out the present Federal-State program in an orderly manner by fixing a
date certain for total Federal financing.
I While this thumbnail sketch of the Ribicoff program examines its thrust, there

are many features of any plan that have a major impact on its failure or success.
We shall discuss a number of such features.

MLGraTDILTY

Certainly ,an important feature of any program is: Who is eligible? H.R; 1 for
example determines eligibility in part on earnings in previous quarters of the
year. While it neatly packages the determination of certain kinds of eligibility
for the computer, it surely could play havoc with the stomachs of children. It
people were robots and could -be computerized, life would be more simple.

Let us illustrate by applying the formula of H.R. I to e migratory laborer aUzl
assume the Ribicoff amendments had been adopted. Our laborer (family of four)
applies for welfare on October 1. He had no income for the first two quarters df
the, year, but he did have an income of $1300-$100 per week--n July, August
and September. He may disregard $180 (one-fourth of $720) and $448 (40 per-
cent of the remainder of his earnings) or $628. However, $672 is countable in-
come. Therefore, for the quarter of October, November and Deomnber our laborer
and his family is eligible for a payment of $78 ($750 (1/i of $8000) less $672
countable income). It is completely unrealistic to assume that a family Which
has earned $1300 in nine months will have saved $82 of that amount during tlhe
third quarter in order that 'he should have $750,to live on in the fourth quarter.
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We ask in determining eligibility that the Committee and the Senate adopt the
provisions of H.R. 16811 which also passed the House of Representatives. The
Ribieoff amendments do so.

WORK REFERRAL

Another critical feature of any welfare program is work referral. We accept
the ethic that if a person is able and available for work, he should be required to
do so. But the three words "available," "able" and "work" must be defirgid unless
we blind ourselves to the fact that the poor, having no choice, will be exploited.

We cannot ignore the fact that according to the official government figures,
one person out of every 16 cannot find work today. If you take into account
people without jobs who, for one reason or another, are not counted among the
unemployed in the official statistics, the ratio is undoubtedly higher nationally,
and it certainly is higher in the areas-central cities and depressed rural c~m-
munities-where the number of welfare recipients is the highest. This nation
cannot resolve the problem of the welfare load until unemployment is reduced
to that point when all persons seeking work will within a reasonable time find
work. Welfare is no substitute for work-full employment can reduce welfare
to its irreducible minimum.

But work also involves the workplace and the pay.

MINIMUM WAGE

H.R. 1 recognizes the principles of a minimum wage. It makes no exemption
from the minimum wage laws and provides that all referrals shall be to Jobs
paying the prevailing wage but net less than 75 percent of the Federal minimum

Where work referrals to welfare recipients are directed, we should recognize
that we are not dealing with people who may elect to take a par icular job. We
are dealing with persons who are ordered to take a job or have their welfare
benefits reduced.

We urge the Committee and the Senate to mandate that those welfare reclp-
ients who are directed to take a job or suffer a loss of benefits be pai&,the
prevailing, wage or the local or Federal minimum wage, whichever is highest.
We also urge that the other protections in the original H.R. 16811, as reported
in 1970 by the House Ways and Means Committee, be included in the final legis.
lation. .... .. A

Years of experience under unemployment insurance laws have taught: us
the necessity for protective legislation in referrals of Jobs for the unemployed.
Such minimum standards are clearly written in the unemployment insurance
sections of the Social Security Act. We urge their retention In the PAP; program.

In addition, a welfare recipient should have the opportunity to be heard if
he refuses an assignment and can show good cause for his refusal.

FEDnAL ADMINISTRATION

Welfare today is administered by 1,150 separate administratle units in 54
different Jurisdictions. Their inability to cope with the problems is in part the
explanation for our "welfare mess." Only the Federal government Is equipped
to identify and administer the payments to such an immense number of persons.

-Specifically, HR. I makes no provision for childless couples and single persons.
Many of these people are in poverty. To leave the states and local governments
half. In and half out-of welfare administration and financing continues the frag-
mentation of welfare programs and requires on the part of the state and local
governments duplicate facilities. Therefore, we urge that the Congress authorize
Federal administration of the Family Assistance Program and childless couples
and single persons. F P-LIC ZRIGHTS Or PUBLIC ZMPLOTE86

However, the 1,150 separate administrative units which now administer, the
welfare programs are the employers of thousands of employees, Many have
served in their present jobs for years. At the time the Federal government takes
over the administrative functions of determining eligibility and lnanclngo, those
presently performing these functions could face unemployment. Although soime
employees may be absorbed In other departments of their respectiveqocal apd
state governments, many will not. We urge maximum protection for thetr rights
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as public employees as provided in the Ribicoff amendments. The final bill must
provide protection for their present job rights and with assurance against any
diminution of their conditions of employment when the federal government
assumes welfare administration.

Three programs with a very substantial impact on any welfare program are
child care, manpower training and public service employment.

CHUD CAREI

Recently, the Congress passed as part of its extension of the OEO program,
a comprehensive child development program which, to our regret, President
Nixon vetoed.

H.R. .1 includes $750 million for child care service and the construction of
child care facilities.

At the time Senator Ribicoff prepared his amendments relating to child
care, the jurisdictionally responsible committees of both the Senate and House
had under consideration child care development legislation.

The provisions of H.R. 1 and the Ribicoff amendments were not in basic con-
flict with thee legislation later passed by the Congress. The AFL-CIO urges
the Congres to re-enact legislation establishing a comprehensive child develop-
ment program.

We urge that welfare reform legislation be drafted so that its child care pro-
visions can be "folded into" such a comprehensive program.

The AFL-CIO is convinced that day care must not be provided in two classi-
fications-custodial care for the children of welfare recipients and comprehen-
sive care for others. Instead, we support legislation providing free services for
low-income families ald a fixed fee schedule for other families based on ability
to pay. Such a proposal was approved last yeariby HVW Secretary Richardson.

In addition to a fee schedule permitting low and middle income families to
participate in this program, we also support the setting of strong federal
standards guaranteeing more than simple custodial care for the children of
working mothers.

We ,would remind the committee that the Senate is on record-three times
last, year-in favor of the comprehensive child development approach. The
Senate voted against recommiting the child care title of the OZO bill to come
mittee; it voted overwhelmingly for the OEO bill, including child care; :and-
by a constitutional-majority-it voted to override the President's unfortunate
veto.

The AFL-CIO strongly urges the committee to reflect these prior votes by
approving child care provisions which place first priority on the well-being of the,
child rather than the need to "free" the mother for work or training.

PU1LIO SERVICE EMPLOYMENT

H.R. I provides for approximately 200,000 public service jobs at a cost of $800million.
,Senator Ribicoff pointed out in his statement before the Senate, July 22, 19M1,

that it is estimated that 4.8 million people could -be put to work in the public sector
at the state pnd local levels in meaningful and fulfilling Jobs if money Were
available. The RMbiEoff amendments would expand public service employment
to 800,000 at an estimated cost of $1.2 billion. We urge the Committee and the

"Comress to accept as a minimum the Ribicoff proposal to expand public serviceemployment. ,
S...JOB TRATNINOG

H.R. 1 authorizes $540 million for improved job training programs. The Riblcoff
amendments authorize $1 billion. *.

Job trainingw'ithout job availability is self-defeating.
The total number trained is meaningless unless it is related to placement in

jObs for which the trainee has been trained. With regard to the welfare recipient,
"training should be limited to potential job availability.

,We urge your support of the priorities for employment and training in the Ribi-
eoff'Bennett amendments of a year ago.

'In eonelusion,we urge the Committee and the Senate to eliminao the provision
permitting a state residency requirement (a requirement which only a week ago
t 'U.S. Supreme Court unanimously reaffirmed As unconstitutional), We also



1820

urge the Commlittqe, adopt the provisions in the .Ribicoffamendments which es-
tablish importAt and just safeguards for the individual rights of recipients
which are not included in Hia. 1.

OUTLINE OF AFL-CIO RECOMMENDATIONS AS SUBMITTED IN STATEMENT BY ANDREW
J. BIEMILLER, DIRECTOR, LEGISLATIVE DEPARTMENT, AFL-CIO ON SocIAl
SECURITY AMENDMENT (H.R. 1) BEFORE THE SENATE FINANCE COMMITTEE

January 81, 1972

I. BENEFIT IMPROVEMENTS

A. Oppose House bill benefit increase of 5 percent as totally inadequate. Urge
a 15 percent increase effective -January 1, 1972, followed by a, minimum 10 per-
cent increase next year.

B. Support House bill provision which would automatically adjust benefits
annually if there were a 3 percent increase in the cost of living over the previous
year.

C. A minimum benefit increase to $100 a month.
D. Support the special minimum which provides $5 per month benefit for

every year of coverage up to a maximum of 80 years ($150). Also urge auto-
matic cost of living adjustment apply to special minimum benefit.

E. Support the House provision that would allow widows and dependent widow-
ers 65 and older to receive 100 percent of their deceased spouse's retirement
benefits, instead of the present 82 percent maximum at age 62. Those who retire
prior to age 65 but after age 62 would receive proportionate increases.

F. Support the House bill provision changing the method of computing bene-
fits for men, basing the computation on working years up to age 62 instead of 65,
the same as it is for women. However, we urge that it be fully effective for Janu-
ary 1972 and that it apply also to those presently on the rolls.

II. IREMENT TEST

A. Do not oppose House provision raising the exempt amount of earnings'from
$1680 to $2,000, but do believe it preferable to put some limit on the $1 for $2
exemption. Suggest that for earnings between $2,000 and $3,000, $1 be withheld
for each $2 of earnings but recommend for earnings above $3,000, $2 be
withheld for each $3 of earnings.

Ill. DELAYED RETIREMENT CREDIT

A. Support the House bill provision which would provide increased benefits for
persons retiring after age 65 (1/12 of 1 percent each month).

IV. BENEFITS BASED ON COMBINED EARNINGS FOB A COUPLE

A. Support the House bill provision for optional computation of benefits based
on combined earnings of a working couple with a 20 year record of covered
earnings after marriage,

V. OTHER S09CIAL SECURITY PROPOSALS RECOMMENDED BY ADMINISTRATION

A. Support House bill provision to eliminate the actuarial reduction that takes
place in the alternative wife's benefits when a woman applies for those benefits
at a later date first receiving actuarially reduced benefits on her own account
prior to age 65.B. Support provision making disability benefits payable to an adult son or
daughter (if the insured parent dies, becomes disabled or retires) who becomes
totally disabled before he reaches 22, rather than 18 as under present law.

4.Support provision making the eligibility requirements for both the retire-
ment and disability programs the eame for blind persons.

I. Support the provision allowing combined payments from workmen's ,com-
pensation and the social security disability program to equal 80 percent of
highest annual wage during the 5 years preceding disablement.

E. Support provision which would provide wage credits for members of the
armed forces for the period from 1967 to 1967 and would eliminate proof of
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support requirements for divorced wives, divorced widows and surviving di.
vorced mothers in order to receive benefits when marriage lasted 20 years.

VI. DISABILITY AND RETIREMENT

A. Support House bill provision reducing waiting period for benefits for dis-
ability applicants from 6 to 5 months.

B. At the very least, reduce the amount of the actuarial reduction for early
retirement.

0. Provide an Qccupational definition of disability.

VI. ADDITIONAL DROP-OUT YEARS

A. Do not oppose House bill provision permitting in addition to drop-out
years in present law, an additional drop-out year for each 15 years of coverage,
but do believe a more effective approach would be to base benefits on a high 5
out of 10 years as is done in pnany private pension plans.

VIII. USE OF DISABILITY TRUST FUND FOR REHABILITATION

A. Increase the trust fund monies that can be used to rehabilitate disabled
beneficiaries from 1 percent to 2 percent of the previous year's disability benefits.

IX. MEDICARE

A. Immediate enactment of a prescription drug program.
- B. Strongly support House bill provision including the disabled under Medi-
care. However, urge elimination or major reduction in the two year waiting
period.

C. Medicare should be expanded to cover early retirees-those eligible for social
security benefits but not now eligible for Medicare.

D. Combine Part A and Part B into a single program, eliminate the premium
for Part B and make a general revenue contribution to the trust fund equivalent
to one-half the cost of the combined program.

E. Oppose House bill provisions increasing the annual deductible for supple-
mentary medical, insurance (Part B) from $50 to $60.

F. Strongly oppose the cutback from 60 to 80 days in the period when coinsur-
ance is not imposed for hospital inpatient care.

G. Support the increase in the lifetime reserve for hospital inpatient care,
but do not consider it as a tradeoff for the undesirable coinsurance cutback.

H. Eliminate the requirement for payment or replacement of the first three
pints of blood.

X. HEALTH MAINTENANCE ORGANIZATIONS

A. Strongly support House bill provision allowing Medicare beneficiaries the
option of receiving their health services through Health Maintenance Organi-
zations.

B. Support Sec. 226 of House bill which provides for capitation payments
covering both inpatient and outpatient (Parts A and B of Medicare) services.
However, the House provision should be strengthened to encourage use of this
provision and thereby maximize potential cost reductions and improve quality
for beneficiaries of the Medicare program.

C. Urge modifying the provisions of the House bill to allow newly established
HMO's to be reimbursed on the basis of a 100 percent formula with a gradual
reduction in this percentage for 5 years at which time the'95 percent formula
would apply.

D. Urge substitution Of the word "evidence" or "substantial evidence" in place
of the term "proof" in order to insure that newly established but responsible
HMO's will be able to enroll Medicare beneficiaries as they begin operation.

E. Urge substitution in Subsection (B) (6) to read that an HMO should assure'
"that members are received appropriately" in place of the phrase "promptly and
appropriately" since "appropriate" service for an acutely-ill person is "prompt"
service.

F. HMO's should be required to maintain quality standards, but quality stand-
ards should be applied across-the-board to both HMO's and to the fee-for-service
system as well.
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Ir. FINANCING

A. Support the proposed increase in the contribution and benefit base to $10,200
as a step in the right direction but urge additional increases to $15,000 and an
automatic adjustment thereafter.

B. Gradual increase in the now limited general revenue contribution until
it covers one-third of the total cost of the program in order to makb essential
major reforms without placing an unfair burden on low and moderate wage
workers.

XII CATASTROPHIC HEALTH INSURANCE

A. Opposed to the enactment of any form of catastrophic Insurance since It
Is basically a rich man's program and would provide almost no benefit for working
people and for the poor.

B. Opposed to S. 1876 as this bill does not attack any of the basic causes of
the medical care crisis.

XIII. MEDICAID

A. Urge rejection of House bill provision that would remove the requirement
in present law that States must have comprehensive Medicaid programs by 1977.

B; Urge rejection of the House bill provision that would modify the require.
ment for uniform Federal matching percentage for all health services covered
under the State plan-resulting in a reduction in Federal matching funds for

long-term Institutional care.
0. Support House bill provision 'that reduction will not take place In skilled

nursing home care if there Is In the State an effective program of control over
utilization of such care. This is a step in the right direction but similar approaches
should be applied to other forms of Institutional care as well.

D. Strongly oppose House bill provision allowing States to impose a premium
fee on Medicaid recipients according to their income and deductibles and co-
insurance without limitation after July 1, 1972.

E. Urge elimination of House bill provision reducing the scope of medical
benefits available under Medicaid.

F. Urge elimination of the House bill provision under which the State would
not be required to make Medicaid available to persons newly eligible under the
Income Maintenance Sections of the bill.

G. Support Federal administration and financing of Medicaid as an essential
part of the federalization of the Public Welfare System. Must be accompanied
by a requirement that States supplement the basic Federal program at least at
their current level.

Xv. PROVISIONS RELATED TO ELIGIBILITY AND PAYMENT FOR BENEFITS

1. Hospital Insurance Benefits for Uninsured Individuals,
A. Support House provision allowing persons age 65 and over to enroll

on a voluntary basis for Part A (hospital care) of Medicare under the same
conditions by which Individuals can enroll under the Part B (physician serv-
ices) of Medicare.

2. Automatic Enrollment for 'Supplementary Medical Insurance.
A. Pending merger of Part A and Part B into a single program, support

automatic enrollment of beneficiaries when they first become eligible
S. Incentives for States to Emphasize Comprehensive Health Car'.

A. Support the House provision which increases by 25 percent (up to' a
maximum of 05 percent) federal matching funds for Medicaid programs
when a state is under contract with a health maintenance organization or
other comprehensive health care organization.

XV. PROVISIONS RELATE) TO IMPROVEMENTS IN OPERATING EFFECTIVENESS,

1. Limitation on Federal Participation.
A. Do not oppose House provision that would disallow capital costs

such as depreciation and Interest made for capital expenditures In, excess
of $100,000 which were specifically disapproved by state and local, h4lth
planning bodies as long as provision requiring final approval by the see-
retary of HEW on recommendation of a National Advisory Qoui 1 IAs
retained.
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2. Prospective Reimbursement-.Experiments and Demonstration.
A. Strongly support the requirement that HEW be required to develop

experiments anl demonstration projects designed to test various methods
of making payment to providers of services on a prospective basis.

B. Support provision authorizing Secretary of HEW to conduct ex.
periments with area-wide and community-wide peer review and medical
review mechanisms.

8. Limitations on Prevailing Charge Levels.
A. Support House proposal that reasonable physician fees will be de.

fined as those which do not exceed the 75th percentile of actual charges
in a given area. In order to insure that the savings realized by this pro.
vision will not be at the expense of poverty-stricken older people, we urge
a requirement that doctors use the assignment method.

4, Limitations on Coverage of Costs under Medicare.
A. Urge adoption of House provision that would give the Secretary of

HEW authority to establish limits on providers' costs to be recognized as
reasonable based on comparisons of the cost of covered services by various
classes of providers in the same geographical area.

5. Advance Approval of Extended Oare Facility and Home Health Services.
A. Support House bill provision which would authorize periods of time

for which a patient is presumed eligible for extended care facilities or
home health services on certification by the patient's physician.

6. Abuses of Medicare Program.
A. Strongly support House bill giving HEW authority to terminate

or suspend payment for future services rendered by a provider found to
be guilty of abusing the program.

7. Penalties for Fraudulent Acts and False Reporting under Medicare and
Medicaid.

A. Support the House provision broadening the penalty provision relat-
ing to the making of a false statement or misrepresentation of a material
fact in any application for Medicare payments.

XVI. MISCMLANEOUS AND TECHNICAL PROVISIONS

1. Physical Therapy Services
A. Oppose House provision extending Medicare coverage to include serv-

ices furnished by a licensed physical therapist In his office until there is
greater certainty that quality standards will be maintained.

2. Requirement of Minimum Amount of Hearing.
A. Oppose House proposal requiring a minimum amount of $100 be at Issue

before a beneficiary will be granted a hearing by the intermediary.
3. Social Services Requirement in Extended Care Facilities.

A. Oppose the House bill provision which would remove the requirement
that an extended care facility must provide Social Services In order to
participate in the Medicare extended care program.

XVII. WAIVERS OF NURSING REQUIREMENTS UNDER MEDICAID FOR SKILLED NURSING
HOMES IN RURAL AREAS

A. Strongly urge House bill provision which would waive the requirement
that skilled nursing homes under Medicaid have at least one full-time nurse on
thl star when the nursing home Is located In a rural area be deleted from thebill.,

XVIII STUDY OF CHIROPRACTIO COVERAGE

A. Do not oppose House provision for objective study of Medicare coverage
of chiropractic services, but deem it essential that any such study include within
its scope evaluation of the scientific validity of chiropractic theory.

XIX. ADDITIONAL AFL-VIO RECOMMENDATIONS ON COT CONTROLS

A. Relationships between parties that pay for health care on behalf of the
pubc on the one band Rnd the providers of care on the other, should whenever
possible, be contractual. Where there ts no contract, fee schedules should be
tad ififtoad of the usual and customary fe.

12-573 0 - 2 -pt.4 -14
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B. Hospitals should be required as, a condition for participation in the pro.
grams to employ a full-time medical director and various department heads and
all hospital-based physicians should be paid by the hospital in order to give
hospital administrators greater control bf the hospital's budget.
C. All hospitals as a condition of participation in the programs should be re-

quired to establish a formulary of prescription -drugs and to purchase drugs
for this formulary by generic name on a competitive basis.

D. The Federal government should expand present health professions educa-
tion programs to provide more scholarships, additional funds for student loans,
and to encourage more effective u,,. of auxiliary personnel as a means of in.
creasing the productivity of physicians. Recent health manpower legislation was
a major step forward, but falls far short of what could and should be done in
these areas.

XX. ASSISTANCE FOR THE AGED, BLIND AND DISABLED

A. Support House bill provision which would create a new single national
program to provide cash assistance to the needy aged, blind and disabled as a
step in the right direction, however, urge immediate Federal minimums at no
lower than the poverty level and kept up-to.date in accordance with increase in
living costs.

XI. FAMILY ASSISTANCE PROGRAM

A. Support the major thrust of the President's program. However, urge major
improvements to it.

XI. RIBICOFF FAMILY ASSISTANCE PROGRAM

A. Urge the Committee and the Senate to Support the Amendments of Senator
Ribicoff-Amendment No. 559.

XIII. ELIGIBILITY

A. Urge-in determining eligibility that the Committee and the Senate adopt
the provisions of H.R. 16811 which also passed the House of Representatives.

XrV. MINIMUM WAGE

A. Urge Committee and the Senate to mandate that those welfare recipients
who are directed to take a Job or suffer a loss of benefits be paid the prevailing
wage or the local or federal minimum wage, whichever is highest.

XV. FEDERAL ADMINISTRATION

A. Urge that Congress authorize federal administration of family assistance
program and programs for childless couples and single persons.

XVr. RIGHTS OF PUBLIC EMPLOYEES

A. Urge maximum protection for the rights of public employees as provided
in the Ribicoff amendments.

XVIII. CHILD CARE

A. Urge Congress to re-enact legislation establishing a comprehensive child
development program.

*B. Urge Committee to approve child care provisions which place first priority
on the well-being of the child rather than the need to "free" the mother for work
or training.

XIX. JOB TRAINING

A. Urge support of the priorities for employment and training in the Riblcoff.
Bennett amendments of a year ago.

XX. RESIDENCY REQUIREMENT

A. Urge the Committee and the Senate to eliminate State residency require-
ments (a requirement which only a week ago the U.S. Supreme Court unani-
mously reaffirmed as unconstitutional)
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XXI. INDIVIDUAL RIGHTS

A. Urge the Committee to adopt the provisions of the Ribicoff Amendments
which establish important and just safeguards for the individual's rights.

AMERICAN FEDERATION OF LABOR AND CONGRESS
OF INDUSTRIAL ORGANIZATIONS,

- .Washington, D.C.
Hon. Russt, B. LONG,
Chairman, Senate Committee on Finance,
U.S. Senate, Washington, D.C.

DEAR MR. CHAIRMAN: Enclosed is a copy of the statement on "Social Security
and Welfare" unanimously adopted by the AFL-CIO Executive Council, Febru-
ary 17, 1972.

We urge the Congress to enact H.R. 1 with the changes we have recommended.
We believe if our recommendations were to become law they would move our
nation a long way down the road toward eliminating the persistence of poverty.

Sincerely yours,
ANDREW J. BIEMILLER,

Director, Department of Legislation.
Enclosure.

STATEMENT BY THE AFL-CIO EXECUTIVE COUNCIL ON SOCIAL SECURITY AND
WELFARE, BAL HARBOUR, FLA., FEBRUARY 17, 1972

The Senate Finance Committee now has under consideration a bill, H.R. 1,
which could be the most momentous social security and welfare legislation since
the New Deal social legislation in the 1930's. We urge the Congress to grasp this
opportunity by promptly enacting H.R. 1 with the changes the AFL-CIO is
recommending. This bill, if sufficiently improved, could move the nation a long
way down the road toward resolution of the nation's most serious social problem,
the persistence of poverty.

SOCIAL SECUnRITY AND MEDICARE

The Social Security System is a tremendously successful program which has
been a major force in improving the quality of lir.e in America. Social Security
lias provided regular income and medical care as a matter of right to millions of
the nation's most economically vulnerable. But it has yet to fulfill its potential
for providing economic security with dignity for the victims of death, disability
and old age.

Poverty is more prevalent among the old than in any other age group. And for
the majority of the aged who barely manage to stay above the poverty line,
destitution is an ever-present threat. The current average benefit for an individual
is $128 a month-$1,536 a year and for a couple $221 a month-$2,652 a year.
Current government poverty standards are $1,900 a year for an individual and
$2,400 a year for a couple.

The AFL-CIO urges the Senate Finance Committee and the Congress to
strengthen H.R. 1 to insure adequate income and health care to millions of
Americans who rely on social security. Among the improvements needed the most
Important are:

1. A 15 percent Increase effective January 1, 1972, followed by a minimum 10
percent increase next, year instead of the woefully- indaequate 5 percent in H.R. 1.

2. An occupational definition of disability for older workers, so that disabled
workers unable to work at their usual occupation would be entitled to disability
benefits. \ ,

8. An increase in the number of drop-out years in the benefit formula over that
provided in H.R. 1 as a first step toward a formula based on the high 5 or 10
years of earnings.

4. An increase in the.minimum benefit to at least $100 a month. In addition,
we support the provision in H.R. I for a special minimum benefit for beneficiaries
with long-term employment at low wages which will guarantee such workers a
minimum benefit of $150 a month for 80 years of covered work.

5. To raise the wage base in steps to $15,000 to provide additional revenue for
Improvements and to keep benefit levels more closely in line with rising earnings.
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6. To gradually increase general revenue contributions to the Social Security
Trtst Funds to an eventual one third of the program cost.

7, To cover the disabled by Medicare but eliminate or drastically redUce the
two-year waiting period for eligibility in H.R. 1.

8. To include prescription drugs under Medicare.
9. To eliminate the monthly premium beneficiaries must pay for Part B (physi-

cian services) of Medicare but without adding to payroll taxes.
The Administration has recently recommended combining Part A (hospital

care) and Part B. (physician services) of Medicare into a single program and
elimination of the monthly premium the elderly must now pay, soon to be $5.80.
This is what the AFL-CIO has advocated since 1965. But the Administration
proposal would eliminate the general revenue contribution which pays for onhe-
half the cost of the Part B program and would place the cost totally on the pay-
roll tax. The AFL-CIO rejects this proposal and urges that at least half of the
cost of the combined program be paid for by general revenue. This would make
unnecessary any increase in payroll taxes to cover this cost. I

We. also urge reject of another Administration-inspired proposal, now, in
H.R. 1 In modified form, to increase the period when coinsurance must b paid
for inpatient hospital care. This would be an unconscionable additional financial
burden on the elderly who need long duration hospital care.

We condemn the regressive changes in the Medicaid program in H.R. 1 which
would deprive millions of the poor and the medically indigent of needed medical
care. The only fully satisfactory solution to the health problems of the poor as
well as for the general population is adoption of a National Health Security
System. But until Health Security is in effect, every effort should be made in
Medicaid to move toward the goal of comprehensive health care for the needy
and medically needy.

WELFARE REFORM

The Ninth Convention of the AFL-CIO unanimously reiterated support for
enactment of genuine welfare reform with federal financing and administration
and support of the thrust of President Nixon's Family Assistance Payment
Program.

The Convention called for a Federal minimum basic family assistance payment
of $3,000 for a family of four with automatic increases to no less than the $qctal
Security Administration's poverty level within a few years. The Conveition
insisted that no payments should be reduced below current levels; no welfare
recipient should be referred to a job paying less than the applicable 'mIntinum
wage; no mother should be referred to work in the absence of adequr e child
care for the children; and the job rights and employment conditions u S.tte
and local employees who presently administer welfare must be protected 'when
the federal government takes over the program. rilij .

The House of Representatives has *again passed its version of welfare :reform
(Title IV of H.R. 1). During its consideration in the House, we advise al
members to pass the bill intact in order that the Senate would have #r opP P
tunity to improve upon the very substantial inadequacies of its provsio6iis

The Finance Committee of the Senate has completed its hearing 4,ill
begin its markup of H.R. 1 in a few days. ,

Senator Ribicoff and 21 co-sponsors have introduced Amendment No.559 'to
H.R. 1. This omnibus amendment includes the changes called for by thq[ I
Convention of the AFL-CIO as a first step toward genuine reform 9 ,le
welfare system.

We urge the Congress and the Administration to support the RibiU,6A4f 64end-
ment-Amendment No. 559. ' ; i i

Two and one-half years have passed since President Nixon, in a ngtipn ide
telecast, called for welfare reform. The welfare mess has grown, wqrsf,;; 0
better. High, long-term unemployment has aggravated this situation.

The Ways and Means Committee has held hearings; the House of Represehftf-
tives has twice debated and acted upon the issue; the Finance Committee has
twice held in-depth hearings on the Family Assistance Payment ProgW; ,the
Senate has debated the issue but because the debate came in the closli,1Ip
of the 91st Congress, no action was taken In the Senate.

We believe the time for debate Is over. We believe the time for action has ine-

The CHIRM AN. Next we will hear from Mr. Roy Green, dir"etr of
the welfare department, California Chamber of Commerce.
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'STATEMENT OF ROY A. GREEX, Il*, DIR2EOTO, WELFARE
DEPARTMENT* CALUFORNIA CHAMBER OF OOMMERCE

Mr. Gu z. Mr. Chairman and members of the committee my name
is Roy A. Green, Jr., and I am representing the California Chamber of
Commerce here today and in that capacity I am director of the welfare
department of the California chamber.

We oppose H.R. 1 in its-present form as a solution to the welfare
problems.

Senator TALMADOE. Mr. Green will you speak a little louder; we
can't hear you.

Mr. GFpiu~. I am sorry.
We oppose H.R. 1 in its present form as a solution to the welfare

problems. We generally concur fith the statement of Mr. Wolfbein,
representing the U.S. chamber, before this committee in-his presenta-
tion of last Thursday; therefore, my remarks will be limited to just
thie aspects concerning H.R. 1; that is, a cost impact projection, con-
trol of administration and a few remarks on pilot testing.

Then I would like to present brie remarks on the existing welfare
system as it relates in California to the two points I would like to cover,
reform measures that were adopted in 1971, and employment and job
creation as it relates to welfare.

We attached a cost impact study that was prepared by the California
chamber and I must apologize to the committee for the form that it
is in.* It went to printing just 10, 12 days ago and we were unable
to get it in finished form. However, this is the final copy; it has been
reviewed and this is the form in which it will appear when it is in book

The impact study was based on the Social Security Act as it would be
amended -by title III, IV, and V of H.R. 1. The study compares the
costs -of welfare for the Federal, State and county government pro-
jetted'to fiscal 1972-73, under current law in California versus the same
costs under H.R. 1 using two basic assumptions: First, Federal assump-
tion of the State supplemental payments with the hold-harmless clause
in effect, and, secondly, the State administration of its own. supple-
mental payment program with the hold-harmless clause not in effect.

* I @oid respectfully refer the committee for just a moment to page2 of the cost-impact study. The upper portion is the complete summary
of the impact study. The rest of the study from approximately the
middle of the second page down deals with methodology.

SSenator RmIIoF. V at page did you say.?
Mr, GnEbi. The second page, Senator. No; including the flyleaf,

just the second page, where up at the top it says, "Impact of H.R. 1.,,
WfIy6u go halfway down on that second page, I will remind, you

again that the rest of the study, where it says -"Introduction of the
S.uy," on through the entire remaining portion of the study, deals
withmethodology in the study.

I have just several remarks concerning this study: It is a very com-
proehensive study. It was conducted by the chamber by our research
analyst, Mrs. Jackie Martins. W. e had to rely to-some extent on the

.*See p. 188.



1828

State Social Welfare Department's figures which were provided from
the computer input concerning such things as caseload extension,
average costs and what have you.

Otherwise, the study was completely under the control of the
chamber.

The results, if you will look at the two tables in the Upper portion-
the second table deals with H.R. 1 under Federal administration
compared with current law; and in the last column you will notice it
says the impact of H.R. 1 over current law. The results if H.R. 1 were
to go into effect over the current system in California we found that
the total impact over our existing welfare system, including Federal
State, and county, would be an additional $532 million; the Federal
portion $441 million; the non-Federal, which is State and county, $91
million, and so on.

Senator CURTIs. May I ask a question right there?
Mr. GxEpN. Yes, Senator.
Senator CURTIS. Now, even if the provision remained in the bill,

the hold-harmless provision, were we to enact H.R. 1 as it passed the
House, it would increase the expenditures for the State of California
by how much?

Mr. GPEN. Approximately $91 million.
Senator CuRrs. If you administered it yourself, you would increase

it by how much?
Mr. GREEN. You would have to go to the table just above. The State

or non-Federal cost would be approximately a $255 million increase.
Senator CURTIs. Is the difference jhst the cost of administration?
Mr. GRFEN. No, sir; the difference lies in special needs which are not

provided under the Federal administration of social services. They
appear all throughout; there are increases in the adult programs as
well as the family programs.

And, finally, I would call your attention to chart 3 which is the
fourth page, I believe. Chart 3 is a complete breakdown -by category,
if the committee is interested to that extent.

'Senator CuRIs. Now, one more question before we leave these first
two charts. Total welfare costs under current law in California now
are approximately $2.5 billion; State and Federal?

Mr. GPREN. The total cost under the current law, yes, is $2 billion
584 million.

Senator CRTrs. To put in effect H.R. 1 with the guaranteed mini-
mum income would only raise the total cost $524 million?

Mr. GRmEN. Over the current system, sir, of welfare, yes; that' is
correct.

Senator Curls. That is all at this point.
Mr. GREEz. I would like to call one other figure to the committee's

attention, Mr. Chairman.
'The Department of Health, Education, and Welfare reported last

year to the House Ways and Means Committee that there would be a
savings of approximately $234.9 million at the State level.

Senator Cuirs. In California? I
Mr. GRzE. Yes, sir. We think this is significant because then the

net difference between. the figure reported by HEW and the figure in
the cost-impact study here of an additional cost of $91 million makes a
difference of $826 million in the two figures.
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Unless there are further questions on this study, I don't plan to
dwell on it.

Senator Cuirris. One more question: What do you have to say to
the commitee in support of your estimate of $91 million additional
costs as compared to the Department's claim of more than $200 million
savings?

Mr. GREEN. Senator Curtis, in looking into this, this study is current
to November 1971, just several months ago. I believe HEW's figures
go back even to the late 1960's for their base information that was
published and it is probably-and this is an opinion-was not dated
and the trends that were established iA California through 1969 and
through 1970 and finally into March of 1971 probably are not re-
fiecte in the HEW figures. That is the 'best opinion I can give, sir.

Mr. Chairman, we think the impact study is strong evidence that
the H.R. 1 tax will cost the taxpayer more money. T6 our knowledge
we are not aware of any cost-impact studies, as comprehensive as the
one that has been presented here, in other States. We think that other
States would do well to prepare cost-impact studies.

H.R. 1, as can be seen from this cost-impact study, is certainly not
an incentive for the States to administer the welfare system; in fact, it
is a disincentive and it is certainly not an incentive for the States to
do a better job on the welfare system if H.R. 1 were to be enacted.

We think this is a mistake. We think Federal legislation should
provide for control at the State level, at the very least should provide
an option to those States that had maintained 'high standards and
are meeting their obligations under the present system.

Also, we think it 'should provide an option further based on the
fact that many States are going to be experimenting in the welfare
system today to also find many answers to the many problems existing
under the present system.

We think one of the very fundamental strengths of a sound welfare
program is community involvement and we don't believe you can
attain a high degree of community involvement under H.R. 1 under
Federal administration.

We think community involvement, as evidenced under the present
system in California, is affected by a degree of financial and admin-

-istrative responsibility.
I would like to touch on that for just a moment. Last year in Cali-

fornia when we had welfare reform legislation pending before the
California Legislature, the 10 large counties were opposed to the wet-.
fare reform in favor of a total State takeover or a Federal takeover.

In listening to the testimony of representatives of the counties and
in talking to them directly, I found this: They were not opposed to
the content of the welfare reform package at all and they favored H.R.1 only as a fiscal relief from the heavy property taxes tha are evident
throughout California at the county level.

We don't think that this is a very good support base for such a
measure as H.R. 1.

I was very interested in Senator Ribicoff's remarks concerning pilot
testing. We generally concur with the concept that there should be
much. more pilot testing before such a major step is taken as the im.
plementation of, say, H.R. 1.
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We do not think there has been adequate testing conducted at any
level and we would favor widespread testing such as workfare, wage
supplement, guaranteed income, variations of work requirementA; 'and
we think that the various States that have been innovating and ex-
perimenting within the purview of the present welfare system should
be encouraged to continue to do so and report their findings to this
committee as well as to the House Ways and Means Committee. , -

That brings me to a point that I would like to relate to you just
briefly of what has been happening in California. I referred to :t.he
Welfare Reform Act of 1971. This was an administration-sponsored
program. It was introduced into the California Legislature, signed by
Governor Reagan in August and became law October 1, 1971. This
act, together with regulatory changes, has, we think achieved a;
measiire of success in reversing a trend of higher caseloads and higher
costs in welfare.

In California we have experienced a net decrease to the end f the
year from March, a period of 9 months, a net decrease in the caseloads
of approximately 176,000 individuals at an approximate saving Over
what would have been spent had those individuals stayed in the systeitn
of some $120 million.

Last year when the-
Senator Curis. How much of that $120 million was a Federal sav-

ing and how much State '
Mr. GrmZEN. That would be approximately half, Senator Curtis.;
The legislation pending before the California Legislature--I men-

tioned to you that this did not have the support of the 10 largest
counties; in fact, most of the counties in the State, for the reason .1
stated, not so much because.they were opposed to the content: within
the package, and I might.add, the content within the package caine
from the County Supervisors Association document called, "Tirile
for a Change," and the counties were very proud of this; bUtahmy
were very much opposed to the fiscal implications of the existing sys-
tem as it was presented in the legislation last summer-and in o tll.
fornia the counties share a portion of the costs.

I would Elke to close with just a few brief remarks concerning in-
ployment and work-related programs.

We feel that the long-range solution to welfare will be attained by
new, innovative job-creation and manpower-development progtfts
and not simply by trying to treat the . existing welfare system'with
additional legislation; that, of itself, will not gt people off welfaree.

We further feel that -there should be an, absolute work requirehV0eiit
for the employables who are on welfare, without equivocktibii.'([n
Califoriiia, with our increased interest at the chamber of comm&er6
level-I might add, our department is only 1 year old-we are unider--
taking a task-force-study approach to the job-creation and manPoWer-
development problems.
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We feel this should be met head on, so we are engaging in a massive

effort of the top business and industry leaders as will as in Govern-
ment in'this task force, to examine all aspects of this problem, includ-
ing barriers to employment. Te realize this problem crosses into many
areas such as minimum wage and unemployment insurance and
others--other areas, but we feel that unless we look into this and--
meet some of these challenges head on we will never find an answer
to the problem of getting people off of welfare into meaningful j6bs.

We think this is a type of innovation and experimentation that
should go on at all levels, no holds barred. This problem has grown
to such immense proportions here in the United States today that we
must look at all alteratives and finally, we should test these alterna-
tives. If they look feasible, we should try them and see if they work.
. Thank you, Mr. Chairman.

The .CHAIRMAN. Well, I think that you have brought some interest-
ing information to us. You probably heard the colloquy with the
previous witnesses.

One thing that concerns me about this H.R. 1 proposal, is that it is
basically a guaranteed income for doing nothing. That is what this
Senator finds objectionable about it.

The cost is not a problem so far as this Senator is-concerned. If
it would be $4 billion to help the poor, in the most efficient way to help
poor people to benefit them and to encourage them to move upward
and improve their condition, I would be enthusiastically for it and I
will offer ways to spend a lot more than $4 billion that I could vote for.

But a guaranteed annual wage for not working, in my judgment,
could destroy any country that ever gets involved in it; and I pre-
dict if this country goes down that road this country will go down.

Now, did you hear the previous witnesses testify that where some-
one had a job available to him he would much prefer the person not
taking the job because the job does not pay the minimum wageV

Now, apply that to a poorly educated, unskilled person. If he had
available to him employment, not hard work, easy work, that would
make him $2,000 a year, to which we could add $2,000, perhaps, and
bring his income up to something that would lift his family out of
poverty-the approach of the AF-CIO is "No, siree 'They would
much prefer that he turn the job down and just remain unemployed
and we pay the whole $4,000, just double the cost on the backs of tax-
payers who have to work to support that family.

Now, do you think that if people can be paid twice as much for
doing nothing as they can earn you are going to get them to go to work?

Mr. GREEN. No, sir; Mr. Chairman. I would challenge thi gentle-'
man, who preceded me on two grounds: one, that we have not really
tried wage supplementation as an incentive anywhere in the United
States, to my knowledge and, second, I would challenge them to come
up with a solution better than that for this individual if he would
do nothing rather than put him on a job and supplement his wage.
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The CHAIRMAN. The point of it is from my point of view, ;f that
person was highly motivated he wou d not be poor to begin with; he
would have worked his-way out of it a long time ago.

Are you aware of the recent court decisions which were discussed
over the weekend in the press in this area where the Federal court
in Maryland has now decided that you must continue the benefits
even though a person is fired for cause, and also when the person is
out on strike? In other words, a person makes his dismissal necessary
and suppose he threatens to brutally beat his boss up. Now, can you
explain to me why we should have to support that person when he
is fired for cause, on the one hand, or is out on strike, on the other,
with a welfare program? That seems to make it ii strike subsidy
program.

Mr. GRuEN. It is difficult for me to understand this.
The CHAMMAN. That was not what we had in mind when we put that

program into effect.
Senator CURIs. Do you have any recommendations as to major

modifications in the House-passed bill relating to welfare for this
committee?

Mr. GrmtN. Yes; Senator Curtis. One, of course, the deletion of the
guaranteed annual income provision altogether; second, that any Fed-
eral legislation should provide for administration at the State level,.

Senator CuRTIs. In that connection-T has the Federal Government
been an aid to the States in welfare reform or a hindrance?

Mr. GRFEN. I would say to the greater extent a hindrance. We find it
difficult to innovate and experiment under the existing system unless
seemingly the conceptual innovation comes within the line of what
HEW thinks should be done. We have come up with several programs
in California-I should say the administration has-and Governor
Reagan applied in December for a work demonstration project and this
is still tiedup in HEW.

This was a program that would involve 58,000 recipients and 35
counties and would involve generally the type jobs that would not in-
terfere with the private sectors such as school guard crossing, other
work related to the schools, and the parks and recreation and so on;
and they had a bank set up of literally thousandT-of jobs to put these
people into, but as yet we do not have clearance in California to go
ahead with this demonstration project.

We think specific legislation, Senator Curtis, should encourage addi-
tional flexibility and innovating in this present system, and I am speak-
ing perhaps as long as 2 years so that we can find out what works
and what does not work.

While we are on that, I am sure the committee is aware of the many
programs we have in effect. We tried to correlate all the existing pro-
grams that related to job training, education and job placement and
what have you; and we got over 00 of them in California from the
various departments.
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The Department of Labor last year alone spent $500,000 in Cali-
fornia over those programs, over 100 programs, and I could not sit
here and measure results for you. It is difficult for an individual to
giasp so many programs and, of course, though many of these programs
when originally invented were pointed toward the disadvantaged,
our minds have changed today. We still have disadvantaged but we
have many other problems in the-unemployment area and-these pro-
grams are not flexible enough to take care of these problems. We think
all of these programs should be cut down and made into a manageable
few.

I don't think this has been looked into in California,_but it is being
looked into along this line in California.

SenatQr CUrs. Thank you.
The CHAIRMAN. Any other questions? -
Senator CURTIS. I think I interrupted you. You were going to make

a further point.
Mr. GREEN. I think it was relative, Senator, to other recommenda-

tions and I think I adequately covered it in our recommendations.
Senator CUITIS. Nothing further.
The CHAIRMAN. Thank you very much, sir.
(Mr: Green's prepared statement, anda report referred to follows.

Hearing continues on p. 1867.)

CALIFORNIA CHAMBER OF0F MMERCE REPORT

STATEMENT OF ROY A. GREEN, JR., DIRECTOR, LFARE DEPARTMENT, ON BEHALF
OF THE CALIFORNIA CHAMBER OF COMM CE, JANUARY 81, 1972

SUMMARY

Coat of H.R. 1.-Welfare will cost more to Califo ia taxpayers under H.R. 1.
The attached cost impact study, prepared by the lifornia Chamber of Com-
merce, reflects a cost increase to California taxpay rs of approximately $91.2
million, the first full year under H.R. 1.

CaiUfornia Responds to tM6 Need for Welfare Re orm.-The new "California
Welfare Reform Act of 1971," which became law october 1, 1971, accomplished
some 84 changes in the law. The welfare rolls in alifornia have been reduced
by over 176,000 recipients during 8 consecutive months in 1971.

, Allow Time for Innovation at State Levels. Sufficient time has" not elapsed
since the beginning of public awareness of we are in 1969, to allow for the im-
plementation of new ideas by the various stat and time to measure and evalu-
ate new approaches to welfare reform at the s te level.

Emphasis on ResponsibiUitv at State and community Levels.-New legislation
at the federal level should reaffirm the stro g role and responsibility for welfare
at state and community levels.

Delete Guaranteed Annual Income Provi on.--Guaranteed annual income is a
negative income tax ad provides little no incentive to work.

Delegation of Administration to States.- ny federal legislation should provide
for control of welfare administration to the tates.

Welfare Versus EmPloyment.-The welf re system should be integrated into
a comprehensive manpower development a d Job creation program. This is under
consideration in California as a phase II in providing a more effective welfare'
system at a lesser cost to the taxpayer.



1834

The Welfare Tao Squeeze.-In California, most of the larger counties have dx-
pressed support for H.R. 1 more as a tax relief program than an indication' that
county administration is less effective than federal administration. Additteinti
fiscal relief at the federal level could solve this problem.

STATEMENT

Senator Long and members of the committee: Thank you for inviting testimony
from the California Chamber of Commerce.

A great deal has been said concerning what is wrong with the existing welfare
system and I am sure you have heard a great deal about the negative aspects of
H.R. 1, particularly the Guaranteed Annual Income provision. It is not my, inten
tion to cover, this same ground, but rather, to make constructive recommendations
at the federal level which will permit meaningful welfare reform atthe stateand
local levels.

It is suffice to say that welfare will cost more to the California taxpayer under
H.R. 1. We have attached to this statement a current study of the cost impact of
H.R. 1 on the State of California, prepared by the California Chamber of Com-
merce.. This study took approximately seven months to complete and is current
through November 1971. 1 _ , ,

The U.S. Department of Health, Education and Welfare reported in .1971to
the House Ways and Means Committee that California would save approximately
$284.9 million under H.R. 1, assuming the federal government would administer
the program. , .1.:1

The cost impact study shows H.R. 1 will result in a cost increase to California
of $91.2 million-a difference of $828.1 million. The total (federal, state,;nd
counties) cost impact of H.R. 1 on California with federal administration (of
the state supplement is a net increase of $532.3 million.

It is a privilege to report to this committee that the California Welfare
Reform Act of 1971, which became law on October 1, 1971, has been extremely
successful in reversing the trend of rising welfare cost and in decreasing; the
California welfare rolls. The new welfare act, together-with regulatory changes
implemented prior to October 1, 1971, has resulted in reduced rolls for eight
consecutive months during 1971-a reduction of over 176,000 individuals:at an
approximate saving over what would have been paid of approximately,. $120
million.

Should H.R. 1 be adopted, there would be no turning back. The die would be
cast. We think, this would be a tragedy. During the past 18 months there have
been more innovative ideas and experimentation implemented at the state level
-than during the entire 34 years preceeding 1970. For example, on Decewber,1T,
Governor Reagan announced a formal application filed with HEW Secret y
Richardson for approval of a demonstration project involving some 08,000
employable welfare eclpients in 85 counties. The project will involve-wor
ranging from school yard monitoring to the maintenance of recreation ant pao'k
facilities. The community work experience activities to be selected- will meet
only those genuine community needs which otherwise would go unmet io4ak

-of funds and manpower. This could be the first step in the developmei,,i&foa
work oriented uni-systems approach for employment in California., We, strongly
recommend that Congress defer final action on any welfare reformmur
for at least another year. This should allow sufficient time in whichA t ,4.1ew
and evaluate various programs instituted at the state level-to find;,outifbhat
works and what doesn't work. In this regard, we also feel that- any! federal
legislation should allow for the continuation of innovation and experimentation
of welfare programs at the state level. Only through this means can we take
advantage of the tremendous resources available within 50 states rather than
to capitulate to a single system which may not work.
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We urge your serious consideration for the reaffirmation and strengthening of
the community role and responsibility for welfare. We see a lessening of com-
munity responsibility for the welfare of our fellow man. Perhaps, this explains
much of what is wrong in America today.

I mentioned earlier that It was not my intention to dwell on the negative
aspects of H.R. 1. However, it would be remiss not to bring to your attention
that the California Chamber of Commerce is unalterably opposed to the con-

. cept ofa guaranteed annual income. This has the aspects of a negative income
tax and provides no incentive to work. We feel legislation at any level should
provide a, strong incentive to work. The California Chamber of Commerce
strongly supported the Talmadge Amendment to the Work Incentive Program
and..hopes that any future legislation will contain an absolute requirement
for work in order to qualify for welfare.

Any federal legislation should provide for control of welfare administration
by the states. I have touched on this several times and cannot overemphasize
the importance of this point. Should the United States Congress decide to the
contrary, the system would lose any semblance of flexibility. Innovation and
experimentation on the part of the states would be vastly reduced and respon-
sibility and interest at the local level would be badly eroded. We also think
that federal administration would increase the total cost of welfare as against
state: administration (see cost impact study--attached). -
,This brings me to the question of manpower development 'as It relates to

welfare., Welfare reform is not an answer to welfare problems. Reform merely
solves welfare abuses and inequities which have existed in the system for many
years. We feel that the solution to welfare lies in the, development of a more
sophisticated and realistic approach to manpower development and a practical,
innovative job creation program,

The State Human Relations Agency and the California Chamber of Com-
merce,~through its Statewide Welfare Committee, are undertaking a study to
develop, a more unified approach to employment. We plan to utilize all categories
of resources available throughout'California. The objective will be tW develop a
plan whichh emphasizes a "Job guarantee, (employment) rather than a "nnal
wage guarantee". The Secretary of Health, Education and Welfare said that
welhave 54 non-systems of welfare in the United States. Apparently, he was
ridt aware of the many states, including alifornia, that are striving tO reform
existing welfare programs; or perhaps, he refuses to acknowledge this,.fact
due to conceptual differences.

I would like to close with a few remarks concerning the tax structure of
Califor'nia as it relates to the existing welfare system, Last year when Governor

-Reagan's Welfare Reform program was under consideration in the California
legislature, I had occasion to obtain written: responses from approximately 85
b f the 58 countries' coneerning 'a position on pending -legislation. It was inter-
estinl 'to note that- not on*#,of, them took serious exception to' any of the
provitiOns contained In the proposed legislation, exeBpt where therewere financial
implibtions. As a result, many of these counties support for H.R. 1. The point
Is this! We found that in California, support for H.R. I at the county level was
;p~imbily based on the termendous tax burden (due to welfare) from high prop-
erty lxes rather than on welfare reform. I personally talked to many, of the
county welfare directors, including Los Angeles county, and was advised that
they eould do as good or a better job In administering any welfare system at the
,06tmt.* level. We suggest that fiscal relief at the federal level could possibly
eOlir fithancial problems, including welfare, at the gate and county levels.
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Impact of H.R. 1
Welfare Will Cost More to the Caflfornia Taxpayers Under Hi 1

The U.S. Department of Health, Education and Welfare reported in.1171
to the House Ways and Means Committee that California would save ap-
proximately $234.9 million under H.R. 1, assuming the federal govern "'nt
would administer the program (see Appendix IV).

This study shows H.R. I wiU result in a cost increase to California of.tIlk
million-a difference of $326.1 million. HEW did not, at the time of their "

report, have data available for the recent California Welfare ReforM, Pr-
gram. They utilized 1967 estimates and did not take into consideration thei
costs of special needs. The total (federal, state and counties) cost impact
of H.R. I on California with federal administration of the state supplement i
a net increase of $532.3 million.

If the state of California decides against the option of hold harmless (t
avert federal administration and, thus, control over the state suppleme=tal
payments), the increased cost of H.R. 1 to California over the existing wel-
fare program would be $255.5 million. The total cost impact would be $64.4"
million.

Below are the changes in cost that would result under H.R. 1. It is' ihi
portant to understand that, although under federal administration o tfie
state supplemental payments, the counties show a net savings, the combining
of state and county costs (the total non-federal costs) reflects an increase t6
the California taxpayer-not to mention the substantial increase as a federal
taxpayer as well.

H.R. 1 Under State Administration of Supplemental
Compared with Current Law

(In Millions)

Payments'

Welfare Costs Welfare Costs The Imod oil
Under minus Under Is H.R. 1 OW

H.R. 1 Currnt Law Currfen Law
Total (FederaI-State.Counties) .......... $3,108.1 - $2,584.0 -4+ $624 '

Federal .......................................... 1,696.7 - 1,428.1 - + 268,§.,

NON-FEDERAL (State-Counties) .... 1,411.4 - 1,551.9 - + '250.'

State ................... 952.0 - 772.4 - + 170.8
Counties .................................... 459.4 - 383.5 - + 7.

H I. 1 Under Federal Administration Compared with Current Low
(In Millions)

Wefawo Ceets Welfawo The Impe11 fd
Under minus Under is H.. I Oor
H.. 1 Currnt Law Currmt Law

Total (Federal-State.Counties) .......... $3,116.3 - $2,584.0 + + $532.3

Federal .......................................... 1,869.2 - 1,428.1 - + 441.1

NON-FEDERAL (State-Counties) .... 1,247.1 - 1,155.9 - + 91.2

State .......................................... 906.4 - 772.4 .134.0'.
Counties .................................... 340.7 - 383.5 - - 42.8
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Introduction to Study
The enclosed study shows the cost impact of the President's proposed

natio;Wl welfare reform program on the state of California. It has been pre-
pared for presentation by Roy A, Green, Jr., Director of the Welfare Depart-
ment of the California Chamber of Commerce, in formal testimony to the
U.S. Senate Finance Committee.

Basis for Study
The study is based on the Social Security Act as it would be amended by

Titles III, IV and V of H.R. 1. With one exception, the provisions of the bill as
it passed the House of Representatives have been used throughout. In esti-
mating the level of state supplemental payments, this study uses January 1,
1972, rather than January 1, 1971, as the base date for its adjusted payment
level which would be covered by the "hold harmless" provision contained in
Section 503.

Cemparative Cost Assumptions
This study compares the cost of welfare (cash grants, administration and,

social services) for the federal, state and county governments projected to
fiscal 1972-1973 under current law (see Part A) versus the same costs
under H.R. I using two assumptions:

1. Welfire costs assuming federal administration of state supplemental
payments on behalf of the State, in which case the "hold harmless"
clause would be in effect and the federal government would bear the
cost of administering the supplemental payments (see Part B).

2. Welfare costs under H.R. 1 assuming the state would administer its
supplemental payment program in which case it would pay for the cost
of administering it and -the "hold harmless" clause would not be in
effect (see Part C).

We have also assumed that the state-county cost sharing will continue as
in current law.

Melkedo Utilized In This Study
- Clarification of terminology used in this study can be found on page 7.

Throughout this study, projections were based primarily on California State
Depdrt.pent of Social Welfare (SDSW), November 1971 estimates. Case-
loads, administrative costs, food stamp bonus values and social services pro-
jections were developed through routine SDSW projection methods. Method-
ology display makes up the substantial portion of this study to justify esti-
mates. Although presumably, H.R. 1 would not affect recipients until the
effective date of the bill, July 1973 (fiscal 1973-1974), estimates in this study
were made for fiscal 1972-1973 because of the desired cost consistency among
program and also because of the availability of data.

72-53 0 - 72 - 0.4 - 1S
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Family Programs-Use of Computerized Simulation Model
Family program projections were derived through computerized simula-

tion models -taking into account the California Welfare Reform Program
changes in need and payment standards which were passed by the 1971 Legis-
lature and went into effect on October 1, 1971. The AFDC simulation models
used 5,516 actual AFDC cases. Projections used were routine SDSW esti-
mates. To test the validity of the model, tests were made comparing simu-
lated data from the model with actual data-variance was insignificant. From
the AFDC model, an H.R. I model was set up. The latter was originally the
AFDC model adapted for H. R. 1 use by adding H.R. 1 provisions.

Working Poor-Based on HEW Estimates
Determination of the caseload for the working poor in California was not

possible. Thus, this study utilized the Department of Health, Education and
Welfare (HEW) report that the working poor would increase the AFDC
caseload in California by 15.3%. A separate section on the working poor
(see Part D) was utilized because of the various special provisions related to
this group alone. However, subtotals including both family programs and
working poor costs can be found on Table III.

Adult Programs-Comparison of Critical Elements
Five factors were considered to have substantial impact on the adult case-

load under H.R. 1 (see Appendix VII):

1. A reduction in the required duration of disability;
2. Definition of disability in terms of employability only;
3. Removal of age minima which affects AB and ATD;
4. Possible eligibility of alcoholics (ATD would be affected);
5. Changes in property restrictions which would affect all programs.

Estimates of these effects were based, on a 1970 Federal Survey of 3,537
aid recipients and on earlier state surveys when the federal survey proved
inadequate. This study takes into account the increased ATD caseload and
decrease in allowed exemptions from income under federal interpretation
and the new method of computing first a federal benefit and then a non-
federal benefit.

Adult Children Responsibility
Under current law, adult children (responsible relatives) of OAS re-

cipients are obligated to make a contribution to the county in cash or to the
recipients in kind. Half of this sum is returned to the federal government.
As a result, after estimating the OAS cash grant expenditures, this offset
from expected collections from OAS responsible relatives makes a difference
in the total impact of about $6 million. This study primarily considered the
totals without the offset because of the current questions being raised in the
courts about the collection of this offset from responsible relatives. However,
for those who are concerned with the exclusion of the offset, offset estimates
are cited in parentheses.
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Conclusion
All of the major provisions of H.R. 1 have been taken into consideration

for this analysis. However, this report does not purport to have included
every detail, since in too many instances, other factors outside of the welfare
proposal would have had to be considered. In matters of policy not covered
explicitly by H.R. I or subject to state option, assumptions based on probable
and/or possible California actions were inserted and brought forth to com-
plete this study. As nearly as possible, assumptions were based on current
California welfare policies, for instance, in the approach to special needs.

TABLE I
Summary of Costs by Program

(In Millions)

Under .N., I
Under HN. I AumIng

Amuming State
Under Current Federal AdmInltrdmon

Progam Law Admilstrtion of Supplement

ADULTS .................. . 986.9 " -$,341.2- $1,199.9
FAMILIES .................... 1,597.1 1,665.7 1,798.8,
WORKING POOR .................................... .... 109.4 109.4

ALL PROGRAMS .............................. $2,584.0 $3,116.3 $3,108.1

TABLE II
Summary of Total Cost Sharing

(in Millions)

Under M.N. 1
Under M.N. I Asmming

Asuming State
Under Currant Federal Administraton

Law Admlntratlen of Sopplement

FEDERAL ........................... ... $1,428.1 $1,869.2 $1,696.7
NON-FEDERAL ................. 1,155.9 1,247.1 1,411.4
STATE .................................................... 772.4 906.4 952.0
COUNTY ............................. ................... 383.5 340.7 459.4

j

I -
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GALLEY 5-CALIFORNIA CHAMBER OF COMMERCE-No. 7949 ....................... ........................
REPORT TO SENATE FINANCE COMMITTEE, UNITED STATES SENATE

THE COST IMPACT OF H.R. 1 ON THE STATE OF CALIFORNIA

Terminology
GiRANT -The assistance payment or cash payment made to recipients

for basic needs. It includes both the federal benefit and the state supple-
mental payment.

FEDERAL BENEFIT-The portion of the grant that meets the federal
assistance standard and is paid for by the federal government.

STATE SUPPLEMENT OR STATE SUPPLEMENTAL PAYMENT-
The amount of the grant which the state (and counties) make to recipi-
ents above the federal benefit level.

FOOD STAMP BONUS OR CASH OUT-The value- of the food stamp
-above what the purchaser actually pays for when buying food stamps.

NON,,FEDERAL-State (General Fund) and counties.

NON.EXEMPT INCOME-Income to be considered countable for estab-
,i**ng the grant and/or the assistance standard.

COST IMPACT-The net increase or decrease, expressed in millions of
doJ, in cost of H.R. 1, measured against the California Welfare Re-

foim Act of 1971.

PART A
1972-1973 Welfare Costs Under Current Law

-FAMILY PROGRAMS
CoA Grant Expenditure

Projections are from Department of Social Welfare Program Estimates,
November 1971 (see Appendix I).

(In Millions)
TOal Feeral No.Fedml Stao County

zAFDC-FG ............... $ 971.4 $478.5 $492.9 $352.0 $140.9
AFDC-U - .... 130.7 64.5 66.2 44.5 21.7

TOTAL .................... $1,102.1 $543.0 $559.1 $396.5 $16.6
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Food Stamps
- DSW estimates were used on the bonus value of food stamps according
to regulations, effective January 1, 1972, prior to Secretary Butz's new orders
regarding implementation of the 1971 regulations.

The average bonus value per person per. month was found to be $7.37 or a
yearly bonus of $88.44.

It is assumed that the food stamp program would be operating in all
California counties during 1972-1973 and that 80% of the welfare recipients
under current law would receive food stamps.

1,653,600-AFDC caseload (DSW caseload estimate)
x 80%-number of welfare recipients expected to receive food stamps
1,322,880-food stamp recipients
X $88.44-annual average food stamp bonus value per person

$116,995,500-federal cost of food stamps bonus (there is no local cost for food stamps bonus)

Special Needs and Special Needs Administration
Included in grant expenditures and administrative costs.

Administrative Costs: Cash Grants
See Appendix V, DSW Projection Report.--State and county will divide

costs equally.
(In Millions)

$135.6-total administrative cost
-67.8-federal administrative cost
$ 67.8- non-federal administrative cost
X 50%-state administrative cost
$ 33.9-state -administrative cost
$ 33.9-county administrative cost

Social Services
See Appendix VI, DSW Projection Report

(In Millions)
$242.4-total social services cost

-181.8-federal share of social services cost
$ 60.6-non-federal cost for social services
-4.0-state appropriation for child care services and family planning
$' 56.6-county cost for social services

ADULT PROGRAMS
Cash Grant Expenditures

Primarily the cash grant expenditures were taken from the DSW Welfare
Program Estimates (see Appendix I). The Out-of-Home-Care cost was added
to the Cash Grant Expenditures. Expected contributions from OAS respon-
sible relatives of $42.2 million were added back so that they could be dis-
played separately (see below).
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Intermedlate Care
Taken from.DSW Welfare Program Estimates (see Apendix I).

Food Stamps
Under current law, the food stamp bonus is a totally federal cost. SDSW

estimates the average food stamp bonus an adult receives is $6/month or
$72/year and that 20.5% of OAS, 17.6% of AB, and 24.5% of ATD recipients
participate. - Food

Percent Food Stamp Stomp Cost
Program Caseload Incidence Bonus (In Millions)

OAS .............................. 320,300 X 20.5 x $72 - $4.7
ATD .............................. 211,200 X 24.5 X 72 - 3.7
AB ................................ 14,300 X 17.6 X 72 - 0.2

TO TAL ...................................................................................................................... $8.6

Special Needs and Special Needs Administration
Included in grant expenditures and administrative costs.

Social Services
SDSW estimates from November 15, 1971 report (see Appendix V and

VI), the most recent estimates available.
The non-federal administrative costs will be shared between state and

county equally. Non-federal social services costs are solely county costs.

Offset from OAS Responsible Relatives
$16.46-average liability by responsible relatives
x 2-average OAS recipient has 2 responsible relatives
$32.92-average monthly contribution by responsible relatives
X 12-months

$395.04-average annual contributions by responsible relatives
x 331/3%-proportion of total expected collection liability

'$131.68-expected collection per OAS recipient
X 320,300,-AS caseload

$42,177,104-offset from OAS responsible relatives expected collections
Total with offset indicates total cost if all of the expected responsible

relatives share is collected.
Total without offset indicates total cost if none of the expected responsible

relatives share is collected.
There are two totals because of the questions being raised in the courts

about the collection of the responsible relatives portion.
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GALLEY 6-CALIFORNIA CHAMBER OF COMMERCE-No. 7949 ........ ..
REPORT TO SENATE FINANCE COMMITTEE, UNITED STATES SENATE
THE COST IMPACT OF H.R. 1 ON THE STATE OF CALIFORNIA

* 5Jt

PART B
1972-1973 Welfare Costs Under H.R. 1

Assuming Federal Administration
and Hold Harmless'

FAMILY PROGRAMS
Cash Grant Expenditures and Hold Harmless'

The state and counties are held harmless for the total amount :f sijilpdi
mental payments which exceed the non-federal costs of grants pa' to
federally eligible recipients in calendar 1971.

The non-federal expenditures for supplemental payments for ca.p
1971 were based on six months'actual and six months projected dat ] -For
calendar 1971, the non-federal expenditures are:

(In Millions)
Ttal No.rWWFOu Stb CaNo"

$545.2 .................................................... $340.6 $204.6
The total AFDC caseload for calendar 1971-1,568,600 recipients.

$347.60 or $3 average non-federal cost per person"
($545.2 million non-federal cot 1,568,600 recplents)

Using the AFDC model, it wasfound that some 60,363 persons;, pubt
8.9% of the total 1,568,600 recipients would be federally ineligible due to one
or a combination of the following reasons: .

1. Unemployed less than 30 days
2. Receiving Unemployment Insurance Benefits
3. Work more than 100 hours per month

Therefore, from the current law caseload, the total recipients- that. witd
be federally eligible (under H.R.. 1), would be;-

1,568,600-60,363w,508,237 recipients'to be considered for hold harmless
1,508,237 recipients
X $348 average non-federal cost per recipient
$524.8 milllion-non-federal cost for hold harmless purposes
$524.8 millIonmhold harmless calling
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Using H.R. I grant cost projections (see Part C) and the non-federal cost
estimates as above, the total grant cost of H.R. 1, if the federal government
administers and holds harmless the state-county costs, is:

(In MIlion)
Totm FdroI Nhp4'.dwd S CsuWl

$1,172.4 .................................. $758.6 $413.8 $279.3 $134.5

Undor H.R 1, the etate supplemental payment would be adjusted so that
each recipient received in cash the bonus value of food stamps.

(In MIION)

$413.8-=non.federal cost for grants (see above)
+138.6-food stamp bonus (see Part C)

"$552.4-total non-federal 1972-73 cost for supplemental payments for hold harmless purposes

-524.8-hold harmless coiling (see above)
$ 27.6,-difference to be carried by the federal government

$758.6-federal cost for federal benefits (see above)
+,176-federal cost of hold harmless
$786.2-total federal cost for grants

$41.8 'non-federal cost for state supplement for hold harmless purposes
- 7.6"federal cost of hold harmless
$38.2 -non-federal cost for grants

X67.5%-state share
$260.7-state costs for grants

386.2-non-federal cost for grants
x32.5%-county share
$125.5,county costs for grants

Food Stamps
'8ePart C)

Special Needs
(Same as Part C)

Admbtretive C*ss: Cash Grants
-t'is, assmmnd administrative cost per person under current law would be

the same under H.R. 1. Under H.R. 1, if the state chooses to come under the
hold harmless clause,. the federal government would assume all costs related
to theodinitration of grants, including the state supplemental payments.
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Administrative Costs: Special Needs
Under H.R. 1 assuming federal administration of the state supplemental

payments, tho state would still be responsible for administration of special
needs since H.R. 1 does not provide for special needs. It is assumed that all
eligible for the state supplement would be eligible for special needs. It is also
assumed that administrative cost per person for special needs is the same as
the cost per person of administering the cash grants under current law.

$82-,average administrative cost per person
(Total 1972-73 administrative cost of $135.6 million+ 1,653,600 AFDC caseload)

DSW statistics show approximately 2% or 27,314 of the AFDC-FG cases
and 1.5% or 3,020 of the AFDC-U cases would receive the state supplement
and therefore the special needs. This is a total of 30,334 recipients eligible
for special needs.

30,334--recipients eligible for special needs
x $82-average administrative cost per person

$2.5 million-special needs administrative cost

It is assumed that the state and counties will divide the administrative
costs equally: $1.25 state, $1.25 counties.

Social Services
(See Part C)

ADULT PROGRAMS
Average Non-Exempt Income Under H.R. 1

Federally non-exempt income under H.R. 1 would be slightly higher than"
under current law. The federal government presumably would not count as
income contributions paid to the counties by responsible relatives. On the
other hand, the federal government would presumably not observe com.
munity property laws and income presently allocated to a spouse would all
count as the recipient's income. Recipients of income in excess of the federal
standard will have their excess income subtracted from the state supplement.
Savings from the federal government's authority to cross-check with income
records of the IRS above and beyond savings from welfare reform confiden ,
tiality provisions are expected to be minimal.

OAS
$83.72-,average net Income of OAS recipient under current law

- 2.96-in excess of federal assis nce level under H.R. 1
+ 1.63-allocation to non-recipient pouse
- .91- average OAS offset from res sible relative

$81.48-average federal non-exempt n Income for OAS under H.R. 1
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AB
$48.02-average net income of AB recipient under current law

-. 1.99-In excess of federal assistance level under H.R. 1
+ .93-allocation to non.recipient spouse

$46.96-average federal non-exempt net income for AB under H.R. 1

AYl
$43.37 -average net Income of ATD recipient under current law

- 2.05-In excess of federal assistance level under H.R. 1
+ 1.64-allocation to non-recipient spouse
$42.96-average federal non-exempt net Income for ATD under H.R. 1

In addition, under H.R. 1, there would be a reduction in the average
federal benefit due to a reduction by 1/3 in the grant for those who receive
support and maintenance in kind as a member of someone else's household.
It is estimated that 21.8% in OAS, 30.5% in AB and 25.5% in ATD live as
a member of someone else's household. We arbitrarily assumed that 1/2 of
them would have their grants reduced by 1/3 due to in-kind income as under
regulations under H.R. 1.

The reduction in the average federal benefit therefore would be:

OAS ...................... ls X 21.8% X V -3.6% reduction
AB ........................ 1 x 30.5 X /s - 5.1 reduction
ATD ...................... 1/ X X 25.5 X 1/3 - 4.3 reduction

Under federal administration, state non-exempt income is similar to
federally non-exempt income except for income coming under the state's
community property laws. In addition, it is assumed the state will allow the
$7.50 income exemption to everyone with income so all recipients would re-
ceive this $7.50 pass on (but not the $4.00 social security exemption).

For purposes of computing the state supplement, the amount allocated to
a spouse does not count as income.

Excess income above the federal assistance level would offset the $7.50
exemption and the allocation to non-recipient spouse.

Therefore, the average net state non-exempt income is less than the
average federally non-exempt income per recipient by the following:

No-dp.om 17.0 V..5m0t
Slouse Income Ea cew Incoe

OAS ...... $1.63 + $7.50 - $2.96 - $6.17
AB ................. 93 + 7.50 - 1.99 - 6.44
ATD .............. 1.64 + 7.50 - 2.05 - 7.09

Average Federal Assistance Standard
The federal assistance standard depends on institutional and marital

status. Those living in institutions presently receiving $15 would receive $25
under H.R. 1 from the federal government. The standard of assistance for
spouse cases would be $195 for the first year H.R. 1 was implemented, or, each
recipient married to another adult prograni recipient would be eligible for a
reduced grant of only $97.50 (a recipient married to a family program recipi.
ient would receive a full grant). The need standard for all others would be
$180.
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Therefore, the average federal assistance standard is as follows: ,,

Momed . W•, 1
ro $ to l"M for

I* Fedora Adlt Po Fdl FUll Aseaft
Program Inetttilen Somlbelplen Asm go"a SMt Standar

OAS ........ (0.8 X $25) +, (16.7 X $97.50) + (82.5 X $1,30) - $123.73
AB .......... (2.3 x $25) + (15.0 X $97.50) + (82.7 X $130) - $ .71
ATD. (4.1 x $25)' + (8.5 X $97.50) + (87.4 X $130) - $1t.93........ t " :\

Average State Supplemental Standard ., " ' 'i
Under' federal administration, the state will have to abandon indi-

vidualized need standards. One single state supplemental payment..tl-
ard would have to be set rather than having seven budget methods, as With
special needs added on as presently. For purposes of making an estimated is
assumed the state supplemental payment would be set as the amount ailed
in January 1972 for aid to an individual in an independent living arranei :nt
living alone (see Appendix X). The amount would be the allowances basic
needs, including, maximum housing allowance plus the special need ,rown
to the majority of adult recipients. The majority of OAS recipients reaqIvmpi a,
$4 household remediesallowance. The majority of OAS and AB recipients
receive $4 for a phone.

Thus, the state supplemental 0- zd:

Program

fr
oadk

for
HeuIaed

o
for

sateo
Swan"

OAS .. ......... $183
ASi.... ...... 198
ATD ............. 177

$4 o
4 - .~Pi,

Cash Grant Expenditures and Hk Hhtrlu"
Total federal cash benefit expenditures are obtained by multiplyig h4be,

average federal benefit by the H.R. 1 caseload. The average federal gnwtj is
the difference between the average federal: assistance standard and 4hewvnj
erage federally non.-exempt income, reduced by a .fraction. to account £tle
support and. maintenance clause -(see Average Non-Exempt Income Under,
H.R, and Federal Assistance Staundard above).- .I- ' -' ..- ,t

Fed"a Fodatily Madmlauo .Averag
AWSWt NfEuempt n-rlad FedlMPrrm tadard Isonoe . RledustlonBeet

OAS ................. ($123.73 - $8148), X (1 - .036) - $40.73
A .................. (4-122.71 42.96) (1X ( - 'MI) ' J,5.68
ATD ................ ( 122.93 - 42.96) x (1 - .043) -"-.76.53

The federal cash benefit expenditures would be:-
"-~Fed"ru

Avmrge ISd& a
Federl 'umt
Aewo Mnp Ca . ,(l IUIUIS

OAS ............................................ $40.73 X .12 X 3 2 30A $156.6
'Ai .............................................. 75.68 x 12 x 14,00 13.0
AlT ............................................ 76.53 X 12 x 249,500 229.1

Total ....................................... $398.7
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Under federal administration, the average non-federal benefit is the
average state supplemental payment standard minus the federal benefit level
phUlft' non-exempt income adjustment.

I AStab IFedel NOe Exaa Awaap
vu *,,f tl h lncoene Noe-Fedeml
r n" Sdd -lsm Ad et BaSait

0 .............................. $191 - $123.73 + $6.17 $ $73.44
............................... 202 - 122.71 + 6.44 - 85.73

AD ............ 177 - 122.93 + 7.09 - 61.16
The non-federal expenditure for hold harmless purposes would be:

• Nu, , i l-Fedwmr N Re.FederalIlmflt F asdltw

Grat MNlinat Casd* - (In miIllion)

OASI ........ $73.44 X 12 x 320,300 - $282.3
AB.......................... 85.73 X 12 X 14,300 - 14.7

14T, P .0........................ 61.16 X 12 x 249,500 183.1
.,i,,, JT -TAL .................. ........................... .... $480.1

'ATD non-federal expenditures would be -shared equally between county
and':d*ate'.r" . . .

. ' $ 91.5 million Is the county share of ATD expenditures:
(ATD non-federal expenditures of $183.1+2)
$480.1 million -total non-federal'cost
- 91.5 million -county share of cost
$388.6 million -state share of cost

The hold harmless clause guarantees that expenditures of the state sup-
plemental payments would not exceed non-federal expenditures for calendar-
year 1971 (see Appendix VIII). This is assuming a July 1, 1973 implementa-
tion date. The clause does not apply to newly eligible recipients who havb too
much income to be eligible for a federal grant. Thus the fraction of new ATD
cases added who have income above the' frddr standard -would not be

1 Uftdr HR. 1, the ATD caseload will increase by 18%.- There is a 7%
inOideh bf *recipients in the caseload Who have income in excess of federalV
sta d&!WLThe product of the two, 1%,-is an approximation. of the .percent
ot~h#T6eeoad nOt coveted by hold harmless. A reduction in ATD expencU,
tures by this amount gives the state expenditures covered by hold harmless.

m,,,. ... "+: (Ii Millis)i

"' $388.6-state cost for. 1972-1973 benefits fbr hold harmloss purposes
a* '- 33.1-state cost fot 1972-1973 food staml cash out purposes

$421.7-state cost for state supplement

+.',, S1 1.5-Mstte cost of AID benefits
"' '4 9.0state cost of AID food stamp cashout

,.t' 1 100.5mstate cost of ATD state supplement
'+"' .01-percent not covered by hold harmless

.$ 1.-amount not. hld harmless
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$421.7-state cost for state supplement for hold harmless purposes
- 1.0-amount not held harmless

$420.7-1972-1973 state cost for benefits for hold harmless purposes
-326.0-state costs for calendar 1971 (see Appendix VIII)

$ 94.7-difference to be carried by federal government

$ 91.5mcounty cost of ATD benefits
+ 9.0-county cost of ATD food stamp cash out

$100.5-county cost of ATD state supplement
X .01-percent not covered by hold harmless

$ 1.0-amount to be held harmless

$100.5-county cost for state supplement for hold harmless purposes
- 1.0-amount not held harmless ""

$ 99.5-1972-1973 county costs for benefits for hold harmless purposes
- 55.9-county costs for calendar 1971 (see Appendix VIII)

$ 43.6-difference to be carried by federal government

$398.7-federal cost of federal benefits
+ 94.7-excess of state hold harmless level cost
+ 43.6-excess of county hold harmless level cost

$537.0-federal cost for grants

$326.0-state costs at hold harmless level
+ 1.0-not covered by hold harmless

$327.0,state costs for grants

$ 55.9-county costs at hold harmless level
+ 1.0-not covered by hold harmless

$ 56.9-county cost for grants

$327.0-state cost for grants
+ 56.9-county cost for grants

$383.9-non-federal cost for grants

Food Stmps
Under H.R. 1, the state supplemental payment would be adjusted so that

each recipient receives in cash the bonus value of food stamps. Since the food
stamp program per se would not be in effect, the incidence of recipients who
once received food stamps would not be identified. Therefore, it can arbitrarily
be assumed that all the adult recipients under H.R. 1 will benefit from the
increased level of the state supplement due to the food stamps. The state and
county costs of this adjustment would presumably be the same as with the
state supplemental payment. That is, the state will assume all of the OAS,
AB and one-half of the ATD costs and the counties will assume one-half of
the ATD costs.

Food Stamp
Bonus Cost

Progrem Caseload Food Stamps (In Mlloes)

OAS ...................................... 320,300 x $72 - $23.1
AB ........................................ 14,300 x 72 - 1.0
ATD ...................................... 249,400 X 72 - 18.0

TOTAL NON-FEDERAL COST .................................................... $42.1



1853

$23.1 million -OAS food stamp cost
1.0 million-AB food stamp cost
9.0 million- 1A ATD food stamp cost

$33.1 million-state share of food stamp cost
$ 9.0 million-1/2 ATD food stamp cost for counties

Special Needs
It is assumed that everyone presently budgeted "board and care" would

receive a special grant up to his current rate. It's further assumed for pur-
poses of this estimate that all special needs would be allowed in the same
amount and with the same frequency as under current law, except for those
special needs already included in the state supplemental standard (see
above). It is also assumed that the per person cost of administering care and
special needs would, on the average, be the same as the per person cost of
administering income maintenance.

The rate for board and care I is $221 and the rate for board and care II
is $232 (see Appendix IX). The difference between these rates and the state
supplemental standard is the cost of care through the social services system.
The cost of care times the incidence of recipients receiving it is the additional
cost spread across the caseload.

Board and Supplemental Pereunt Board and Supplemental Perent Additional
Prepal Carn I Standard Incidence Care It Standard Inliden Care Costs

OAS ........ .($221 - $191) x 3.3 + ($232 - $191) X 4.2 - $2.71
AB .................... (221 - 202) x 4.2 + (232 - 202) x 5.6 - 2.48
ATD ........ (221 - 177) x 4.3 + (232 - 177) X 6.9 - 5.69

'The average allowance for special needs excluding phone is $20.51 in
OAS, $20.54 in AB, $14.93 in ATD. However, 90% of OAS recipients receive
the $4 household remedy allowance already covered in the grant (see above).
The remaining average special need would be:

$20.51-average special need for OAS
- 3.60-(90% x $4 household remedy allowance)

$16.91-OAS special need
NonFderael

The total cost would be: Costs
Special

Additional Spedl Needs
Pr som Care Cost Need Months Caseload (in Millions)

OAS ........................ ($2.71 + $16.91) x 12, x 320,300 - $ 75.4
AB .......................... ($2.48 + $20.54) X 12 X 14,300 - 4.0
ATD .......... ($5.69 + $14.93) x 12 X 249,500 - 61.7

TOTAL NON-FEDERAL COST ........................... $141.1

It is assumed that ATI) expenditures would be shared equally between
county and state.

$30.8-county cost for special needs
(ATD special needs cost of $61.7 +2)
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Administrative Costs: Cash Grants
Under federal administration, the federal government would bear the

entire cost for cash grant administration. It is assumed that per person costs
would remain the same so that total costs would increase in propr'4qn to
increased caseload.

The estimated current law administrative expenditures divided by the
total adult caseload gives a per person administrative cost of $157.41per year.
This multiplied by the H.R. 1 caseload of 584,100 gives the administrative
cost of $92 million.

Administrative Costs: Care and Special Needs
It is assumed that the federal government, in administering state Ju lAIP

mental payments on behalf of the state would limit itself to the ba ,f'
ments, i.e., grants based on the flat supplemental payment standards for e 9 eh
program, as described above. Thus, the state wud have to r o ,e

administration of-any additional allowances-the stafe wishe to proiAd-'i
meet special needs such as noA-medical out-of-home care, extra cost ofle'"
taurant meals, therapeutic diets, etc. It is assumed that ti ilb iie
through the state/county social service system.

The administrative cost for care and special needs is $157.67 pererso.
per year. Inci ences of care and'special needs are 87.3% for OAS, 80.4%'Mpi"
AB and 64.0% for ATD. t CW

Special Noed
Percent A"lsbrtw Adulnlsttoi

Prm lIdm Cas•d Cot (in mli"*)

OAS .................. 87.3 x 320,300 x $157.57 - $44.10
AB .................... 80.4 X 14,300 X '"157.57 - 1.81
ATD .................. 64.0 X 249,400 X 157.57 - 25.15

TOTAL NON-FEDERAL COST .................................

It is assumed that the administrative cost of care and special needs
be a totally non-federal cost shared equally between state and county,,

Socil Services ,.

The cost of social services is assumed to remain the same no mer1xo
administers the cash grant (see Part C).
gAS Respendsihi Reoanves .

Under H.R. 1, the state would be able to collect re m e ro~a
responsible relatives only for its share of the grant. It is etimatid& tiecn-
tribmtion would drop to $26.9 million (ee part A also).

: • . .... <~ -" xF
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PART C
oi "1072-1973 Welfare Costs Under H.R. 1

,,",.,,Assuming State Administration of
-Supplemental Payments

FAMilY PROGRAM
Cask Grants

V sinuSDSW, November 1971, caseload estimates for fiscal 1972-1973,
thi,,*e a ,1od would be 1,653,600 family persons. (Average faPily sizez;3.36

PgeS)DSW H.R. 1 model,. it was determined that the average federal
bereit'per year would be $524A.2.

Also using SDSW H.R. 1 model, it was estimated that 87.2% or 1,260,200
persons and 89,2% or 185,900 AFDC-U persons would be eligible

for t!*dei 'benefits. -

1,260,200-AFDC-FG persons eligible under H.R. 1
+ 185,900,-AFDC-U persons eligible under H.R.,

1,446,100'AFDC persons eligible for federal benefits
x $524.62mannual federal benefit per person

$758.6 milion-total cost for federal benefits

State Supplement
According to the model, 94.5% or 1,365,,700 AFDC-FG cases and 98.6% or

20's10 AthC-U cases would be eligible for the state supplement. The
average state supplement was-estimnted at $74.15 per family per month or
$264.02 average state supplement per person per year.

1,365,700-AFDC.G cases eligiblefor state supplement
+ 201,300-AFDC-U cases eligible forp#tate supplement

N, =Jtotal H.R. 1 cases eligible for state supplement
x $264.02-average annual state supplement per person

$413.8 million,,non-federal costs for state supplement (not Jnrudlhgfood .stamp bonM)
X P67. state share of state supplement

. sp jnIllon.ostate ost of stato, supplemeqt, ,

$413.7-non.federal dostof static supplement On milnln).
* 32.5%-.county share of state supplement

$134.5-county cost of state supplement (in millions)

72-573 O- 72 - .4 - 1 -
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Food Stamps
The bonus value of food stamps is an average of $7.37 per month per case

or $88.44 per year per case.
Under H.R. 1, the average state supplemental payment per person would

be increased by the average bonus-value of food stamps. -

1,567,028- persons eligible for state supplement
x $88.44-food stamp bonus

$138,587,956-cost of food stamps

State will assume total food stamp cost through cash grant under H.R. 1.

Special Needs
Since H.R. 1 does not provide for special needs, this cost will have to be

provided non-federally. The special need itself is assumed to be carried to-
tally (100%) by the counties.

From DSW, the average cost of the special need is $109.92/family or
$33.92/person (using 3.24 persons per family) for AFDC-FG cases and
$115.52/family or $25.67/person (using 4.5 persons per family) for AFDC-U
cases.

$34 average special need for an AFDC-FG case
x 12 months

$408 per person annually for special needs
x 27,314 AFDC-FG cases

$11,144,122 - cost of special needs for AFDC-FG cases

$26 average special need for an AFDC-U case
x 12 months

$312 per person annually for special needs
x 3,020AFDC-U cases

$942,240 - cost of special need for AFDC-U cases

$11,144,122
+ 942,240

$12,086,362 - total county cost for special needs

Administratie Costs: Cash Grants and Specal .Needs
Estimates based on DSW Administrative Cost Tables (see Appendix II

and III). It is assumed that administrative costs will be the same under
H.R. 1. Under state administration, there will be two administrative sys-
tems--one federal to maintain federal benefits and one state to maintain the
state supplement and the special needs program. A special administrative
cost for special needs is cited for the adult program and not for the family
program because the incidence in the latter is negligible as compared with
the adult program. The non-federal cost would be divided equally between
state and county.
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Social Services
Under H.R. 1, social services will come under a closed end appropriation.

Assuming Congress appropriates the full $800 million authorization, the
closed end appropriation is to be divided among the states in the same pro-
portions they received in fiscal 1971-1972. For California, the proportion
would be 26% for $209 million of the $800 million. Child care and family
planning services are not included in this appropriation; however, efforts to
locate absent parents will now come under the services program. There is no.
way of estimating the effects of taking child care and family planning out of
the services programs and putting in services to locate absent parents.

The $209 million must be divided among family and adult programs.
Using DSW county administrative costs (see Appendix VI), we find

the family programs make up 73.4% and the adult programs make up 26.6%
of the total services administrative cost. (Total-$330.3 million. Family
[AFDC] costs $242.4 million or 73.4%.)

Using same proportions as above:

$209,060,000 - federal cost of California services
x 73.4% - AFDC or families share

$ 153.4 million - federal share for family services

$209,000,000 - federal cost of California services
X 26.6% - adult share

$ 55.6 million - federal share for adult services

Total expenditures for services:

(In Millions)
Total Federal co

TOTAL ............................................. $278.6 $209.0 $69.6
Families ........................................ 204.5 153.4 51.1
Adult .............................................. 74.1 55.6 18.5

ADULT PROGRAMS
Cash Grant Expenditures -

Under state administration,, the federal and state governments would
maintain separate income maintenance systems. It is assumed the state will

administer its program so total cash grants would be the same as under

current law.
Total federal cash benefits (see Part B).
Total state expenditures are estimated to be the difference between

*e projections of total current law grant expenditures and federal benefit

expenditures (See Part A for current law expenditures and Part B for

federal benefit expenditures). The only adjustment necessary in the total
current law projection is a slight increase to account for a federal grant

under H.R. 1 of $25 to institutionalized recipients who currently receive $15.

The adjustment for $15 cases is as follows:
$is to P2

pumt $2S Ednm Adjam
rom Inituflalnd Ceu $15 Men~ms (Nn IiiNi..

OAS ...... 0.8 x 320,300 X $10 X 12 -

AB ...... 2.3 x 14,300 X 10 X 12 - minimal
ATD .............. 4.1 X 211,200 x 10 x 12 - 1.0
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. Total current law states grant expenditures must be increased by the
additional amount for institutionalized cases with proportionate adjustments
for the increased ATD caseload minus the federal benefit expenditures..

(In mikeO) ... kitsu -"

CwO!At 'A . Federal SupplaMa
Law $1s to ss caelad Bement POISN

Prni EeUlU Adbuameat Adutmnet Epeabm Expeawues

OAS ................ $407.4 + $0.3 N/A - $156.6 , $251.1
AB ......... 28.1 + .0 N/A - 12.4 ,
ATD ................ ( 342.2 + 1.0)X(211,200 + 38,300) 229.1 -n. l?5.&,,

( 211,200 ) . ..

The ATD non-federal cost is shared equally between state and county.

$175.8 non-federal cash grant cost for ATD (in millions)
x 50% shared by county and state I f

$ 87.9 , cost to county and cost to state (In millions)

Food Stamps.
(See Part B)

Special Needs
(Included in the cash grants)

Administrative Costs: Cash Grants -
It is assumed that with state administration of state supplementI 1i& ,

ments under H.R. 1, there will be two administrative systems, one federal to
maintain federal benefits and one state to maintain the state supplement.
The state and county would divide the non'-federal cost equally.

With the larger caseload, the cost of administration could be expected to
increase proportionately. However, it is arbitrarily assumed that this increase
would be offset by some administrative savings that would accrue if complete
duplication of administration were avoided.

Administrative Costs: Care and Special Needs
(See Part B.) A special administrative cost is cited for the adult pro-

grams, despite the state administration of supplemental payments. This is
unlike family programs, because the number of adultsreceiving special needs
is substantial to make a cost difference. However, in family programs, the in-
cidence of recipients receiving special needs is m , making the ad-
ministrative cost of the special ,needs negligible.

Social Services
There is a closed end, authorization for social service under H.R. 1.

Assuring the federal government would appropriate $209 mil'on Prjpali.
fornia's social services, it is estimated that $55.6 million wou4dfoC,,
adult programs. (See Family Progranm in this Part C.)

Ofset From OAS Respenilse Relatives
(See Parts A and B.) . . -
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PART D
1972-1973 Welfare Costs Under H.R. 1

for the Working Poor

Th Deparetmnt of Health, Education and Welfare estimates the working
poor4ill add an additional 15.3% to the California AFDC caseload.

1,653,600-SDSW AFDC estimate
X 15,3% -additional cases (working poor)

253,001 -working poor

Cash Great Expenditures
It is assumed the working poor will receive approximately the same

federal benefits as working recipients. In computing the average federal
benefit for those with incomes, the H.R. 1 model was used taking into ac-
count income brackets by family size with benefits. The result:

Under H.R. 1:

$ 95.32-average federal beinefit for an AFDC-FG family -
$125.33-average federal benefit for an AFDC-U family

To compute average benefit per person, 1DSW November, 1971, caseloade tj tewere: used and:

O .. " Average Family Size-3.36
AFDC.FG-3.24

AFICU -4.50
a' . $95.32+3.24- $29.41 -average federal'benefit for AFDC.FG
E -4Vi *; *:$12.33+4.50,,$27.85-aversge federal. benefit for AFDC-U

221,116-AFI-FG working poor additions

x $29.41-average federal benefit for AFDC.FG parson

$6,503,022

prson
person

-1w. -Irik

. .,J f f ,

31,885-AFDC.U working poor, dditions
x $27.85-averge federal benefit for AFDC-U person

$887,997

$6,50~sDZ2
+ 887,997
$7,391,019-cash grant cost for adding working poor
X 12 months

8,692,000-,federal casik grant cost for working poor

t '~t~I~aire -the state will -not supplement payments looi? Mftber- will the state provide special needs to this grOup.

Adihlsltrieve Cst: Cwsh Grum
Uulng DSW estimates,' it costs $82- per person per yeat,

cash grants for fiscal 1972-1978.

253,001,"working poor caseload
X $82-adminstratve cost per person

$20,746,100-administrative cost for working poor

the working"

;0dinse



AFFEM I

WBFARE P06MM CAS OMI TIMATES 1971-72 md 19n-73

ExpsndIh Avrop Cmdd bi Cuehud md Avesu. Qets-Csuduv of 19773 wit 1971-72-N1.vdwi 1971 Eom

inwummmcm
ml-

1172-73Rm TIIM73
II.. Mud so& C

ALL PROGRAMS $1,992,040,050 $959,431,850 $734,970,000 $297,638,20
OAS ................... 376,185,000 187,881.800 188,303,200 ....
Al 26=, 00 13,235,200 13,262,800
APSe 5.... 57000 .... 557,000 ....
AID .... 301,896,400 150,193,400 75.851,500 75,851,500
AFDC4G .......... 971,447,750 478,515,750 352,033,200 1400S80
AFDO ........ 13660,000 64,521,200 44,445,300 21,693M
AFC-OHi ...... 84,915,000 15,284,700 21,441.000 48,189,300
Out-of-hms com 73,167.800 36.464,900 26,579,700 10,123,200

OAS 31,245,800 15.605,400 15,640,400
AS ...... 1.630,600 814,500 816.100 ....
ATO ..... 40.291,400 20,045,000 10,123,200 10,123,200

stsimdiuts crte 26,713,100 13,334,900 12496,300 881,900
OAS 22,664,700 11,309,700 1135,0 --
AB 558,200 278,800 279,400 ....
AID 3,510.200 1,746,400 881,900 88190

1,971-72

$1,908,338,500 $916,373,400 $728,3700 O263,911,400
373,852,000 186,716,600 160,401.200 26,734,200

24,932,700 12,453,400 9,359,500 3119,800
514,400 .... 428,700 85,700

281,74M,200 140,169,700 121,.354600 20223,900
923,930,500 455,192,800 328,013,800 140,723,900
150,405,000 69,941,400 54,082,600 26,381.000
73,780,000 12,431,900 20,474,000 r 40,874,100
67,341,000 33,559.900 28,87220 4908,900
28,234,100 14,101,200 12,113,900 2,019,000

1,553,200 775,800 583,100 194,300
37,553,700 18,682,900 16,175,200 2,695,600
11,834,700 5,907,700 5,067,100 859,900
10,032.100 5,010,400 4,304,300 717,400

247,400 123.600 92,900 30,900
1,555,200 773.700 669,900 111.600

$83.701,550
2.333.000
1,565,300

42.600
20,148,200
47,517,250

(19,745,000)
11,135,000
5,826,800
3,011,700

77,400
2,737,700

14,878,400
12,612,600

310,800
1,955,000

Tamnd 5s Cmv

$43,058.450 $6,916,300 $33,726,800
1,165,200 27,902,000 (2&734,200)

781,800 3,903,300 (3,119,800)
128,300 ( 85.700)

10,023,700 (45,503,100) 55,627,000
23,322,950 24.019,400 174,900
(5,420,200) (9.637,300) (4.687,500)
2,852,800 967,000 7,315.200
2,905.000 (2,292,500) 5,214.300
1,504,200 3526,50 (2,019,000)

38,700 233,000 ( 194.300)
1,362,100 (6,052,000) 7,427,000
7,427,200 7,429200 22,000
6,299,300 7,030,700 ( 717.400)

155,200 186.500 ( 30,900)
972,700 212,000 770,300

A -i cmiduq bt .d Ia Cat

1m72-n s17-72 wmiem W72-73 '19,172 Dfis W2.7 1n-72 0

OAS ............ ..... 320,275 318200 2,075 320, 318,500 2,400 $ 97.88 $ 97.91 $(.03)
AB .................... 14,255 13.950 305 14,365 14,150 215 154.90 148.94 5.96

.AP$8' 235 225 to 240 230 10 197.52 190.52 7.00
AD 211,150 202,900 8,250 214,500 207,000 7,500 119.15 115.72 3.43
AFDC-F ............ 1,445,200 1,323,700 121,500 1,488,000 1,398,000 900 56.02 58.17 (7.15)
AFDC-U* 208,400 244,500 (36.100) 194,000 230,000 (36,000) 52.24 51.26 .98
Af-eHi 38,250 36,200 2,050 39,500 37,400 2,100 185.00 170.00 15.00
Out-of hm crst

OAS ....... 22,540 20,940 1.600 23,050 21.420 1,630 115.51 11238 3.13
AS ............. 1,080 1,030 50 1,100 1,050 50 12631 126.05 .26
AID ............... ,750 21,330 1,420 23,180 21820 .1,360 147.57 146.71

tbcltt .Smm gvm fS. 6ut..I-e a m haIWd In I Cogd. u t.

Shtb of Cdlksl.
*..&ae~sm , UP.H.mmd Md4,

Deemr 8, 1971

m wm. ,,m m m
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Oapma ad Weld Wadhr

ut uhalil * COMM1T ADMIUSTRATWE COSTS * 1971-72-197273

-. Tod ' Sulsa am dsiamm

TOM rftd 110 CaM* U reg. d 1 Covol lU Fa,d 3k Coml

TOTAL ...... $377.158400 5240.143,600 $ 4,599000 $332,415,800 $206.819800 $154974,300 $ 4.599.000 $ 47.246,500 $170,33600 $ 85,169,300 $ $85,169300
OAS ........ 45.969.700 28.351.600 206.200 17.411.900 21,474.700 16.104.100 206.200 5.164.400 24.495.000 12.247.500 .... 12.247.500
AAPS. 3.878,100 2465.800 18.700 1.393.600 2.106.700 1.580,100 18.700 507.900 1,771,400 885.700 .... 885.700
ATO ........ 57,071,700 36.207.900 584400 20,279.400 30.690.700 23,017,400 584.400 7.08M8900 26.381.000 13.190.500 .... 13.190.500
ADC...... 270.238.900 173,118.30 3,789.700 93.330,900 152.547.700 114.272.700 3,789.700 34,485.300 117.691.200 58.845.600 .... 58.845.600

1972-73

TOTAL $... 5=40 $23830800 $ 49,824.500 $ 94.903.100 $218.806700 $163,954,.00 $ 4.886.6O0 $ 49965,0 $179.751.700 $ 89.7,900 $ 44.937.900 $ 44937900
GAS ....... 46.26.500 28.536.500 6.371.200 11.361.800 21.614,700 16,209,100 207.500 5.18.100 24.654800 12,327.400 6.163.700 6.163.700
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*Bse os No IMer 71 $along uls s.

NOTE nts gsaMEd does st loclg Adeodim. Chid W lfta e Se M B N Ile m ame "d losetlsilos Prale iw Saordi, Famil , ad pri 10u1100410 See Ceber or Cohen Ionge
Pieas. Aw " K Isfimi den sat Isltab Won beeUs OaPwmai aspolatlso.



1862

UrSTAINUM AM B IY STATES

hlpr ee e N 1 , a 1 ,7 - J t.m , ,e ,u mmml. +.
Wil" $~ n "- Ow*bam wopo" IN ,,-. d m Mi,-+am"

a m .am l u mE PWW PBIU.
n imunm OIf MAW i Mmml uieuvu

AM rusior am A&M al P--'M Pod It F - md Pwat
N Tid Odom G INlOm l Om ad ol4 NMl4mmd ~wl NnWw

albm ............................... . .... 32.4 15.7 10.1 $A.. 6.6Alaska ................................................... . 5 -12.0 - . 14.$ 6

A o ................................. . ..... 215 5.6 12.2 .... 3.5
Auans ......................I...... ............ 1. 12.4 44 .... 2.7
Cal 11s ........... .. ............ 234.3 -14.0 IU 135.4 9
Col o .................................................. 13.3 8t0 3.$ .. IJ
C" CW .. " .. 21. -22.9 -7.0 3" 1241Coe w ......................................... 1. 2.9 - 7.0 .6 12.6
OhIrcl of Colu .. .................. 12.6 1A 10.7 .5
Floda . ......... . ............ 170.3 35.4 128.V ... .0
eoIa....... ... ...... .. 51.8 22.3 19.7 .... 9.
H... ........................... 7.0 .4 3. 1.1
Ma o .......................................................... 1.5 - 1.6 - 1.5 4.1 .
0111; ... ....... 62.1.......................... 6 -9.0 7.1 106.3 1.7ll ,, ......................................... I.......... U ~ . -32 10.5 3.s
M .,,. 2&7 . 20, LO .... 3.2

K i*. ..... 1". 15.3 -6.U .... 5.6

Mal" ............................. 6 52 -10.8 . 1.2
Ma,,a 41.... ................ . 10.9 253 .... 5.7
MaaChuol,. 44.5 -50.9 -6.7 91.1 1.7
MIIl ............ 4A -44.5. 170 55.9 17.0

..................................... .152 -13.0 - 9.2 33.6 3..
Mlsils"... ......................................... 23.3 12.7 4.1 ... 6.5
Md o .................................................... 2.5 2.0 - .6 1.0 1.1

Neb.ask . ........... 3.1 - 7.2 - 6.2 14. 1.7Now" ... . .. ... ....... ....... ... ..........I. ........ 1.1 4.6 .. 4. -.+ 9

N" ll ki .r .............. . ... 2.3 -7.2 - 2.6 11.7
Neo ierse S&I-. 5. -43.0 -563 137.2 12.2
Ne wMale .................. .6...... 0 -. 14. 1.6
New York . ... .... . ..... 1814 -962 -41.0 .213.6 114.0
North Ca ................................... 31.9 19.6 7.5 .... 4.
NerthDml .1 1............................ .. 1.0 - 1.7 -is 1 . 1 .
ONo ........ ............. 64.0 1U 37.9 .... 7.3

hom .... A....... 383 29.6 2.1 .... 6
or""in ....... ................... 15.9 6.4 4.5 .... 3.0
p ..................... 51.3 -385 -482 124.8 13.2
Rtdo IMW ...d................................ -6.0 2.3 7.2 2
South Crlmu .................... ....... 13.8 4.7 4.6 ....
S a .................................. 2.5 - 4.1 - 4.7 10.2 1.1Tswi u W4, 17.A I.0 .... 30Too m ........ ............................ 67.1 646 - .1 .... 3.0
tob ... . .. ... ... ... . 3 A V. ... .... . 7 *
V rN . 1.1 -S4 - 32 9.3 A

..gb ........... 104 -28.4 -. 0 45. 33
W lkml ....... ..................... 11 4 -12.4 -7.2 29.2 2A
Wed 011 ............ '1 .0 8.5 ... 1.
Whicosl ............ . . . 33.3 15.3 8.3 .. 6.7
W . . ... .. ..... . 12 .8 - S .7 .7
Omb No 2 .1 .1 .... .
Puuto .... ..................... 1.1 4.6 16.t .... 4.6

hLr.u ds...... .. ....... ................... 2 .7 ... 2
TOTA - . . 16143.6 -823 140. 1,124.9 460.2

76. 231
314 Si. 70.2 29.
57.6 424 90.4 .
79.8 202 100.0
50.0 50.0 80.1 39. 9
57.6 42A 79.6 26.5
50.1 499 SU, 33.
52 41. 75. 24.
50.1 40.9 !4 ," O6
47.1 52.9m 97.9 2.1
76. 23.3 2.31j'
50.9 49.1 6.0 31.0
68,8 312 PLY- 20.
50.0 50o0 Oh 31.0
614 36 74. 21.5
55.2 44.6 192 20.8
57.7 42.3 77A 26
76.0 24.0 8VA 22
73.7 26.3 6 14
$$A 21.6 MS, . -

51.5 465 63.3 '1&750* 50. .44 ... 39.5.
500 50.0 O. -40A .
57.0 43.0 72.1 27.1
83.0 17.0 100.0
70.1 294 77: 22
64.4 35. 79.1 X9
5&9 41.1 76.0 22.0
67.6 32.4 67.0 13
594 40.6 71.7 2.3
50.0 50. " 4 W96J
M 30.4 1'.4 38
50.0 0* 65. as5
72.5 27. 95.5 4
60.9 30.1 792 2U

56 43.6 61. 2
67.9 32.1 90.3 S.7
57.4 426 7. 21.2
55.4 44.6 96.2 31.
50 49A6 72. 27.9
810.1 16.... 100-..
9.6 30.4 3.2 16.5

75.9 241 9. U
74.7 25.3 9.7 10.
70.3 27 .

65.1 34. 76.6 21.4
64.0 39.0 -,* - 17J
50.0 60.0 6. 32.0
?0. 29.8 .4g 7 '3.6

2 43.6 2 lU50.3 346.7 " " ." 3*I

3 41.7 IV. 16.7
6.1 49.9 1.0

357 643 p 0 2
56+4 43.6 .74.8. 252

" meuumr~mmseeoum~b ":n r 1m lesdq m eed %Wmi MPl, md m r eh6odlebs b Sol sp s
tlia . W m eso anr es se e uo est ba.
Oaes at Is pvmb I lblen p t %WIN ad m W mm by I

aaucuwbem Wave ad um cowd" bwe so M431



1863

APPu)IX V
Yom. aRS-0-25.3ad ewe.1rhg 0 ,
-1atana o t ealth- Iduat$eOOf a No. .1059
",itr h, 'Utsh.titm Serwios Approval idre NFb. 26, 1M3

Mya ,4 :h"!f '),N! "
1 U4.: '-,-v.. WA111 WO P m zv ow PW]t ror m m O, lH l

- at &A" &: St I owal Administration.N an sinAg4 for the IHintenance
,.V~AjTN'I4Assistance Pwpm

S Esaw am)

).~ *i.4 Ainai~v 1. IV I ..A K?, lbra of 3-.lmtttallv, dma,. It. 1IC71
7i , ': J In 7oh, r no-2 1n.z73

a.V tota .At.. '. 4'1a. Ain.sttatil C00ts (10
............ ............. 16357 211,2 221,57

I fot.,*dsrj ohm (iA thousvs) ......... (17-23) 9.170 105,S13 1106.M

a. total State wAn local adminisratie ooate
f? Adut proam ........ . (. 2,174 61.69S 65,905

1"edal abare ................ (31-3) 3,067 0,6 ,995

Sb. *aU% State arA local adMan~ttativ. costs
r AM . .............. 1 1 ,130 1 .5 7

?edta abte* (5.1~ 57,092 64,565 67,794

3.~eta~'anig Costs AttrTUatable to Waitenumo
s~ne(nthousans) ............. _

1 " ot *WJaral saae (in thousAns)...(59-6_____0 _____

*.ltiiuez, fMIal fIptee 316t available

APPENMX VI

or Health, auiation* ad M lfae l NO. 83.-009
SMa*7Z t abI tatlo Savlo Appval bros Februaty 26,1.7

MMs AMUo mmixA Musrrmu PMZn MWm
Phft IV - Social SenrToes A raMIUS

tIAS 402A"W Naft)

Nlte of bubmittal_3., - 15, 191

8mrd~~~~~m. (............................-11.......... ' - '1

4( M ota awl"nc Costs (in thooavaens)..104 6 261.193 30..16

S2 4 YI*beAl aae (in thousands) ...... (17.2) 210.623 .35,93 2k4,731

a.So a adult socAi sGade osts.--(2).-3D 74 044 63.712 8789

fe~(~tderal AM at 70..........(31-3? 55533 ... JI$i.. 211L.3
0 tdor al ban at ............. (38-44) ._

-I'ab* jota iC @"oIa Service#Gs c ... .51 37,031 2"0.6q 242,413

.* ....a... ..t. 7............ 1 2 6 173,152 161,610

(2) redutal aeeat so .......... ( 65 -l-

0. total fraing Costs Attsihbutahoa to Social
Savies(in tbc'ans) ........... 6.0(0-16) 714 6.71 " Somm

1 * tTAlI Federal savae (In thousan) ... (17423) 5.610
0. .Spotic Social" Sevice Costa - Inocnded In

A above (Is thousands)............(21-30)536 5950

I -OCof PUWcA@addlt OsiOf .... (N -37 1,430 1,543 1. "0

to One t purhasaed AM3 gurfto~.oo(38-JU 2,7 2,61 1-flf.

"---A of Sao #fl ise..........submitta5,665 46,9is to"372

* laliu aSj Mta tip"*e mat lot eveilable.



1864

APPENDIX VII

THE EFFECTS OF H.R. 1 ON TOTAL ADULT CASELOAD
Cases Added-FY 1972-73"

Iteu OAS U AID

Definition of dlsabdlIty Gen. FQ U Gen. FI v

Duration .................................................... .... .... .... .... 29,000 10,700
Em ployability ............................................ .... .... .... .... 6,600 .... ....
Alcoholics .................................................. . .... . .... 2,700 600 800
Age limits ......................................... .... .... 200.... 20,900
Property restrictions ................................ .......................... Not estimated ..........................

Total, other than property ....................... . ... 1,200 71,300

Total, other than property, not from AFDC .... .... 38,300

APPENDIX VIII

CALENDAR 1971 ESTIMATED EXPENDITURES AND CASELOAD
Actual figures + projection by SDSW for Adults

Tota Federal t County

Total ............................ $761,824,800 $379,882,700 $325,988,200 $55,953,900
OAS .......................... 424,492,000 212,008,300 182,128,300 30,355,400
AB ............................ 25,955,100 12,964,000 9,743,300 3,247,800
ATD .......................... 311,377,700 154,910,400 134,116,600 22,350,700
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APPENDIX IX

ASSISTANCE GRANTS
ReglatonsNEED 44-209 (Cont.)

44-209 MINIMUM NEEDS OF RECIPIENTS IN NONMEDICAL BOARD AND CARE
AND INTERMEDIATE CARE FACILITIES (Continued)

44.209

.44 Controls

Controls must be established and maintained which will assure that timely review and reevaluation
of the Individual's needed level of care is made as provided in Section 30-260.

A Determination of Need - Recipient In Group I or Group II Nonmedical Board end Care Facility

Need of the recipient who Is classified for Group I or Group II care Is determined as set forth below In
relation to the level of care he requires and receives. Special needs are not allowed.

Group I Group 11
Nam_!tsms Minimum to Moderate Extensive care and

Care and Supervision Supervision

A. Board, room, personal care nd supervision.

Allow charge for te not jo exceed $168.00 $193.00
- ($5.50 per day) ($8.35 per day)Components of muta

1) Shelter anid utilities
2) Food
3) Persnl care and.supervsion, including

minimum basic services normally required
for licensing.

B. Pesonel and Incidental Neds* $ 38.00 $ 24.00
(PersWnal expensm, transportation, ($1.25 per day) (804 per day)
recreation, etc.)

C. Clothing, dry cleaning, extra laundry, $ 16.00 $ 16.00
shoe reir and other similar needs not (604 per day) (504 per day)
normally provided by the facility.

D. Totals - Based ongmaximsfor board, we and $221.00 $232.00
Supervision. ($7.25 per day) ($7.65 per day)

* If the charge per month exceeds the specified calling, see Section 44.111.422 c.
If these needs are provided In whole or In part by the facility %r an additional service charge, the
recipient may need to use all or a portion of this allowance to pay the facility for these services.

.51 Recipient Moves After the First Day of the Month

If, after the first day of a month, a recipient moves from an Independent living arrangement to a
nonmedical board and care arrangement or from one "evel of nonmedcal bIard and care to
another or vice versa, need must be determined In accord with the appropriate standard for the
number of days he Is In each living arrangement. These amounts are then combined to determine
his total need for the month.
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CALIFORNIASOSWMANUAL.EAS Rev. 1345 replaces Rev. 1260 Effective lIN1

(MANUAL LETTER NO. 1491

APPENDIX X
---------------------------------- ------

STANDARLS OF ASSISTANCE
iv ". . .----------------.---------.. ------------- -............. .- A L
44-207 MINIMUM NEEDS OF RECIPIENT IN INDEPENDENT LIVING ARRANGEMENT - 44-207

OWN HOME (Continued)

.1 NEEDS CHART- RE CIPIENT LIVING IN HIS OWN HOMES "

.11 Recipient Lives Alone

Ilwaice by program

AB ATO OAS

Minimum neadiecommon to eary adult
Sidrecipint .. ... . $92.00 $ 92.00 $9100

Minimum needs related to age, blindness
ordisability * . 6 ; #.......... . 37.00 17.00 23.00

Cost-of-lving Increase . 6.00 .00 6.00

Minimum housing need ....... .30.00 - 21.00

TOTAL *...... $166.00 S114.00 $141.00

Housing allowance beyond minimum
(Allowed If pald by reipient) ..... *0•33.00 $ 0.63.00 $ 0 -4:00

Minimum and maximoumlneed
amounts . ........... $16.00 $114.00 $141,00

198.0" 17.00 )83.00
f/ or exceptions, M Set"on .21, below.

CALIFORNIA.SOSW.MANUALEAS Rev. 1544 replaes Rev. 1257 Effacti 2Il
(MANUAL LETTER NO. 1771
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The CHAIRMAN. Next we will hear from Mr. Tom Banaszynski,
present, National Federation of Student Social Workers; accom-
panied by Hector Sanchez, coordinator of education.

STATEMENT OF THOMAS 3. BANASZYNSKI, PRESIDENT, NATIONAL
FEDERATION OF STUDENT SOCIAL WORKERS, ACCOMPANIED BY
HECTOR SANCHEZ, COORDINATOR OF EDUCATION, NFSSW

Mr.' BAWASZYNSKI. Thank you, Mr. Chairman. I am Tom Bana-
szynski, and I represent the National Federation of Student-Social

orders; and accompanying me is Mr. Hector Sanchez, our coordi-
nator of education.

We would like to address you today concerning a few aspects of
H.R. 1 as presented by the administration and as amended, since that
time.

To begin with, it has been very distressing that we continually look
at welfare and work incentive programs as a cost rather than looking
at it as an investment, where the money now spent is going to return
to th6 Federal Government in taxes, in work production, in the money
that these people spent will serve to create further jobs for other
individuals, where the money that is spent on children is in the long
run going to save us money.

Where Mr. Robert Hurley a few years ago in a study on poverty
and mental retardation noted, how much its costs to institutionalize
a child and an adult, when you are spending $2,000 and $3,000 a
month, to institutionalize these people, which is an outright cost, plus
the lost productivity which we would lose from these various people.
We would urge you to look at welfare and work incentive programs
in this area as a production-producing mechanism rather than solely
as a cost.

As now outlined, the program which has been presented by the
Nixon- administration and passed by the House, has a closed-end ceil-
ing for a minimum standard, a standard which, as we all know, is
very far below the minimum standard of poverty as computed by
various governmental agencies. We would urge that you reconsider
this closed-end appropriation as now outlined, and consider a pro-
gram similar to that presented by Senator Ribicoff, where the mi-
mum level would begin at a higher standard and increaseto reah the
standard of living, standard of. poverty, as has been presented by
these various governmental agencies.

Further, as we consider a work incentive program, we continually
don't take into account the desire of people to be self-sufficient, as
Senator Long would like us to take into account, that out of the many
millions of people who are on welfare, there are only some 125,00C
males who are unemployed and who are not seeking work who would
be-employable. But even more important, if we are going to require
work, let's have enough jobs availakie. The private sector has never
bees able to accommodate the people. We have people with master's de-
grees, people with doctorates, out of jobs, much more qualified than the
people who would be becoming available under the welfare program.

By increasing the welfare rolls, the people who would be eligible
for work so significantly under the program as now outlined, our un-
employment rolls would jump significantly unless the Federal Gov-
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ernment will take a lead. We believe they are going to have to take a
lead in public-service jobs and much more so than merely subsidizing
industry, an industry which is not oriented in that direction, to cre-
ating sufficient jobs for these people. And in the jobs that it does
create, we urge that you look at the amendment as presented by Senator
Ribicoff for a guaranteed minimum income of $1.60, increasing as
this minimum would increase over the coming years.

These public-service jobs again are not solely a cost because, again,
all the money that would be paid out to these people is again being
reinvested and is creating additional jobs for future people, for other
individuals who will be again paying taxes.

Another point that I would like to address as we look at work incen-
tive is the whole problem of child care, and we urge that the Secre-
tary of HEW be charged with the responsibility to establish some
minimum standards for these child-care institutions, either if the
mother is going to be forced to work if she is able to do it, on her own
incentive.

In a recent study that HEW published concerning myths and facts
about welfare, so many of the mothers were looking for work that
some 40 percent would accept work if only there were sufficient child-
care agencies to handle their children so that they would not be forced
to assume that responsibility all day. And already there are over 20
percent of the welfare mothers who are either working full time or
in training for the same.

As we again look at welfare incentives, I would like to call your
attention to the concept of disregarded income, wherein as now pre-
sented, some $720 of annual income, plus a third of the remainder,
would be disregarded in the various welfare grants, the various assist-
ances, which would be given; and let us look at the hidden costs of
welfare of the child-care costs which will, in part, have to come out
of this money, of the taxes and social security which will be lost, at
least for a time. They may get them back in the first part of the coming
year, but the level at which they are working is 'barely subsistent now
and the level of the grants is a bare subsistence, very much below an
adequate level.

Further, consider the additional costs of just travel to a place of
employment, the costs incurred in dressing to work at a place of em-
ployment, which are not reimbursable, as now outlined.

Rather, I would like to see us look at a concept of net income for
a work incentive program. rather than the gross income as now out-
lined with these expenses which would be either reimbursable or would
be further disregarded in looking at income.

I guess in final statement, I would like to reflect back on the con-
cept of looking at changes and the reform in welfare as an investment
in the future that we are goine to have to spend money now, either
work incentive programs--but I say work incentive programs where
it is an incentive, not a forced situation for these people-or in putting
money out for assistance. to youth and children so they will not be a
burden to us in future years. Thank you.

The (TAYRMAN;. Thank you. Sir. Iam leased to hear your view.
Mi'#ht I just ask you to read a little bit of the other side of the story

and let me have your comments after you have studied it. You can't
read this in just a minute.
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This was a statement that was made before our committee. I would
like for you to particularly look at the subject discussed in this paper,
on the problem of the absent father and the nonworking mother, and
let me have your reaction to that.

(Mr. Banaszynski subsequently submitted the following comments:)
To: Senator Long:

The problem of the absent father is to a significant degree, that of our failure
as a government to provide adequate incentives and employment for the male
before he is faced with overwhelming family obligations.

Further, state requirements which limit, severely, the amount of assistance
available when a man is in the house.

THOMAS J. BANASYNSHI, NFSSW.
The CHAIRMAN. BasicalW, to me and to a lot of others, the problem

is trying to get people to p the-m-selves and trying to help them do
what you think they ought to do, trying to get people who never
worked to take some kind o:F job for their own improvement and for the
benefit of their family.

Mr. BANASZYNSKI. I think, too. the problem is, we have to have those
jobs available. The work incentive programs, WIN programs.

The CHAIRMAN. That does not give me too much problem.
Mr. BANASZYNSKi. That has been oversubscribed for a long time.
The CHAMMAN. That does not give me too much of a problem. I am

perfectly content to vote for a large amount of Federal money to pay
100 percent of creating jobs, even if those are jobs that are marginal
and Jobs that we could do without. Let's just pay them to do something,
rather than pay them to do nothing.

The problem that con! M a few of us is what is -going to
happen to us when we make it more appealing for people to be on
welfare than to go to work.

Now, some people have never known what it is to acquire the disci-
pline of showing up every morning and putting in 8 hours of work a
day. At some point they have to acquire that discipline, show up for
work, do a day s work and get accustomed to it.

Mr. SANCHEZ. Mr. Chairman, could I just make a statement in
regard to that?

I am from Houston, Tex., and when I came home from Vietnam
just about a year and a half ago, I couldn't get a job. I had a bachelor's
degree and my mother, who is now 58 years old, didn't have a job. All
my realtives are very poor-under $3,000. We are Mexican-Americans
and I spent with my mother about 5 months looking for a janitor's job
in Houston. After 5 months, and we went to about between 45 and 50
different offices, trying to get a $1.10-an-hour job; we finally found it.
Here it wasn't a question of whether my family, including myself,
wantedto work-we wan e dWrk, We certainly did, -but the jobs
just were not there in Houston. And it is the same case, I think, with a
lot of my people, the Chicanos in the Southwest where we have a
heavy labor market, especially with illegal aliens coming In from
Mexico and the jobs just are not there.

The CHAIRMAN. Well, I voted for a measure to provide 500,000
public service jobs, the Federal Government paying the entire cost of
it. The President vetoed it but I favored it. I would be glad to vote
for it again and vote to provide day care. I would hope we could give
working mothers and people who are members of families on welfare,
because.they need it, a preferefice at those jobs that could be made
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available in day care centers. Give them a preference for the jobs that
don't require a good education or a lot of skill; earmark those for
working mothers.

This is not the real problem to some of us. I think the problem so
far as the majority of us on this committee and so far as the majority
of us in the Senate are concerned, is that we want to see people do
what they can to help themselves and we are quite willing to tax the
people of this country to do what is necessary to see that the jobs are
there.

But, havingmade 1obs available to people, we think they should take
them rather than cal ing upon the taxpapers to support them entirely.

You talked about some of your people working and making only
$3,000 a year. Well, I Would be willing to vote to help those who have
large families if that is all they are making. I would certainly rather
help them that- way than I would to help them when they turn down
jobs making $3,000 a year and expect us to pay the entire thing.

What is your reaction to that?
Mr. SANCHEZ. Well, personally, I have never met any of my chicano

people who would turn down a ]ob. Do you realize how many migrant
people there are? They go up to Michigan and Illinois to pick the
crops. You know we consider ourselves fortunate if we migrate from
south Texas, for instance, with a few d-ollars in our pockets and
when school begins in October or November and come back with $40;
we would rather do that than go on welfare. But, again, because you
know there are no jobs in the Southwest we are forced to go to Wash-
ington, to the Midwest, to pick the crops.

As I say, I myself am 31 years old and I have not run across any-
body who would refuse a job if the job were there, evenat $1.10 an
hour.

The CHAnIMAN. Thank you. Thank you very much.
(Mr. Banaszynski's prepared statement follows:)

STATEMENT OF THOMAS J. BANASZTNSKI, PRESIDENT, ON BEHALF OF
NATIONAL FEDERATION OF STUDENT SOCIAL WORKERS

Gentlemen, we address you today as representatives of the National Federa-
tion of Student Social Workers. We are concerned with improving, the stand-
ards of our profession to aid individuals to cope with fundamental human
needs, and to take necessary steps to insure that end. Thus, we today concern
ourselves with Mr. Nixon's attempt to reach out to the poor and indigent through
his Familly Assistance Plan and Opportunities for Families. The poor are with-
out even the minimal level of income and security to promote social and physical
well-being; yet these poor have struggled to qttain this status of well-being'In
1966, some 70% of the heads of poor families 'worked, % of them full time; yet
they were earning less than even $1.60 per hour. Today the desire, to support
their families through their own initiative has not changed.

The work' Incentive Programs have been over subscribed. Mothers want to
work, and do, or would, provided there were adequate means to meet their needs
at home. (A recent survey published by Society magazine, February, 1972,, notes
that 80% of unemployed males want work, with most of them in training pro-
gramq: wh!le more than 20% of female family heads are working, with another
85-40% desirous of the same provided adequate training and child-atring faeili'
ties were available.) Further it must be noted that the concept of the poor as
being cheats is inconsistent with the available data: In 1970, HEW published its
statement on fraud in Public Assistance, noting'that "in 1969, about 0.3% (3 cases
in 1,000) of aTtindividuals and families in Aid to Blind, Disabled, and Dependent
Children programs were considered by state agencies to be suspected of fraud."
(U.S. Department of Health, Education, and Welfare, "New methods of dealing
with questions of recipient fraud in Public Assistance," 1970.)
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The poverty of these people strikes hardest at their children, whose potential
to escape poverty and to produce in the economy is stunted before they have a
chance to recognize the alternatives. Poor diet and nutrition and care in the early
years carries with it a lasting effect. It is one which will continue to burden the
nation and its economy. The Administration's Family Assistance Plan begins to
cope with some of these problems. Yet this program is but one of bare subsistence,
much below even the current poverty standard ($3,720) for minimal productive
living. While the proposed Assistance for the Aged, Blind, and Disabled takes
steps to cope with the pervasive increases in the cost of living, FAP and OFF
make no such provisions, nor do they offer provisions to cover single individuals
or childless couples. We would offer that this is discriminatory toward persons
whose disabilities are not overt, but whose suffering is equally as far reaching.
Should these persons and their children who are unable to move fnto the work
force, be subjected to further Indignation and pain? Thus we urge you to look
seriously toward Implementing the amendments introduced by Senator Ribicoff
which would raise the initial federal payment level to $3,000 for a family of four,
with the goal of reaching the recognized level of poverty. While the figure of
$3,000 may be unrealistic at this time, the essential component is that a timetable
be established which would provide that within five years, all persons In this
nation be able to live in a state of income security and social well-being.

The cost of any of these programs will be great, yet the federal government Is
the only agent capable of sustaining such a program. The concept of using Work
Incentives to provide for producers in our economy rather than consumers can
alleviate these costs. But the method of forcing a man to accept a job, solely
because It Is available and meets minimum standards, eliminates a person's basic
freedom of choice, other than the one of working or facing loss of assistance.
This end does little to respect the desire for self-sufficiency among people. Above
we noted the numbers of able adults seeking, or desirous of seeking employment.
Given the opportunity, persons will accept and produce in the working world. A
recent study in New Jersey on a Graduated Work Incentive Experiment notes
that the data suggest that:

"There is no evidence that work effort declined among those receiving income
support payments. On the contrary, there is an indication that the work efforts
of participants receiving payments increased relative to the work effort of those
not receiving payments." (Office of Economic Opportunity, February, 1970).

Thus in light such findings, and through our owif experiences in coping with
the employment problems of indigent clients, we urge this Congress of the
United States to design a Work Incentive Program which provides adequate
stimuli and resources for sustained employment, but which respects the basic
desire of persons to be self-sufficient.

Still, whatever course this Congress should follow, It Is imperative that em-
ployment be available at or above the "guaranteed" minimum of $1.60 per hour.
Senator Ribicoff has introduced an amendment to the Social Security Amend-
ments of 1971 which would secure this minimum wage for employees. We concur
with Mr. Ribicoff In this position.

Consider also, if you will, what is hidden in disregarded income, which may
seem small in comparison to total income, but which can seriously jeopardize
the improved living standard at which the Opportunity for Families is aiming:
the taxes and insurance, deducted and lost, at least for a time, from one's income;
the work related expenses, such as travel and clothing and food; the non-reim-
bursable costs for child care. Therefore, it is our Intent to urge you to adopt an
income disregard program based on net income rather than gross Income.

While the U.S. economic system has long been inured to the value of private
employment, it has not been capable of absorbing a multitude of persons seeking
employment. With a forced work program, the current unemployment level of
approximately 6% will necessarily grow significantly, unless the federal govern-
mert is capable-of taking a dramatic lead in employing indigent persons. The
current project goal of 200,000 Public Service jobs will scarcely dent the more
than 1.2 million persons eligible for work under the Opportunities for Families
Program. While Senator Ribicoff's amendment to create 300,000 Jobs in Public
Service is an improvement, even this number is fraught' with limitations. These
figures are especially limiting when the goal is to make these positions temporary
In order to feed these persons into a labor market which cannot today cope with
the available manpower resources. The tact of basing full employment for all
persons desiring it in the private sphere has not proven possible even in our most
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burgeoning economic years; such that there is little supportive evidence that this
reality will change in the next few years.

Yet many positions can and must be made available to Indigent personnel
within the domain of the current proposal, notably as para-professionals within
child care and in the administration of the Family Assistance Plan and the
Opportunities for Families. But this will be only a beginning.

And as we note child care, let us call attention to the lack of minimum stand-
ards for Child Caring Institutions within the current proposal. As women with-
children will be expected to accept job training and employment, it is essential
that the Secretary of Health, Education, and Welfare build minimum standards
into any proposed Child Care project.

The move from a service program of assistance to one which guarantees a
minimum cash base is a positive step to alleviating poverty. Yet, as now outlined,
this proposal of the Nixon administration is also fraught with discrepancies and
discriminations which will continue to retard the move of individuals from a life-
of poverty to one of production and well-being. Thank you for your attention.

The CHAIRMAN. The next witness will be Francis Moss, consultant,
of the Santa Cruz Child Care and Pre-School Pro rams Commission.

If the witness is not present, then that will conclude this morning's
session.

We will stand in recess until 10 a.m. tomorrow.
(Whereupon, at 11:50 a.m., the hearing was adjourned, to recon-

vene at 10 a.m., Tuesday, February 1, 1972.)



SOCIAL SECURITY AMENDMENTS OF 1971

TUESDAY, FEBRUARY 1, 1972

U.S. SENATE,
COM3hITTEE ON FINANCE,

Vashington, D.C.
The committee met, pursuant to recess, at 10-:05 a.m., in room 2221,

New Senate Office Building, Senator Russell B. Long (chairman)
presiding.

Present: Senators Long, Anderson, Talnadge, Ribicoff, Byrd, Jr.,
of Virginia, Nelson, Bennett, Curtis, Miller, Jordan of Idaho, Fan-
nin, Hansen.

Also present: Senator Goldwater.
The CHAIWMAN. I am going to call the committee to order. Other

Senators will be coming in from the Presidential prayer breakfast
and elsewhere as we go along. We are going to have some very in-
teresting witnesses toay and I am sure that the Senators would like
to ask a number of questions and comments on the statements of the
witnesses, in particular, the first witness, the Honorable Ronald Rea-
gan, the Governor of California, who has made a very interesting con-
tribution to this whole program and has made great efforts to try and
overcome what he and the people of California have found wrong
with the program.

Governor Reagan, we are particularly happy to have you here
today because of the efforts you have made to develop a work pro-
gram rather than to continue to build upon a program that encourages
people to quit work in order to obtain more and more tax-paid hand-
outs from the Government. So we very much welcome you here to-
day and the Senators, I am sure, will follow with interest what you
have to say. We would like to explore with you some of your thoughts
in this area.

STATEMENT OF HON. RONALD REAGAN, GOVERNOR OF THE STATE
OF CALIFORNIA, ACCOMPANIED BY ROBERT CARIESON, DIREC-
TOR OF SOCIAL WELFARE

Governor REA6AN. Thank you Mr. Chairman and members of
the committee. I appreciate the opportunity to testify here today
particularly since I have never before had thi3 privilege and honor anJ
also because I consider the welfare problem the gravest domestic
issue our Nation faces.

Two years ago welfare was out of control nationally and California
was no exception. At that time, H.R. 16311 and later H.R. I were
presented as a solution to the problem. One of its authors responded

(1873)
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publicly to critical question by answering that "It's better than sitting
on our hands and doing nothing."

I share the President's desire to reform welfare and, certainly share
his belief that there should be a restoration of the work ethic. How-
ever, as you are aware, I have had some very serious reservations
about several of the approaches to welfare reform embodied in H.R. 1.

In August 1970, 1 presented to this committee a statement regarding
the version of H.R. 16311 which was pending before your committee.
Many of the provisions of that bill to which I objected in my state-
ment are in H.R. 1.

My remarks today will concentrate on six areas of major concern
I have with H.R. 1 and with the need for Federal action in achieving
real welfare reform.

I believe that: (1) States are better equipped than the Federal Gov-
ernment to administer effective welfare reforms if they are given
broad authority to utilize administrative and policy discretion.

(2) A system of a guaranteed income, whatever it may be called,
would not be an effecitve reform of welfare but would tend to create
an even greater human problem.

(3) A limit should be set on the gross income a family can receive
and still remain eligible for welfare benefits.

(4) For all those who are employable, a requirement be adopted that
work in the community be performed as a condition of eligibility for
welfare benefits without additional compensation.

(5) The greatest single problem in welfare today is the breakdown
of family responsibility. Strong provision should be made to insure
maximum support from responsible absent parties.

(6) A simplified system of pensions should be established for the
needy aged, blind and the totally and permanently disabled.

In August of 1970 the size and cost of welfare had grown into a
monster which was devouring many of California's programs and was
failing to meet the needs of those who, through no fault of their own,
have nowhere else to turn but to government for subsistence. We didn't
just become aware of this problem in 1970 but our earlier efforts to
deal with it weren't too successful, perhaps because we relied on pro-
fessional welfare experts to propose solutions and all too often they
were more familiar with what they were sure they could not do, rather
than perhaps with what they could do.

The situation became worse instead of better. Finally, to avert a
fiscal and human disaster, I -sked several members of my administra-
tion, who had proven themselves in other State administrative posts,
to form a task force and to devote full time for as long as it took to
see if and how real reform of welfare could be developed and imple-
mented. They expanded their task force to include experienced at-
torneys and other management and fiscal experts from the private
sector. These men and women served on a volunteer basis for 4 months
reviewing Federal laws, State laws, and Federal and State regulations.
They interviewed over 700 people involved in administering welfare
in California at all levels and developed proposals and ideas for a
realistic and humane reform of welfare.

In early March of 1971, not quite a year ago, we presented the
legislature with the most comprehensive proposal for welfare reform
ever attempted in California and perhaps in the Nation. All in all,
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there were over 70 major points involving administrative, regulatory,
and legislative changes.

We had already gone ahead in January with those changes we
could make administratively and we continued through the spring
and summer until the legislature finally agreed to most of the statu-
tory changes we had asked for, plus others which were negotiated
with them.

It should be pointed out that we were- not exactly exploring un-
charted land. Our task force findings had led to the conclusion that
the basic original structure of the welfare system was sound. It was
based on a concept of aid to the needy aged, the blind, and disabled,
and'to children deprived of parental support. Able-bodied adults
were expected to support themselves their children, and their aged
parents to the extent of their ca abilities. The system was meant to
be administered by the States ans counties with the Federal Govern-
ment sharing the cost.

But we had also learned that, almost from the start, this basic
structure had been undermined, sometimes by Federal or State law
but more often by regulations, State and Federal. Regulations drawn
up by the Federal agency administering welfare reflected the philos-
ophy of the permanent employees rather than an interpretation of
the law. Thus the original legislative intent was often distorted.

Back in January when we began, there were plenty of experts
telling us that no State could reform welfare, that the statutory, regu-
latory, and administrative constraints were too many and too in-
flexible. Figures now indicate that they were very wrong.

According to HEW, national welfare and medicaid costs combined
increased last year by 27 percent. In California we estimate an in-
crease in welfare and medicaid costs of only 5.9 percent for the coming
fiscal year and that does not tell the full story of what has happened

-and is still happening because of our reforms. We7 suspect we may
be playing it too safe. We are generous even in allowing for a 5.9
percent increase.

For several years, up until last April, California's caseload increased
more than 40 00O persons per month. This held true even when the
economy was booming and we had full employment. Our projections
were that by this last'becember we would have added another 319,000
to the rolls. Not only did this not happen, but in December we had
176,000 fewer welfare recipients than we had in March 1971. That
is a net gain or improvement, I should say of 495,000. In that 9 month
period we have reduced spending Federal, State, and local-by more
than $120 million below what it would have been without the reform.
Though the December figure increased by a few hundred recipients,
it was still 60,00.0 less than the increase in December of 1970 and the
lowest December increase in 30 years.

Because of these savings, we have achieved one of our primary
goals; we have been able to increase the grants to the truly needy.
An AFDC family of four, to cite an example, receiving $221 last
spring now receives $280 a month. A cost-of-living increase was
granted in December to the aged, blind, and disabled. In the current
fiscal year we will spend $338 million less in Federal, State, and
county funds than would have been necessary without the reform. In
our 1972-78 budget, beginning in July, we are asking for $708 million
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less than would have been required without reform, and let me point
out---

The CHAIRMAN. How much is that figure?
Governor REAGAN. $708 million.
The CHAIRMAN. You are asking for $708-did you say 700 or seven?
Governor REAGAN.$708 million less.
The CHAMMAN. You didn't say seven or eight; you said 700 or 800.
Governor REAGAN. $708 million.
The CIAIRJMAN. Some $708 million less.
Governor REAGAN. Then we would have without the reforms.
The CHAIRMAN. And that all involves reforms instituted at the

State level you are telling us, as I understand it?
Governor REAGAN. That's riazht.
Senator CURTIS. Mr. Chairman, may I interrupt right there?
There would be a corresponding saving to the Federal Government?
Governor REAGAN. Well, 50 percent of that or $354 million of that

is Federal money that is being saved; we can't save a dollar without
saving you one, too, and we don't mind doing that.

But let me stress once again, the important thing in doing this is
that we didn't find any new, mavic formula; we simply overhauled
the present structuraly sound wefare system. We insured adequate
aid to the aged, the blind, the disabled, and children who are deprived
of parental support and reduced aid to the nonneedy with realistic
work incentives so that funds could be redirected to the truly needy.
We define the truly needy as those people who have no other sources of
support except their welfare grant.

Our program requires employable recipients to accept work if offered
,and that it jobs are not available to work in the community in order
:to remain eligible. Absent fathers are now legally indebted to the
county for benefits paid to their families with a p provision for wage
attachments and property liens, if necessary. Fiscal incentives are pro-
vided to help counties trace absent fathers.

But maybe most important is the fact that the California plan
retains most of the administration and responsibility for an effective
and efficient welfare program at the level closest to those who benefit
and closest to those who have to pay the bill.

The members of our task force found that with provision for rea-
sonable -administrative discretion, combined with fiscal responsibility
and discipline, the most effective administrative efforts in California
were those carried on in the medium and smaller sized counties. We
retained the concept of State supervision and county administration
of welfare on a partnership basis.

In spite of our reforms, many of the greatest loopholes which still
permit abuse, inhibit effective State action and which have led to a
loss of public confidence, remain in Federal law and Federal regula-
tion, mainly regulations. We see a fiscal and administrative disaster if
the administration of the welfare system is centralized here in Wash-
ington as proposed in T.R. 1. As yoi have already heard, HEW claims
thi,)t T-T.R. 1 would save California $2,34 million; actually, it wouldl
increase our costs by nearly .100 million.

We are presently being challenged in court on nine of our 84 changes
on the. grounds that. we are in violation of Federal law. Regardless of
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-the outcome, we believe we are not in violation of congressional in-
tent before it was reinterpreted in regulations.

To get back to the matter of H.R. 1, I respectfully urge this com-
mittee to eliminate the proposal to provide welfare benefits to intact
families with employed fathers. I am not unaware of nor insensitive to
the plight of the low earner, but I believe relief to those families can be
provided in the form of social security and income tax exemptions.

It doesn't seem right to reduce a man's take-home pay with taxes and
then send him a government dole which robs him of the feeling of
accomplishment and dignity which comes from providing for his
family by his own efforts.

By the same token, we feel that the able-bodied recipient should be
given the maximum opportunity to support his family by doing work
in his community which will benefit the community. At the same time
it develops and maintains his ability to perform effectively in a regu-
lar job when it becomes available. We don't suggest this in any punitive
way nor are we advocating useless makework chores. Not only will the
individual benefit from participating in useful work but those who foot
the bill will also be more apt to approve if they see community services
being performed.

If I could anticipate a possible question concerning the usefulness of
such a community work force, let me just mention one of the many
possibilities. The Los Angeles school system reported last week that
vandalism was costing that one city alone $50 million a year, that is,
school vandalism. Night watchmen might change that.

I was pleased to see that the Talmadge amendment to the tax bill
was adopted by Congress and signed into law by the President. Most
,of the features of the Talmadge amendment parallel very closely the
separationn of employables" portion of our California welfare reform
program; however, many of the so-called work incentives in the pres-
ent system, and in H.R. 1, as passed by the House of Representatives,
continue to insure aid to the nonneedy, and able-bodiedadults are not
reared to work in the community.

e recommend that a realistic and absolute ceiling be placed on the
income that a family may have and still be eligible for welfare. The
- experts tell us, on one hand, and I believe them, that all but a few
welfare recipients would prefer to work if work or jobs were available.
Yet, on the other hand, they tell us that we cannot expect someone to
be willing to take a job or go to work if his welfare grant is significantly
Diminished.

These expert opinions obvously are in conflict. I propose a com-
bination of work incentives including a mandatory work requirement
and, in the case of a mother-headed family, reasonable child ca-re
expenses and a portion of her income could be exempted until she
had stabilized her work situation. However, an absolute ceiling on
the gross income a family may receive and still be eligible for wel-
fare, we believe, should be set at 150 percent of the standard of need.
The proposed limitation of work-related expenses contained in H.R
1 should be retained.

We believe that the present grant-sharing ratio between the State
and the Federal Government should be retained; however, since eli-
gibility of 85 percent of the caseload is due to an absent father, real
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fiscal relief can be provided the States by helping them solve this
problem. We propose that the Federal Government adopt a plan simi-
lar to California's which 'w6uld finance the effort to locate absent fa-
thers and enforce compliance with the child-support laws. The best -

source of funds would be to permit the States or counties to retain
100 percent of the Federal share of grants recovered through collec-
tions from absent fathers and through efforts of fraud-control units.

I support the concept of a simplified system of pensions for the
needy dged, blind, and totally and permanently disabled. Sums of
money spent on costly and complicated eligibility and grant deter-
mination systems for these categories would be better spent in in-
creasing benefits to these people, many of whom have provided ade-
quately for themselves during their productive and working days,
but who have found that inflation has wiped out the fruits of their
past accomplishments.

The effectiveness of the States and counties administration of wel-
fare has come under heavy criticism and attack. Perhaps in a num-
ber of instances this may be justified; However, it is almost impossible
to hold a State accountable for effective administrative practices and
policies under the present straitjacket of Federal statutes, court in-
terpretations, regulations, and abuses of administrative discretion.
Give the States the broadest authority to administer the system with
proper goals and objectives and then hold us accountable for our
effectiveness in meeting these goals and objectives.

Senator Curtis' approach in S. 2037 to severely constrain the power
of Federal administrators and return authority to the States is defi-
nitely going in the right direction.

I am submitting at this time to you a more detailed listing of
amendments that We would offer to H.R. 1 and urge your favorable
consideration of them. They are the product of our experience with
an actual reform program that is succeeding in California; they are
not based on theory.

I believe that we have demonstrated in Califorina that a respon-
sible approach to reform of the present welfare system is possible
and that given the tools, discretion, and adequate financial assistance,
States and counties are in the best position to provide a welfare system
patterned to meet the real needs of those in America who, through no
fault of their own, have nowhere else to turn but to government.

What California has done, other States can do.
Welfare needs a purpose: To provide for the needy, of course, but,

more than that, to salvage these, our fellow citizens, to make them self-
sustaining and as quickly as possible, independent of welfare. There
has been something terribly wrong with a program that grows ever
larger even when prosperity for everyone else is increasing.

We should measure welfare's success by how many people leave wel-
fare, not by how many more are added.

Thank you.
The CHAIRMAN. Governor, thank you very much for a truly mag-

nificent statement. At this point, Governor, in my judgment, you have
made the most encouraging and most logical as well as the most elo-
quent statement of any of the government witnesses. I think the best
statement made by one of the public witnesses came from Mr. Roger
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Freeman who has been studing this problem out in Palo Alto, Calif.
I imagine you probably know him because of his view about the
desirability-

Governor REAGAN. I do.
The CIHAMMAN (continuing). Of working and the fact it improves

people's whole outlook toward life. His thoughts are pretty well spelled
out in his statement.

I read everything he had in his prepared statement and I am going
to do the same thing with yours.

I really congratulate you on what you have been doing out there,
trying to put people to work rather than just loading these rolls down
with people who prefer to leave their children and put the burden of
supporting those children on the backs of other workers.

I)o you find that the people of California seem to approve that ap-
proach, Governor, that is, the general public?

Governor REAGAN. Oh, very much so. As a matter of fact, some metro-
politan newspapers out there took polls when we were instituting our
welfare reforms, particularly on the matter of our proposal for a com-
munity work force, and, surprisingly, I don't think any other polls
have ever matched these; they crossed all party lines and they came
out with 90 percent of the citizens approving people working in return
for their welfare grant.

The CHAMMAN. You tell me that your estimate is that you have man-
aged to save the taxpayers, Federal and State, about $700 million a
year by trying to get people to work, and that is in spite of these regu-
lations that HEW can put on you trying to force you to load these
rolls down with people that your State does not think ought to be there;
is that correct?

Governor REAGAN. Yes. As a matter of fact, our welfare reform is
not complete. We haven't been able to implement these things that
are being tested in court and we still are trying to work out permission
for a demonstration project on a community work force. That has not
been started yet and we believe the savings will be even greater if
we could have the rest.

The CHAIRMAN. As you know, you explained to this committee in
an informal meeting with other Governors what you were trying to
do to put people to work for their own improvement as well as for the
good of the State and of the Nation; and everybody in the room at
that time agreed that we ought to ask that you be given that powe'r-
go ahead and do that, with cooperation by'the Department of HEW.

Have they given you this cooperation?
Governor REAGAN. Well, as I say, we are still-that was a year ago.

I remember in our meeting a year ago January-we are still negotiat-
ing on that and we have submitted a request now that has been re-
duced from what we originally would have liked to have tried, but it
will be in clusters of counties'to be typical of our State, urban coun-
ties, rural counties, counties up in the mountains and cattle country
and so forth. We are asking for that. It would make eligible about
58,000 heads of families to take those jobs if we could get this
permission.

The CHAIRMAN. What you are trying to do is to implement the
workfare approachI

Governor REAGAN. Yes.
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The CHAIRMAN. Yes; and you testified here that there are nine-
points in which HEW is threatening to rule you out of compliance
and cut off half the money available to.you if you put those nine
features into effect. Are some of those nine features important and.
significant?

Governor RFAGAN. Yes, very much so.
The CHAIRmAN. Would you name one of them that is significant,

important to you if you are going to put people to work?
Governor REAGAN. Well, now, let me ask for sorhe help here. These

are the court cases, s6 this is not 1HEW that is doing this; but the
charge in these cases that has brought them into court is that we are
out of conformity with the Federal law. This is why we cannot do
it. We believe-we don't believe we are and we simply believe that this
could be rectified in, say, the coming bill; this would make these court
cases unnecessary.

Now, there has been no ruling; we have not lost these cases as yet
but in the meantime there are stop orders preventing us fjom imple-
menting the orders until the courts can decide.

The CRAIRMAN. If we can, Governor, we will amend all our laws
on which our poverty lawyer friends are relying to try to kee ) us from
putting people to work. That will make them file their court cases all
over again. At least, we can do that much.

Governor REAGAN. Well you are right about one thinz: all of the
cases have been brought by OEO-funded lawyers.

The CHAIRMAN. Plus that, Governor, if 'I have any influence, we
will amend this bill to say that none of these lawyers who are paid
either directly or indirectly by the Government, can file any lawsuit
against a State to make a' State do things that the States *feel they
should not. do, or to prevent the State from doing things they think
they should do. We will require them to get the approval of the Secre-
tary of Health, Education, and Welfare or the Attorney General and
that he notify us before we give them that approval to use Federal
money to go out and sue the States or sue the Federal Goverjnment.

Do'you know in some cases we have had these poverty lawyers actu-
ally suing us? Can you imagine anything as idiotic as hiring a lawyer
to sue yourself? [Laughter.]

Well, now, how do you feel about this one: Here is a court of ap-
peals in Maryland. They have ruled that you can't take people off
the welfare rolls because the father is out on strike or because he is
fired for cause.

How would that help your program?
Governor REAGAN. Well this is one of the provisions that we think

has to be determined -and I think this is in our recommended amend-
ments here, that naturally, men who are on strike or people who are
on strike should not become eligible for welfare; and yet this has be-
come, very important strike strategy, part of strike strategy.

The CHAIRMAN. If this is in the law, if this decision is to stand and
as of now this is the law, doesn't that make H.R. 1, potentially a ,$4
billion investment in prolonging strikes.?

Governor REAGAN. Yes; there is no question about it.
The CHAIRMAN. Because in the last axlalysis strikes tend to last

until one side or the other finds that it is time to go back to work and
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open tie plant up. So that $4 billion iMnestment inl H.R. 1 could very
well be sued as a $4 billion strike subsidy fund.

Now, we are told by HEW that fraud exists in just 1 percent of
cases. Is that the problem, as you understand it?

Governor -REaCAGAN. No, sir. As a matter of fact, we believe that the
HEIV 1-percent figure is basel on convictions for fraud but that
doesn't take into account the fraud that takes place and is just never
caught, never tried, never challenged.

We in one area of California, when we were instituting our reforms
or drawing up our reform plan, our task force found in an area that
had about 40 percent of the total workload, our estimate of fraud
from working with the county welfare professionals in that field, was
around 16 percentt in just that one area.

Now, we know in the neighboring State of Nevada the Governor
of Nevada, where in that. smaller State thev were able to make On
a(tial holuse-to-house check of welfare recipients, they caie up with
I etter tlan 20-percent fraud.

Tlle C1.mAvn1Ax. Well. they found 1.) percent were getting more than
you thought they should be. getting. I think, about 22 percent were
ineligible totally but over 15 percent were 1)eing overpaid, as I under-
stand it?

governorr REAGAN. Yes.
The CIrA1,1N[A.N. After HIEW and the National Welfare Rights

Organization got through making their celebrated calls and holding
hearings and so forth, it is now my understanding that the Governor
of Nevada has given them hearings and all but 6 percent of the people
le took off the rolls are back on the roll, didln'tbelongthere?

Governor REA.GAN. That's right.
'I'lle CIT,\M.X. So that would indicate if you are talking about

somebody you have convicted and put in jail, that is an entirely dif-
ferent matter: isnt it?

Governor l REAGAN. That's right. Mr. Chairman, and beyond the
actual fraud, the outright fraud, there is what I call the legal frauld,
people who are technically, legally eligible for welfare under the
generous interpretation of the regulations, depending on the areia in
which they are getting it and yet people in California that we fomtid
learning as much as $1,000 a month and continuing to get virtually
their full welfare grant.

ThM (.nAnIRMrN. Seventy percent of these families have a father
somewhere who presumably is capable of working or is in fact work-
ing, who could be making a contribution; are vou aware of that ?

Governor RAGAN. Ye., sir. In Los Angeles County, after we insti-
tiited t hiA welfare refort'n. on one particular weekend locally they
.staged a roundup and an arrest of about 55 working fathers-some

of them were professional men who wereinot contributing to the sup-
port of their ehildren-who were getting welfare. And the surpris-
ing thing was that in the next few'weeks after that much publicized
roundup, something like '00 came in voluntarily and decided not to
wait for the knock on the door. But we estimate in California 85
l)ercelit.pThe CHAIMAN. Thank you very much. Governor. I would like to
interrogate you further, buit I know other Senators are anxious to ask
you questions.
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Senator ANDERSON. I think it is a very fine statement the Governor
made.

The CHAIRMAN. Senator Curtis?
Senator CURTIS. Governor, we are delighted you are here. I am

sorry I was a bit late. I went to the prayer breakfast and I was de-
lighted to see so many people were out at the meeting but it was diffi-
clt to get away from the hotel and I was late.

You have given us a splendid statement and I know the thorough-
ness with which your administration has approached this problem
and I want to say if your staff will place in my hands the suggested
amendments to .R. 1, at some convenient time-it doesn't frave to
be done this moment-

Governor REAGAN. Those are in our presentations, Senator.
Senator CURTIS. They are here?
Governor REAGAN. Yes.
Senator CURTIS. We will see they are offered and printed and pre-

sented to the committee, printed as amendments, not just in the
hearings, so they will be at hand when we consider the bill.

Welfare or relief, by its very nature, is taking care of the needy and
preventing human suffering; isn't that correct?

Governor REAGAN. Yes, sir.
Senator CuRTIS. Do you feel that to do the right job for the really

needy there should be an involvement of both States and localities in
this task?

Governor REAGAN. Very much so, with administration at the county
level. We, ourselves, in our reforms in California rejected even the
idea that the State should take over from the counties and admin-
ister it.

Senator CURTIS. Well, it is refreshing to see a Governor of the
largest State here making these recommendations and not just coming
in and asking Uncle Sam "to relieve us of this whole burden entirely;
just take it out of our budget and put it in your own," because not
only does that create some problems budgetwise for the Federal Gov-
ernment but also it will lead, in my opinion, to an expensive, cumber-
some, inflexible system that will be lacking in human kindness and
neighborliness of administration so far as our really needy are con-
cerned.

I would like to ask you what experience have you in California
with locating absentee fathers who abandon their families and refused
to support them even though they are working and are able to con-
tribute support; and, secondly, how do you go about making them
financially responsible after you locate them?

Governor REAGAN. Well, I gave the example a moment ago of the
experience in Los Angeles County. But what we have done and what
we are proposing here in our amendments, the fact that the counties
whom this comes under their purview, their county attorneys' offices,
are the ones who have to go out and apprehend these people, find them,
investigate and locate them; and this has been a costly burden and the
counties just can't take on the'staff to do it.

But what we have done is say to the counties in our reform that
the money that has been going to their families in welfare constitutes
an obligation, a debt, of this working father and when the counties
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catch them the counties now can keep three quarters of the State share
of the welfare money because the county has been sharing with us the
expense of paying out. The result is that the counties now are able to
afford this. There is an inducement; there is an incentive for them
because they get money themselves and the county gets the money
not only to pay for the added staff but, more than that, to recoup some
of the money they have been paying out in welfare; and then you
invoke the regular laws of child support and so forth when you find
that the man is actually employed and just hasn't been contributing.

Senator Cutis. And your suggestion is, to this committee, that we
take some comparable action from the Federal standpoint?

Governor REAGAN. Yes, sir.
Senator Cuf Trs. To return the money that is recovered to that level

of government which brought the action?
Governor REAGAN. Let tihe county keep the Federal share as well as

the State and county share of the welfare grant.
.Senator CURTIS. Now, we hear often, and we all know that HEW

regulations have operated to make the task of the States more difficult
and you have covered it quite a little, but could you just cite a specific
example or two where HEW regulations have just made your task
more difficult? -

Governor REAoAN-Wt-IFn-e, of course, the most obvious is in the
301/3 and the work-related expenses for people who get jobs and also
retain their welfare grant; and this is the one in which, as I mentioned
a figure before, even $1,000 a month income can still be so reduced by
formula for determining eligibility that the person winds up getting
a full grant.

One of the most glaring of these we had was a woman who had a
job at around $540-odd dollars a month and she got a raise in pay and
succeeded-in getting a raise in the welfare grant by virtue of the raise
in pay, because with the raise in pay she went out and bought an auto-

ile and the monthly payments on the automobile were recognized
as transportation expenses. Since the payment on the automobile was
greater than the amount of her salary increase, this further reduced
ler eligibility income and she thus received also a raise in the welfare
grant.

Senator CURTIS. I am quite familiar with what you are talking
about. These arose out of the 1967 amendments by Congress. I didn't
support them and didn't vote for the bill, but they permitted certain
income to be disregarded. Part of the blame rests on Congress; but I
think it was by regulations misconstrued; even though I didn't vote
for it, I want to -say that in defense of Congress.

We provided in that law, that part of the disregard would be the
expense of working and then the one-third and so on. Under expense
of working I would guess that most Members of Congress had in mind
expenses getting to and from work and maybe lunch and uniforms and
what have youlut the reg ulations construed it to mean all deductions
from the paycheck, including Federal taxes, dues, everything. And I
presented to this committee a situation where there was an ablebodied
husband in the family working and his salary was almost $800 a month,
but the disregards amounted enough so he stayed on welfare. And the
welfare director in my State reported that the problem with the 1967
amendments was that noone ever left welfare.
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Governor REAGAN. Well, this lias been our concern. There are others.
There are regulations that have to do with checking eligibility, pro-
tectinY the sensitivity of the recipient, confidentiality regulations;
these Ilave been used to prevent us from even questioning someone,
taking their word they are eligible for welfare.

This led to the experience of a reporter for a San Francisco news-
paper who was sent out to simply see how he could get on welfare and
hie found that, he could (yet on welfare four times in one day in the
same office under four diferent names; just his word was taken. Con-
fidentiality-which keeps us from actually checking and from looking
;at income tax returns to find out on this eligibility.

We believe that a great deal of the reduction in the number of
people-this transition from 40,000 increase a month to an actual
4e li me a month, has simply been-you can't pinpoint it and say these
people were off because of this or that; we find that in a number of
eases this is just the change in climate, the fact that suddenly thiey
were aware there was a stricter interpretation. It is like New York's
experience of picking u ) the welfare checks and finding that 20 per-
cent of the people didn't come in for their check and you had to assume
that they probably weren't eligible and they were af raid they would
get caught now that. thev had to come in in pierson.

Senator Cuit'rIs. Others want to ask questions, but I will ask just one
more.

What do you think of the proposal that our distinguished colleague,
Senator Percy from Illinois, has offered?

Governor R.\.%N. I am trying to recall now one of the things; I am
not sure. Let me ask for a little help.

Senator Percy has asked in these proposaLs-this is the hold-h armless
clause. Well, of course, in a case like California with our declining
load, hold harmless would do us very much good.

Senator CURTIS; That was the proposal that was offered on the floor
some time back, and you point out tiat that would only benefit those
jurisdictions where the caseload was going up?

Governor REAGAN. Yes.
Senator CURTIS. That is all the time I will take, Mr. Cliairnmn.
The CHAIRMAN. Senator Talmadge?
Senator TALMADGE. Governor, I want to compliment you on your

statement. I certainly concur with your view that the welfare system
would be much better administered on the State and local levels than on
the Federal level.

I view with much interest your suggested amendment to correct
those regulations and laws that have made your burdens in welfare
reform so great. I found when I was Governor of Georgia the same
problem. Apparently HEW has a builtin bias that everybody ought
to be on welfare and no one ought to be questioned about it in any way
whatsoever.

Now, as you know, one of the grave problems in the aid to families
with dependent children program occurs when the father has simply
abandoned his family to let the taxpayers take over the burdens of
parenthood and support.

What would you think of a law to make it a Federal crime for one
to go into interstate commerce to avoid supporting his family?
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Governor REAGAN. Senator, I would have to think about that be-
-cause I know we already have laws about family support if we can in-
voke those laws against-

Senator TALMADGE. You have State laws?
Governor RAGAN. Yes.
Senator TALMADGE. We also have laws in Georgia. It is a mis-

demeanor in Georgia to abandon your family; but the burdens locating
someone who nmay be in Chicago are so great and the problems in-
volved in extraditing someone for a misdemeanor that these laws are
not enforced. We have Federal laws, as you know, making it a crime to
-steal an automobile and go into interstate commerce with it. We have
-also a Federal law-the Mann Act-making it a crime ot carry a
woman into interstate commerce for immoral purposes. The abandon-
ing father problem has reached such grave proportions that one of the
best remedies would be just to make it a Federal crime.

Governor REAGAN. Yes, sir; I understand.
Senator TALMADGE. In that way, I think it would make him consider

such action a little more cautiously.
Governor REAGAN. Yes, I see what you mean, Senator. I only

thought in terms of catching them within our own State, and you
now would plug the loophole of those who leave the State and cross
State lines.

Senator TALUrADGE. That is a problem. I will give you an illustration
I know of my own knowledge.

A good many years ago when I first came to the Senate we had a
house:oy who worked for me; he lived in our home. He had a nice
private room in the basement, with a private bath, radio and television.
All his clothing- was free, all of his shelter was free, all of his living
expenses and food were free; all he needed was his walking about
money.

He had been with me a month or two when I received a letter from
the solicitor general of my home county informing me that he had
a wife and children. They were living with their grandmother and he
wasn't contributing to their support. I called him in and said, "Look
here, you are in violation of the Georgia law for riot supporting your
family down there; let's make a deal now. Let me send half of your
pay home to your family and give you the other half. Does that sound
reasonable to you?"

He said, "Yes." So we reached that agreement.
But about 3 weeks later lie left; he didn't want to work for an em-

ployer who wanted him to help support his family. Ie wanted the
taxpayers to do that.

So we have got that problem multiplied by hundreds of thousands
of times throughout this Nation and that, it seems to me, is one of
the best solutions of how to correct it.

Chairmaii Long, I think, has made another good suggestion to put
all these people on the social security or the income tax computers so
we will have a record of all of them and be able immediately to find
out who has abandoned his family, and, if he is working, where he
is working and how much he is receiving and then we can take ap-
propriate action to try to make him responsible for his children's
support.
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Does that sound like a good solution to you?
Governor REAGAN. Yes, Senator; because that touches on one of

the hardest things. I have claimed no one in the United States knows
how many people are receiving welfare. They know how many checks
they are sending out, but they don't know how many checks may be
going-more than one check to the same person, and anything that
would lead to this, with regard to the misdemeanor and the felony
thing, yes, sir, and there are other areas.

For example, if you and I steal above a certain amount of money,
it is fraud and a felony.-In welfare, it isa misdemeanor, and I see no
reason why there should be a different law and a different level of law
for a person simply because they are needy.

Senator TALMADGE. I was interested in your testimony, Governor.
I believe you stated that a newspaper reporter in San Francisco, just
to determine how easy it was to get on welfare, got on welfare four
different times in 1 day under four different assumed names; is that
correct?

Governor REAGAN. Yes, sir. As a matter of fact, in the San Francisco
area, a-group of citizens became so concerned about this, they formed
an organization known as Cheaters, Inc., and they publicized this, and
they told the newspapers what they were going to do; they made sure
everybody knew about it. They also employed a lawyer to keep them
out of jail, because they didn't intend to steal money. But they set out
to find out how easy it was to get on welfare, never cashing any of the
checks.

They found the same thing was true. One woman stood in an office
with four little girls who belonged to her neighbors, weren't hers, and
testified she had five sons, and no one even bothered to ask her who
were the four girls and who were the five sons, and put her on welfare.
[Laughter.]

Senator TALMAIGE. How do you think that can be corrected by this
committee, Governor?

Governor REAoAN. Well, again, what we need is the right to ac-
tually-and as we are trying to do better now in California and have to
the limit of our ability-have the right to question eligibility, to inves-
tigate and determine and to look at the tax records, to find out if there
are relatives who can afford to support-all of these things that are
now covered by the regulations having to do with confidentiality.

Senator TALMADGE. Let me see if I understand you. You mean HEW
regulations are such that the State of California is not permitted to
investigate a proposed recipient to determine whether or not they are
truly in need? Does it go that far?

Governor REAGAN. Yes, sir. We have to take their word for it.
Senator TALMADGE. I appreciate your presence here today, and you

have made a great contribution to this committee.
Governor REAGAN. Sir, if I can add just one more on confidentiality

to show the height of ridiculousness it can reach: We had a county
welfare director in California, who asked for some information on
cases from his own employees, and they refused to give him the in-
formation on the basis that it would be violating the confidentiality
regulations; and he obtained a court order to get his own employees to
tell him about the cases, and then discovered why they were so reluc-



1887

tant, because his own employees were on welfare; in fact, 196 county
employees were drawing welfare.

Senator TALMADGE. Thank you very much.
The CHAIRMAN. Senator Miller?
Senator MILLER. Governor, it is a pleasure to see a former Iowan

here, and we look forward to your return later this month. You stated
that a family of four now receives $280 a month?

Governor REAGAN. Yes.
Senator MILLER. In addition to that, do they receive food stamps?
Governor REAGAN. Yes, sir. They would get a bonus of $108 worth

of food stamps, which brings them to $388 a month.
Senator MILLER. Well, that makes $3,360 per year on the $280 base.

Then you add the food stamps on top of that. Then they, of course,
receive medicaid?

Governor REAGAN. Yes.
Senator MILR. And in the case of some of them, they receive

public housing?
Governor REAGAN. I assume that is so; yes.
Senator MMLE. So the total package, the total assistance, that a

family of four receives is more than $3,360 a year?
Governor REAGAN. Yes, sir. As a matter of fact, just the food stamps

and the grant alone for that family of four is the equivalent of a per-
son earning about $508 a month on what this take-home pay wouldbe,

Senator MILLER. Now, under your program, do the working poor
receive any assistance?

Governor REAGAN. Well, they do under the present regulations.
Senator MILMR. Let's say somebody is working part time?
Governor REAGAN. Yes.
Senator MLLER. A mother with two children and receives $150 a

month.
Governor REAGAN. Well, they .do under the present regulations in

the 301A formula whereby they get work and continue to draw based
on the formula a percentage or all of their welfare grant, and it was
this--this is one of the court cases. We wanted to not eliminate but
simply reduce by implementing a more realistic work-related expense
idea; we wante4 to reduce this amount in order to have more money
for those who had no outside employment, and we are presently pre-
vented from doing that while the case is in court.

Senator MmLER. Well, I take it what you tried to do is prevent a
situation from arising where a person who is working full time and
is earning a certain level of income is not discouraged because some
other person who is working only part time receives earned income,
plus welfare, which exceeds the total income of the person who is work-
ing full time ?

Governor REAao . Yes, sir.
Senator MLmr You mentioned cost of living. I take it that Cali-

fornia is like many other States; there are cost-of-living differentials
among different parts of the State ?

Governor REAGAN. Yes.
Senator MILLR. Differences in San Francisco, for example, com-

pared to a rural area around El Centro?
Governor REAGAN. That is right.

,72-578-72-pt. 4 18
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Senator MiLLR. Does the State take into account those cost-of-
living differentials?

Governor REAGAN. This was one of our big problems, and let me ask
about this and what the situation was from people here from my staff.

This was one of our problems because we do have some areas with
a very high basic need. We are operating on an average, on a.State flat
grant need, I believe it is, $314 for that family of four; and our $280,
plus the food stamps, of course, goes up to $388 which puts us well
above the standard of need. ,

Senator MmLER. Well, the fact is that while it may be above the
standard of need, the family in San Francisco receives no more than
the family in El Centro?

Governor REAGAN. No; but the $388 is above even the highest stand-
ard of need anyplace in the State.

Senator MimLER. I understand that, but why should a family of four
living in San Francisco, where the cost of living is considerably
greater, receive no more than the family in El Centro?

Governor REAGAN. Let me ask what our reasoning was, Bob. The
answer I just received is, we flattened it out because the administrative
costs were so great and the differential was not that great within our
State; and so it would have eaten up, administratively, money that
could have been used for the grant.

The CIIAIRMAN. Governor, if you would like to have one or two of
your technical advisers sit and help you with some of these techni-
calities or have them sit beside you, you ought to have them.

Governor REAGAN. I sort of felt like I was out front of the troops
here. This is Robert Carleson, our director of social welfare of the
State of California.

Senator MiL R. I would only observe that some States have sought
to make differential payments. Perhaps it hasn't been too sophisticated.
1 understand New York State, for example, has a certain level for the
New York metropolitan area and one or two other counties, and a
lower level for the rest of the State. But your problem is administra-
tive rather than one of recognizing that there is an inevitable problem?

Governor REAGAN. And it wasn't probably as extreme. I could under-
stand where maybe to live in New York City is quite different than the
cost level for outside of that particular city. I don't think our difference
is that great.

Senator MILLER. Do the proposals that you are recommending to
this committee include provision for day care centers for children?

Governor REAGAN. Yes, sir; we are working on that program right
now to intitute these day care centers. So farin our community work
program when it starts we intend to start by implementing first the
fathers before-because we haven't implemented completely the idea
of the child care centers, but we recognize the need for them if we are
going to provide work for welfare mothers.

Senator. MIL1,ER. Have your people firmed up an idea about the age
of children below which the mother would not be required to workI

Governor REAGAN. Yes, sir; under our plan no work for mothers of
children under six.

Senator MLE. Now, you mentioned strikers, and this, of course
is quite a problem. I recognize that welfare for strikers might tend
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to perpetuate strikes. But, if you remove welfare for strikers, you
run into a situation I have been talking to some people about. Suppoe
you have a member of a union in a plant and the leaderhhip of the
union calls for a vote on whether or not there is going to be a strike,
and Mr. Jones votes "no" and then is treated like Mr. Smith who
votes "aye."

Is there some equity that should indicate that Mr. Jones, who voted
"no" and his family will receive welfare? How do you handle that
problem? If you don't make a differential, aren't you in effect saying
to Mr. Jones, "We are going to treat you just like Mr. Smith, who
votes to have a strike." You really are discouraging people from
voting against a strike-

Governor REAGAN. Well, I suppose so, but we do know in consid-
ering the resources available, the fabor union includes the funds from
public assistance sources and this bolsters their financial ability to
prolong a strike.

I suppose under the theory of majority rifle, once a decision has
been made by the majority. the same thing would apply to all pf
them bein" treated equally just the sane as all of them all stay out
on strike although they might not have voted to go out on strike.Senator MiuuS. I recognize majority rule, bnut at the same time
there are some minority rights involved which conc(-ren me very much,
because those who vote against the strike or who are victimized by the
majority may find themselves in a position of being treated just the
same as those who vote for the strike, and if there is an area of need,
the minority are more or less penalized because of votes of the ma-
jority; and they may be lite-rally powerless to do anything about the
majority rule.

Governor REAGAN. Well, of course, this is one of the tragedies in
the whole strike situation. It is one of the reasons why I-and I was
an officer of a labor union for 25 years and several times president of
that union-I have always believed in the essential fairness of the
average working man. I do not thing that when you-talk about orga-
nized labor that you can talk about labor in the same tone that youw
use when you talk about the hierarchy of labor. I have always be-
lieved in secret ballot and I think there might be some differences in
votes if on all policy matters union members have the right to vote
by secret ballot.

Senator MiLLFm. Are you talking about strike votes, for example?
Governor REAGAN. Yes. I think tiere are some strikes that wouldn't

take place if they voted by secret ballot.
Senator Mu&LER. Are there strikes now going on in California in

which the strike has not been voted on by secret ballot?
Governor REAGAN. The one strike that is going on that has caused

a great distress is the dock strike and I don't'know how that was.
Senator MmLE. Any of your staff know?
Governor REAGAN. Any of the staff know? No.
Senator MILLER. One more question on this reporter who got on

the rolls under four different names.
Do you think that can happen now under the reforms you have

put in effect ?
Governor REAGAN. Bob, answer that question, whether they can or

not.



1890

Mr. 04RLESON. Senator, yes, of course, these kinds of things can con-
tinue. H wever, some of the loopholes that permit the abuses-for in-
stance, where people are permitted to get more than one social security
card. Ano her change we made was to require social security numbers
of all of th e family members on the application, which would include
the child n so there couldn't be a duplication.

There re several other changes we have made administratively and
otherwise that will reduce this possibility.

We have also developed a statewide data processing system which
we are not long from implementing which will permit us to cross check
between counties and even though the counties would still be adminis-
tering welfare at the local level, we get the advantage of statewide
cross checking. We feel that this can also extend, of course, to the Fed-
eral level between States without going to Federal administration.

Senator MiLLFn. I take it the key to controlling it is through the
social security syst6m and data processing, using the social security
number system?

Mr. CARLESON. Yes, Senator, limiting people to one number, for in-
stance, permitting access to the information in the social security sys-
tem and also in the Internal Revenue System and other similar systems.

Our new California program will permit this now within our own
State system, in other words, our own employment security system,.
our State income tax system and otherwise, and to be able to expand
this into the Federal system would be of great benefit.

Senator MiLLFm. Tlank you very much. Thank you, Governor.
The CHARMfAN. Senator Ribicoff?
Senator RIBicoFF. Thank you, Mr. Chairman.
Governor, your program represents a substantial departure from

President Nixon's program under H.R. 1, does it not?
Govenor REAGAN. Yes, although there are many parts under H.R. 1

that we are in total agreement with and parallel the things that we
have done.

Senator Rmicoir. Basically, as I listened to your testimony it does
represent a substantial departure from many important areas.

Governor REAGAN. Two, mainly, the family assistance plan and Fed-
eral administration.

Senator Rriiconr. What does the President's Secretary Richardson
think of your roposals?

Governor IREAGAN. Our welfare reform? Well, he has expressed to
me his own belief, own conviction, that welfare reform needs or must
take place; there rmust be a reform.

Senator RmIcoFF. Yes, but he has not endorsed your proposals as
a substitute for his, has he?

Governor REAGAN. No; I could not say that. [Laughter.]
Senator RmicoF. Let me ask you what is your unemployment

rate in California today?
Governor REAGAN. Unemployment rate is around 6.2 percent.
Senator RiBICoFF. That amounts to how many people in California I
Governor REAGAN. This would be about 600,000.
Senator Rmricon. That is the man or the woman not working; that

does not include the number of people dependent on the unemployed.
worker?

Governor REAGAN. That's right.
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Senator RIBICoFF. That's right?
Governor REAGAN. Yes.
Senator RIBICOFF. So we are talking about a substantial sum of

people in the neighborhood of maybe a million and a half, 2 million
people who are part of families that are unemployed, assuming four
in a family.

Governor REAGAN. Let me go back here and we may have some fig-
ures more exact on this. Our grant total of welfare caseload here-

Senator RIBicOFF. I am talking about unemployed as separate from
your welfare caseload, if you know. You may not have that.

Governor REAGAN. Unemployed parents program-the actual 235,-
490. This is in December after our welfare reform, the 9-month drop
from March to December, we had estimated there would be 399,000
by that time.

Senator RMICOFF. I am not talking about the welfare recipients; I
am talking about people who may be unemployed, getting unemploy-
ment compensation, who are not on welfare. There is no reason why
you should have that figure but if you had it I would be curious.

Governor REAGAN. No. All we do know-
Senator RIBICOFF. Is the number about 600,000 people unemployed?
Governor REAGAN. Yes.
Senator RuilcoFF. How many welfare recipients are there? What is

the total number of welfare recipients in California?
Governor REAGAN. Grant total-latest, December, for which we have

-it, 2,117,732.
Senator RIBICoFF. 2,117,000; tell me, Governor, how many of these

2,117,000 are employables?
Governor REAGAN. Oh, well, let me go down here. We will take out

the aged persons, th6 blind,-the disabled. We have down here the actual
unemployed cases for aid to dependent children we have 50,766.

Senator RmicoFF. In other words, you have some 450,766 people out
of 2,117,000 that you consider employable?

Governor REAGAN. No, sir; because this does not include also the
mothers with children over 6 that would be added to that.

Senator R1BICOFF. All right. Give me that total that you think are
employable, mothers and males.

Governor REAGAN. About 150,000.
Senator Ribicoff. 150,000. So, in other words, out of 2,117,000 people

-on welfare you have got 150,000 people .who are employable?
Senator MmuLF. Would my colleague yield there?
Senator RBicOFF. Certainly.
Senator MmILR. We are trying to get these figures right, Governor.

In addition tp 150,000, don't you have to count children, too?
Governor REAGAN. I was going to say we are talking about heads

of families employable, but you would add to that 85,000 children; in
the unemployed males for that 50,000 males, you are talking about235,000 people. __

Senator RmicoFF. I want you to take-
The CHAMMAN. Now, since the Senator has been interrupted, might

I just ask that you add one additional interruption?
Governor, how many fathers are there of those children we are talk-

ing about there I You talked about the mothers.
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Governor REAGAN. This would be the 50,766.
The CTAIRMAN. Out of a caseload of 2 million, how many fathers

do you have there, absent fathers, who are either working or ought to go
to work?

Governor REAGAN. When you get now into the mother figure here,
we estimate, we have sn)oken in percentages, 85 percent.. We believe
there are probably in California between 230,000 and 250,000 absent
fathers not contributing to the support. of their children.

The CHAIRMAN. Who ought to be made to contribute?
Senator RtBICOFF. All right, sir. Let's take everything you say. Let's

say 150 and 50, that is-200; that is 500,000. Would'you say that then in
one way or another you have got employables out of that 250,000?
Would that be the top ? Is that a big figure or a small figure?

Governor REAGAN. Well, I don't know because the one breakdown
we don't have is under these mothers in the family group.

Well, if you take the 250,000, many of those-those are not neces-
sarily unemployed. Those are fathers who are employed but not con-
tributing so their families would come under this family group, mother-
headed households.

Now, under that, total persons 1,273,241; but we do not have a divi-
sion of how many of those are under 6 years of age; and I wouldn't
know how you would guess at that figure. Those above 6 years of age,
with child-care support and allowing reasonable wok-related expenses
would be employable.

Senator RIBIC-OFF. But you would say, then, that if you were look-
inz at tfhlc total number of people on 'welfare, the potential number
of individuals who were cheaters and were trying to get away with
something while it might be substantial in your viewpoint. certainly
does not represent a majority of the 2,117.060. You wouldn't say that
the majority of the 2,117.000 represent cheaters and people guilty of
fraud, would you?

Governor RTEAGA. Well. we don't want to talk about or consider
it as employable, although sonic of these people are, the 315,000 aged.
the 13,000 blind, or the 190,000 disabled.

Senator RitcoFF. Well. I know this is what you are talking about..
Governor. You see, the problem that we have.' I think, is a twofold
one: Are. we going to devise a welfare system for this minority on
welfare who are cheaters or are we going to have a welfare system
that also takes into account the need who are not fraudulent and
are not cheaters?

Governor RE,-.wAX. Well, Senator Ribicoff, T think our plan has
done that.

Senator RIBTOFF. I am. just asking you a general, philosolical

question because it becomes very important in the dialog tlat take(,s
place and I am sure you don't contend that the majority of the
2.117,000 people in California would be cheating or trying to defraud
the State or the Federal Government. I am sure you ion' t make that
contention, Governor.

Governor REAGAN. Senator Ribicoff, I mentioned in my original
statement my belief that the majority of people on welfare w ould
like to be off welfare.

Senator Rmicor-'. That's right. I agree with you.
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Governor REAGAN. And I agree with this, and we don't want to
tar them; but, by the same token, I think that with resources being
strained as much as they are, because California is one of the highest
taxpaying States in the country as far as local and State cost of
government is concerned, as well as contributing our share to the
Federal Government taxes, I don't think that it is fair to the person
on welfare to have someone beside him sharing in the revenues that
can be made available and you are not able to give this person what
he really should have to live a life that has got more than bare sub-
sistence, nor is it fair to the people who are being strained by the
taxes to distributV this. So I think you have to have a welfare plan,
as ours did, aimed at helping the truly needy to the best of our ability;
and I would hope we could provide for those people who have through
no fault of their own no vay of earning a living some of the luxuries
that make life worth living as well as bare subsistence, but, at the
same time, I believe that plan can insure that those in our midst who
will always try to find a way for an easy dollar should not share in
those revenues and should not be over there with them and I don't
believe that it is necessary to tar them.

You spoke of the myths of welfare. Yes, there are myths. There
are a great many people who out of their irritation believe that every-
one on welfare is a lazy bum and this is not true. By the same token,
I think what is as big a myth as I ever read is the propaganda recently
released by HEW about tihe myths of welfare, because they have got
some pretty good myths in there, too, when they reduce down and
say there is virtually nio one who can be employed.

Senator RiBiOOFF. In other words, you think the Republican admin-
istration is not telling the people the truth? [Laughter.]

Governor RFE,\wG,\N. Senator Ribicoff, for many years, both when I
was a Democrat a few years ago and now that I am a Republican, my
criticism of government has never been so much aimed at those who
were elected to office as to a permanent structure of government that is
more or less determining policy and doesn't much care who gets elected--
because they have been running the show pretty much. "

Senator RmicooF. Iet's go younr figures. So you have 600,000 people
unemployed-and your patter'n there must be something like the pattern
of my own State of Connectictut; you have had layoffs in many of the
space industries; you have scientists , you have trained individuals,
you have experienced individuals; you have man individuals who have
a strong work ethic who can't find a job today in California and want
to work out of that 600,000 ?

Governor REAGAN. That's right.
Senator RiBoF. If you have got 600,000 unemployed people who

represent the cream of the American work force, do you think the
average employer is going to take out of your figure that yon have of
50,000 men and 150,000 women, many of them without experience,
without training, give them a job over and above the 600,000 experi-
enced people who are out of work?

Governor REAGAN. No, sir but I would like to point out that too
many people in America, and I know this isn't true of you because I
kmow you are far better informed in this, but too many people N'hen
they think of unemployment they think of a vast body of people like
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here in the depression days sitting month in and month out perma-
nently unemployed.

Now we know normally in this country there would be around 4 mil-
lion employed at the peak of prosperity. These would be composed
of newcomers into the work force who have not yet gotten a job; they
would be composed of women who are not the provider for the family
but would like, with the children older and so forth, would like to have
some kind of work that does not interfere too much with family life,
and there are people voluntarily between jobs.

We know that 4 million is an ever-shifting group. The average
length of time it takes one of them to get a job is about five and a
half weeks. When we have an increase in unemployment I don't know
why we call it 6 percent or 7 percent when we have one. of these slumps;
what we really ought to call it is how much unemployment, unwilling
unemployment, is there above this normal between-job type of per.on.

But in our work, community work program, our approach in Cali-
fornia is that we have a human resources department that is concerned
with getting jobs and those people are not caseworkers; they are job
agents. First of all, we know that among the hard core unemployed
it isn't just the lack of a job skill; it is lack of even job discipline, the
knowledge of what it is like to get up in the morning and report and
take orders from someone. There are people who can't even find their
way to a job when they get it and they learn this.

Now, these people would be doing this work and job agents-would
be assigned to them, would be watching. would be encouraging them
on the basis of what they are doing to either seek work or to use their
spare time, because we don't intend anyone to work over 80 hours a
month and the rest of that time could be involved in job training and
the rest. And then they would be funneled into jobs as they come up.

But we, with this unemployment-there is a strange thing about
unemployment in America today. Every Sunday the largest news-
paper in California--I have just kept track of this-every Sunday
the Los Angeles Times averages about 20 full pages of help wanted
ads. These are not Mickey Mouse jobs if you make candy at lhome and
sell it door to door, something of that kind. These are jobs for truck
drivers, clerks, clerk-typists, filing clerks-go down the line of legiti-
mate employment.

I have often wondered how do we call a welder unemployed if in
his city there is an employer asking for a welder coming td work. I
have to conclude the welder who is sitting unemployed must perhaps
be sitting out his unemployment insurance and just isn't ready to go
to work yet. But this goes on week after week; this is true of iost of
the papers. I don't know the page count in the others.

So I think if we view this, if we view unemployment as when we
have a period like excess unemployment, it again is not a permanent
group; it simply means that the 51/2 weeks it takes to get a job be-
comes 71/2 weeks.

What we are talking about with these people on welfare is that
group of people who are permanently unemployed or who have been
employed, are unemployed longer than 6 months, and we don't believe
that it is an easy job to filter them in. But we believe if in the mean-
time these people are contributing something so that for the money
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that is spent that they not only are being helped by the practice. of
the work ethic but that the taxpayer, the man who is footing the bill,
call look and say ill return, "Well, we (lid it with WPA," and there
was very little direct relief in the days just preceding the windup for
World War II; most people were on WPA in this country and today
you can still look in very community and every State at a great many
things that were created by this community work force.

Senator RIBICOFF. I will get to that, but let me keep on this unem-
ployment.

I am sure again your explanation of the 5 million people unem-
ployed in this country should be a very welcome explanation to the
Nixon administration; even they haven't dared to come up with that
explanation of the unemployment force in this country. They have
tried a lot of stuff. [Laughter.]

Governor REAGAN. Well, I would think that the answer to that, t6f
course, is to have an economy that is beginning to take these people
in. I think if you are going to talk about the present problem, I think
the dumping of 2 million military and defense personnel onto the
work market is going to cause temporary unemployment.

Senator RiBicoFT. That's right; and it is not temporary because
if I remember, Senator Magnuson and myself sponsored a bill whihh
passed the Senate -o extend unemployment compensation 26 weeks and
it came out 13 weeks; but as I recall both your Senators for whom I
have the greatest respect, Cranston and Tunney, representing your
State, were very, very anxious for that because they thought it would
be a considerable advantage to the large unemployment group in the
State of California who had exhausted their unemployment compensa-
tion as they had in my own State of Connecticut and Senator Magnu-
son's State of Washington.

Did you approve the action of Senators Cranston and Tunney
to support the extending of unemployment compensation to those
people who have exhausted their unemployment benefits?

Governor REAGAN. I had no quarrel with that.
Senator RIBICOFF. You have no quarrel with that?
Governor REAGAN. No.
Senator RiBicoFF. All right. Now, so, therefore -

Governor REAGAN. I did quarrel with the Senators proposal, though,
to substitute for the SST i welfare program to help the workers pay
the mortgage on their homes. I thought it made more sense to build
the SST.

Senator RmicoFF. That's all right. [Laughter.]
Senator RIBICOFF. Let's get back to these people that you could put

to work.
Now, you talk about these community job groups. How mamiy' people

on welfare have you placed in these so-called community jobs? What
is the number?

Governor REAGAN. Senator, we are still waiting for permission from
HEW but our project that we are asking approval for has-would
involve about 40 percent of the total AFDC load and out of that,
58,000 we have concluded, in those clusters of counties, would be
eligible for this community work program.

Senator Ri0icoFF. Pardon me? In other words, this is not -this
is a program you want to put into effect but is not ongoing?
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Governor REAGAN. This is part of. our reform which requires a
waiver from HEW for a demonstration project and they will not
permit demonstration projects on a statewide basis. I wish they would.

Senator RIBICOFF. I see. So, basically, what you are doing then is,
you are talking about public-service jobs because you mentioned what
was done in WPA?

Governor REAGAN. No.
Senator RmxioF. Is this the type of work that would be in the public

service category?
Governor REAGAN. Well, now, this term-let me make it very

plain because I know that public service sometimes envisions job slots.
Now, there was another program in the Federal Government in co-
operation with HEW aid the Department of Labor, and this is one
of the reasons why we couldn't use some counties in our project such
as Los Angeles County, Riverside County, San Bernardino County,
because they want to use this experiment whereby the Federal Govern-
ment is putting up the money to employ people in public service jobs.

Very frankly, I am not enthused about that. This is a temporary
project. The people will be employed in public slots and I don't know
how you ever get rid of them once the temporary project is over.

Ours is work, community work. It is not a job slot. It would be work.
For example, when I mentioned watchmen in the schools

Senator RMICOFF. That is what puzzles me. What did you say the
loss in Los Angeles was from vandalism in schools?

Governor REAGAN. $50 million.
Senator RIBICOFF. If you had watchmen taking care of watching

schools against vandalism.somehow that-to me would be in the public
service category.

Governor REAGAN. Yes.
Senator RiBiCOFF. When I talk about public service jobs-
Go'vernor REAGAN. The reason, Senatorz--I apologize-the reason I

wanted to differentiate-because lately in the semantics that have
grown ip about all of this and particularly with this new Federal
program, public service has been taken to mean actual employee slots,
permanent type slots in government.

Our community work project is aimed at not replacing legitimate
government employees nor providing work that normally w would be
performed by the private employee. In fact, we want the cooperation of
organized l abor in this type of work.

We are talking about work in the public interest in the community
that would be done if you had unlimited manpower and funds, which
you don't have, but which doesn't get done and-

Senator RiBrcorF. For instance?
Governor REAGAN. Well, here are potential community work ex-

perience assignments. This isquite a list. There are 59 down here.
Senator RimcOriF. Suppose you give us an example. You can file

the examples. Will you please file that?
Governor lEAUG'AX. Yes; we Will file it.
(Information referred to follows:)

LIST OF POTENTIAL COMMUNITY WORK EXPERIENCE (CWEP) ASSIGNMENTS

1. Horticultural Aide.
2. Vehicle Maintenance.
8. Road Cleanup.
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4. Parking Lot Attendant
5. Janitor.
6. Messenger.
7. Clerk. -
8. Typist.
9. Groundsman.
10. Stock Clerk.
11.. Reproduction Clerk.
12. Park Maintenance.
13. Warehouseman Aide.
14. Mechanic's Helper.
15. Electrician's Aide.
16. Carpenter's Helper.
17. Painter's Helper.
18. Highway Maintenance Helper.
19. Sign MaintenanceHelper.
20. Watchman.
21. School Crossing Guard.
22. Library Aide.
23. Tool Maintenance Aide.
24. Building Maintenance Aide.
25. Flood Control Aide.
26. Trail Maintenance Aide.d
27. Fire Prevention Aide.
28. Day Care Center Aide.
29. Playground Monitor.
30. River and Stream Maintentnce Aide.
31. Survey Taker.

32. Kitchen Helper.
33. Geriatric Aide.
34. Lobby Monitor.
35. Police Aide.
36. Plumber's Helper.
37. Poundsman's Aide.
38. Hospital Aide.
39. Laundry Worker Aide.
40. Election Aide.
41. Reforestation Aide.
42. Fisheries' Aide.
43. Traffic Signal Aide.
44. Tree Trimmer Aide.
45. Swimming Pool Attendant.
46. Recycling Station Aide.
47. CWEP Aide.
48. Agricultural Products Inspector Aide.
49. Snow Removal Aide.
50. Roadside Rest Area Maintenance Aide.
51. Sewer Maintenance Aide.
52. Fair Grounds Aide.
53. Teacher's Aide.
54. Attendant Aide.
55. Inventory Clerk.
56. Pollution Control Aide.
57. Messenger.
58. Operate Simple Machines.
59. Use Simple Tools.

Governor REAGAN. Road cleanup, parking lot attendants in our
parking lots, janitors, messengers, clerks, typists, groundsmen, clerks,
reproduction clerks, park maintenance-we have a number of State
parks in California. We have purchased thousands of acres of land in
State parks; it issitting there waiting on a priority list until we can
provide the manpower for it. We could be completing the roads in
there. fencing these parks, d making them available that much
sooller.
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In the teachers' strike in Los Angeles a year or so ago one of the
great demands of the teachers was they no longer wanted to have to
serve extra time in addition to teaching as monitors in the corridors
or in the lunchrooms or on the playgrounds. It seems to me this would
be a legitimate kind of work that could be performed by able-bodied
welfare recipients, both men and women.

Senator RmicOFp. I am puzzled because, frankly, one of my amend-
ments to H.R. 1-provides for 300j0O0 public service jobs and what
you are describing is exactly the type of job I have in mind as a public
service job because this is to do something that the community has a
need for yet you say you don't consider those public service categories.
I don't want to replace your employees in Los Angeles or Sacramento
or San Francisco, but there must be in your State, like in mine and
every other city, many types of jobs that could be placed in existence,
and the only thing, the only reason they are not is because of the limita-
tion of your budget in your cities and your States.

Governor REAGAN. Yes, sir; but let me point out that we are talk-
ing not about a permanent job for the individual, that we would move
him out of this community work as quickly as possible into another
regular job.

I think the difference that I am trying to make here is that Cali-
fornia State government was increasing its number of permanent
employees in State government about 7,500 a year for a decade or so
before my administration. We put a freeze on that and we now have
1,800 fewer State employees than when we started 5 years ago and,
incidentally, efficiency has vastly increased. We are carrying on an
increased workload at least. We are not interested in any program
that would stimulate the, say, addition to a department and saying,
"You now have permanently 500 employees instead of 250."

Senator RIBICOFF. I don't talk about that, Governor. Let me give
you some examples: In other words, you must run in California a
large number of hospitals of all kinds; do you not?

Governor REAGAN. We have a great many hospitals.
Senator RIBIcoFF. You know you have a great many hospitals

there--and many of your hospitals probably, because of budgetary
problems, don't have as much help as they could use to really take
care of your patients?

Governor REAGAN. That's right.
Senator RimCOFF. And what I have in mind-I don't think it is

dissimilar to yours, but let's say you brought some of these employees
into a hospital and you had a training program involving the Federal
Government and yourself, and you brought them in and you paid
them the going wage, the minimum wage for AO hours of work and
they worked 20 hours on a task, whether running an elevator or re-
moving garbage or bedpans or cleaning up the floors, and the other
20 hours they would spend in being upgraded and uptrained to move
into a permanent job in the hospital system where then they would
be into a permanent job, go off welfare completely and be in the regu-
lar slot as it opened up and then you would replace it with somebody
else who is going through that training program.

Are you and I on the same wavelength of how we should take
people off welfare and train them or not ?
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Governor RFEAGAN. Well, I am not sure whether we are. We view
this community work project as one in which people receiving their
welfare grant work for that welfare grant, in whatever task of the
kind of you have mentioned have to be done and I am sure many of
those tasks would be included.

We are very fearful of a program that creates slots and suddenly
says a hospital will now get 50 more employees than it had and
forever after you have increased the staff of that hospital by 50
employees.

Senator RBICOFF. In other words, let's say that the State of Cali-
fornia would be allocated say, in Sacramento, m number of jobs you
would approve each and every one of those what I had in mind in
public service oriented employment; but we should be careful not to
give the impression that a lot of people are not working because they
don't want to work.
-There are 5 million people unemployed in this country and we

don't have jobs for them in your State or mine. Where are we going to
find work for these people we require to work to support the family
and go off welfare unless we find something for them to do.

In-other words, let's get the dialocy in this country, from the Pres-
ident, in the Senate, the Governorsr offices, and the people down to
the realities of what America is facing today.

I mean, I think that unless we get this dialog down to a sense of
reality we are going to have trouble solving this entire welfare prob-
lem because we have two phases of it. I don't think there are any of
us who want the cheaters there and I think everybody on this commit-
tee, whether liberal or conservative, are going to try to plug those
loopholes.

13 ut let's not punish and let's not be unrealistic %bout the vast major-
ity on welfare who are not cheaters and who are unemployed.

Governor REAGAN. Well, Senator, here we are on the same wave-
length and in California we are not talking about getting "lazy bums
off welfare." Perhaps the one difference between us is that Washington
constantly thinks in terms of a grant and new money. I claim the
money is already being paid, that an individual is being paid a sub-
sistence the same as a worker is being paid a subsistence. The worker's
is called salary; the other person's is called a welfare grant; and I
would like very much if you would stop calling it a welfare grant and
call it pay. But it is the same money.

The jobs that are not now being done-cleaning up the hospitals or
cleaning up the roads or anything else--that work is still there be-
cause there is a lack of funds and manpower. But the funds and
manpower are there; they are there every day. The people, able-bodied
people on welfare who are receiving a oheck from the Government, but
have to do nothing for it, and I see n ing wrong with calling that
a work check and letting those people have the respect of leaving the
house in the morning instead of sitting on the porch when the kids
take off for schools and they are still tiere when the kids come back.

Senator RIBICOFF. There is no argument between you and me at all
on it-

Governor REAGAN. But this is what-
Senator RIBboF' (continuing). This is why I am saying I want the

discussion to be on the basis-what we are trying to do.
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Governor REAGAN. All right, sir.
Senator RIBICOFF. In other words, this is how a national debate

should be conducted on the facts and the realities instead of the
myths. This is what I am talking about. I am not talking about the
myths that HEW pointed out but I am talking about how do you de-
vise a program to put people to work when you have 5 million people
out of work and unemployed.

Now, if we discuss it on that basis we might try to devise a program
that takes various thoughts and puts them together and saves some
dignity and respect for people in this Nation, who just happen to be
poor.

Governor REAGAN. Well, Senator, the California welfare plan is
not a myth; it is proven already with the limited ability to implement
it within the regulations that it works, and we think that this other
addition to it would be a most helpful one. But, again, what I.come
down to the difference is that the york-fare experience or experiment
that is being conducted by the Department of Labor and HEW and
some of our counties is again additional millions of dollars, $30 million
in San Bernardino and Riverside, $20 million in Orange and Los
Angeles Counties in which the Federal Government says, "Here is
the money; put these people to work in government jobs."

Maybe that is the term instead of public work, '"government, jobs."
Now, my contention is that in the permanent staffing of that kind

in government jobs what happens when the $20 million stops or the
$30 million stops, do you say to these people "OK, back to the bread-
line now. The picnic is over"?

I can cure unemployment, too, if you give me about $8,000 per
unemployed to give him a job whether it is needed or not. My con-
tention is that the money that is being paid right now in Riverside
San Bernardino, Los Angeles and Orange Counties to the able-bodiedwelfare recipients, if you simply asked them to perform useful work
that would be found for them within government in return for the
money they are now getting, you wouldn't have to put up extra
money; just give us the right to do this.

Senator RIBICoFF. That is fine. You and I, we see eye to eye. I
wanted to bring that out.

One final question:
There are 168 poverty programs in this country, and we are spend-

ing $31 billion on these poverty programs and I am sure in California
you have got the whole 168 of one kind or another.

Do you think each and every one of the 168 poverty programs we
have fn this country at the cost of $31 billion are actually removing
people from poverty-?

Govenor REAGAN. No, sir; as a matter of fact, one of the reatest
problems we have confronting us now is we can't tell you, and no one
else can, how much money is coming into California in those pro-
grams, how many there are, where they are, whether they are duplicat-
ing, whether they are training people for jobs that don't exist. We
don't know. We have our own people who have been trying to catalog
and form a list of them but they can go to the neighborhoods, they*%
can be directly between the Federal Government and communities,
they can be between the Federal Government and lesser governmental
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agencies or just a committee that forms an organization in a coin-
munity.

Once again, these things if they were channeled through a State, I
guarantee you that-well, frankly, I think that California could prob-
ably run the State government with the spillage. [Laughter.]

Senator RiBicOFF. This is very important. Do you think on that
list of 168 you could chop off one-third of the lowest priorities in that
poverty without hurting the State of California or the United States?

Governor REAGAN. Who is going to set the priorities?
Senator RIBICOFF. Well, I know, but this is something-we vote

the money and this is our responsibility.
Governor REAGAN. Yes, sir.
Senator RIBICOFF. Right here.
Governor REAGAN. And we would like to help.
Senator RmicoFF. It is the responsibility of Senator Long and

Senator Ribicoff and Senator Bennett and ill of us here; this is our
responsibility, you see.

Now, you see, I make this point: I am convinced that out of these
168 programs at $31 billion many of them are useless and duplicative;
I am a liberal and you are a conservative, you see, but we have come to
the same conclusion; but the irony of this is if you took $31 bil-
lion and gave it to the people, distributed it to the people, in poverty,
who are now in poverty, would be above the poverty line.

I just want to make the point to emphasize again the responsibility
that this cojnmittee has, because one of the problems that you are going
to have, if you pass any welfare program in time of great deficits, is
to find the money. And what you can't do is to waste money that is
now being spent supposedly to take people out of poverty; and actu-
ally you are not removing them out of poverty and the programs are
useless.

This is the responsibility of the executive branch and the Congress.
The executive branch which is supposed to have the knowledge does
not disclose it and Congress is a helpless giant because it has no way
within its organization to determine which programs are worthwhile
and which are not.

Governor REAGAN. Senator, you do have that power, and you could
do it very simply, if you would allow 50 State administrations to help
you. If all of the poverty programs were funneled through State gov-
ernments so that we knew and could catalog and knew the distribution
of them believe me, we could save that $11 billion for you.

Now, i have got a reputation for vetoing poverty programs 6f those
that do not allow a governmental veto. could give you the first veto
I ever exercised in that way. It was on a program in one of our rural
counties in which the program was going to put 17 of the hard-core
unemployed to work clearing some of our-those parklands that I
mentioned before, and I vetoed the program, not because I am against
that, but because half of the money available was going to go for
seven administrators to see that the 17 got to work on time. [Laughter.]

But the trouble is there is no one to-day in Washington, no one, nor
is there anyone at'the State level, who knows what the programs are,
how many there are or where they are.

Senator RmicoC. You know, again, in 1.968 when you Republicans
ran you were going to clean up that mess in Washington. [Laughter.]
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That is what you said, you know, and these Augean stables where
everything was being wasted and money was going down the drain,
as I listen to your testimony now it is just as bad in 1972 as it was in1968.

Governor REAGAN. Well, Senator, sometimes it takes-
Senator BENNETT. Senator, I can't let that one pass. -
In 1968 we should have cleaned up control of Congress and then

you could blame it on us. [Laughter.]
Governor REAGAN. Senator, I am reminded of a ranch I bought

once and there was a stable on it with six stalls and evidently those
stalls had been used for cattle and I had horses and I took one look
at them and I said they had to be cleaned up. And then I found out
that what had been going on for 40 years you couldn't clean up in 3.

Fortunately, I was spared the problem because we had one of our
frequent California brush fires and I lost the barn.

Senator RmicOFF. I assume you are including the 8 Eisenhower
years? [Laughter.]

Governor REAGAN. Except for two of those eight he had a Demo-
cratic Congress.

The CHAIRMAN. Senator Jordan?
Senator JORDAN. Governor, your testimony has been a distinct con-

tribution to the deliberations of this committee and I congratulate you
on a fine statement and good answers to the questions that have been
propounded to you.

I want to be sure that I get the figures straight. Did I understand
from your testimony that with the implementation of your program-
your reforms-some 176,000 people were removed from welfare rolls
between April and December of 1971, and that had you not imple-
mented any reforms whatever, the welfare load might have increased
at the rate of 40,000 a month for those intervening months as had been
the custom in the past?

Governor REAGAN. Yes, sir. Our projections were that there would
be-

Senator JORDAN. Projections?
Governor REAGAN. There would be 495,000 more than there actually

were in December.
Senator JORDAN. Yes; that is what I am getting to. That bears out

the figures that I made roughly here-that some 319,000 didn't go
on welfare because of your reforms and 176,000 were actually removed
from the welfare rolls.

Now, that amounts, by the way, to a spectacular 24 percent of the
number that were on welfare in December of 1971--495,000.

As I understand you, those two figures are 24 percent of the 2,117,-
000 who were on welfare in December?

Governor REAGAN. No. What was projected to be on; we were
176,000 fewer in December than we were in March.

Senator JORDAN. Yes.
Governor REAGAN. But our projection on our budget based on the

rising line for the past several years had been that by that time there
woul be instead of 176,000 fewer there would be 319,000 more.

Senator JoRDAN. That's right; that makes 495,000?
Governor REAGAz;. Yes.
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Senator JORDAN. But that is 24 percent more than-
Governor REAGAN. That is 24 percent.
Senator JORDAN (continuing). More than actually were on welfare

in December 1971?
Governor REAGAN. Yes. sir.
Senator JORDAN. So I think your results are spectacular.
My question is, what happened? We know what happened to the

ones who have come on welfare, but what happened to the 176,000
who were removed from the rolls? Did you keep any case records of
what happened to them?

Governor REAGAN. Well, now, this is one of the hard problems, sir,
to uncover. One specific that we do know that accounted for some of
this was we simply switched to a Federal rule. We found out when we
began, when this task force began working, we found out that for the
2 or 3 years before when we had been tr ing to do something about
welfare-I must be fair and say we found that our welfare people in
many instances were claiming they were doing things because there
were Federal regulations and we found out they were State regulations
and we did some changing.

One of those was that we were declaring unemployed any man who
worked less than 35 hours a week and we found that the national rule
is.,25 hours a week. This, in itself, changed the eligibility to people
who couldn't come on because they were working, say, 34 hours a week.

Senator JORDAN. Yes.
Governor REAGAN. And the other, a part of it, we actually can'tput

.our finger on.
Now, some of the counties panicked and said when you start tighten-

ing up here they will go from there to direct county 'relief where they
will be totally the burden of the county.

But county relief has gone down 47,000 so they didn't go to county
relief. We have to assume that this represente( some cheaters who,
when we tightened up, just went away. We have to believe that some
people who before in the easier climate had found that it. was very
.easy, they were almost being persuaded to go on welfare, discovered
that now with the new atmosphere that welfare workers were not out
soliciting clients and just didn't go on. But tley did not add to the
unemployment. As a matter of fact, the decline started while Califor-
nia's unemployment was still going up.

Senator JORDAN. 'Was there a general upturn in the economy of
,California from April to December of 1971.

Governor REAGAN. No, sir; there has been just. recently. We have
had a slight decline in our unemployment, as is typical all over the
country, that there is a beginning comeback, but our great decrease
in welfare rolls was going on, as I say, while California's unemploy-
ment was increasing.

Senator JORDAN. -Yes. So, actually, the potential receivers of wel-
fare who didn't go on the rolls, and the ones that were removed ftm
the rolls, made no appreciable difference in your uneinptoyment
numbers ?

Governor REAGAN. No, sir.
Senator JORDAN. They were absorbed in the economy someplace?
Governor REAGAN. That's right.

72-573-72-pt. 4--e
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Senator JoRmAN-. I was interested in the colloquy you had with Sen-
ator Ribicoff relative to public service jobs.

Would you agree that if a person is-an able-bodied person on we-
fare is-would you agree that he has the right for an opportunity to
work?

Governor REAGAN. Oh, yes, sir.
Senator ,OMRhN. The right 'for an opportunity to work?
Governor REAAN. Yes, sir.
Senator JORDAN. Yes. Now, then, you sparred with Senator Ribicoff

about the openings that might be provedd in public service, and, I
think, there are substantial jobs yet to be done in public service at all
levels, constructive, profitable jobs.

I would explore with you briefly what might be-what might we
expect front the private sector in the way of increased employment if
certain incentives were offered to induce people to eml)loy others,
those on welfai;e, we. will say.

We had testimony here the other day from a. woman who pleaded
with us to allow the ]hiring of someone to babysit with her children
when she worked, or to do housework, that that would be deducted as
a business expense. That makes a lot of sense to me. )o you agree that-
that should be done?

Governor RAn. Yes, sir. I don't see any reason why we can't use
better than we have the tax incentive idea. Why shouln't the house-
holder who hires a repairman, hires someone who comes in to do that
kind of work, why shouldn't that be as deductible as repairing a )usi-
ness establishment, and I thi k the rate of pay would go up for those
people )ecause a person could afford to pay better if this were a de-
ductible expense; so this would become not as is so often called a
menial job; it would become a better job. Those people would then
be. paying more taxes themselves and sharing the burden, and I (o
think that more would be eml)loved.

Senator JORDAN. All right. Ini the case of a working couple with no
children, and they need someone to t the housekeeping. maybe the
cooking, are both employed, would you suggest that that should be. a
deductible expense?

rGovernor REAGA-. YeR, sir.
Senator JoRD)AxN. In order to make jobs?
Governor REAGAN. I think it is obviously a, necessary expense if

they are both to work and earn and they both are paying taxes: yes.
I think they should be able to deduct. that.

Senator JomNx. That might open up a. considerable number of jobs
in the private sector. Those two items themselves might open ilu a
considerable number of jobs in the private sector?

Governor YEXAN. Yes, sir; with all our unemployment, and I
.mentioned the fifxures awhile ago about th. new~l)a.per and the ads
for help wanted'in California-this type of work is one in which in
the mid.Ft of so-called unemployment, employers are seeking em-
ployees and can't find them.

Senator JORDAN. All right. Then let's go a step further. There is
very little need nowadays for people with no skills whatever. Most
want ads that you were reciting there ('all for some type or other of
skilled labor. Would you think it would !?e advantageous in order to
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"create more jobs in the private sector. that businesses be allowed to
take tax credits or some kind of a subsidy to train workers for a
steady job who are not, before training, able to fill a notch in the
private sector? -

Governoi' REAGAN. Well, I have wondered, if I understand your
question correctly, I have wondered if we have explored all ol the
avenues for again using the tax incentive as an inducement for indus-
try to engage in on-the-job training?

Senator JORDAN. We had testimony here the other day from a man
who is a labor director for an international corporation, and he made
a considerable study of this matter, and he said the jobs are not alto-
gether with the great corporations that are listed on the stock ex-
change.

This guy runs a service station around the corner, is working 14
hours a day because he. can't get someone, or one or two people., to
share the burdens of responsibility with him, and this goes on and
on right in your own community-the single employer who needs
help and needs experienced help and would like to train someone to
help him. It wouldbe helpful if lie had a little tax break on it while
he was doing it, so he didn't go behind before that was productive
enough to make his own wages.

Governor REG(kAN. Yes. sir. There is another one along that line,
if I could volunteer it. The hiighest rate of unemployment in the coun-
try today is al) Iarently for teenagers, young people.

Senator fJoRDlAx. Yes.
Governor REAGAN. I remember I worked my way through school,

both high school and college, and I remember when an employer could
hire you for a suinmer job or a part-time job after school and at the end
of the day or week reach in his pocket. and pull out the money and pay
you in c'ash, and there was no bookkeeping and there were no dedu.-
tions for social security or any of these things; and I would think
if we could make some exceptions for this type of employment so that
the eml)loyer-I think the average employer today things of an after-school job and tlen lie thinks. "But the paperwork when I sit down

and have to start doing all the things that have to be done in regard
to this." he decides against it, or he says. "I will wait until I can get
someone full time if I am going to do in't," I think maybe we might
solve that particular problem and get. a lot of jobs for a lot of peo-
ple, if we would simply waive many of the social welfare requirements
that go with the hirinr of an employee.

Senator JORDAN. There is one thing these hearings have brought
out, and that is the divided responsibility between the Federal Gov-
ernment and the States makes for a very bad and wasteful adminis-
tration and especially in aid to dependent'children. There are two ways
to go: One way is *to federalize, turn the whole thing over to the
Federal Government; and the. other is your proposal to give the States
a stronger role with some decisionmaking authority. And I think you
have made a very strong case for the latter, for the right of,-if we
are going to run some tests, if we are going to run some tests on nation-
alization and nationalized welfare problems, we should also run the
kind of a test that you have already implemented in California on
giving the States more flexibility, more latitude, in making a decision,
and then compare the two. Would you agree that is a fair statement?
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Governor REAGAN. Yes, I do. We have been told there cannot be
statewide demonstration projects under the present law or regulations,
and yet I think this is probably a mistake. California is a inicrocosm
of the United States; we have everything. We have the racial mix,
the minority mixes; we have cities; N:e have lumbering, mining, farm-
ing, whatever-and if we, as a State, could conduct such an experiment,
I believe at the national level, I can understand a reluctance and iner-
tia because to experiment on a nationwide basis if you guessed wrong
it is cataclysmic; but if California, for example, could take over our
welfare reform totally and be given a waiver to conduct these for a
period of time as an experiment, first of all, I think we might double
that money we are saving for the Federal Government.

But, I believe, also, thqt there are other States-we can all learn
from each other, and they should be allowed to do this.

Senator JORDAN. A year or so ago, we were talking about pilot proj-
ects, and I had in mind the District of Columbia would be a most excel-
lent place to test H.R. 1 or an administration plan. We wouldn't have
any Governor to go through; we wouldn't have to bother with any
legislature; this would be right here at hand; this would be a good
laboratory for testing H.R. 1; and a State such as yours, or any of the
other States, might %e an equally good laboratory for testing your
point of view, and I would like to see that implemented before we
put permanent legislation on the books. Thank you very much.

Governor REAGAN. Thank you.
The CHAmMAN. Senator FanninI
Senator F4NNiN. Thank you, Mr. Chairman.
Governor, we are privileged to have you here with us today. I regret

I was on the Senate floor some time this morning and did not have
the opportunity to hear all of your testimony.

I am very impressed with your statement.' Those portions that I have
read cursorily certainly indicate to me that you are on the right path.
Obviously, your experience in California proves that. Is the State of
California permitted to have deficit spending rather than revenue
bonds?

Governor REAGAN. No, sir.
Senator FANNiX. You must have a balanced budget?
Governor REAGAN. Yes, sir.
Senator FAN.-NIN. Well, I think that is one of the great differences

between the State and Federal Governments. You on the State level
cannot spend money that you do not have in the bank, and you cannot
write insufficient f funds checks, whereas on the Federal level, of gov-
ernment, deficit budgeting is allowed. We can spend money we don't
have.
- The way our national debt is growing it seems we are never going
to be able to obtain fiscal responsibility. I think that is the verve
important factor between what is happening at the State level with
your great efforts to try to control spending, and at the Federal level
where we have not made that same effort.

Governor Ogilvie appeared before us a few days ago, and he talked
-about these expenditures for welfare programs. I notice that you say
that, "We simply overhauled the present structurally sound 'Welfare
systems We insured adequate aid to the aged, the blind, the disabled,
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and children who are deprived of parental support, and reduced aid
to the nonneedy with realistic work incentives so that funds could be
redirected to the truly need -

Now, there are several programs, of course; this is why we are so
concerned about the projection of costs of IT.R. 1. There are several
program-medicare and medicaid-you have had experience at the
State level with, and I note you make the statement in your remarks
here, that "HEW, national welfare, and medicaid costs combined in-
creased last year by 27 percent. In California, we estimate an increase
in welfare and medicaid costs of only 5.9 percent next year"

Now, in that regard, Governor Ogilvie said that the medicad costs
now in the State of Illinois' represents 44 percent of their welfare
budget. Do you know how that compares with California?

Governor REAGAN. Bob, just about what would it come out to? It
might not be too far away.

Mr. CARLESON. It is a little smaller, but with the welfare savings, it
is getting closer all the time.

Governor REAGAN. We have reformed-medicaid was part of our
reform. We have now reforined medicaid in California, and the sav-
ings in this fiscal year in those reforms are $80 million.

Senator FANNIN. Of course, medicaid and medicare both have ex-
ceeded the projections many times over, several times over-let me put
it that way-and I imagine it has been true in California as well as
in the. national happenings. ------

Governor REAGAN. Yes, sir.
Senator FAXNIN\. I do feel this is one of the problems we face-you

have certain requirements from the standpoint of Federal regulations.
I am wondering if in attempting to establish your programs, you are
being hindered by the provisions in Federal regulations pertaining to,
for instance, safeguarding information? Now, this is just a page fblxm-
the Federal Register which shows just what the States must do in pur-
suing their efforts to cut back on payments that are either fradulent
or could not be verified properly.

Is it a problem at the State level to accomplish what you think is
necessary to determine whether or not people should be on welfare or
receive welfare benefits? Are you hindered by the Federal regulations?

Governor REAGAN. Yes, sir.'One of the amendments we are asking for
is to broaden the availability of public assistance records to other pub-
lic agencies for any legitimate public purpose, and we think legislation
is needed to provide that such records are available to all public au-
thorities for any legitimate public purpose to eliminate impediments
to cross-checking with State and Federal tax authorities and to ac-
complish this we are suggesting the Social Security Act sections
2(a) (7), 402(a) (9), 1402(a) (9), 1602(a) (7) would have to be
amended.

All of this is in the presentation that we have made.
We think that by restricting the use of disclosure of information

concerning applicants-and recipients only for purposes directly con-
nected with the administration of public assistance is a proper control
and safeguard in administration.

Senator FA NNN. . Thank you. I know you are very well acquainted
witl Governor Williams of our State. Recently Governor Williams
was complaining bitterly about the regulations.
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As you know, Arizona has been involved inirecent lawsuits concern-
ing Federal regulations. I believe California has also been involved in
some of these problems.

Arizona has a regulation of cutting off welfare payments to anyone
absent from the State for more than 90 days. Do you have that regula-
tion in your State?

Governor REAGAN. We have now made it 60 days and we found out
we were sending checks all over the world. As a matter of fact we were
sending twochecks to Russia. [Laughter.]

Senator FANNIN. Well, of course, HEW enforced the rule against
Arizona, stating we were not in compliance when we cut them off after
90 days.

Governor REAGAN. How do we get away with this, Bob?
Mr. CARLESON. Well, in our law we Tormerly had 1 year. If they

were gone 1 year then you could presume that they had shifted their
residence and the burden of proof was on the recipient to show other-
wise.

Legislatively, in our reform program, we have reduced the 1 year to
60 (lays so that there is a presumption that after they have been gone
60 cla-s they have moved- tieir residence.

Now• if the recipients can prove that they have not moved their resi-.
dence and they are still a resident of California, then they would be
eligible for aid.

Senator FANIN. I know that this is quite a problem in the State of
Arizona. and I am sure it is in other States. We have had legislation
before the Finance Committee which was not acted on, so far as floor
action is concerned, and we hope that we can get some changes made
that perhaps will be compliance with what you had in mind, Governor.

Certainly there are other problems we have; I don't want to be
repetitious because I was not here during a great deal of your testi-
mony. I will read, I know, with a great deal of interest what
you have to say because you have been a great leader in this field in
accomplishing what we would like to see all the States accomplish and
I could commend you for that.

I think your statement that we should measure welfare success by
how many people leave welfare, not by how many more are added, is
very significant.

Thank you, Governor.
Governor REAGAN. Senator, thank you very much: and, Senator

Pannin, you linked medicaid. I would'like to point out each time we
have heeni able to remove a person from welfare that is a person who
is no longer a welfare or a. medicaid recipient. One of our problems
is that no matter how, in th working poor, the grant might shrink,
that person technically stili retains eligibility for medicaid.

If I could volunteer, one of the regulations that impedes. There
is a regulation, for example, that a woman divorced with children
remarries-now, technically under the regulations even if she re-
marries the president of the'bank. unless lie legally adopts her children
and in most instances of divorce this is not done because there is a
living product--this woman and her children remain eligible for
medicaid because he is not the legal father of her children and even
if she has a child subsequently by her new husband, that child's birth
can be paid for by medicaid.

Senator FANNIN. Well, Governor, I realize that is what we have
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to contend with. There was an article in the Wall Street Journal and
no doubt yowread it, "Welfare-Separating Myth From Fact." Did
you read that article?

Governor REAGAN. No, sir.
Senator FANNIN. It brings out tlht those with no more impairment

than the need for eyeglasses qualified the family for cash, food stamps
and medicare under the welfare program, so it is quite a revealing
article. Perha ps you would be interested in it. It is the January 27
e(lition of the Wall Street Journal.

Thank you very much.
(The article referred to follows:)

[From the Wall Street Journal, Jan. 27, 1972]

NV'EI.FARE: SEPAItA'IING MYTI[ AND FACT

(By Richard A. Snyder)

The Department of Health, Education and Welfare, apparently stung by
taxpayer criticism of ever-nmore-costly welfare programs, has published a book-
let In Its own defense. Like any piece of propaganda, it may tell us something
about Its creator. It certainly doesn't contribute much clarity to the confusio:.
surrounding welfare and its dilemmas.

The booklet, "Welfare Myths vs. Facts," has been widely circulated by the
department and has served as the basis for a number of newspaper articles. It
purports to explode "popular misconceptions" about welfare and welfare re-
elpients.

Such misconceptions "not only malign the victims of poverty but the social
woJrkers who labor with dedi('ation to make the present inadequate welfare sys-
tem work," says John 1). Twiname, HEW's Social and Rehabilitation Service
administrator, in the lamphlet.

While conceding that the current system is indeed inadequate (and putting in
a plug for the Nixon welfare reform legislation), the booklet nonetheless argues
that the present system is being unfairly criticized by those who suggest, for
exaimiple, that many welfare recipients are lazy or unethical.

Or, as the HEW frames the proposition:
"Myth : The welfare rolls are full of able-bodied loafers !"
'Fact: Less than 1% of welfare recipients are able-bodied unemployed males."

ARE STATISTICS ACCURATE?

Even if that statistic is accurate it Is deceptive, for it Implies that ,finding
Jobs for these men would have a negligible effect on welfare. The fact is that
there is an average 3.7 persons per family on relief, which means that this per-

centage, rather than 1%, would move off the rolls if the breadwinner went to
work.

But is the figure accurate? Or has HEW been too generous in interpreting who
is "a ble-hodied"? For example, it recently came to light that the Pennsylvania
Department of Public Welfare had entered into a formal plan with HEW's re-
glonal office in Philadelphia to permit any physical iml)airment of either parent-
however trivial-to qualify the family for Federal and State funds under the
Federal work incentive program. Those with no more impairment than the need
for eyeglasses qualify the family for cash, food stamps and free medical aid.

Emphasis on mals alone is also misleading. It Igno'es the mothers, a huge and
largely untal)ped work force. As Blanche Bernstein of the New York School for
Social Research in New York City has pointed out. about 25% of the welfare
mothers in New York City, for example, have at least a high school education,
making them eligible for ninny jols advertised. Half of all mothers have only one
or two children, making daycare arrangements feasible.

As pmrt of its denial that many welfare recipients are employable. HEW makes
the point that mothers and children get most of the money spent for welfare.

This is true in the sense that Mother cashes tije check. However, the indirect but
actual beneficiary is more often the absent father. If he leaves his'family and
lives alone he can spend all his wages on himself, a comfortable equivalent of
bachelorboo4. If he lives with a woman who is not his w-Ife, he is similarly fav-
ored in an economic sense, especially if she is on welfare or employed and their
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incomes are merged. If he makes clanstine visits to his own home, his paycheck
and his wife's welfare check in combination give the outwardly separated family
a double income.

There are cases, of course. where the another is widowed, or the father is ill,
Imprisoned or otherwise incapacitated. But these do not explain why deserted
families on welfare increased from 12.000 to 80.000 in New York City within.
seven years. Responsible sociological opinion, typified by Nathan Glazer of Ilar-
yard, points out that there is a cash Incentive to break up the family, or not to
form it. For example, the unwed mother on welfare and the putative father on
wages would lose her income if they marry.

For years welfare apologists prefaced any discussion of relief with references
to the "aged, blind and disabled," which made any criticism of welfare seem hard-
hearted. Now that these have become a bare quarter of the whole cost, the stress
has been on children and mothers, with discrete avoidance of the men whose
escape brought about the situation.

Another straw man from the HEW booklet:
"Myth : Give them more money and they'll spend it on drink and big cars."
"Fact: Most welfare families report (in an IIEW survey) that if they received

any extra money it would go for essentials."
One can hardly imagine a recipient testifying otherwise, at least in any inquiry

conducted by the department. Other random surveys, however, have disclosed
push-button telephones, stereos, new anl expensive furniture in homes receiving
public assistance, and other luxuries purchased with public assistance grants.
Credit is often readily available to public assistance recipients because mer-
chants have confidence In the flow of funds.

HEW has special difficulty in encouraging good judgment in spending because
the current thrust in welfare is to separate the computing of eligibility from
the rendering of social services, such as advice on budgeting, family management,
child care, homemaking and employment. It is a tenent that the recipient
should not be submitted to the "Indignity" of having such advice thrust upon
him.

"Myth: Once on welfare, always on welfare."
"Fact: The average welfare family has been on the rolls for 23 months.

The number of long-term cases is relatively small."
The department's own figures don't wholly confirm its position. By its charts,

more than a third of those on welfare have been there three years or more. HEW
personnel admit, moreover, that this does not take into account "repeaters" who
have been on for varying periods previously.

In fact, "on-again, off-again" welfare is the case with ninny recipients, as
local administrators acknowledge. For these families, welfare becomes the
quickest port of call in any emergency. The easy availability diminishes the
likelihood that the recipient will be resourceful, take part-time or overtime
work to bridge the gap, or solicit help from relatives.

UNTO THE THIRD GENERATION

The most familiar situation in which welfare has. become a way of life is the
young unwed mother and her child. And when the child in turn becomes an adoles-
cent and becomes pregnant, a third welfare generation has begun.

According to HEW's pamphlet, 32% of the more than 7 million children in
welfare families were born out of. wedlock, and these demonstrably constitute
much of the caseload that is either on relief on a long-term basis or at recur-
ring intervals.

HEW puts the average length of time a family is on welfare at 23 monthsq, but
information in the files of Chairman Wilbur Mills' House Ways and Means
Committee establishes the figure at 42 months; this figure would be even greater
if welfare rolls weren't growing so fast.

There is an astonishing lack of data in HEW with respect to how long the
closed cases had been on welfare (the Department says no studies have ever
been made in this area), and data on this group is needed for an accurate index.
Any figure based on those on relief at any given point in time also obviously
doesn't include the prospective remaining period each case will be on the rolls,
nor does it include any period present recipients may have been on the rolls
prior to that point in time.

A more immediate question involves the 14.5 million on welfare: To what ex-
tent are their incomes accurately measured?

Dr. Bernstein and others have pointed out that figures on poverty and low in-
comes aren't reliable. Many families are prone to report net rather than gross
fgures and to be inexact about part-time earnings and teenagers' income. Or
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the wife is frequently the source of information about her husband's income but
is ill-informed about it. In other words, many families commendably have in-
come from assorted sources, which brings them slightly above the poverty line,
although the statistics provided show they are below it.

This also serves to explain in part why many in rural and small-town America
would be shocked to be told that they are in poverty. They live frugally but to
their own satisfaction on limited resources, or sometimes on help from kin.
Census figures are thrown-out of kilter by the Amish farmers, for example, who
would classify as underprivileged if measuredI by the absence of radios, TV's
or cars, but who manage to earn sufficient income to buy expensive farms for
their sons.

Bismarck is reputed to have said that people are happiest if they know little
about how their laws and sausages are made. He might have included welfare
administration. What is everyone's business has become no one's business except
the social scientists, and tlhey haven't given satisfying answers.

BURGEONING DEMANDS

Legislators, at the state level particularly, are becoming frustrated by the
burgeoning demands of welfare, which drain educational and other parts of
the state budget. And they bear the lament of taxpayers who feel the pinch of
welfare and other costs. States, responding to grass-root pressure, cut back on
grants. HEW, with its pamphlets, seeks to Justify its system.

Welfare is an enormously complex issue, and one that tends to arouse strong
emotions in all concerned-f om the needy recipient to the taxpayer who foots
the bill. Any progress toward a solution of what society can and should do to
care for its destitute--a solution that has evaded man since the beginning of
history-will be made only through cool rationality.

It is natural that HEW react defensively to criticism and state its case posi-
tively. It would be unrealistic to' expect it to quote Edward C. Banfleld of
Harvard, for example, to the effect that current welfare policies encourage
Idleness, dishonesty and reduced production.

The public has, however, a right to accuracy and objectivity, and HEW propa-
ganda broadsides such as "Welfare Myths vs. Facts" are no help at all.

(Mr. Snyder, a Lancaster, Pa., attorney, is a ranking minority member of the
Pennsylvania Senate's Public Health and Welfare Committee.)

The CIIAIRTtAN. Mr. Byrd ?
Senator BYRiD. Thank you, Mr. Chairman.
Governor, as I understand it, there are two areas of H.R. I in which

you are in fundamental disagreement: one is the family assistance
plan and the second is the federal iznatioi) of the program; am I correct?

Governor REAGAN. Yes, sir.
Senator BYRD. Secretary Richardson, when he testified before this

committee in his official statement described this program in three
words: "revolutionary and expensive."

Would you be inclined to agree with that?
Governor REAGAN. Yes, sir.

NSenator BYlD. Now, Governor, you mentioned a little while ago that
HEW will not permit demonstration projects. Could you comment a
little bit more on that?

Governor REAGAN. Well, on a statewide basis?
Senator BYRD. On a statewide basis, yes sir.
Governor REAGAN. As a matter of fact, one of the debates that we

have been having for some time in securing the waiver for our own
demonstration projects is the size of it, the number of counties and
the number, the percentage of the welfare recipients who are involved
in those counties; and HEW would like to have it smaller. -

Now, they believe, ind I am sure, sincerely, that congressional in-
tent is such'that they A'touldbe-in opposition to the law if they allowed
a statewide project or even one of the size that we originally requested.
You low, it was not totally the State, and this, again, we would like
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to see changed so that we could have these demonstration projects and
have them statewide and allow a State to be compared with other
States wlhre it is not being done.

Senator BYRD. I.R. 1 as now drawn would not permit the statewide
demonstration projects?

Governor REAGAN. I don't bel ieve that is covered.
Mr. CATIFESO.N. Well, Senator, I don't believe it does. This is an

interpretation of HEW that they believe that their authority under
section 1115 would not permit them to approve a waiver for a demon-.
stration -project for an entire State. This is-not explicit in the law.
However, it is interpreted that way by HEW. I know of nothing in
1-.R. 1 that would change the present situation.

Senator BYRD. Thank you.
Now, Senator Ribicoff brought out there are 168 different poverty

programs costing $31 billion andl he has had wide experience in this
field( and feels that $11 billion could be saved on the lower priority
rung of that 168-foot ladder.

Do you, as the Governor of the largest State in the Union, and as
one who has devoted so much time to this problem, do you feel it is
realistic, if the States were permitted to have greater control over
these programs that we could probably save $11 billion out of that
$31 billion?

Governor REAGAN. Well, I have never made any actual study be-
cause, as I say, we can't ourselves find out all that has been going on:
but in view of what we have done already and what I have seen, I
certainly would not quarrel with that figure. I would like a crack at
trying.

Senator BYRD. Let me ask you this: Do you have difficulty getting
information from HEW or replies to your inquiries to HEWVr

Governor RFAGAN. I don't think we have. It is just that I don't think
they know much more than we do about it. Some of them have gone
into community projects, as I say, a group can form in a community
and come up with a project; they get it and it bypasses the State.

Senator BYRD. I notice on your addendum No. 2-incidentally, Mr.
Chairman, I would like to ask at the conclusion of my remarks that
the text of addendum No. 2 be published in the record.

Senator ANDERSON. (presiding). Without objection, that will be
done.

Senator BYRD. Governor, you state that welfare reform can best be
accomplished within the present structure of shared Federal-State re-
sponsibilities?

Governor REAGAN. Yes, sir.
Senator Bnm. Then you say that federalization of the payments

programs will mean the creation of a greatly enlarged Federal bu.
reaucracy.

It has been estimated that it will take 80,000 new Federal employees.
I assume that you would not look with too much favor on that f

Governor REAGAN. No, sir and I don't believe they are necessary.
Senator BYRD. I agree with you.
I am quoting again from your addendum No. 2:
In addition to creating a massive Federal bureacracy, H.R. 1 forces States

like California that have attempted to administer equitably welfare programs
to turn their programs and their money over to the Federal Government.

The Federal Government is practicing fiscal blackmail to require the States
to relinquish their responsibilities and their control.



1913

I like the language you used, Governor. [Laughter.]
Senator BYRDn. Now , on the next page you discuss the guaranteed

welfare income. I have been asking this question in the Senate. I guess
I have asked it two or three dozen times over the last 2 or 3 years but
maybe you could answer it for me.

I have not gotten any answers from my colleagues in the Senate. As
we know, this program doubles the number of people on welfare.

My question is this: How do we reverse the trend to the welfare
state by doubling the number of people on welfare?

Governor REAAGAN. Senator, I don't have the answer to that. I just
know that once a person starts getting a check from the Government it
is very hard to break him of thehabit.

Senator BYRD. On another page of your statement: "In the words
of," and I am quoting you, "in the words of Daniel P. Moynilmn, the
bil provides a minimum income to every family" and then you quote
Dr. Moynihan, "provides a minimum income to every family 'united
or not, working or not, deserving or not'."

I had not seen that quotation from Dr. Moynihan. I think it is a
very significant one. In other words, H.R. 1, as I understand it, and
am I correct about this, according to -Dr. Moynihan, provides a mini-
mum income to every family "united or not, working or not, deserving
or not"?

Governor REAGAN. Yes, sir.
Senator BYRD. I think you rendered a service in bringing out that

ouofation, at least I find it extremely interesting and since the tax
funds from hard working wage earners will go to paying people work-
ing or not, deserving or not, maybe the taxpayers also would be in-
terested in that quotation.

Now, on another page you say that,
The bill would to all intents and purposes federalize the administration of

welfare manpower training and employment programs and thus further re-
duce the role of the States.

Certainly it seems to me you are correct in that statement, Governor,
and what -amazes me is thiat so many Governors have come up here
and asked the committee to further reduce the roles of their own
States.

Governor REAGAN. Yes, sir: I discussed this with Governor friends
of mine among the ranks, and I have to say some of them have just
simply become so discouraged and the problem is so great and bank-
ruptcy theatens their own States that some of them have thrown up
their own hands. They know what they are asking is wrong but they
have thrown up their hands and said, iTake it off our backs." I don't
believe in that.

Senator BYm6. The Governor of Massachusetts, Republican Gover-
nor of Massachusetts, who was before the committee last week, and
was asking that the Federal Government spend $10 billion monre for
welfare and the distinguished Senator from Nebraska, Mr. Curtis,
asked the Governor "Well. now, Governor, where do we get this $10
billion? Do you recommend that we increase income taxes, or do you
recommend that we further go into deficit financing." and we now
have-for this vear-a balance of $45 billion in'defict financing, "and
you recommend we increase income taxes or add the $10 billion to the
deficit?"

And he said, "Just add it to the deficit."
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So the thinking of the many people these days seems to be that
we can spend all of this money but nobody has to pay for it.

I don't agree with that philosophy and I feel sure the Governor
of California does not?

Governor REAGAN. No, Senator, in the profession I used to be in
we used stage money many times in pictures and we on the set used
to refer to it as "if" money; and I have an idea that very shortly if
I went back to that profession we wouldn't bother to print up the
"if" money; we would just use the real thing. [Laughter.]

Senator BYRD. On the last page of addendum No. 2 you say: "In
my welfare legislation the Secretary's discretion should be limited
and made as clear as possible."

I think that is extremely important. My impression is that the
Secretary of HEW and other Secretaries, for that matter, but we are.
now speaking of this particular Department, have taken unto them.
selves too much discretion. I think Congress has an obligation to
write these laws in such a way that these administrators cannot inter-
pret the laws to an unreasonable degree: and my impression is, and
I would be interested in your view, whether in many cases many ad-
ministrators in Washington are intepreting the laws in an unreason-
able way. Have you had experience along that line?

Governor REAOAN. Senator. yes, we have. As a matter of fact, the
further ou get into the echelons in dealing with some of these pro-
grams, the more you are aware that there is a different note taken
in talking to us and a different note sounded than there is sometimes
here in Washington; and this is the purpose of the 23 amendments
that we were presumptuous enough to suggest; it is to do-exactly
this, to have Congress spell it out so that when we were in these
discussions we were not constantly snowed under by the declarations
that we were up against a congressional intent, and it was an interpre-
tation of congressional intent and, as I say, we have discovered that we
think some of the regulations have distorted congressional intent.

Senator BYRD. I think Congress has an obligation to do just what
you suggest there; it has been my impression that Congress in recent
years has been giving away too much authority. We have not been
willing to take the time and make the effort to write the laws in a
way that will require these administrators to follow the intent of the
Congress.

Governor Reagan, I think that your testimony is tremendously
helpful. My impression over the last few years has been that you
have done more work on this question of welfare than any other
Governor of the 50 States and this independent Democrat from Vir-
ginia is very pleased to associate himself with the former Democrat
and now Republican Governor of California in 'these matters.
[Laughter.] "

Governor REAGAN. Senator Byrd, thank you very much.
Senator BYRD. Thank you, Mr. Chairman.
(Addendumn 2 to Governor Reagan's prepared statement follows:)

ADDENDUM No. 2

The following provisions are those major provisions In TT.R. 1 which are
opposed by California. Included in this package are suggestions for amendment.
Thire are other less significant provisions which may also be opposed to by
California but which have not been included in this analysis.



FEATURE
1. Federalization

Under the present system the Federal Government reimburses
State for a percentage of the cost of aid payments and the cost
of administering such payments. States are assured of this federal
financial participation so long as they meet the stuatory require-
ments of the public assistance statutes.

Under H.R. 1, the State/Federal balance would be destroyed,
and there would be no federal financial reimbursement to States for
any public assistance payments. Instead, the Federal Government
would directly administer federal benefit programs to families,
and to aged, blind, and disabled persons. The Federal Government
would pay the total cost of such programs including costs of
administration.

OPPOSE
POSITION AND AMENDMENTS

Welfare reform can best be accomplished within the present
structure of shared Federal/State responsibilities-

Federalization of the payments programs will mean the creation
of a greatly enlarged federal bureaucracy, inherently less able
to meet the needs of the people than the current State/Federal
partnersldp. The difficulty in administering the present welfare
system at the state level is due in large part to complex and con-
tradictory federal regulations and to the constant "reinterpreta-
tion" of those regulations by HEW staff members, but at least now
there is a check-and-balance system resulting from the fiscal sharing
of states with the Federal Government, and in California of county
sharing as well. This sharing of fiscal responsibility and its implicit
sharing of programs responsibility has been the deciding incentive
to welfare reform in California.

States, such as California, would be virtually required to make
supplemental aid payments, but would face greatly increased costs
unless they agree to federal administration of the States program.

Specifically:
(a) The bill provides that State or local assistance regularly

received by persons covered by the federal benefit program would
be. considered as 'income" in computing the federal benefit un/css
such assistance is provided under an agreement with HEW.

In addition to creating a massive federal bureaucracy, H.R. I
forces states like California, that have attempted to administer
equitable welfare programs, to turn their programs and their money
over to the Federal Government While there is a 'technical" choice
as to whether or not a given state manages its own supplemental
program, realistically there is no choice, since self-management will
cause greatly increased costs to any state. The Federal Government
is practicing fiscal blackmail to require the states to relinquish
their responsibilities and their control A system conceived in such
deceit canna be in the interests of the people--either taxpayers or
recipients. I



2. Guaranteed Welfare Income
The bill creates a national welfare system with guaranteed in-

come. It assures that every family with income below a certain
amount will receive government payment sufficient to bring its
income up to that amount.

(b) If a State elects to administer its State supplemental pro-
gram% it would not be covered by the "hold-harmless" provisions
of the bill designed to protect States against future increase in
welfare costs.

(c) Under amendments to ithe current law which would be effec-
tive upon enactment of H.R. 1, the Secretary of HEW could:

Require retroactive payments from the State to recipients
affected by the State's failure to make payments in accord with
federal dictates.

Prescribe administrative methods for correcting a State's
noncompliance with federal requirements.

Request U.S. Attorney General to bring suit against the State
to force compliance in addition to or instead of withholding
federal reimbursement.

(d) The bill contains a virtual mandate on States with present
levels above the new federal benefit levels 'to maintain present pay-
ment levels plus the bonus value of food stamps.

Proposal 1. State option for administration.
Proposal 9. Federal fiscal incentive for efficient operation.

It is commonly understood -that a government guaranteed income,
not based upon individual productivity, is a giant step toward a
welfare state, with its inherent loss of individual identity and
pride. Some argue this is not a "guaranteed Income" because em-
ployable family members must cooperate with work and training
requirement-. This argument is fallacious, since family income
would be reduced only by the uncooperative member's share. In the
words of Daniel P. Moynihan,. the bill provides a minimum income
to every family "united or not, working or not, deserving or not".
There should be a minimum national standard to support those
unable to take care of themselves, but not a government-guaranteed
Income to all families.

1-A



3. Income and Property Disregards
Employed families would be allowed to deduct from their annual

earnings at least the first $720, "rea-.onable" costs of child care, and
% of the balance of earnings, before the amount of the welfare
benefit Is determined.

Aged, blind, or disabled individuals or families could have up to
$1.500 in cash or other liquid assets to meet emergencies and still
be eligible to receive benefits.

The bill provides that the value of a home "as deemed reasonable
by the Secretary" is to be excluded in determining countable re-
sources subject to the statutory limit.

4. Inadequate Work Program & Sanctions
The bill would to all intents and purposes federalize the admin-

istration of welfare manpower training and employment programs
and thus further reduce the role of the States. Even more impor-
tantly the manpower programs which make up the Opportunities
for Families' Program are in the last analysis little more than a
continuation of the WIN-type activities which, after almost five
years, have proven to be ineffective in relation to its cost.

Proposal 2. Relief to low income families.

This feature continues the inequities of the present system in
which welfare families can earn over $1000 gross income in Cali-
fornia and still receive the same welfare payment as the family
vith n/ income. A limit on gross income should be set above which

a family would not be eligible for welfare.
This limit is too high and should be set at a figure more con-

sistent with emergency needs, taking into account the availability
of free medical and other service-s. Consideration should be given
to the method we have proposed in California under which recipi-
ents with special needs are required to "spend down" a proportion
of their allowable emergency resources before any allowance for
special needs is made.

It would be desirable to give the Secretary'discretion to recognize
regional differences in property values. However, we believe that
Congres. should establish some limits on the Secretarys discretion
in order to prevent legal and political pressure to establish unrea-
sonably high limits.

Proposal 3. Overall limit for AFDC family income.
Proposal 4. 30 and 1/ disregard in AFDC.
Proposal 5. Work-related expen-ses.

These provisions should be revised to require the recipient to
actively seek realistic job opportunities, especially through the
private sector. In addition, provisions should be added under which
employable recipients who are not in work or training would be
referred to public agencies for the performance of public service
activities with no additional remuneration other than their welfare
benefits. California has by action of the Legislature created such
a program and we are currently negotiating with HEW for a dem-
onstration project that would allow us to implement this program.



If an employable family member fails to register for work or
refuses to take work or training, the only penalty the bill pro-
vides is his removal from the grant.

5. Social Services Pressure
H.R. 1 defines the social services program In almost exactly the

same terms as present law, but at the same time imposes a ceiling
of federal expenditures for state service programs.

6. Secretarial Discretiokw
H.R. 1 gives broad discretionary powers to the Secretary of

HEW to establish police governing the federal benefit system and,
therefore, the supplemental programs of the states.

Since aid in only a slightly reduced amount would be continued
for the family, we believe that this is a weak and ineffective sanc-
tion against those who would abuse the system. The bill should
provide a range of sanctions including the ultimate sanction of
the denial of aid to the entire family for a period of up to one year.

Proposal 6. Community work program.
Proposal 7. Employables program.
Proposal 8. Sanctions imposed for refusal to work or train.

The service implication of the Act is that all services enumerated
should be made available. In California, which has a comprehen-
sive services program based upon federal guidelines, the practical
effect of H.R. 1 will be to force continuation of an overabundant
set of services even if federal money is not available to help pay
the bill.

Proposal 15. Modification of statewideness requirement of social
services.

The Secretary of HEW is subject to many pressures from groups
of recipients and others Vho benefit from the welfare system. In
any welfare legislation the Secretary's discretion should be as
limited and clear as possible- Limitless discretion, particularly
when it can severely affect state budgeting, will result in continua-
tion of the present "leap frogging" of benefits as the Secretary,
Influenced strongly by his firmly entrenched and bureaucratic staff
tries to satisfy one pressure group after another.
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The CHAIRMAIN. Senator Hansen?
Senator HAN SE.V. Thank you, Mr. Chairman.
I don't suspect there is very much new to be added, but just for the

record, Governor Reagan, let me note that despite what some of your
detractors, and they are not many, tried to say about you, I would
like to read just from your report here, where you say:

Our task force findings have led to the conclusion that the basic, original
structure of the welfare system was sound. It was based on a concept of aid
to the needy aged, the blind and disabled and children deprived of parental
support. Able-bodied adults were expected to support themselves, their children
and their aged parents to the extent of their capabilities.

I guess those in the opinion of some would be revolutionary ideas
these days. They are not for me. I think they are great.

Then I would like also to note, 'Mr. Chairman, that in implement-
ing some of the ideas that the Governor of our largest State has found
to be worthwhile, and which are, I am sure, supported by a majority
of Americans everywhere, you have been able to do a better job in
the State of California than would otherwise be the case.

You point out that an AFDC family of four, receiving $221 last
spring now receives $280 a month. In other words you are doing
something about those people in real need to help tlem combat the
corrosive factors and influences of inflation.

I note also that a cost-of-living increase was granted in December
to the aged, the blind, and disabled.

I point these things out because I agree with Governor Reagan;
I think most of the members of this committee agree with Governor
Reagan, that there should be no argument at all about helping the
aged, the blind, and the disabled. We all want to do that and, as he
suggested, let's remove them-I think you implied this; at least,
Governor-let's remove them from the welfare rolls. I don't think they
need to be there. I know the chairman of this committee doesn't think
they need to be there. I think they could be better cared for in another
category.

I pointed that out because it is popular these days to say to those
who point to abuses, who point to lawlessness or illegal means by
which people get on welfare, to say, "Well, this represents a very small
percentage of the total welfare recipients." In the opinions of some,
it may be as low as 1 percent.

But I say if we take off these categories to which you have alluded
and if we identify the fathers of the AFDC children, as well, which
is a difficult job now to do according to the interpretations of HEW,
we would come up with some pretty important figures that would
demonstrate, I am convinced, that there could be a far less drain
from the average taxpayer's budget for welfare than is now the case.

I remember a year ago when you testifiedyou had Republican and
Democratic Governors around you. I heard expressions from both
sides saying that of all the 50 Governors, in their opinion, none knew
as much, none understood the problems as well as you do; and I wish
that HEW officials had your comprehension of the problem and had
your wisdom and your willingness to explore ways in which the burden
could be made less.

But, unfortunately, that has not been the case.
When they started out talking about welfare reform, I get the

impression that they agreed upon three main principles:' (1) no one
72 -578-7-2-pt. 4-20



1920

receiving any help from welfare should have his benefits reduced from
what they :ere at the time of the change. That assumes that every-
thing is all right. "We are going to be sure no one needs to be worried
or suffering any anxiety about this because all of you on welfare are
going to be able to stay on there." -

Second they came out with this idea of a guaranteed minimum
income of $2,400 a year. As Len #Jordan from Idaho says, anyone who
has played poker knows that is only openers; it is going to go right up
from there; it won't stop at $2,400.

Then, also-and I suspect the longer you are around the Potomac
River flhe more imbued you become with the greatness of Federal
bureaucracy-there are those who say also "We need a Federal take-
over of the program because the States don't implement it fairly."

Well, I don't know of anybody who knows what the needs of 'its
people are better than those who live among them and I am one who
believes very strongly in the wisdom of leaving the control in the hands
of State administrators because I am impressed by what I have heard
here this morning.

You know, Senator Ribicoff, for whom I have the highest regard,
has spoken about the 168 different programs that benefit the. poor.
For t lose who have'access to this hearing r'c-ord, I am referring tohearings before this committee on H.R. 1, July 27-29, August 2 anl 3,

11)71, and on page 195 are listed a lot of programs that I suppose
included those, am I right, Senator Ribicoff, is this group

Senator RutBcoFF. Yes; this is the list, sir.
Senator HANSEN. Yes; thank you. It can be argued, I suppose,

everything we do in this country, someone can say, this ought to help
the poor, I think that if you want to generalize enough you can
contend for any program.

But let me tel you what some of these programs are: They are socialsectuity programs thht cost. according to tle estimates m'de at that
tiie, in 1972, 6,783 million. There are some school lunel programs. I
note that we have educational opportunities' grants and higher educa-
tion work study-well, those don't exactly seem to me to be poverty
programs; but if you want to generalize enough, I guess they are: they
cost $218 million. Vocational education basic grants to States, con-
sumer and homemaking grants for vocational education, total $116
million.

Alcoholic counseling and recovery, comprehensive health services,
drug rehabilitation, emergency food and medical services, and family
plainin collectively in 1972 will-it has been presumed will cost
$152 million.

Then, nine different veterans programs are also included in this
long list. They cost, according to the estimate then made, $2.67 billion.

I am reminded of the story that is told of what happened on an
Indian reservation after the laws of the United States outlawed plural
marriages.

The Federal enforcement official came up to the old chief and he
said, "Chief, you have got two wives. One; she has got to leave."

And the old chief l6oked the Federal bureacrat in the eye and he
said. "You tell them." [Laughter.]

Senator HANsEN. All I want to say is these 168 programs that we
are talking about here, I think, mayle instead of asking HEW what
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ones of those they would get rid of, maybe those on the majority side
of the aisle ought to be telling HEW because I suspect, I don't disagree
with most of them but I suspect most of them were passed by Demo.
crats under Democratic leadership,; and I don't think it is quite fair
to say that HEW ought to sort out, out of these programs which L
believe you used the figure $31 billion. I think that it is really not
(Uite cricket to say, Now we want HEW to respond."l

I share with you the concern that on many )oints HEW hasn't
been responsive and I have deplored that just as much as you do but
in this specific area of personal interest to you, I think, like the old
Indian chief, we can say, "You tell tien,' because I really believe
a lot 'of these are programs that came from that si(le of the aisle.

Now, we had testimony, Governor, here a few days ago, indicating
that in one county in Arkansas the county attorney down there was
persuaded, on the basis of his service and the efforts he had made, that
if lie could get the cooperation of IIEW and of all other related Federal
and State agencies, lie could probably reduce the welfare burden in
his area simply by making fathers who ought to be supporting their
children, fathers who were working, contribute'to ti ie support of
those children.

I would ask you, do you su§pcct; Without wanting you to venture
ain opinion insofar as actual, numbers are concerned, do you think
that the situation that this oue prosecuting attorney found true in
Arkansas might be true throughout the United States?

Governor REAGAN. Oh, yes, sir. No question about it. I think it is
even worse than he probably spoke of in our own State.

Senator HlaxsE.N. Mr. Clairnman, I won't take longer. I do want to
join with all of those who have spoken earlier in thanking you,
Governor Reagan, for your great (ontribution. I just hope the people
of America will be able to discern the difference-I am sure they
will-ill helping people who need help, in holding true to the original
ideas of welfare when it was instituted to help t~ie old 'nd the h lind
and the disabled and children who ha(l no support.

If we can get back to that concept, and I think you have moved
us in that direction, then I think we call indeed accoml)lish some
real welfare reform.

It doesn't seem like welfare reform, to me, to say we are going to
keep all of the present mess we have and then double the rolls and h'pe
that everything is going to turn out all right.

Thank you very much.
Governor REAGAN. Thank you.
Senator ANDERSON. Are there any further statements?
Governor REAGAN. Sir, I would just like to ask permission to submit

additional figures later for the record, also.

Senator ANDEnSON. We will be very glad to have you do it. We thank
you very much, Governor, for a, very fine presentation-all of us.

Governor REAGAN. Thank you, Senator.
(Additional figures, and the prepared statement and addendums

of Governor Reagan. fol-low. Hearing continues on p. 1939.)

FORMULA FOR COMPUTING POTENTIAL EMPLOYABLE AFDC RECIPIENTS

A -- Total AFDC.
B=Total AFDC Children.
C=FG Mothers with Children Under 7 (10% of Total FG).
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D=FG Mother, unemployable for Other Reasons (24.5% of Mothers Who
Do Not Have Children Under 7).

E=Unemployable U Fathers.
F=FG Mothers with Children Under 7 Who'Would Volunteer (Figures based

on "Public Welfare in California-June 1971-Table 3b").
- Potential Employable AFDC Recipients= [A-l]- [C+Dq+E1+F= [I,526,987-
1,084,422J-[266,527+27,985+10,498] +8,808= [442,475] - [805,005] + 3,808
137,470+ 3,808= 141,278..*

STATEMENT OF "-HiON. RONALD REAGAN, GOVERNOR OF CALIFORNIA

Mr. Chairman, members of the Committee, I appreciate the opportunity to
testify here today--particularly since I have never before had this privilege and
honor-and also because I consider the welfare problem the gravest domestic
issue our Nation faces.

Two years ago welfare was out of control nationally and California was no
exception. At that time HR 10311, and later HR 1, were presented as a solution
to the problem. One of its authors responded publicly to critical question by
answering that "It's better than sitting on our hands and doing nothing."

I share the President's desire to reform welfare and certainly share his belief
that there should be a restoration of the work ethic. However, as you are aware,
I have had some very serious reservations about several of the approaches to
welfare reform embodied in HR 1.

In August 1970 I presented to this Committee a statement regarding the ver.
sion of HR 16311 which was pending before your Committee. Many of the provi-
sions of that Bill to which I objected in my statement are in HR 1.

My remarks today wtll..concentrate on 6 areas of major concern.I have with
HR 1 and with the need for federal action in achieving real welfare reform. I
believe that:

1. States are better equipped than the federal government to administer
effective welfare reforms if they are given broad authority to utilize admin-
istrative and policy discretion.

2. A system of a guaranteed income, whatever it way be called, would not
he an effective reform of welfare, but would tend to create an even greater
hunan problem.

3. A limit should be set on the gross income a family can receive and
still remain eligible for welfare benefits.

4. For all those who are employable, a requirement e adopted that work
in the community be performed as a condition of eligibility for welfare bene-
fits without additional compensation.

5. The greatest single problem in welfare today is the breakdown of family
responsibility. Strong provision should be. made to insure maximum support
from responsible absent parents.

6. A simplified system of pensions should be established for the needy aged,
blind, and the totally and permanently disabled.

In August of 1970 the size and cost of welfare had grown into a monster which
was devouring many of California's programs and was failing to meet the needs
of those who, through no fault of their own, have nowhere el.e to turn but to
government for subsistence. We didn't just become aware of this problem in 1970
but our earlier efforts to deal with it weren't too successful; perhaps because we
relied on professional welfare experts to propose 'solutions and all too ofteu they
were most familiar with what they were sure they could not do, so the situation
became worse instead of better. Finally, to avert a fiscal and human disaster,
I asked several members of my administration, who had proven themselves in
other state administrative posts, to form a task force and to devote full time for
as long as it took to see if and how real reform of welfare could be developed
and implemented. They expanded their task force to include experienced attor-
neys and other management and fiscal experts from the private sector. These
men and women served on a volunteer basis for four months reviewing federal
laws, state laws, and federal and state regulations. They interviewed over 700
people involved in administering welfare in California at all levels, and developed
proposals and ideas for a realistic and humane reform of welfare.

*This would be the totel of emloyaibles utillzing the formula based on the TalmadgeAmendment to the tax bill 1971. We feel this Is a very conservative figure and the total
number of employable would be in excess of 150,000.
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In early March of 1971, not quite a year ago, we presented the legislature with
the most comprehensive proposal for welfare reform ever attempted in Califor-
nia and perhaps the nation. All in all, there were over 70 major points involving
administrative, regulatory, and legislative changes.

We had already gone ahead in January with those changes we could make
_,dministratively and we continued through the spring and summer until the
legislature finally agreed to most of the statutory changes we'd asked for, plus
others which were negotiated.

It should be pointed out that we weren't exactly exploring uncharted land. Our
task force undings had led to the conclusion that the basic original structure
of the welfare system was sound. It was based on a concept of aid to the needy
aged, the blind' and disabled and to children deprived of parental support. Able-
bodied adults were expected to support themselves, their children and their aged
parents to the extent of their capabilities. The system was meant to be adminis-
tered by the states and counties with the federal government sharing the cost.
But we had also learned that, almost from the start, this basic structure had

been undermined. Sometimes by federal or state law, but more often by regula-
tions, state and federal. Regulations drawn up by the federal agency administer-
Ing welfare reflected the philosoplhy of the permanent employees rather than an
interlwetation of the law. Thus the original legislative intent was often distorted.

Back in January when we began, there were plenty of experts telling us that
no state could reform welfare; that the statutory, regulatory and administrative
constraints were too many and too inflexible. Figures now indicate that they were
wrong.

According to HEW, national welfare and Medi-caid costs combined increased
last year by 27%. In California, we estimate an increase in welfare and Medi-
caid costs of only 5.9% next year. And that doesn't tell the full story of what
has happened and is still happening because of our reforms. We suspect we may
be playing it too safe.

For several years up until last April, California's case load increased more
than 40,000 persons per month. This held true even when the economy was boom-
ing and we had full employment. Our projections were that by this last December
we would have added another 319,000 to the rolls. Not only did this not happen,
but in December we had 176,000 fewer welfare recipients than we had In March,
1971. In that nine month period we have reduced spending,. federal, state and
local, by more than $120,000,000 below what it would have been without the
reform. Through the December figure increased by a few hundred recipients, it
was 60.000 less than the increase in December of 1970, and the lowest December
increase In 30 years.

Because of these savings, we have achieved one of our primary goals-we have
been able to Increase the grants to the truly needy. An AFDC family of four, to
cite an example, receiving $221 last spring now receives $280 a month. A cost of
living increase was granted in December to the aged, blind and disabled. In the
current fiscal year, we will spend $338,000,000 less in federal, state and county
funds than would have been necessary without the reform. In our 72-73 budget
I mentioned a moment ago, we are asking for $708,000,000 less than would have
been required without reform.

Let me stress once again-the important thing is we didn't find any new magic
formula. We simply overhauled the present structurally sound welfare system.
We insured adequate aid to the aged, the blind, the disabled, and children who
are deprived of parental support and reduced aid to the non-needy with realistic
work incentives so that funds could be redirected to the truly needy. Our program
requires employable recipients to accept work if offered, and that If jobs are not
available, to work in the community in order to remain eligible. Absent fathers
are now legally indebted to the county for benefits paid to their families with a
provision for wage attachments and property liens, if necessary. Fiscal incen-
tives are provided to help counties trace absent fathers.
But maybe most important is the fact that the California plan retains most of

the administration and responsibility for an effective and efficient welfare pro-
gram at the level closest to those who benefit and those who must pay the bill.

Members of our taks force found that with provision for reasonable adminis-
trative discretion, combined with fiscal responsibility and discipline, the most
effective administrative efforts in California were those carried on in the medium
and snmnller sized counties. We retained the concept of state supervision and
-county administration of welfare on a partnership basis.
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In spite of our reforms. many of the greatest loopholes which still permit fibuse,
inhibit effective state action. and which have led to a loss of public confidence,
remain in federal law and federal regulations-imainly regulation. We see a fiscal
and administrative disaster if the administration of the welfare system is cen-
tralized here in Washington as proposed in HR 1. As you've already heard,
HEW claims that HR 1 would save California $234,000,000. Actually, it would
increase our costs by nearly $100,000,000.

We are presently being challenged in court on nine of bur eighty-four changes
on the grounds that we are in violation of federal law. Regardless of the out-
come, we believe we are not in violation of Congressional intent before it was
reinterpreted in regulations.

To get back to the matter of HR 1, I respectfully urge this Committee to
eliminate the proposal to provide welfare benefits to intact families with em-
ployed fathers. I am not unware of nor insensitive to the plight of the-low
earner but I believe relief to those families can be provided in the form of
Social Security and income tax exemptions. It doesn't seem right to reduce
a man's take-home pay with taxes and then send him a government dole which
robs him of the feeling of accomplishment and dignity which comes from
providing for his family by his own efforts. By the same token, we feel that
the able-bodied recipient should be given the maximum opportunity to support
his family by doing work in his community which will benefit the community.
At the same time it develops and maintains his ability to perform effectively in
a regular job when it becomes available. We don't suggest this in any punitive
way nor are we advocating useless make-work chores. Not only will the in-
dividual benefit from participating in useful work, but those who foot the bill
will be more apt to approve if they see community services being performed.
If I could anticipate a possible question concerning the usefulness of such a
community work force let me just mention one of the many possibilities. The_
Los Angeles school system reported last week that vandalism was costing that
one city alone $50,000.000 a year. Night watchmen might change that.

I was pleased to see that the Talmadge amendment to the tax bill was
adopted by Congress and signed into law by the President. Most of the features
of the Talmadge amendment parallel very closely the "separation of employ-
ables" portion of our California welfare reform program. However, many of the
so-called work incentives in the present system, and in HR 1 as passed 'by the
House of Representatives, continue to insure aid to the non-needy, and able-
bodied adults are not required to work in the community.

We recommend that a realistic and absolute ceiling be placed on the income
that a family may have and still be eligible for welfare. The experts tell us on
one hand (and I believe them) that all but a few welfare recipients would prefer
to work if work or jobs are available. Yet, on the other hand, they tell us that
we cannot expect someone to be killing to take a job or go to work if Iis
welfare grant is significantly diminished. These expert opinions obviously are
in conflict. I prolse a combination of work Incentives including a mandatory
work requirement and, in the case of a mother-headed family, reasonable child
care expenses and a portion of her income could be exempted until she has
stabilized her work situation. However, an absolute ceiling on the gross income
a family may receive and still be eligible for welfare should be set at 150%
of the standard of need. The proposed limitation of work-related expenses con-
tained in IR 1 should be retained.

We believe that the )resent grant sharing ratio between the state and the
federal government should be retained. However, since eligibility of 85% of the
caseload is due to an absent father, real fiscal relief can be provided the states
by helping them solve this problem. We propose that the federal government
adopt a plan similar to California's which would finance the effort to locate
absent fathers and enforce compliance with child-support laws. The best source
of funds would be to permit the states or counties to retain 100% of the federal
share of grants -recovered through collections from absent fathers and through
efforts of fraud control units.

I support the concept of a simplified system of pensions for the needy aged,
blind, and totally and permanently disabled. Sums of money spent on costly
and complicated eligibility and grant determination systems for these categories
would be better spent in increasing benefits to these people, many of whom have
provided adequately for themselves during their productive and working days,
but who have found that inflation has wiped out the fruits of their past
accomplishments.



1925

The effectiveness of the states' and counties' administration of welfare has
come under heavy criticism 1nd attack. Perhaps in a number of instances this
may be justified. However, it is almost Impossible to hold a state accountable
for effective administrative practices and policies under the present straight
jacket of federal statutes, court interpretations regulations, and abuss of
administrative discretion. Give the states the broadest authority to administer
tie system with proper goals and objectives and then hold us accountable for
our effectiveness in meeting these goals and objectives. Senator Curtis' approach
in S-2037 to severely constri_ the power of federal administrators and return
authority to the states is defllfltebl-oi-ng in the right direction.

I am submitting at this time to you a more detailed listing of amendments
that we would offer to HR 1 and urge your favorable consideration of them.
They are the product of our experience with an actual reform program that
is succeeding In California, they are not theory. I believe that we have demon-
strated in California that a responsible approach to reform of the present welfare
system is possible and that given tools, discretion, and adequate financial assist-
ance, states and counties are in the best position to provide a welfare system
patterned to meet the real needs of thos6 in America who, through no fault
of their own. have nowhere else to turn but to government.

What California has done--other states can do.
Welfare needs a purpose-to provide for the needy of course-but more than

that. to salvage these our fellow citizens, to make them self-sustaining and as
quickly as possible, independent of welfare. There has been something terribly
wrong with a program that grows ever larger even when prosperity for every-
one else is increasing.

We should measure welfare's success by how many people leave welfare, not by
how many more are added.

Thank you.
ADDENDUM No. 1 TO TESTIMONY BY GOVERNOR RONALD REAGAN BEFORE TILE SENATE

FINANCE COMMITTEE FEBRUARY 1, 1972

PROPOSED FEDERAL LEGISLATION

The following legislative proposals for the U.S. Congress set forth problems
in current federal law and proposed changes as related to public assistance. No
attempt has been undertaken in this listing to deal directly or exclusively with
those proposals found in HR-1.

The proposals pertain specifically to the following issues:
1. State option for administration.
2. Relief to low-income families.
3. Overall limit for AFDC family income.
4. 30 and % disregard in AFDC.
5. Work-related expenses.
6. Community work program.
7. Employables program.
8. Sanctions imposed for refusal to work or train.
9. Fiscal incentives for efficient management.
10. Increased federal reimbursement for child support activities.
11. District Attorney costs in enforcing family support.
Ila. Recipient's failure to cooperate with law enforcement agencies.
l1b. Federal participation in costs of District Attorney welfare fraud investiga-

tion and collection.
12. Aliens on welfare.
13. Fair hearings.
14. The 18- to 21-year-old adult.
15. Modification of statewideness requirement of social services.
16. Vendor payments of non-recurring items of special need in AFkDC.
17. Simplified eligibility.
18. Denial of AFDC where there is a continuing child-parent relationship with -

non-related adult.
19. Wage attachment for federal employees.
20. Dependents for military personnel on welfare.
21. Deny aid to strikers.
22. Marital and community property resources.
23. Confidentiality. I



1926

STATE OPTION FOR ADMINISTRATION

Objective.-To provide for a free, unimpeded choice by each State as to wheth-
er it wishes to provide for administration of public assistance programs by the
State, designated local governmental units, or by the Federal government.

Description.-The federal statutes should be amended to provide the state
options as to the method of administration desired, iwthout variable incen-
tives connected with the hoices.

Problem.-Most recent proposals for federal statute changes include strong
fiscal incentives-or disincentives--in connection with various options as to which
governmental unit should administer the welfare programs. These extraneous
influences prevent an objective consideration of which level of government In a
particular state can provide the best and most efficient governmental service.

California experience.-California experience with local governmental units
indicate that there are a number which are experienced, trained, with good man-
agement leadership, which could assume full responsibility for administration
and do a better job than either the State or Federal governments. On the other
hand some counties may not be well-equipped for the job and should not ad-
minister a program which could be better done by State agencies.

RELIEF TO LOW-INCOME FAMILIES

Objective.-To- Improve the financial status of fully employed low-income
families.

De.sription.-Exempt low-income families from the federal and state income
tax (including withholding) and provide them a rebate of their social security
taxes, including the employer's contribution thereto.

Proble.-Many fully employed families work for compensation which is in-
sufficient to meet their minimum needs. This )ecomes more severe as the size of
the family increases. Because they are fully employed, they are ineligible for the
AFDC programs. Rather than create a new category of welfare recipients;, it is
proposed that the situation of such low-income families be improved by provid-
ing automatic exemptions from state and federal income taxes and an automatic
rebate of social security taxes including the employer's contribution thereto. The
solution concerning these families is to provide a better return for their efforts
through such exemptions and rebates rather than place them on public relief
unrelated to their work efforts and productivity.

OVERALL LIMIT ON AFDC FAMILY INCOME

Objetive.-Establish reasonable fiscal controls, and limit eligibility to truly
needy families according to a standard which can be accepted by the nonwel.
fare wage earner and taxpayer.

Description.-In determining "eligibility" (as differentiated from "amount
of aid paid") apply a gross income limitation of 150% of the state's standard
of need. Anyone whose gross income exceeds 150% of the need standard is not
eligible and does not need "wor~c incentives." If gross income is less than 150%
of need, then the various exemptions and work incentives are applied to deter-
mine how much the aid payment should be.

Problern.-Earned income exemptions are available to recipients once they
become eligible for welfal'e. Thus, families already on public assistance end up re-
maining on welfare, even after the breadwinner secures well-paid employment.
This occurs because the first $30 and 1/a of any additional income plus all work-
related expenses are exempted in determining continued welfare eligibility and
size of the cash grant allowed. To correct this, an absolute limit should be placed
on the amount of gross spendable income a family may have and still remain
on public assistance. This limit should be 150% of the "needs standard" as set
by state regulations. This will require an amendment to Social Security Act Sec-
tion 402(a) (8) in order to place a realistic ceiling on the amount of income a
recipient may receive and still remain eligible for welfare.

California experience.-In one agricultural California county a survey showed
95 APDC families with gross earned income ranging from $500 to $1.344 per
month, yet continuing eligible for public assistance because of the various income
exemptions. A more expanded five-county survey showed 84% of AFDC working
families had income ranging from $401-$1,334.41. California has requested a
federal demonstration project in order to apply and evaluate the 150% policy,

-which was incorporated in the California Welfare Reform Act of 1971.
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30-ONE-THIRD INCOME IN AFDO

Objective.-To modify the income disregard provision in AFI)C.
Description.-Modify the $30 and J/,1 of the income disregard provision to base-

the computations on net earnings after deductions rather than gross earnings as
is now required. Incorporate the $30 into a standardized work related expense.

Problem.-Section 402(a) (8) of the Social Security Act allows the exemption
each month of the first $30 and 1/A of the remaining gross earned income of an
AFDC recipient in determining continued welfare eligibility and the amount of'
the grant. This law has been interpreted by federal regulations as requiring this
deduction to be made from "gross" income instead of from "net" income (after
deduction of mifndatory withhold items, work related and child care expenses).
This interpretation is one of the factors in the "high income" welfare cases which
keeps people in the caseload long after earnings exceed actual need. Section
402(a) (8) should be amended to expressly require this earned income deduc-
tion to be made from "net" income rather than "gross" income.

California experience.-Based on Califoinia grant standards utilizing the $30
and 1/,, exemptions from gross income there results a possible continuation on
grant status (mother and 3 children) until the gross income exceeds $1,500 per
month. This is by no definition a needy family. This interpretation was one of
the direct causes of a 7-county suit challenging state welfare regulations last
year. In common with other states, California has no administrative discretion
with respect to the application of AFDC earnings exemptions without risking
the withdrawal of federal financial participation in California's AFDC program.
We find it impossible to defend to irate taxpayers a computational system which
awards grants at these income levels.

WORK-RELATED EXPENSES

Objective.-Establish a reasonable fiscal control and simplify administrative
processes.

Description.-Provide a flat standard allowance of $50 to cover reasonable
costs of employment, plus reasonable and necessary standard amounts for child
care where applicable. Such allowances would be automatically allowed for
earned income recipients.

Problcm.-Social Security Act, Section 402 (a) (7) and federal regulations allow
an AFDC recipient to deduct hundreds of dollars of work-related expenses from
gross income in determining eligibility for public assistance. A policy of allow-
ing all alleged costs of employment on an "as paid" basis requires an inordinate,
amount of administrative time and excessive paperwork and, often, extensive
verification procedures. In addition, these extra "exemptions" on top of the $30
and '/ incentives already provided. Thus, the large amounts provided on an "open
ended' basis contribute to the number of very high income cases that also receive
a public assistance grant. Federal law should provide a reasonable standard al-
lowance for this type of deduction, plus an allowance for hild care.

California ecoperience.-In the Welfare Reform Act of 1971 California estab-
lished a flat standard allowance of $50 to cover reasonable costs of employment.
In addition, there was a provision to cover reasonable and necessary amounts
for child care. This standard was implemented for a short period. It has been
challenged in the courts and temporarily enjoined as being in violation of the
Federal law. The injunction was issued on the basis that Federal law did not
allow a standard for work-related expenses.

During the period that it was in effect, the standard significantly 'simplified
the administration of eligibility and grant calculation.

COMMUNITY WORK PROGRAMS

Objective.-To establish a community work requirement for those recipients
who are not working full time or participating in a work or training program.

Descrption..-,-To require employable AFDC recipients not working full time or
participating in a work or training program, to work in essential community im-
provement projects as a conditiodfW receiving welfare; thus offering the recipi-
ent an opportunity to develop a pattern of work experience and a personal work
history that may assist him in securing and holding a private or public sector
job. Participation will not be required in excess of the amount of the grant. In-
kind necessary work expenses shall be provided.
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Problem.-Federal regulations have been interpreted as prohibiting federal
financial participation in aid payments made to AFC recipients who are required
by state law to participate in a community work experience program, unless the
program is part of the WIN program or administered under the Economic Op-
portunity Act. Title IV of the Social Security Act should be amended to ex-
pressly require federal financial participation in aid payments to recipients
participating In such programs.

California experience.-California, by action of the Legislature, has designed
a demonstration community work experience program. President Nixon, in
August of 1971 said he wanted to see put into effect the kind of broad-based
demonstration project we envisage. We are presently awaiting-HEW approval
of the details of our request for the project. -

EMPT.OYABLES PROGRAM

Objective.-To place employable AFDC recipients into self-sustaining (m-
ployment under a program which combines welfare social services and employ-
ment services by distinguishing between employable and unemployable applicants
and providing them with extensive job-seeking assistance.

Description.-Provide a single organizational structure under the overall di-
rection of the state employment and manpower agency to resolve the special re-
quirements of employable welfare recipients; maximize communication between
welfare and employment services; and provide services required iy the Soeihl
Security Act, to provide a full range of services stressing job information, place-
ment, development, training and! search.

Problem.-This program entails the cooperative effort of several agencies,
e.g., the state welfare department, the county welfare departments, and the
state employment and manpower department, with the latter agency adminis-
tering services to certain AFDC recipients with emphasis placed on the further-
ance of Section 402(a) (14) and (15) of the Social Security Act. It is difficult
to promulgate such programs wtihout securing waivers to the single-state agency
requirements. Legislation to ease implementation would prove most valuable
and helpful to the furtherance of such programs.

California experience.-Nine months of an active "employables program" has
brought about significant results. In Ventura County, California's first "em-
ployables" county, approximately 40 percent of the. employable recipients reg-
istered with the employables unit left the rolls as a result of efforts of the unit.

SANCTIONS IMPOSED FOR REFUSAL TO WORK OR TRAIN

Objectire.-To establish clear sanctions for failure without good cause to
search for and accept employment or to participate in work and training pro-
grams after certification (referral) to WIN.

Description.-Provide for clear, easy-to-administer sanctions for refusal to
search for and accept employment or participate in work and training programs
after certification to WIN.

Problem.-Federal law fails to provide effective sanctions for employable
AFDC recipients who refuse, without good cause, to accept or participate in
employment or training programs after certification to WIN. The present sanc-
tion which requires a 60-day counseling program without the loss of public
assistance benefits for the offending individual, does not effectively dissuade such
refusals. "

Social Security Act. Sections 402 and 433 should be amended to expand the
sanctions so that acceptance and participation in Job search, work and train-
ing is thereby encouraged. Legislation should provide that a range of sanctions
could be imposed by the states including removal from public assistance for a
period of up to one year.

California experience.-In light of intensive WIN employment services, the
60-day counseling period does not significantly increase the number of recipients
returning to WIN after a sanctionable act. In addition, the lfq-dy period makes
administration of sanctions inefficient, costly and provides an additional oppor-
tunity for an unwilling recipient to avoid work and training. Such a recipient
may voluntarily return to WIN after 59 days and subsequently refuse training.
only to start another 60-day period of counseling.
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FISCAL INCENTIVES FOR EFFICIENT MANAGEMENT

Objective.-Federal matching formulae providing incentives toward attainment
of certain goals, previously limited to assistance or service aspects, should be ex-
tended to provide for attaining a goal of simplified and more efficient management.

Dcscription.-Amend existing federal law, and build into any new law which
authorizes supplemental assistance programs by states, provision for higher fed-
eral reimbursements in relation to decreasing administrative costs caused by
demonstrable work simplification and simplified administration.

Problem.-At no time has the federal government established incentives or
methods to evaluate management practices, nor to provide federal fiscal incen-
tives for more efficient management and desira-ble Work simplifications.

California eperience.-California convinced that a major part of the problem
in the growing maze of red tape and bureaucracy, and the faltering delivery sys-
tems of assistance and services, is due to lack of attention to basic management
techniques and failure to recruit trained management specialists into a field dom-
inated by professionally trained social workers with little understanding or back-
ground in management.

Increased federal reimbursement for child support activities

Objective.-To increase local effort and incentive for child support through
increased federal reimbursement.

Description.-Too many families are on welfare because of the failure of par-
ents, usually the absent father, to contribute to -the support of the children.

Problem.-Where a parent is capable of supporting his children, but refuses to
do so, his support obligation should be enforced. The 'taxpayer should not be
forced to make up for the capable parents unwillingness to provide adequately
for his own offspring.

Increased absent parent support activity at the county and state level is neceo-
sary. At present, federal law (Section 403(a) (3) of the Social Security Act)
allows federal reimbursement of 50% of state costs in establishing paternity of
AFDC children, locating absent parents, and collecting support from them (Sec-
tion 402 (a)) 17), (18), (21), (22). No federal participation is available for "pre-

-ventive welfare"-where the collection effort removes the family from the wel-
fare rolls or prevents the family from ever needing welfare.

California experience.---In order to increase local collection efforts, California
has developed the Support Enforcement Incentive Fund (W&IC Section 15200.1).
This fund returns to the counties 75% of the nonfederal collections from absent
parents which actually reduce the welfare grant to the families. Since its imple-
mentation on October 1, 1971, a number of counties in California are actually
showing a profit on their county collection efforts. California's plan will definitely
result in increased efforts, but more is necessary.

1. The Federal Government should give the states and counties a bonus to spur
collection efforts. A federal support enforcement incentive should be created to
allow the state or local jurisdiction to retain money saved by its collection
efforts-that is the 50% federal participation in the welfare grants.

2. The Federal Government should ease up participation restrictions on child
sul)port activities and accord the same priority as the items listed in Section
402(a) (3) (A).

Obviously, it will never be possible to collect child support from 100% of
absent fathers; some may be unemployed, deceased, unknown, or in prison. But
certainly, with greatly improved enforcement and financial incentives, the per-
centage of absent fathers contributing to the support of their own children can
be significantly increased and future negligence deterred. Every dollar that is
raised through this source reduces the need for more-taxes to pay for welfare.

DISTRICT ATTORNEY COSTS IN ENFORCING FAMILY SUPPORT

Objective.-To allow full costs of law enforcement agencies in enforcing family
support.

Desription.-Amend federal law to clarify the intent of Congress so that the
restrictions in federal regulations which limit federal reimbursement of local law
enforcement agencies.

Problem.-The Social Security Amendments of 1967 (PL 90-248) included pro-
visions requiring welfare agencies to enter into cooperative arrangements with
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courts and law enforcement officials in relation to obtaining public assistance
child support. These provisions included authorization for federal financial par-
ticipation in the costs Incurred as a consequence of such cooperative arrange-
ments. Despite the fact that the Statute (402(a) (18) Social Security Act) makes
no mention of a required level of operation before federal sharing becomes avail-
able, federal regulations (45 CFR 220.61 (f) (4) (v)) limit federal sharing to,
costs above the level of activity in effect prior to the enactment of the regulation.
DHEW based their "maintenance of effort" provision on their reading of con-
gressional intent as expressed in the Ways and Means Committee Report on H.R.
12080, particularly the following:

"The Committee expects that this expenditure of federal funds will result in
increased effort to enforce the laws against desertion and nonsupport. The Com-
mittee also expects of the Department of Health, Education, and Welfare extreme
diligence in working out the implementation of this provision to protect the.
federal funds and to assure maximum benefit from the money expended."

A similar restriction does not exist if the activity is performed by the welfare
agency. There is a need for a clear expression of congressional intent that there
will be federal reimbursement for all expenditures by the district attorney and
other law enforcement agencies in obtaining absent parent child support. Such.
amendments would be made in Social Security Act Sections 402 (a) (17) (A)
and 402(a) (18),

RECIPIENT'S FAILURE TO COOPERATE WITH LAW ENFORtEMENT AGENCIES

Objective.-To simplify, and make effective, a procedure to secure child sup-
port due from an absent father without applying penalties against the children
of a mother unwilling or unable to cooperate with law enforcement officers in
locating the absent parent to secure support.

Problern.-Federal legislation is needed to provide for an alternative to re-
move a recipient of AFDC from the welfare rolls for failure to cooperate with
the District Attorney in locating or naming an absent parent.

Soltio.-California has provided an alternative means of requiring coop-
eration. Welfare and Institutions Code Section 11350 makes the grant paid to
the family of an absent parent a debt owed to the country by such parent,
limited only by his ability to pay at the time of creation of the debt. Because
the debt is owed to the county, it may sue in its own name for recovery, and
when necessary, subpoena the recipient as a witness to answer such questions.

Recommcndation.-The Federal Government should adopt the "debt to the
government" concept in all cases where welfare is paid because of a person's
failure to support where be is liable for support. To avoid constitutional problems,
the amount of the debt should be limited by the ability to pay of the debtor at
the time the debt arises.

FEDERALMPARTICIPATION IN COSTS OF DISTRICT ATTORNEY WELFARE FRAUD
INVESTIGATION AND COLLECTION

Objective.-To provide greater federal incentives and fiscal support to law
enforcement agencies such as the district attorney for prosecuting fraud, re-
covering funds fraudulently obtained, and related legal actions in connection
with applicants and/or recipients of public assistance.

Problem.-Presently there is no federal matching of funds for district attorney
costs incurred in prosecuting welfare fraud and recovering money fraudulantly
taken. Prosecution of fraud involves the same steps as recovery of child SU)port
intake, law enforcement and collections. The collection activities return federal
money and consequently reduce the burden on taxpayers. The real key is pre-
venting the fraud from occurring.
Recommendation

1. The Federal Government should allow reimbursement of state costs of
fraud prosecutions in the same priority as the items listed in Section 402(a) (3)
(A) of the Social Security Act.

2. A Fraud Prevention Incentive Fund should be established that would re-
turn to the counties any federal money collected in fraud prosecutions. The fund
should not be based on convictions, but should reflect actual funds collected.
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3. The Federal Statutory approach should not be based on convictions but on
actual funds lost due to fraud. HEW suggests that fraud exists in only 1% of
the cases based on convictions. However an actual case evaluation study done
In California during 1970 proved that fraud exists in at least 15% of the cases.

ALIENS ON WELFARE

Objcctive.-The support of citizens of other countries shall be a fiscal obliga-
tion of the federal government.

Description.-The federal government should assume full fiscal responsibility
for any welfare payments made to aliens. Federal government controls entry and
should finance the welfare benefits granted to aliens. Amendment of the various
public assistance programs is needed to produce this result.

Problem.-The control of the entry of aliens into the United States is the re-
sponsibility of the U.S. Immigration and Naturalization Service. The states have
no effective means of regulating the number of aliens who either legally or
illegally gain entry. Because the federal government controls ,their entry, the fed-
eral "government should be required to fully finance welfare benefits for any alien
who becomes dependent upon public assistance. States should not be required
to support.citizens of another country, when the state and county governments
have no effective voice in determining admission standards. Federal legislation
will be required to have the federal government assume full fiscal responsibility
for any welfare payments made to aliens who reside in California.

Cdlifornia experiencc.-Some 107,269 illegal aliens, alone, were apprehended
in California during the 1969-70 fiscal year. This accounts for one-4hird to one-
half the national total. Many aliens find they can receive more in one month on
Public welfare than they can by working for a year in their native country. Also,
the intrusion of aliens not on welfare into the labor pool tends to lower the wage
scale for farm labor generally and reduces the number of jobs which might nor-
mally be available to welfare recipients and others with low incomes. The net
result is that many United States citizens, who are potentially self-supporting,
must seek welfare aid because they cannot compete for available unskilled
employment with aliens.

FAIR HEARINGS

Objctive.-To simplify administrative procedures leading to more prompt de.
visions on legitimate appeals and fair hearings.

Dc.3cription.-Amend the appropriate sections of the Social Security Act, to
provide for an evidentiary hearing by a local welfare agency as a required pre-
liminary to a hearing conducted by the state agency. Include the specific criteria
which determines under which circumstances it is proper to continue aid pay-
ments pending a decision in an appealed case.

Problenm.-Present regulatory provisions lead to gross abuse of the appeal
process, and improperly waste exorbitant amounts of federal, state, and county,
money being paid to ineligible recipients. Specific Congressional direction, which
protects the rights of applicants and recipients yet eliminates the complex pro-
cedural problems which prevail, is badly needed. At the present time, a public
assistance applicant or recipient may request a full fair hearing by a state
referee after the occurrence of any county action with which he disagrees. Many
of these problems could be settled without a formal fair hearing at the state
level. To correct this situation, it would be necessary to amend the fair hearing
requirements in each of the Public Assistance Titles to permit states to meet
these requirements through a two-step hearing process the first of which could
be less than a full-blown fair hearing but would meet the test of an evidentiary
hearing in accordance with the Goldberg decision.

California-ecperience.-Legal aid and federally funded poverty lawyers along
with California WRO have deliberately Jammed the appeal process in California
with thousands of requests for fair hearings. The result has been to continue
payments to literally thousands of potentially ineligible persons whose cases arp
tied up in the backlog.

THE 18- TO 21-YEAR-OLD ADULT

Objective.--Limit the AFDC program to legally defined children.
Description.-Provide that in states where adulthood is recognized at the age

of 18, such young adults may not be considered dependent children for purposes
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of the AFDC program, notwithstanding their relationship to an educational or
training program.

Proble.-At the present time federal law permtit8 persons between the ages of
18 and 21 to be defined by states as a dependent child for AFDC purposes. Federal
law recently granted voting rights to persons 18 years of age and above. States
are beginning to recognize this age as the legal age of adulthood, providing the
rights, privileges, and responsibilities enjoyed by those persons who. in the past,
were 21 years of age and older. The Aid to Families with Dependent Children
program is a program for children. The limited resources available for this pro-
gram should be limited to those persons who have been defined legally as children
in order to maximize protection and benefits. If it is found desirable to provide
assistance to young adults who wish to receive further education or training,
provision of such assistance should be handled through educational and man-
power programs where a wide variety of opportunities could be reviewed alld
utilized, including loans, work training, work education, and other adult oriented
programs.

California expcrlencc.-The California State Legislature in late 1971 adopted
the statute recognizing the age 18 instead of the age 21 as the age of adulthood.
Virtually all California statutes including those governing welfare have been
changed to read age 18 instead of age 21. Therefore, when this law becomes
effective March 4, 1972, persons over the age of 18 will no longer be eligible for
AFDC assistance as a dependent child.

MODIFY STATEWIDENESS REQUIREMENTS OF SOCIAL SERVICES

Objective.-Expressly recognize the wide variation within a state as to the
needs for social services, and the resources available within communities to meet
such needs. To enable better allocation of tax resources, the concept of "state-
wideness" must be altered to permit greater flexibility in establishing and pro-
viding social services in the areas of greatest need.

Deseription.-Amend the Social Security Act to clearly permit a state to
provide social services in such cou!mties, areas, or districts, as the states or
counties deem necessary.

Problei.-The statewideness concept has some validity when applied to assist.
ance payments financed by two or three levels of government, and where it is
realistically possible to provide uniform statewide application of requirements.

Decreeing a statewide requirement and standards for a variety of services re.
quiring a high degree of education and training, is an exercise in futility because
of the great variation in local attitudes, the actual need for the services, the
trained personnel, the availability of housing, cultural interests, and all of the
same problems which prevent extending adequate health care into every area of a
state. Allocation of limited resources to areas of greatest need, or where the most
productive use of services would occur, would better serve the taxpayer and
recipient alike.

VENDOR PAYMENTS FOR NON-RECURRING ITEMS OF SPECIAL NEED IN AFDC

Objective.-To assure that placement of destroyed or stolen household appli-
ances essential to decent and healthful living can be provided promptly in the
most efficient method.

De8cription.-Amend the Social Security Act to provide appropriate excep-
tions to the "money payment" principle.

Problem.-Situations often arise when a relatively large one time expenditure
is necessary for such essential items as a refrigerator or washing machine.- At
present because of matching requirements, grant limitations, and the money pay-
ment requirement, recipients are almost always forced into a purchase arrange-
ment covering several months at high interest rates.

It would be more efficient and better for the recipient if the money payment
principle were waived in these situations and the agency permitted to pay a
vendor directly for the full cost, with such cost reported on claims as an assist-
ance payment eligible for federal matching.
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California cxpcrience.-California has found that requiring the money to
be paid directly to the recipient involves extensive accounting and case control
procedures, red tape, and unnecessary paper work thereby increasing costs while
at the same time causing needless expenditures by the recipient. This could all
be avoided through authorizing appropriate exceptions to the money payment
requirements.

SIMPLIFIED ELIGIBILITY

Objectivc.-To achieve reliability of determinations of eligibility and establish
more control over that process.

Dcscription.-The requirements in the various titles governing "proper and
efficient administration" should be revised so as to make the use of "simplified
methods" in determining eligibility optional rather than mandatory "with the
states.

Problem.-Social Security Act Section 2(a) (5) (A) (ol age assistance and
medical assistance for the aged) ; Title 4. Section 402(a) (5) (A) (aid and
services to needy families with children and child welfare services; Title
10. Section 1002(a) (5) (A) (Aid to the Blind) ; and Title 14, Section 1402(a)
(5) (A) (aid to the permanently and totally disabled) of the Social Security Act
each provide in part that: \

"A state plan for (categorical aid stated) must . . . provide such methods of
administration . . . as are found by the secretary to be necessary for the proper
and efficient operation of the plan. .... "

The secretary has implemented these sections in part to provide for a declara-
tion process by which the states would be required to accept the statements of
applicants or recipients as conclusive in determining eligibility. The potential
for mistakes and misrepresentations in such a system is obvious and has been
documented inI a report recently released by the secretary.

Califor-ia cxperi(rcc.-A Grand Jury report of one county's experience with
this system is replete with incidents revealing the abuses and consequent loss
of public confidence and funds as a result of this method. One woman with no
children was able to obtain AFDC' in five- different offices in that county.

DENIAL OF AFDC WIIERE THERE IS A CONTINUING CHILD-PARENT RELATIONSHIP WITH
NON RELATED ADULT

Objcctirc.-Prevent aid going to a child on the basis of his being deprived
of support or care because of the continuing absence of it rent when the child
has in fact a continuing parent-child relationship with a non-related adult in-
cluding a step-parent.

Dcscription.-Permit a state to deny aid to a child where the child is living In
a parent-child relationship with a nonrelative adult, e.g., child whose father/
mather has deserted and where child is living with his father/mother.and his/
her unmaried partner (MARS).

Probletm.-Section 406 of the Social Security Act currently provides that a child
who is deprived of the presence of one parent is a "dependent child" for AFDC
purposes; notwithstanding the fact that another person who is not a relative
of the child ha.s taken over the roe of parent and provides the care and support
normally provided by the absent parent or relative. Proposed changes In 406

-ou'd provide that when a nonrelated adult assumes the role of parent the
child shall not be considered deprived nor a "dependent child" within the
federal definition.

WAGE ATTACHMENT FOR FEDERAL EMPLOYEES

Objcctire.-To allow attachment of wages of federal employees including the
military.

Description.-Remove current restrictions in federal law which prevent at-
tachments and garnishments of the wages of federal employees (including the
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=armed services) to increase the collection of absent parent child support-funds
and thereby reduce public assistance support.

Problem.-The doctrine of sovereign immunity effectively precludes local gov-
ernment from attachment, garnishment, execution and wage assignment against
wages of federal employees, retired federal employees and members of the mili-
tary. Individuals employed by the federal government are thus provided a shelter
not enjoyed by employees of other organizational entities, In California, the prob-
lem of collecting child support payments from Federal employees and members of
the military is particularly acute because of the many military installations and
the large number of federal employees. The nature of the nonsupportng parents'
employment should not be a barrier to enforcing his basic moral and legal obliga-
tion to support his children. Federal legislation is needed to correct thisf inequity.

California eaiperi ncc.-Federal employees are exempt from wage attach-
ments even though they are no longer so poorly paid they need such an ex-
emption. In addition to the large military population in California, there are
also large numbers of divorced fathers with child support obligations working
for the federal government. Again, since their wages are untouchable, there are
larger numbers that could be expected who refuse to acknowledge the court
order or pay support. They legally cannot be touched now even though we know
who and where they are and that their wage is adequate to make ordered
payments.

DEPENDENTS OF MILITARY PERSONNEL ON WELFARE

Objectivc.-Eliminate the inefficient and inappropriate inclusion of families
of military personnel among those eligible for public assistance payments.

DJsc'iption.-Require through appropriate Congressional action that the
needs of all bona fide dependents of military personnel are handled through the
Department of Defense or other designated federal agency. This would not
preclude, if an assistance payment is needed, for the federal agency to contract
with a state or local governmental public welfare agency to provide appropriate
service and investigate facilities in selected cases.

Problem.-Present federal regulations are so loosely drawn that thousands of
dependents of military personnel are eligible for public assistance, forcing state
and local tax payers to subsidize what is essentially a federal problem, and im-
posing unnecessary and duplicative administrative efforts by two or more dif-
ficult agencies.

California experience.--California is facing court challenges to its position
denying aid to families of service men. Plaintiffs allege, under the Social Security
Act, that children of military personnel who are absent from the family are
"deprived of parental support" by reason of the "absence from the home" of the
father. Thus what was intended as a provision to help families deserted by the
principal breadwinner is being subverted because of lack of specificity in the
federal requirements.

DENY AID TO STRIKERS

Objcctivc.'To eliminate the use of public assistance as a "strike fund" by
nlions.

Des8ription.-States should be directed to deny aid to strikers. Any persons
subsequently unemployed because of a lock-out by an eniployer should not be
denied aid.

Proble.-In considering the resources available, a labor union includes the
funds from public assistance sources. This substantially bolsters the financial
ability of the union and its ability to prolong a strike. The effect is to place the
public assistance agency on one side of a management labor dispute. We believe
this is unsound public policy. It further causes a conflict in that unemployment
insurance benefits are not payable to a striker, but public assistance is. Two
agencies of government look at the same individual and simultaneously declare
him to be employed and unemployed concurrently.

Current federal law is entirely silent on this matter, and as presently inter-
preted does not preclude a state from having an approved plan which denied aid
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to strikers. However, this issue ha recently been raised through litigation In a
state that does deny aid to strikers.

A clear statement of public policy In this regard Is required of the Congress
in order to support thip principle and avoid litigation. For this reason a new
clauste should be added to Part A of Title IV, -Social Security Act that would
require as a condition for plan approval the denial of aid to strikers.

California cperiene.-The first day of a strike finds an Immediate surge in
applications for both public assistance and food stamp at the adjacent welfare
offices. The strikers have been well briefed by the union staff as to application,
how, when, and where to apply; how much to expect, and when. The case loadf
continue to increase during the strike period until all eligibles are on the public
assistance rolls. At -the end of the strike, the reverse is not true. Because of in.
come exemptions, work expense deductions, etc., many of the lower income per.
sons remain on the welfare rolls indefinitely.

MARITAL AND COMMUNITY PROPERTY RESOURCES

Objective.-Denial of AFDC Where There are Sufficient Resources to Meet
the Needs of Recipients Due to the Income of a Non-Adoptive Stepparent. Require
a stepparent to be responsible for the support of all the childrenq-t" B-jlm-~arital
community.

Description.-Allow a state to consider the Income of a non-adoptive step-
parent in determining eligibility for and the amount of grants of AFDC to the
non-adopted stepchildren.

Problem.e-Current federal regulations provide that a state, in determining
eligibility and the amount of the grant, may consider only the income of the
child's natural or adoptive paretat absent actital proven contributions by a step-
parent (except stepparents' Income may be considered In states where step-
parents have a general legal obligation to support their non-adopted stepchildren) ;
not withstanding the reality that, in a family which includes a stepparent, ail
the Income of adult family members is generally used to support al the family
members.

Proposed changes would provide:
(a) that in family groups living together, income of the spouse Is considered

available for his spouse. Since federal regulations require that Income of a
natural parent be considered available to children, 54 CFR Sec. 233.90(a), It
would follow that the income of a spouse would be considered available to all the
family's children for eligibility and grant determination.

(b) that, where natural parents have vested interest In the [right to manage
and control of] Income of their spouses, that portion-vested-in [under the man-
agement and control of] the natural parent could be considered available to that
parent's children for eligibility and grant determination.

CONFIDENTIALITY

Objective-Broaden availability of public assistance records to other public
agencies for any legislative public purpose.

Descrlption.-Legslation is needed to provide that such records are available
to all public authorities for any legitimate public purpose, and to eliminate im-
pediments to cross-checking with state and federal tax authorities. To accomplish
this Social Security Act Sections 2(a) (7), 402(a) (9), 1402(a) (9), and 1602(a)
(7) would have to be amended.

Problem.-The current federal law on confidentiality, by restricting the use
or disclosure of information concerning applicants and recipients only to pur-
poses directly connected with the administration of public assistance Impedes
proper control and safeguards in the administration of public assistance.ITalifornia experience.-This has resulted in recipients receiving aid In more
than one county at a single time and in more than one state at the same time.
Further, the inability to cross-check with the Internal Revenue Service has
prohibited a realistic check of the income earned by welfare recipients.
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ADDENDuM No. 3-TE TIMONY BY GovERNoR RONALD REAGAN BEFORE THE SENATE FINANCE COMMITTEE FEBRUARY 1, 1972
H.R. 1 ANALYSIS-SUPPORT

The following provisions are those major provisions in H.R. 1 which are supported by California. Included in this; package are
suggestions for amendment. There are other less significant provisions which may also be supported by California but which have not
been included'ln this analysis.

Support (with amendments as noted)

FEATURE AND POSITION

1. Work requirements in family programs
We support the general thrust of the provisions in this bill which

would require all employable persons to register for work and to
accept work or training. At the same time we welcome' recent enact-
ment of (Talmadge Amendments) Public Law 92-223. The work
requirements in HR 1 should be amended in accordance with this
new law. Additional amendments will be necessary to put teeth
into the work requirement.

2. Quarterly accounting system in the family
We Support the provisions under which a quarterly accounting

system would be used for determining benefits, taking into amount
estimated income for the current quarter and actual income for the
three preceeding quarters. This provision would effectively prevent
abuses of the system by those who earn a significant amount of
money during a short period of time, when their annual income
would be more than sufficient to meet their needs. We urge that this
provision be retained.

3. Control and prevention of improper payments
We are in complete support of the expressions of determination

by the Ways and Means Committee in their report on HR 1 that
these welfare benefit programs must be tightly administered with
every effort made to prevent and control ipnproper payments. In

AMENDMENTS

Propomsl 6. Community work program.
Proposal 7. Employables program.
Proposal 8. Sanctions imposed for refusal to work or train.

Proposal 17. Simplified methods.



particular, we are glad that the Administration is determined that
no simple "declaration method" will be used, and that instead the
essential facts in each case would be verified to the extent needed.
In addition, we support the provisions under which families failing
to make timely reports on their circumstances would be penalized
by reduction in their benefit.
4. Enforcement of parental obligations

We support and want to strengthen the provisions for enforce-
ment of the obligation which parents have to support their own
children. State and local agencies' enforcement will be strengthened
when the deserting parent realizes that by his failure to support
he is incurring a debt to the government, which would be sub-
tracted from income tax refunds and social security payments.
The provision making it a federal crime to cross State lines to
avoid child support will likewise strengthen the hands of the
States in this regard. We'also support the provision under which
the income of a stepfather or stepmother would be considered in
eligibility and benefit determination in exactly the same way as
the income of a' natural parent. We believe, however, that increased
fiscal incentives to the States also are necessary.

5. Child care
We support the provisions designed to assure adequate child

care facilities to meet the needs of welfare mothers who go into
work or training. We believe that the full federal funding of child
care provided by the Department of Labor for those in the Oppor-
tunities for Families Program will help ease the fiscal burden on
the States.

We note that the Department of HEW would be responsible for
setting child care standards. We hope that Congress, either'
through statute or expression of intent, would assure that these
standards are realistic, practicable and broad enough to accom-
modate a wide range of alternatives in providing child care. The
present Federal Interagency Day Care Standards are rigid and
unnecessarily expensive, and do not consider the satisfaction of
the mother as a prerequisite to adequate child care.

Proposal 10. Increased federal reimbursement for child support
activities.

Proposal 11. District Attorney costs in enforcing family support.



6. Vocational rehabilitation services
We support the provisions for a greatly expanded use of the

vocational rehabilitation services available through State Voca-
tional Rehabilitation agencies with the additional costs to be borne
by the Federal Government. These programs have been among the
best in California, with demonstrable results and measurable cost
benefits.
7. Social services ceiling

We support the principle involved in the shift from an open-end The costs of required State and local activities relating to deter-

reimbursement system, to a closed-end allotment system for the mining paternity of needy children, locating absent parents and ,

federal support of social services. We believe this will encourage obtaining child support from them should be excluded from the to

more effective management and administration of these programs, closed-end allotment, in addition to the costs of child care and CO

and think that the allocation formula the bill provides is fair and family planning as provided in the bill. These State activities will

equitable. be of direct fiscal benefit to the federal government since collec-

We do not, however, feel that the Federal Government should, tions will reduce expenditures for federal benefits.
through law or regulation, specify services to be provided at their
present level of detail. Service decisions must be made and results
measured at a local level, since "social services" are essentially
individual efforts of professionals (doctors, lawyers, social work-
ers; teachers) for and with individual welfare recipients.

8. Durational residency requirement
We support tQhe provisions which would permit States to impose

a durational residency requirement as a condition of eligibility
for State supplementary payment, and which would require the
Federal Government to observe such requireflent with respect to
any State supplementary payment program they administer on
behalf of the State.
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Senator ANDERSON. We will adjourn until 2 o'clock.
(Whereupon, at 12:30 p.m., the hearing was adjourned, to re-

convene at 2 p.m., this date.)

AFTERNOON SESSION

The CHAIRMAN. Governor Evans, I believe we will have other
Senators along in short order. The Senate is in session. We have to
proceed the best we can, so I would suggest, Governor, you take the
witness seat and proceed with your statement.

STATFM ENT OF l DL&NI. EVANS, GOVERNOR OF THS'STATE
OF WASHINGTON

Governor EvANs. Senator, I am delighted to have this oppor-
tunity--

The CHAIRMAN. Incidentally, we have-quite a few problems because
our Republican friends have a conference going on at this time. They
will be along as soon as they can.

Governor EvANs. Thank you.
I am delighted to have this opportunity to come and to testify and,

I would like to start by relating a little of our immediate background
in the State of Washington, its economic problems, and the relation-
ship it has to public assistance generally and H.R. 1 in specific.

r think Washington is something of a microcosm of the country, an
average sized State geographically, an average sized State in terms
of population, about average urbanization. Our economic problems,
however, are not average. They have been widely publicizedover the
Nation during the past year or so, and I think sometimes wildly
exaggerated. 4 _

But they have, in terms of numbers at least, been rather outstand-
ing. Pifteen percent unemployment at times, the development of a new
class of poor people who have been working for a lifetime, who have
significant training and background, but who at the moment simply do
not have jobs nor can find jobs.

We have had significant help from the Federal Government during
the past year, half billion dollars of direct and indirect aid. We have
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accompanied that with belt tightening at home which, I think, has
helped us survive and insured a better economic future in 1972.

During 1971, the State of Washington had a higher level of unem-
ployment than virtually any other State in the Nation. With that
high level of unemployment, however, we accomplished a leveling
of and, in fact, a reduction in our total welfare caseload.

I know other States have talked about their accomplishments in
doing this.

We, in a quiet fashion, with the accompaniment of some new legisla-
tion and a change in administrative structure, have done a significant
job.

In1 the face of extensive unemployment, the welfare load has
dropped, or at least leveled off. We have embarked on a new law,
for instance, relating to errant fathers, where we do not intend to go
after them just to put them in jail or to punish them, but a new law
relating to the automatic garnishment of wages which has had an
amazing effect. We have increased by 30 to 40 percent the amount of
money that has come back to the State from fathers supporting their
families. In these and in several other ways we have helped to level
off the caseload.

At the same time, because of our leveling off of caseload, we have
been able to increase benefits, bring them up to the 1972 cost of -living,
and to do this without any increase in our total public assistance
budget.

I think it is a rather remarkable accomplishment, particularly in
the case of the extensive unemployment we have.

We have some charts over here which I think point up just what
we have accomplished here in the State of Washington.

In our regular caseload of aid to dependent children, you will see
that the State of Washington and two other States we compared ours
with, _California and New York, have had significant increases since
1967 in the caseloads. You will see at the top that Washington's case-
load has gone up faster. This is a reflection of some of the severe
economic problems, but that it also has not-only leveled off, but has
declined during this past year.
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Governor EVANS. You will notice with interest, I think, too, that
the percentage of people receiving public assistance, aid to dependent
children in the State of Washington, is lower than New York, lower
than California, by some 60 percent, lower than the U.S. average, and
all of this in spite of a very severe economy.

The CIIAMMAN. How have you managed to bring that about,
Governor?

Governor EVANS. Well, I think it has been a combination of cir-
cumstances. I mentioned some of the new laws. We have established
during the past couple of years a new Department of Social and
Health Services which combines together all of the formerly separate
departments in our State relating either directly or indirectly to the
field of public assistance. I think we have been able to provide better
help for those who need help by combining services.

We have had to cut back in some areas where we did not have enough
money a year and a half ago, and we felt we had to assist the high
priority cases. We did eliminate from eligibility those on general as-
sistance between 18 and 50, those who had no dependents, those who
were employable, and said essentially, "I am sorry, there simply is
not money for you," and we are essentially abolishing the program
except on an exception basis. That, of course, had some effect on all
of this.

The errant fathers bill I mentioned has had some help and some
effect. All of the things we are doing in combination have enabled
us to bring this caseload down, and it is significantly below what we
would have expected, of course, if the previous rates of increase had
continued.

The next one shows in disability assistance the same trend. We have
gone up in this area, it is a much smaller caseload, much smaller than
others, although they were a little higher than the national average
and New York, although significantl below California again in this
field. Obviously aid to dependent children is the big and growing,
the most difficult category of all, and in that one I think we, with
some innovative approaches, have gotten over the hump.
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Governor EvANs. IL.R. 1 is a bold and innovative approach by the

President and by the administration. Its principles are excellent

principles and those I endorse, a benefit system for the aged, the blind

and disabled separate from that for needy families with the potential

for self-support, even though that potential may very well be long run

or quite limited.
I am for the principle of assistance to the working poor even though

the problem of defining economically viable maintenance levels is

quite critical financially and in real terms, and our basic concern

should be really for their full with no so-called carryover from previ-

ous quarters, with the son employable. They might have to contact as

many as five separate agencies, the State plus four separate Federal

agencies, in order to get assistance and, frankly, I think that is a step
backwards.

SECIES POF/WIN ASSIST E PR
SER/lCESTO FMILJES UM EH.R. 1

FAMILY:
T1 * attier Disabled
2. No "Carryover"
3. No Employables
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Governor EVANS. I.R. 1 then adds to the problem of multiplicity of
agencies rather than going in the direction I think we should go, which
is a simplicity, a one-stop basis, if you will, for those who have the
need for help.

The Federal administrative structure, I understand, in H.R. 1 is
voluntary, the States could continue to administer programs, but
the fiscal benefits of having the Federal Government assume respon-
sibility are so great that few States would find it feasible to continue
to maintain their administration. It would mean in the State of Wash-
ington a Federal presence in each of our small communities which
would supplant or duplicate the State presence already there.

We are in the process in our State of combining together all of our
agencies dealing with the social and health problems of our citizens.
and now to find that H.R. 1 would dismantle that, would replace it
.with a Federal presence and would further splinter activities, I think
is wrong and that is one of our major differences.

We have attempted to find a one-stop effort for our citizens who
need help. We hope that by continuing the State with no so-called
carryover from previous qtiarters, with the son employable, they
might have to contact as many as five separate agencies, the State
plus four separate Federal agencies, in order to get assistance and,
frankly, I think that is a step backwards, and a wrong direction.

H.R. 1 then adds to the problem of multiplicity of agencies rather
than going in the direction i think we should go, w which is asimplicity,
a one-stop basis, if you will, for those who have the need for help.

The Federal administrative structure, I understand, in H.R. 1 is vol-
untary, the States could continue to administer programs, but the fis-
cal benefits of having the Federal Government assume responsibility
are so great that few States would find it feasible to continue to
maintain their administration. It would mean in the State of Wash-
ington a Federal presence in each of our small communities which
would supplant or duplicate the State presence already there.-

We have taken great steps and are in the process in our State of
combining together all of our agencies dealing with the social and
health problems of our citizens, and now to find that H.R. 1 would dis-
mantle that, would preplace it with a Federal presence and would
further splinter activities, I think is wrong and that is one of our major
differences.

We have attempted to find a one-stop effort for our citizens who
need help. We hope that by continuing the State involvement and
State management of a welfare program that we will be able to main-
tain that one-stop concept.

Most of the people who need help through public assistance also
very likely need help through our health department, through our
department of institutions, through vocational rehabilitation. We
have combined all of these together in one State department, and I
think that is the right direction to go.
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Some seem to think that largesse flows from Washington, D.C., to
the States. I think we forget sometimes that tax money comes from
the people of the various States, collected at Washington, D.C., and
then redistributed back to the various States.

Under H.R. 1, we would be in the position of putting up a sub-
stantial amount of State money for matching on a continuing basis.
Even though it might not be increased, there would be a continuace of
State money.

We estimate in the State of Washington that other than for the
working poor we would be supplying 41 percent of the continuing
money. It would not be a saving, in our view under H.R. 1, as some
have projected, but an additional cost, as H.R. 1 is now written, of
$22 million a year to the State of Washington 1973.'

I think what we are really talking about is revenue sharing in
reverse, where we are asking the States to continue their participa-
tion under Federal management in a Federal distribution system with
no strings attached, and I thought that revenue sharing was a program
being considered at the national level, which I endorse.

I suggest that this is just the reverse of that end that Federal admin-
istration is the wrong way to go.

The second difference I have is in the economic principles related to
H.R. 1. The previous quarter earnings concept makes a significant
number of people ineligible for public assistance in our State. I know
that this was an attempt to correct the seasonal problem of people
who make a sufficient amount of money during the year, but do it on
a seasonal basis. We have been under a sharp economic decline, how-
ever, as we have faced in our State the problems of many people who
have lived and worked consistently and continually on a 12-month-a-
year basis, many of them without any excess or with any ability to
save money, but when they are out of a job they need help. They
cannot wait for several months just because they had previous quarters'
earnings which they did not contemplate using to maintain themselves
for an extensive basis.

That is why this particular part of H.R. 1, it seems to me flies in
the face of the economic realities, especially with severe economic
declines.

The third chart,-I think, points up what happens during a time
like that we have faced in the State of Washington. In times of reces-
sion the demands on revenue increase faster than revenue growth.
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Governor EVAWS. Our State's experience is shown on the far left.
In 3 years from 1968 to 1971, total State revenue increased by 21 per-
cent mostly through inflation. But the average monthly number of
persons receiving welfare grants went up 64 percent. Total State
unemployment went up 152 percent and the average monthly number
of persons receiving unemployment compensation went up to 75 per-
cent, so we have significant and immediate additional fiscal needs.

H.R. 1 would delay response during a time of severe economic de-
cline, and I hope something would be changed in that relationship.

The third area is in the field of support services. I know there has
been some concern expressed over support services, some limitations
placed on H.R. 1 on the amount of social services required.

H.R. 1 would drastically reduce the Federal participation in social
services in the State of Washington. We estimate it would cut back
$16 million a year the effort we are now making in the field of social
services.

Many people need nothing more than an opportunity for new jobs.
The CHAIRMAN. Governor, I hope you have those charts in a form

that we can include them in the record of the hearings.
-Governor Ev~As. They are attached to my testimony.
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The ChTAIRMAN. I know Senators of your State will want to use that
in the event it is needed to help support their argument to the extent
that the committee might fail to do what you are suggesting.

Senator BENNETT. They are in the testimony?
-Governor EVANNs. Yes,'they are attached to the testimony, Senator.

rhe CHAIRMAN. All right.
Governor EVANs. Tlhe drastic reduction of Federal participation in

social services would, I think, put a damper on our abilities to attempt
to handle the problems of many of the people in our State who need
more than just jobs. There are others who need a wide variety of serv-
ices and while the providing of social services may not always be
perfect. in fact perhaps a long way from perfect, I do not think it is an
answer merely to put a limitation on and cut back severely on those
social services.

We need fiscal prudence, but we also need adequate funding.
This brings me to what I believe the bill should contain, at least in

principle.
First, in my view, it should contain administrative feasibility,

should aim toward the simple one-stop concept and, I believe, that
very strongly suggests the need fora continued State involvement and
using the State as a distribution) system and as a manager for what-
ever welfare reform bill comes out of this Congress.

Second, there should )e a true hold-harmless clause in the bill. The
hold-harmless clause presently in H.R. 1 is not a hold-harmless clause
for our State. We estimate the additional costs, not the saving but the
additional cost., would be some $22 million per year. There should be a
meaningful hold-harmless clause on such things as services we now
provide to pregnant women who have no other children and the spouses
of those who are ineligible, but who need help. We, have a number of
categories where we are providing assistance and under It.R. 1 we
would be faced with the unhappy-choice either of eliminating those
present services and cutting back on people who we believe need serv-
ices, or faced with a significant additional cost under H.R. 1 which we
do not now bear.

Rather than the $11 million saving which is categorized, at least in
some of the tables for the State of Washington, we believe the addi-
tional cost under H.R. 1 as written would be $22 million per year.

Third, I think the bill should contain benefit levels related to need,
and I mean current need, not the need of the last quarter or inclusion
of previous quarters income which will delay and would eliminate in
our State a very healthy percentage of those who are now eligible and
could draw public assistance payments, and who need that help.

Fourth, the bill should have adequate social services so we can con-
tinue to do the job we believe is necessary to help people who are em-
ployable back to independence, which should be our total goal.

Let me say, in conclusion, if I were to suggest what this Congress
should do right now, I believe it is time, and it should be reasonably
possible, to separate the blind, the disabled, the aged from our present
public assistance system, and to put them on a stable base related
to OASI.
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lost of these people are either unemployable or are employable to
a very limited degree. Most of the people in our State, a very high per-
centage of the aged for instance, already draw OASI checks, but they
are too small for them to live on so they draw another check from our
public assistance division.

POYABILIlY STATUS
'OF PUBLIC ASSISTANCE GRANT RECIPIENTS

WASHINGTON STATE, DECEMBER -- 1971

TOTAL

AGED, BLIND, ETC.

UNEMPLOYABLE MOTHERS

CHILDREN

PERSONS

203,767

50,997

29,783-

105,205

EMPLOYABLE ADULTS 17,782
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Governor EVANS. I think that is a first and definitive step which
could be taken generally without very much opposition.

Second, I think perhaps we do need to conduct a variety of experi-
ments on different approaches, to see what the fiscal impact of broad
welfare reform will be on this Nation, and I am not suggesting just
a single State or two or three States each of which would try out A.R.
1 as written or similar to H.R. 1 as written. I am talking about a
variety of experiments, each one different, each one attempting to
meet the needs. We all see in welfare reform and discover which one
is the best, which one is most reasonable in terms of both money, man-
agement, and aid to the people who need help.

We sometimes forget in our drive toward fiscal prudence, in our con-
cerns over the expanding costs of public assistance, the people we are
trying to serve, and those people, I think, are those who have no other
resources, who have no other. place to turn, who need the help and
assistance we can provide for them in an attempt to bring them to
a position of economic independence.

Finally, I join, I suspect, with all of my colleagues in asking for
help immediately, the alleviation of the fiscal hardship, the burdens,
which have been placed on every State with a rapidly skyrocketing
public assistance cost. Even though we have been able to get them at
least reasonably under control, we know that our present welfare pro-
gram in the State of Washington does not meet all of the needs of all
of the people who require help and, therefore, we do need fiscal assist-
nce but we do need some basic changes in welfare reform if it is to be

a viable package.
I would be happy to respond to any questions you have.
The ChARMAN. I am going to start at the far end of the table. Sen-

ator Byrd, would you like to ask any questions of the Governor?
Senator BYRD. Thank you, Mr. Chairman.

-Governor, Secretary Richardson, when he was sitting at the table
at which you are now and testifying upon this legislation, in his official
document to the committee, put in capsuled form his appraisal of H.R.
1. He said it is "revolutionary and expensive."

Now, from your knowledge of this proposed legislation would you
concur in that appraisal by Mr. Richardson?

Governor EVANS. I am not sure I would use the word "revolution-
ary" but I believe it is certainly a bold and an innovative new pro-
gram which, as I say, I do endorse in principle.

I think that the expensive portion is what we are all concerned
about. I am not so sure that H.R. 1 has to be as expensive, and which
we are trying to attack through welfare reforin.

Senator BYRD. Thank you. I just wanted to emphasize the view of
the chief proponent of this legislation, which he terms as "revolution-
arv and expensive."

2Now just one other question or comment: Dr. .Moynihan whom you
know, of course-

Governor EvANs. Yes.
Senator BYRD (continuing). Who was one of the architects of this

legislation, says:
The bill provides a minimum income to every family, united or not, working

or not, deserving or not.
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I just wondered if you would care to comment on that, and whether
such a proposal is in keeping with the sanctity of the trust funds of
the American taxpayers.

Governor EvANs. Perhaps I am not as literate as Mr. Moynihan and
would not capsulize it quite as easily, but when you get right down
to it we, for a number of years now, have done essentially what he is
suggesting. We have provided minimum incomes to people, some of
them perhaps not deserving or some of them people who might other-
wise be working, but our public assistance programs, with Federal
support over the years, combined with unemployment compensation
programs and a variety of other governmental programs, have done
exactly that. They have provided a minimum income for citizens.

We do not, in this country, let people starve, or at least only those
who essentially fall between the cracks of some of these governmental
programs.

Senator BYm. You do not equate this with unemployment compen-
sation I

Governor EvANs. No, no; I am just saying the combination of these
programs has contrived to essentially put a minimum income under
our people.

Now, the problems are that it has been totally inadequate in some
cases, it has been accompanied with a growing complexity of manage-
ment which has defeated the program in more cases than not. It is
a program that has been exceptionally costly.

I think the problem is not so much one of whether or not we are
going to provide a minimum income or minimum support for people.
It is a question of, are we going to do it in a system that will be as
simple and as direct as possible, one which attempts to encourage
those back to economic independence who can get back there, and one
which simplifies and makes more stable and puts under, more honor-
able conditions the support we provide for the aged, for the blind, for
the disabled, those to whom, I think, the preesnt public assistance pro-
gram is demeaning ta

Senator Bym. Mill the question of the aid to disabled, blind, and
aged, the committee, I would say, would be unanimous on that aspect
of the program. I think the Senate would be unanimous in that aspect
of the program. But the chief architect describes H.R. 1 as providing
a minimum income to every family, united or not, working or not, de-
serving or not. I think it is a very significant statement and I think
it, is one that the taxpapers should be aware of. /

I, for one, and maybe I overemphasize it, but I for one feel tha/
some consideration has to be given to the cost of these programs.

This Government has in the current fiscal year-is running a deficit,
if you want to use the President's method of accounting, which i
do not use, but we will use his method, of $38.8 billion by his own
figures. I insist that the deficit is $44.8 billion because there is a $6
million surplus in the social security trust fund. But, be that as it may,
I think we will both agree that $38.8 or $44.8 billion is a gigantic
deficit.

I want to say in that connection, too, that I was rather astonished
that the distinguished and able Secretary of the Treasury, for whom
I have a high regard, made a speech and said that the American
people should applaud that deficit.

72-573-72-pt. 4-22
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Well, I want to say, this is one American who does not applaud it.
I condemn it. I contend that we cannot have a progressive government
over a long period of time unless it is soundly based financially. I do
not think a company can be progressive unless it is soundly based,
financially, and I do not think a government can be.

hlat is a, little aside from the point except that it ties in with the
costs of the program.

I would like to welcome you to the committee and thank you very
much.

Governor EVANS. I would just like to say in one commentary, Sen-
ator, we feel very )ainfully the problems of fiscal management and
fiscal prudence. In our State we have, as I have pointed out,- suffered
with a 11- or 12-percent unemployment, about double the national
average. We have had significant financial problems. We have had
a decline in State revenues froin that which we had anticipated at the
beginning of tle 1969-71 biennium, of very significant amounts.

At the same time, we have had additional pressures on public assist-
ance and thmw programs to support those who are out of work, but we
have maintained a balanced budget in our State, we do not have a defi-
cit, but we have ,a surplus in operating funds. We have had to do it
with some severe cutl)acks which we have been willing to make and
the people in our State have been willing to make, which I am not sure
],ave been equaled in other )arts of the country or even through our
Federal Government.

Our State employees have not had a silary increase for the last year
and a half and they have been willing to assume that, knowing we'had
to maintain fiscal 'prudence, and, at the same time, do the jot) w-e had
to do. We have had many cutbacks, 1)oth in terms of employees, in
terms of services, but we did it and I suggest that that probably can
be done other places as well, and still maintain the basic services that
we have to provide.

As I pointed out, the fact that we have been able to modify the
direction of public assistance growth, especially aid to dependent chil-
dren growth, and leveled it off during this past year has enabled us
to bring the cost-of-living measurements of welfare grants from the
1967 up to 1972 base, and to do it without adding anything to our
public assistance budget through the savings of reduced caseloads.

Senator BYRD. I congratulate you and commend you, Governor, for
having a, balanced budget. I wish our Federal Government would oper-
ate in that same direction despite the fact that the theorists say it is
fine to have all these deficits.

I do not agree with it, and I commend you.
Thank you, Mr. Chairman.
The CHAIRIMAN. Senator Ribicoff ?
Senator RircoFF. No questions, Mr. Chairman.
The CHAIRMAN. Senator Curtis?
Senator CtRTIS. No questions.
Governor, I am sorry I got in late, but I shall give your statement

my attention.
Governor EvANs. Thank you.
Senator TALMADGE. I compliment you on your statement. In view

of our fiscal condition could you share some revenue with us?
[Laughter.]
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Governor- EVANS. I aim afraid that is what we are being asked to
do under H.R. 1 as it is written, and that is one of the major differ-
ences, of course, I have.

Senator TALMADGE. The bill was sold to the House on the idea that
it would greatly reduce the welfare costs of virtually every State, and
most Governors come up here with the idea that they would unload
this whole welf,"n-mess oir on the Federal Go orinment. You do not
buy that argument, I take it.

Governor EVANS. No; I do not buy either argument.
We have done a very careful analysis of H.R. 1. Our staff has, I

think, gone through the program, we have been in contact with HEW,
we have pointed out our methods and, after considerable amount of
discussion both ways, they find no fault whatsoever in our economic
analysis which shows that rather than saving our State a substan-
tial amount of money, that it will, in fact, cost us $22 million extra just
to maintain what we are now doing.

Now, the alternative, if we were to save that kind of money, would be
to just eliminate or cut back on the many State programs which are
not part of the hold-harmless agreement in H.R. 1.

Senator TI IMADGOE. I concur with your view, Governor, that you
could have more efficient administration on the State and local levels

- than you could on the Federal level.
I also concur that before we put a program of this great scope,

magnitude, and cost into operation, we should have some test run
.not only involving this approach but several others to determine which
would be most beneficial for the people, the taxpayers and the recipi-
ents in the country.

Thank you very much.
Governor EVANS. Thank you, Senator.
The CIURAIRAN. Governor, I feel like to some extent I have been a

third Senator from your State. You have some very fine people out
there and two good Senators. I voted with them to continue the SST,
and if they had done that you would not have so much unemploy-
ment in your StAte. I felt it was a mistake to discontinue it.

Insofar as this committee is concerned, I think I more or less led
the charge to get -you some help for those unemployed workers out
there by this bill that the President signed at the end of last year.
You have some good representation here, and their suggestion of
what should be done and what the needs were, have been very per-
suasive to us.

Now, with all due deference, Governor, we in Louisiana would get
more federal money, relatively speaking, out of this H.R. 1 than
your State would. Nonetheless, I am not going to vote for it. I do not
think I could be elected if I did if my people understood what this
does.

Senator Talmadge from Georgia represents the State that would
be one of the principal beneficiaries of Federal funds under the
thing; he is not going to vote for it. I do not think his colleagues will
either. I think he knows what the people--how the people feel about it.

Mississippi would benefit more than any State in the Union and
you will not get any votes out of Mississippi for this thing. I think
the same thing would be true to a lesser degree of Alabama, and so do
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not worry about the favors for these low-income States. Our people
cannot aford the program for the simple reason that we do not see
how we could get anybody to go to work if we did.

We are having a difficult enough time down there of getting -people
to work the way it is now.

Do you know that in Louisiana that this thing would increase our
welfare load from 300,000 to 700,000 in a little State of 31/ million
people?

In Mississippi it would be worse than that. What would the change
be in Mississippi?

Senator TALMADGE. About 35 percent of the total population under
the original House bill.

The OXAIRMAN. Well, the original bill had over 50 percent, as I re-
call it, but even so, even if you make it 35 percent.

Those people down there -have been working very diligently and
doing a good job competing with other States to bring industry into
their States to provide jobs for their people. The jobs pay more than
tfie guaranteed wage for not working, but not much more. It would
be near impossible to get a lot of poorly motivated people to even go
to work if they can get the guaranteed annual income for not working.

Can you understand why people from those States cannot vote for
the program? We cannot afford it.

Now, mind you, if you can arrange somehow to tax your people
enough to put alj of us on the welfare rolls, we might be able to sup-
port that program but if you were from Louisiana, how would yougo about getting people to work by the time you double up on-the wel-
fare payment and double tihe numbers of people on the rolls ?

Governor EVANS. M r. Chairman, one of the continuing problems
we have economically is competition. We pay people in the State of

Washington more than they pay in Alabama or Mississippi for work-
ing, and I think that is true and we are not the highest paid State in
the Nation by a long shot.

The CHAmMAN. What is your hourly rate?
Governor EVANS. The hourly, the manufacturing wage, the average

manufacturing wage is about $150 a week.
The CHAIRMAN. How much an hour?
Governor EVANS. Well, about $3.75.
Senator BENNETT. $3.75?
The CHAIRMAN. Governor, that is competitive to what our indus-

trial jobs are paying in Louisiana.
Governor EVANS. That is the average of all wages. Now you get a

skilled industrial worker, it will be substantially higher than that.
The CHAIRMAN. What does he make?
Governor EVANS. Well, someone in the aircraft industry will be four

and a half probably, to more than that, depending on their skill levels.
A person working in the woods will probably be upwards of $5 an
hour.

The CHAIRMAN. We cannot compete with your scale in the woods.
Yotir people can saw out one big tree that has been growing 300 years
and get a lot of timber. Our people have to saw a world of trees to get
that much timber.

Governor EVANS. You grow them faster.
The CHAIRMAN. That is right. We cut them at least every 30 years.

We call it tree farming; we plant them and start cutting after about
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10 years, thin them out; and keep cutting from then on. But we have
some industrial workers down there and have some shipyard workers
and some sophisticated industries.

We are in the space business in a small way, and other things. In
our refineries and petrochemical industries we have the kind of wages
that compete with yours. But even so, at a much lower level of bene-
fits, we have a lot of people on tho welfare rolls who ought to be work-
ing and, to my certain knowledge, we have had a lot more people who
quit their jobs because they could make more money with welfare.

Let's see, here is Mississippi; according to this now, they would in-
crease the numbers they have on the rolls from 269,000 up to 626,000
in a State with a population of 2.145 million people.

Now, would you not think that Mississippi would have considerable
difficulty findi-ng the labor to man the new plant they are hoping to
bring in that State if they have that many people living on welfare?

Governor EVANS. Well, first, under our present system if we assume
that people would rather live on welfare than work, which I do not
really believe is the case from most people

The CHAIRMAN. I have observed my neighbor doing it.
Governor EVANS. I am sure there are some. I do not believe that that

is the basic feeling of most people who are on public assistance if they
thought they could do better by working. W¥e do have some problems, Y
think, with the present system as a disincentive to work.

If under our present system we allocate so much money to an AFDC
family, for instafice, and then when you add to that the amount of
money or the equivalent of it for medical care, the bonuses for food
stamps, the fact that there is no social security or withholding pay-
ments taken from that salary, the fact that there is no cost of going
to work in either transportation or whatever other necessities there
are& in working, right at the present time we would find in our State
that you would have to earn a pretty significant wage to end up any
better.

So I do not think it is just a case of keeping what we have at the
present as compared with H.R. 1 for our present system is a bad one
in that respect.

I think Tor those who have an opportunity to work, who are employ-
able or who could be employable, we are not doing a very good job
today, and I think we ought to do a better job and I think it has to
be in terms of whatever is necessary to provide the training, the educa-
tion, the incentives but, most of all, the jobs.

One of the things that is of greatest disappointment to people in
our country today is the plethora of training programs and educational
programs purportedly leading to jobs, and they go through them, finish
the program, and there is no job at the end. .

The CHAIRMAN. How do you feel about Governor Reagan's sugges-
tion that you-and Governor Rockefeller tells me informally that he
favors the same idea-that you put these people to work doing some-
thing in return for that welfare money, rather than paying them to
do zero.

What is your reaction to that suggestion?
Governor EVANS. That we have already done a good deal of in our

State.
One of the programs, incidentally, that we felt was a good Federal

program was the community work and training program.-We initiated,
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started it out, had good success with some of our counties and local
communities. We did put people to work. It was very effective and
then it was replaced by the WIN program, and that simply has not in
all respects allowed us to do the same kind of thing that we once were
doing.

We have embarked in our State on a program which does take some
of the people who are on publicc assistance and- 1)uts them to work in
our welfare offices, and it has been very effective. We have a program
we call a Swinger program for the youngsters on welfare, the teen-
agers, and during the summertime we put them to work. We give them
a work experience, give them the basic kind of training that I think
is very helpful in their own future, give them some money which they
can keep for school purposes and education, and it has been a dramatic
and remarkable program.

If you will go back to that AFDC chart. I think it was the first one,
perhaps our difference with Governor Reagan and with Governor
Rockefeller would be made clearer. In July of this year the U.S. aver-
age was 99. I suspect that both California and New York would like
to put a good many people to work because they have 137 per thou-
sand, New York has 142, and the State of Washington has only 75.
So I suggest in our State, at least, we do not have the same kind of
welfare load, and certainly the same numbers of employables on the
load.

If I might take the committee's time with that last chart, I can at
least briefly point out, our situation in the State of Washington.

The employability status of people is, I think, not always under-
stood very well. In the State of Washington, 25 percent of those as
grant recipients are blind, aged, disabled, incapacitated; these are
the people who I think all of us would agree ought to be on a separate
type of program.

The unemployable mothers, now we are talking about unemployable
mothers in terms of those who have children under 6, as H.R. 1
essentially calls for, although I understand it eventually goes down
to those with children under 3, constitute 16.3 percent of the caseload.
Fifty percent of all those drawing grants are children themselves,
and are not yet employable, although we think our Swinger program
and other programs designed to bridge the gap for teenagers, give
them a work experience and direction toward employment rather than
public assistance, is something that ought to be expanded. You end
up with about 8.7 percent of them as clearly employable adults and
we think a better program ought to be accomplished to get those
employable adults back into the mainstream of employment. It is
not a huge percentage of total numbers drawing public assistance.

The CrAiRMAN. I understand you have an appointment at 3 o'clock
in the White House.

Governor EVANs. No, it is 3:15.
The CTOAIRMAN. Suppose, rather than. pass the program that was

suggested to us, we simply took over the aged category insofar as we
think we should, with a minimum of $130 a month for a single
person, and at least $200 recommended by the House, maybe more,
for a couple, and lifted that burden entirely from you and then
proceeded to simply take off all these Federal strings that HEW has
placed on the family program, gave you the matching but took off
all those Federal requirements so you had discretion to run your pro-
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gram the way you think you ought to run it, would you then have
enough money to do what you think needs to be done 'ith a welfare
program in your State?

Governor EviNs. I cannot guarantee it, but I would cheer if that is
the direction you took. [Laughter.]

Let me just say this: If we were to take all of the HEW money
for welfare, which is distributed to the State of Washington, and.
add to that the amount of money that HEW now spends in the regional
offices for supervision and management and the amount of money the
State is now putting up for its share of welfare, the welfare program,
and I might say we are a State where 100 percent of the local share
comes from the State, there is no local responsibility, and if wle had
that all without any strings attached, we would put on a, whale of a
program certainly compared to what we do today.

Senator BENN, Lvr. But are you building into that. idea you want it
open-ended, you want. the. Federal Government to continue to supply
money so that. if your rolls go up or if there are things that happen,
the Federal Government cannot control, tlie.money will be provided, or
would you agree to a closed-end arrangement ?

Governor EvANs. I think there are difficulties with a closed-end
arrangement and this may sound like, just another Governor wanting
a straight pipeline to the U.S. Treasury, but it is not that; I think
we are a good example.

In 1967, 1968, and the beginning of 1969, we had a very fine
economy. We had less than 3 percent unemployment for a wl;ile, at
least in our metropolitan areas. We were below the national average
in unemployment.

In about a year and a half unemployment in the Seattle metropolitan
area, went from less than 3 percent. to over 15 percent. We had a severe
and sharp economic decline.

Now, when that happened, we had a severe reaction in terms of our
expected revenues to the State government and, at the same time',
severe pressures for temporary help, at least through public assistance,
and I think that if we added a closed-end formula program such as
you are talking about at that time, we would have been in very, very
serious shape.

So I think there has to be some relationship to the changing eco-
nomic problems and the varying economic problems among our
States.

Sometimes we look at the national averages and try to judge what
we do by national averages, but there is, believe me, a lot of difference
when the national average of unemployment is 6 percent and we have
12 percent and a State like Colorado has 3 percent. There is an
enormous difference between the two and somehow it has to be rec-
ognized that our severe problems come during periods of sharp eco-
nomic recession w'iich we simply cannot predict, we cannot control
that produces the need for additional money for help in these social
service programs r.t a time when we have a declining amount of money
available.

Senator Bu;N rr. Well, I am sure you can realize that we cannot
sit here and allow the legislature of any State to build -up a welfare
program knowing that the Federal Government is going to finance it.
That is my idea of a really open-ended program.
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So maybe we shuold be thinking of some kind of a formula which
would limit the Federal responsibility and yet allow it to fluctuate as
the need fluctuates.

Governor EVANS. Well, I think a sharing is something that perhaps
can be put together, especially if there is a recognition or a trigger
or some kind of proposal at the Federal level which does recognize
these severe, and, I think, relatively rare cases where you have a sharp
and extensive economic decline which simply makes all the formulas
you try to put together really inoperative. That is the problem; those
are the problems we have run into where-the normal formulas, the
normal expectations, that we like to think we can take care of simply
do not work.

The CHAIR MAN. Well, Governor, that open ended thing works more
than one way.

Now, there are several court decisions allowing HEW to load the
welfare rolls down with people who have no business being on the rolls
whatever.

For example, are you a-ware of an HEW regulation that rules a
State out of conformity and cuts off their money if they find the father
living right there in the house with the mother but not married to her
and try to do anything about it. He might be making plenty of money
to support that family, but, so long as he says lie is paying nothing
to the support of those children, an HEW regulation requires that you
pay the full amount of welfare payments to the mother and the chil-
dren. The father might be right there in the same home and even
enjoying some of the benefits of that same welfare check.

Governor EVANS. Senator. all I can say is that HEW regulations
can be superseded by acts of Congress.

The CHAIRMAN. They ought to be. But, as for these court decisions,
it depends upon whether they are prostituting acts of Congress or
the Constitution.

Now, consider this recent decision from Maryland that you must
pay the welfare payments to people who are out on strike and people
who are fired for'cause. Does that make any sense to you ?

Governor EvANs. I think it distorts our normal relationship in a
labor dispute. I do not think there is any question about it.

The CHAMMAN. Furthermore, today all any father has to do is
merely depart from the house, get himself lost out there in society,
and out among the public, and then it becomes the burden of the Fed-
eral and State Governments to pick up the support of those children.
He's shifting the burden of supporting those children to other work-
ers who might be less able to support his children than he is himself,
people who have their own families to support.

Governor EVANS. I might say, as I pointed out, we have attempted
to get to at least a portion of that problem with new law at the State
level aimed at support enforcement, a new law which allows garnish-
ment of wages and, believe me, that has a very, very good effect.

The COAiRMAN. Have you experienced the same problem here that
is being experienced in Arkansas where the father has all the income
necessary to support his own children, and is married to the mother,
and the mother knows the whereabouts, and everybody around the
area knows the whereabouts of the father, that notwithstanding that
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the HEW, under the guise of protecting privacy, will not let that
district attorney take a look at those rolls, or take a look at that file,
so as to prosecute the father for nonsupport and, thereby, under a
false and improper use of confidentiality HEW requires that the
States, plus tile Federal Government, pay for-the support of obvious
fraud cases by relying needlessly on confidentiality.

Are you aware of that?
Governor EVANS. I am aware of the problems of confidentiality

and we -

I

The CHAIRMAN. So frankly, if we just overrule a bunch of these
regulations to let you pay the people who ought to be paid and take
off some of these people who do not belong, the truly needy could be
taken care of willingly.

I think also when -we get through with this, we are going to have a
good child-support law and I would urge you to make available to us
any legal talents you have to help us draft it. Apparently you have
been doing a goob job in your State and we need all the help we
can get.

Do you think we ought to put a mother on the rolls even though she
declines to tell you who the father of her child might be?

Governor EVANS. I think what we are really getting at here is that,
in my view, we ought to have a program that would allow us to deal
with the problems of people- as individuals. We are so caught up
in formulas and so caught up in categories and so caught up in regu-
lations that we have forgotten that people are individuals and each
one has an individual problem, and- if we had the ability and the
flexibility to deal with people problems, we would do better. We were
at a position a few years ago, where we were emphasizing distributing
aid and getting people on the rolls and I think there were a good
many who got on the rolls who should not have been there.

At the present time the emphasis has shifted so perhaps we are
spending more effort on the fraudulent, the ones who should not be on
the rolls, and forgetting again that we have individual citizens, many
of them with difficult problems, at least in our State, and I am only
familiar with our State, citizens who, by and large, would like nothing
better than to be independent, to be earning a good wage, to not be
depending on the Federal Government or the IState government or
anybody else, for support, and our job, I think, is to hep get as many
of those people back to the point where they can be independent, and
that is the kind of welfare program we ought to be designing. But
we have gotten so caught upin the formulas, the rules, the categories,
that we forget the human beings who are at the end of the pipeline.

The CHAMA. Thank you very much, Governor.

Senator JORDAN. Just 30 seconds.
I want to say, I am sorry I missed the Governor's statement. He is

a neighbor and I know of the fine record he has established in the
Northwest and he is known as a good Governor and I just want to
say that I appreciate your appearing here today, governor, and giving
us the benefit of your views.

Governor EvANs. Thank you, Senator Jordan.
(Additional material submitted for the record by Governor Evans

follows. Hearing continues on page 1998.)
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DEPARTMENT OP SOCIAL AND HEALTH SERVICES,
ECONOMIC SERVICES DIVISION, -

Olympia, Wash., February 4., 1972.
Hen. RUSSELL LONG.

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

Attention: Tom Vail
DEAR SENATOR LONG: As requested, we are enclosing a copy of the background

material used by Governor Evans in his testimony on HR 1 before the Senate
Finance Comnmittee on February 1, 1972.

This material includes (1) a summary of the estimated effects of HR 1 on
Washington State, (2) the detail of the estimated fiscal impact upon this State,
(3) the estimated effects of increasing Federal Benefit levels for Title XXI fam-
Ilies to $2,800 and $3,200 (for a family of four) in Washington State, (4) a sum-
mary of the protection provisions for state employees contained in various welfare
reform measures, (5) a summary of the detail of HR 1, with comments, and its
effect upon Washington State (this summary was prepared July 15, 1971 and
not been revised for information about the bill that has become available subse-
quent to that time) and (6) the estimated effect on Washington State, of the fis-
cal relief (to states) proposals made by you and Senator Percy.

I Ifope that this material will be helpful to you. If you have questions concern-
ing these data, or any other questions about the effects of HR 1 on this State,
we shall be happy to provide additional information.

Sincerely,
MIss MARY LOU EVERSON,

Assistant Secretary, Economic Services Division.

WHAT H.R. 1 PROVIDES

1. Guaranteed Income:
a. Families (Title XXI)

Size, 2; annual, $1,600; monthly, $133.
Size, 3; annual, $2,000; monthly, $167.
Size, 4; annual, $2.400; monthly, $200.
Size, 5; annual, $2,800; monthly, $233.
Size, 6; annual. $3,100; monthly, $258.
Size, 7; annual, $3.400; monthly, $283.
Size 8 and over; annual, $3,600; monthly, $300.

b. Adults (Title XX) :
Size, 1; annual, $1.560; month, $130.
Size, 2; annual, $2.340: monthly, $195.

c. Adults--Institution (Title XX) :
Size, 1; annual, $300; monthly, $25.

2. Income Exemptions:
a. Earnings:

(1) Families--$60 a Month+ 1 .
(2) Adults:

Aged-$60 a Month+/ 3 .
Blind--85 a Month.+V2.
Disabled-85 a Month+-.

b. Child Care Expenses.
c. % of Child Support.

3. Cash instead of food stamps.
4. Manpower program:

a. Double WIN slots-225,000.
b. 200,000 P.S.E. slots.

5. Servicesr:

a. D.O.L.-manpower.
b. H.E.W.

(1) Child Care.
(2) Family Planning.

c. State:
(1) Vocational Rebabilitation.
(2) Other Social Services.
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6. Federal Administration (Eligibility)
a. Families and adults:

(1) Federal funded.
(2) Mandatory if "hold harmless."
(3) No agreement, Federal benefits cut.

b. Medical (Title XIX); optional-no state savings.
c. Food Stamps; HEW may administer.
d. "Other" programs; State administration at state expense.

7. Optional State Supplementation:
a. "Working poor."
b. Unemployed families.

8. "Hold Harmless' Limitation:
a. Calendar 1971 expenditures.
b. 1971 standards+food stamps.
c. Other.

WHAT H.R. 1 COSTS

COST

[in millions]

Total Federal State

Current law:
Public assistance --------------------------------------------- $211.2 $116.7 $94.5
Food stamp bonus -------------------------------------------- 21.9 21.9 0

Total .......................................... ----------- 233.1 138.6 94.5
H.R. 1: Estimated cost -------------------------------------------- 288.0 170.9 117.1
Cost ............................................................. +54.9 +32.3 +22.6

WHY INCREASED COSTS
1. Income Levels.

Current level

H.R. 1 Food stamp
benefits Assistance bonus Total

Families:
2 .............................................. $133 $200 $31 $231
3 _--------------------.-------------------- 167 240 28 268
4 ------------------------------- -------- 200 270 37 307
5 ------- ------------------------------........ 233 299 43 342
6 ------------------------------.............. 258 327 49 376
7 --------------------------------------------- - 283 352 56 408
8 .............................................. 300 373 62 435

Adults:
I ------------------------------------------ 130 141 15 156
2 --------------------------------------------- 195 200 31 231

1 King County-Renting.

2. Some cases not eligible ufider H.R. 1-will need 100% $TATE ASST. (Not
subject to "H.H.") :

a. Non-eligible spouses of adults.
b. Pregnant women with no other children.
c. Kids living with non-needy relatives.
d. "Carryover" cases--Prior; "Excess" Income Cuts Benefits.

Family of 4 : Amount
Federal benefit level (quarter) ----------------------------- $600
State supplement level (quarter) ----------------------------- 921

"Countable"
income "Carryover"

Current quarter-3 ...................................................... $600
Current quarter-2 ...................................................... 1,100 0
Current quarter-I- ...................................................... 300 $500
"Current quarter" .............................. ------------------------ 0 200



1962-

Amount
Federal benefit ($Q0-$200) 400
State supplement subject to "H.H." ($921-$600) --------------------- 321
State supplement not subject to "H.H. --------------- 200

3. Cases added:

a. Definition of disability.-
b. AFDC earnings exempt at application.

4-person family-renting, King County

Current law: Amount
Standards --------------------------------------------- $270
Work expenses ---------------------------------------

Cutoff income ------------------------------------------ 305

HR1: 1-
Standards (current) -------------------------------------- 270
Food stamp bonus ----------------------------------------- 37

Total standards ---------------------------------------- 307

But
Cutoff income ----------------------------------------------- 521
Exempt -------- --------------------------------------- 60

Total ------------------------------------------------ 41

exempt ------------------------------------------------- 154

"Available" income ------------------------------------- 307

4. Administration:

H.R. 1 Eligibility-Federal Cost.

But

Non-H.R. 1 Elig.-100% State Cost

And

Federal funds for services limited to $800 million '-Approximately $16 million
for Washington.

1 Including Ass't for AFDC-FC and EA.

OTHER PROBLEMS

1. State Operation of State Programs and Title XIX.
2. Diffuse Service Delivery.

If no State Sup. Program Needs Act of State Legislature.

Fiscal summary

H.R. 1 State costs, fiscal year 1973 ------------------------------ $22.6

Alternatives state savingsin md/ltoue

1. "H.H." limit at fiscal year 1971 costs --------------------------- $1.9
2. "H.H." limit at calendar 1970 costs ------------------------------ 8.0
3. "H.1." limit at 90 percent fiscal year 1971 costs -------------------- 7.2
4. Federal benefit adjusted for regional differences ------------------- 8.7
5. Benefits for singles and couples ------------------------------- 3.1
6. Number Federal limit on services ------------------------------ 15.8

H.R. 1 has serious--
people problems;
administrative problems; and
money problems.
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Welfare reforin must have-
administrative feasibility;
true "hold harmless";
reasonable benefit levels; and
adequate social services.

STATE OF WASHINGTON, DEPARTMENT OF SOCIAL AND HEALTH SERVICES, ECONOMIC SERVICES DIVISION-

ESTIMATED EFFECTS OF H.R. 1 IN WASHINGTON STATE, FISCAL 19731

Expenditures

Total Federal State

i. Expenditures under current law, total ------------------------- $2

A. Administration, total ' ----------------------------------
1. Eligibility ---------------------------------------
2. Services and training ----------------------------
3. W IN _ -----------------------

B. Assistance, total ----------------------------------------Old age assistance ----------------------------------
A id to blind ---------------------------------------
Disability assistance ---------------.-------------
Aid to families with dependent children, regular -----
Aid to families with dependent children, employable. .-
Aid to families with dependent children, foster care ....
Emergency assistance ---------------------- .......
Child care -----------------------------------------
WIN transportation and clothing ------- : -----------

C. Other, total ----------------- ------- -

1. Family planning services 3 - - - - - - - - - - ----- -- - - -

I1. Expenditures under H.R. 1, total -----------------------........
A . A dm inistration , tot 4 24 --- ------------ - ...............

1. Total services, unadjusted for limitation of Federal
sh a re ---------------- ---- -------- ------ -------

a. Services and training --------------
b. Aid to families with dependent children,

foster care & ------------------------- _
c. Emergency assistance -.......
d. Cases added as a result of H.R. 1(services)-

2. Limitation of Federal funds for services: $16,000,000
(estimated Federal expenditures in fiscal 1972 are
$26,978,189) -------------------..--...........

3. Eligi bility -- _ ---------------------..............

4. W I .--.--------- _ --------.-. ... ... .. ... .
B. Assistance, total 6 -------------

1. Total, unadjusted for "hold harmless"-
2. Adillsted for "hold harmless" (calendar 1971 State

s'.; o of assistance expenditures: 2 $71,775,707)..
3. Ch,:. ire and WIN transportation and clothing.....

C . O ther, tote -------------------------------------------
1. Fanly planning services ........................
2. Additional CWS appropriation -------------------
3. Increase clothing and personal incidental standards

to $25 for institutional patients --------------
4. Changes in title XIX S ------------------------ -

II. Additional expenditures under H.R. 1, total ----------------------
A . Adm inistration -----------------------------------------
B. Assistance -----------------..----- _ -------............
C. O ther -------------------------------------------------

211,202,257 $44, 702,934
7,483,918

36, 880,377
338,639

164,750,323
12, 363, 120

448,969
28, 500,919
96,553,590
18,713,247
3,062,674

205, 006
4,348,998

554,070
1,749,000
1749 000

28 99, 825
51,154,878

43,332,321
36,880,377

3,062,674
205,006

3,184,264

0
7,483 918

338,639
237,733,244
232,830,176

0
4,903,068
-895,297

0
0

+2,585,703
-3,481,000

+76,790,568
+6,451,944

+72,982,921
-2,664,297

|116, 737, 60431,656, 221
3,741,959

27,660,283
253, 979

83,769,633
6,181,560

224,350
14,250,459
48,276,795
9,356,624
1,531, 337

102, 503
3,430,453

415, 552
1,311,750
1,311,750

170,915,017
23,822,557

31,778, 568
27,660,283

1,627,584
102,503

2, 388,198-

-15,778,568
7,483,918

338,639
145 218,108
132,482,478

+7, 832,562
4,903, 068

+1, 874, 352
0

+2,739,000

+1,292,852
-2,157,500

+54, 177,413
--7,833,664

+61,448, 475
+562,602

$94, 464, 03),13,046,7133,741,959
9,220,094

84,660
80,980,690
6,181,560

224, 349
14,250,460
48, 276,795
9,356,623
1,531,337

102,503
918,545
138,518
437, 250
437, 250

117, 077, 808
27, 332,321

11,553,753
9,220,094

1,435,090
102, 503
796,066

+15,778, 568
0
0

92, 515,136
100,347,698

-7,832,562
*" 0

-2,769,649
0

-2,739,000

+1, 292, 851
-1,323,500

+22,613,155
+14, 285,608
+11,534,446

-3,206,899

It is assumed that under H.R. 1(1) the standards in effect in the State July 1, 1971, would continue in fiscal 1973,

adjusted upwards to compensate for the loss of the food stamp bonus and (2) if a case would have been eligible to receive

assistance on July 1, 1971, such a (type) case would also receive assistance during fiscal 1973.
2 Expenditures for OAA, AB, DA, AIDC-R and AFDC-E.
I Medical expenditures.
4 Federal administration of titles XX and XXI assumed.
6 Assistance expenditures for these programs. Such expenditures are included in administration as they would be

rovided under title IV-A and would be included in the administrative (service) expenditures subject to limitation of

~ederal funds.
Excludes expenditures for AFDC-FC and emergency assistance (included in administrative costs) and child care and

WIN transportation and clothing (which would be paid for by Federal funds). The latter estimates, included in assistance

expenditures here as Federal costs, are the estimated costs under current law. Such Federal costs would undoubtedly

be different undeF H.R. 1.
I Medical care services to be provided at Federal expense, tULs, no expenditures for such services in State program.'

6 Among other assumptions, it is assumed that an effective utiTiZation review of nursing home cases would be In effect

and thus (the rate of) Federal matching for nursing home expenditures would not be reduced.



COMPARISON OF ADULT AND FAMILY CASES AND ASSISTANCE EXPENDITURES I UNDER CURRENT LAW WITH THOSE UNDER H.R. 1, FISCAL 1973
ALL PROGRAMS, TOTAL

H.R. I

Benefits

State supplementation

Subject to "hold harmless"

Cases Total Federal Total Yes No

I. Current law, total------------------------------------------------------------92 14 $16J7,55 $8 8,811. H.Rrena, total ............................ .......... 92,147 $156, 579,575 $78,289,788
II. S a.R. 1, total ------------------------------------------------------------------- 107, 875 232,830,176 132,482,478

A. Same caseload as under current law, total.------------------------------------------- 89865 170,948,495 127, 634,040
1. Institutional cases --------------------------------------------------------------- 4,250 1,275,000 1,275, 000
2. Noninstitutional cases, total ------------------------------------------------------- 85,615 169,673,495 126,359,040

(a) Cases with essential persons, total --- ! -------------------------------------- 1,653 ...........................
(1) Prim ary recipients -------------------------------------------------------------------------------------------

t (2) Essential persons ---------------------------------------------------------.-------------.....................
(b) AFDC room and board cases and mothers with only unborn children ------------- 3,755 4,692,537 0
C Carryovers -----.--------------..-----------------------------............ . 5,331 14,722,584 10,667,584(3 Other cases -------------------------------------------------------------- 74,876 ----------------------------

(e) Additional requirements --------------------------------------------------- 0 560,090 0

$78,289,787
109, 34/, 698
43,314,455

0
43,314, 455

1,000,836
191,760
809,076

14, 692, 537
4,055,000

33,005,992
560,090

$79, 608, 269 $20, 739,429
37,037,762 6,276,693

0 0
37,037,762 6,276,693

191,760 809,076
191,760 0

0 809,076
0 4,692,537

3,840,010 214,990
33,005,992 0

0 560,090

B. Lack of Federal benefits under H.R. I for carryovers -------------.-------------------------
C. Change in earnings exemptions, total ......................................................

1. Carryovers .......................................................................
2. Other cases ......................................................................

D. Child care as expense of employment, total ................................................
1. Carryovers -----------------------------------------------------------------------
2. Other cases ----------------------------------------------------------------------

If. E. Exempt contributions, total ---------------------------------------------------------------

0
-1,167,523

-140,102
-1,027,421
+2, 512, 973

+216,116
+2,296,857
+2,678,756

-10,667,584 +10,667,584
-1,027,421 -140,102

0 -140,102
-1,027,421 0
+2,296,857 +216,116

0 +216,116
+2.296,857 0
+2,230,555 +448,201

0
-132,806
-132,806

0
+205,310
+205, 310

0
+199,723

+10, 667,584
-7,296
-7,296

0
+10,806
+10, 806

0
+248,478



1. Carryovers ----------------------------------------------------------------------- 0 +210,249 0 +210.249 +199,723 +10,526
2. Room and boarders and mothers with only unborn children ---------------------------- 0 +237,952 0 +237,952 0 , +237,952
3. Other cases --------------------------------- ---------------------------------- 0 +2,230,555 +2.230,555 0 0 0

F. $4 OASDI disregard in determining Federal benefits and State supplementation ----------------- 0 0 -789,750 +789,750 +789,750 0
G. Disability assistance cases added, total ----------------------------------------------------- +9,030 +15,662,146 +12,704,126 +2,958,020 +992,523 +1,965,497

1. Married, total -------------------------------------------------------------------- +3,883 +7,885,441 +5,462,915 +2,422,526 +47,029 +1,965,497
(a) Primary recipients ------------------------------------------------------------------------------------ +457,029 +457,029 0
(b) Essential persons --- ..... ........ ................-------------------------------------------------------------------- +1,965,497 0 +1,965,497

2. Nonmarried --------- --------------------------------------------------- +5,147 +7,776,705 +7,241,211, +535,494 +535,494 0
H. AFDC cases added ----------------------------------------------------------------------. +9,223 +12,626,988 +3,772,668' +8,854,320 +8, 854, 320 0
I. Disability assistance cases no longer disabled ---------------------------------------------- +51 +78,770 +71,985 +6,785 +6,785 0
J. Increased manpower program slots, total -------------------------------------------------- 0 -813,267 -619,696 -193,571 -189,893 -3,678

1. Carryovers ----------------------------------------------------------------------- 0 -72,313 0 -72,313 -68,635 -3,678
2. Other cases ------------------------------------------------------- 0 -740,954 -619,696 -121,258 -121,258 0

K. Public service employment program total ------------------------------------------------- -294 +4,104,509 -3,123,302 -981,207 -962,694 -18,513
1. Carryovers ----------------------------------------------------------------------- -23 -364,993 0 -364,993 -346,480 -18,513
2. Other cases ---------------------------------------------------------------------- -271 -3,739,516 -3,123,302 -616,214 -616,214 0

L. Increase for food stamp bonus, total ------------------------------------------------------ 0 +34,407,347 0 +34,407,347 +32,807,489 +1,599,858
1. Disability assistance cases no longer disabled ........................ 0 +9, 750 0 +9, 750 +9, 750 0
2. Disability assistance cases added, married, total ------------------------------------- 0 +1,441,191 0 +1,441,191 +720,596 +720, 595

(a) Primary recipients -------------------------------------------------------- 0 +720,596 0 +720,596 +720,596 0
(b) Essential persons --------------------------------------------------------- 0 +720,595 0 +720,595 0 +720,595

3. Disability assistance cases added, nonmarried, total ---------------------------------- 0 +955,165 0 +955,165 +955,165 0
4. Other cases with essential persons, total -------------------------------------------- 0 +1,032,179 0 +1,032,179 +516,090 +516,089

(a) Primary recipients -------------------------------------------------------- 0 +516,090 0 +516,090 +516,090 0
b) Essential persons --------------------------------------------------------- 0 +516,089 0 +516, 089 0 +516, 68§

5. Mothers with only unborn children ------------------------------------------------- 0 +363,174 0 +363,174 0 +363,174
6. Carryovers ----------------------------------------------------------------------- 0 +2,318,413 0 +2,318,413 +2,318,413 0
7. AFDC cases added ---------------------------------------------------------------- 0 +4, 049,550 0 +4,049,550 +4,049,550 0
8. Other cases ---------------------------------------------------------------------- 0 +24,237,925 0 +24,237,925 +24,237,925 0

I Includes OAA, AB, DA, AFDC-R and AFDC-E.



COMPARISON OF ESTIMATED ADULT CASES AND EXPENDITURES UNDER CURRENT LAW WITH THOSE UNDER H.R. 1, FISCAL 1973
ALL ADULT PROGRAMS, TOTAL

H.R. 1

Benefits

State supplementation

Subject to "hold harmless"

Cases Total Federal Total Yes No

I. Current law, total ------------------------------------------------------------------------------ 43.883 $41,312,738 $20,656,369 $20,656,369 ...........................
A. Institutional cases ----------------------------------------------------------------------- 4,250 563,136 281,568 281,568 ...........................
B. Noninstitutional cases ------------------------------------------------------------------- 39,633 40,749,602 20,374,801 20,374,801 .........................

I. H.R. 1, total ------------------------------------------------------------------------------------ 50,682 75,476,081 56,995,390 18,480,691 $13,919,509 $4,561,182
A. Same caseload as under current law, total ------------------------------------------------- 41,601 49,463,395 44,860, 398 4,602,997 3,243,996 1,359,001

1. Institutional cases ---------------------------------------------------------------- 4,250 1,275,000 1,275,000 0 0 0
2. Noninstitutional cases, total -------------------------------------------------------- 37,351 48,188,395 43,585,398 4,602,997 3,243,996 1,359,001

(a) Cases with essential persons, total ------------------------------------------ 1,653 --------------------------- 1,000,836 191,760 809,076
(1) Primary recipients ------------------------------------------------------------------------------ 191,760 191,760 0
(2) Essential persons --------------------------------------------------------------------------------- 809,076 0 809,076

(b) Other cases --------------------------------------------------------------- 35,698 --------------------------- 3,052,236 3,052,236 0
(c) Additional requirements --------------------------------------------------- 0 549,925 0 549,925 0 549,925

B. Change in earnings exemptions ---------------------------------------------------------- 0 +148,631 +148,631 0 0 0
C. $4 OASDI disregard in determining Federal benefits and State supplementation ----------------- 0 0 -789,750 +789,750 +789,750 0
D. Disabilityassistanc. casesadded, otal ----------------------------------------------------- + 9,030 +15,662,146 +12,704,126 +2,958,020 +992,523 +1,965,497

LMarried,total -------------------------------------------------------------------- + 3,883 +7,885,441 +5,462,915 +2,422,526 +457,029 +1,965,497
(a) Primary recipients --------------------------------------------------------------------- +457,029 +457,029 0
(b) Essential persons ------------------------------------------------------------------------------------------------ +1,965,497 0 +1.965,497

2. Nonmarried ---------------------------------------------------------------------- +5,147 +7,776,705 +7,241,211 +535,494 +535,494 0
E. Disability assistance cases no longer disabled -------------------------------------- +51 +78,770 +71,985 +6,75 +6,785 0
F. Increase for food stamp bonus, total -------------------------------------------------- -- 0 +10,123,139 0 +10,123,139 +8,886,455 +1,236,684

1. Disability assistance cases no longer disabled ---------------------------------------- 0 +9,750 0 +9,750 +9,750 0
2. Disability assistance cases added, married, total ------------------------------------- 0 +1,,441,191 0 +1,441,191 +720,596 +720,595

(a) Primary recipients ------------------------------------------------------ 0 +720,596 0 +720,596 +720,596 0
(b) Essential persons -------------------------------------------------------- 0 +720,595 0 +720,595 0 +720,595

3. Disability assistance cases added, nonmarried, total --------------------------------- 0 +955,165 0 +955,165 +955,165 0
4. Other cases with essential persons, total ------------------------------------------- 0 +1,032,179 0 +1,032,179 +516,090 +516,089

(a) Primary recipients--- ----------------------------------------- 0 +516,090 0 +516,090 +516,090 0
() Essential persons- -------------------------------------------- 0 +516,089 0 +516,089 0 +516,089

5. Other cases --------------------------------------------------------------------- 0 +6,684,854 0 +6,684,854 +6,684,854 0

I Totals differ from those under current law only because of consolidation of companion cases.



COMPARISON OF ESTIMATED ADULT CASES AND EXPENDITURES UNDER CURRENT LAW WITH THOSE UNDER H.R. 1. FISCAL 1973

OLD AGE ASSISTANCE

H.R. I

Benefits

State supplementation

1 Subject to hold harmless
Cases Total Federal Total Yes No

I. Current law, total ----------------------............................................. . 18,891 $12, 363,120 $6,181,560 $6,181,560
A. Institutional cases ------------------ 1,779 211,680 105,840 105,840 ----------------------------B. Noninstitutional cases 17, 112 12, 151,440 6,075,720 6,075,720 ....................i. H.R,. 1, total load-as-under-current-- a,----- -------------------------- 17,334 18,804,439 112,937,604 5,866,835 $5,031,230 $835,605A. Same case load as under-current--aw,-total1 ................... 17, 334 15, 232,048 13,553,547 1,678,501 1, 144,644 533,8571. Institutional cases -------------------------------------------------------------- 1,779 533,700 533,700 0 0 02 Noninstitutional cases, total -------------------------------------------------------- 15,555 14,698,348 13,019,847 1,678,501 1,144,644 533,857(a) Cases with essential persons, tofal ------------------------------------------ 498 --------------------------- 275,148 51,360 233,788

(1) Primary recipients ----------------------------------------------------------------- 51, 360 51,>360 0(2) Essential persons --------------------------------------------------------------------------------------------- 223, 788 0 223,788(b) Other cases ----------------------------------------------------------------- ---------------------- 10928 1,3240(b5 te ae ............................... 15, 057 ......--:-..-.--.............-- 1, 093, 284 1, 093, 284 0
(c) Additional requirements ------------------------------------------- 0 310,069 0 310,069 0 310,069B. Change in earnings exemptions --------------------------------------------- 0 +11, 540 +11,540 0 0 0C. $4 OASDI disregard in determining Federal benefits and State supplementation-------------------0 0 -627,493 +627,483 +627,483 0D. Disability assistance cases added, total ----------------------------------------- 0 0 0 0 0 01. Married, total --------- --------------------------------------------- 0 0 0 0 0 0
(a) Primary recipients ---------------------------------------------- 0 0 0 0 0(b) Essential persons -------------------------------------------------------- 0 0 0 0 0 02. Nonmarried ---------------------------------------------------------------------- 0 0 0 0 0 0E. Disability assistance cases no longer disabled ---------------------------------------------- 0 0 0 0 0 0F. Increase for food stamp bonus, total ------------------------------------------------------ 0 +3,560,851 0 +3,560,851 +3,259,103 +301, 7481. Disability assistance cases no longer disabled -------------------------------------- 0 0 0 0 0 02. Disability assistance cases added, married, total ------------------------------------- 0 0 0 0 0 0(a) Primary recipients -------------------------------------------------------- 0 0 0 0 0 0(b) Essential persons ------------------------------------------- ------------- 0 0 0 0 0 03. Disability assistance cases added, nonmarried, total ---------------------------------- 0 0 0 0 0 04. Other cases with essential persons, total -------------------------------------------- 0 +603,496 0 +603,496 +301,748 +301, 748(a) Primary rcipients- ---------------------------------------------- 0 +301,748 0 +301,748 +301,748 0(b) Essential persons --------------------------------------------------------- 0 +301,748 0 +301,748 0 +301.7485. Other cases --------------------------------------------------------------------- 0 +2,957,355 0 +2,957, 355 +2,957,355 8

tTotals differ from those under current law only because of consolidation of companion cases.



COMPARISON OF ESTIMATED ADULT CASES AND EXPENDITURES UNDER CURRENT LAW WITH THOSE UNDER H.R. 1, FISCAL 1973

AID TO BLIND

H.R. I

Benefits

State supplementation

Subject to hold harmless
Cases Total Federal Total Yes No

1. Current law, total ......------------------------------------------------------------------- 456 $448,699 $224, 350 $224,349 ..........................
A. Institutional cases -----------.L.-------------------------------------------------------- 19 2, 304 1, 152 1,152 .........................
B. Noninstitutional cases --------------------------------------------------- 437 446,395 223,198 223,197 ----------------------------

1i. H.R. 1, total ----------------------------------------------------------------------- 443 678,235 497,436 180,799 $13!. 326 $49,473
A. Same caseload as under current law, total---------- ---------------------------- 1 443 595,468 504,243 91,225 48,834 42,421

1. Institutional cases -----.-------------------------------------------------------- 19 5,700 5,700 0 0 0
2. Noninstitutioaal cases, total ------------------------------------------------------- 424 589,768 498, 543 91,225 48,804 42,421

(a) Cases with essential persons, total ------------------------------------------ 38 --------------------------- 28,800 8,928 19,872
(1) Primary recipients ------------------------------------------------------------------------------------------- 8,928 8,928 0
(2) Essential persons --------------------------------------------------------------------------- 19,872 0 19,872

(b) Other cases -... ""------------------------------------------------------- 386"--------------------------- 39,876 39,876 0
(c) Additional requirements -------------------------------------------------- 0 22, 549 0 22, 549 0 22.549

B . C hange in earnings exem ptions ....... ........................... ......................- 0 0 0 0 0 0
C. $4 OASDI disregard in determining Federal benefits and State supplementation ...............- 0 0 -6,807 +6, 807 +6,807 0
D. Disability assistance cases added, total ---------------------------------------------------- 0 0 0 0 0 01

1. Married, total - ------ ---------------------------------------------------------- 0 0 0 0 0 0
(a) Primary recipients ----------------------------------------------------- 0 0 0 0 0 0
(b) Essential persons ---------- -------------------------------------------- 0 0 0 0 0 0

2. Nonmarried ---------------------------------------------------------------------- 0 0 0 0 0 0
E. Disability assistance cases no longer disabled ---------------------------------------------- 0 0 0 0 0 0
F. Increase for food stamp bonus, total ------------------------------------------------------ 0 +82,767 0 82,767 +75,715 +7, 052

1. Disability assistance cases no longer disabled --------------------------------------- 0 0 0 0 0 0
2. Disability assistance cases added, married, total -------------------------------------- 0 0 0 0 0 0

(a) Primary recipients ----------------------------------------------------- 0 0 0 0 0 0
(b) Essential persons ------------------------------------------------------ 0 0 0 0 0 0

3. Disability assistance cases added, nonmarried, total ----------------------------------- 0 0 0 0 0 0
4. Other cases with essential persons, total -------------------------------------------- 0 +14,104 0 +14,104 +7,052 +7,052

(a) Primary recipients ----------------------------------------------------- 0 +7,052 0 +7,052 +7,052 0
(b) Essential persons ------------------------------------------------------- 0 +7,052 0 +7,052 0 +7,052

5. Other cases --------------------------------------------------------------------- 0 +68,663 0 +68,663 +68,663 0

SToals differ from those under current law only because of consolidation of companion cases.
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COMPARISON OF ESTIMATED ADULT CASES AND EXPENDITURES UNDER CURRENT LAW WITH THOSE UNDER H.R. 1, FISCAL 1973
DISABILITY ASSISTACE

H.R. I

Benefits

State supplementation

Subject to hold harmless

Cases Total Federal Total Yes No

i. Current law, total ------------------------------------------------------------------------ 24, 536 $28, 500, 919 $14, 250, 459
A. Institutional cases ----------------------------------------------------------------------- 2,452 349,152 174,576
B. Noninstitutional cases.... .... ... .... .... ...-------------------------------------------------- 22,084 28,151,767 14,075,883

Ii. H;R. 1, total ----------------------------------------------------------------------------------- 32,905 55,993,407 43,560,350
A. Same caseload as under current law, total -------------------------------------------------- 23,824 33,635,879 30,802,608

1. Institutional cases ---------------------------------------------------------------- 2,452 735.600 735,600
2. Noninstitutional cases, total -------------------------------------------------------- 21,372 32,900,279 30,067,008

(a) Cases with essential persons, total ------------------------------------------ 1,117 ----------------------------
(1) Prim ary recipients -------------------------------------------------------------------------------------------
(2) Essential persons --------------------------------------------------------------------------------------------

(b) Other cases --------------------------------------------------------------- 20, 255 ............................
(c) Additional requirements --------------------------------------------------- 0 217, 3G7 0

B. Change in earnings exemptions ---------------------------------------------------------- 0 +137,091 +137,091
C. $4 OASDI disregard in determining Federal benefits and State supplementation ----------------- 0 0 -155,460
D. Disability assistance cases added, total -----------------............------------------------ +9,030 +15,662,146 +12,704,126

1. Married, total --------------------------------------------------------------------- +3,883 +7.885,441 +5,462,915
(a) Prim ary recipients ---------------------------------------------------------------------------------------------------
(b) Essential persons ....................................................................................................

2. Nonmarried ---------------------------------------------------------------------- +5,147 +7,776,705 +7,241,211
E. Disability assistance cases no longer disabled ---------------------------------------------- +51 +78, 770 +71,985
F. Increase for food stamp bonus, total ------------------------------------------------------ 0 +6,479,521 0

1. Disabil ty assistance cases no longer disabled ----------------------------------- 0 +9,750 0
2. Disability assistance cases added, married total--------------------------------- 0 +1,441,191 0

(a) Primary recipients -------------------------------------------------------- 0 +720,596 0
(b) Essential persons --------------------------------------------------------- 0 +720,595 0

3. Disability assistance cases added, nonmarried, total ---------------------------------- 0 +955,165 0
4. Other cases with essential persons, total -------------------------------------------- 0 +414,579 0(a) PrimarEy recipients 1..... . 0 +207,290 0(a) Primary-recipient ---------------------------------------------- 0 +7,90(b) Essential persons ------------------------------------------ -------------- 0 +207,289 0
5. Other cases ---------------------------------------------------------------------- 0 +3,658,836 0

$14, 250, 460
174, 576

14 075,884
12, 433, 057
2,833,271

0
2,833,271

696,888
131,472
565,416

1,919,076
217, 307

0
+155.460

+2,958, 020
+2, 422, 526

+457,029
+1,965, 497

+535,494
+6,785

+6,479,521
+9,750

+1,441,191
+720,596
+720,595
+955,165
+414, 579
+207,290
+207,289

+3,658,836

$8. 756, 953 $3, 676,104
2,050,548 782,723

0 0
2,050,548 782, 723

131,472 565,416
131,472 0

0 565,416
1,919,076 0

0 217.307
0 0

+155,460 0
+992,523 +1, 965,497
+457.029 +1,965, 497
+457, 029 0

0 +1, 965, 497
+535,494 0

+6,785 0
+5,551,637 +927,884

+9,750 0
+720,596 +720,595
+720,596 0

0 +720, 595
+955,165 0
+207, 290 +207,289
+207,290 0

0 +207, 280
+3,685, 836 9

I Totals differ from those under current law only because of consolidation of companion cases.



COMPARISON OF ESTIMATED AID TO FAMILIES WITH DEPENDENT CHILDREN CASES AND EXPENDITURES UNDER CURRENT LAW WITH THOSE UNDER H.R. 1, FISCAL 1973
ALL FAMILY PROGRAMS, TOTAL

H.R. I

Benefits

State supplementation

Subject to hold harmless

Cases Total Federal Total Yes No

I. Current law, total ------------------------------------------------------------------------------ 48,264 $115,266,837 $57,633,419 $57.633,418 ......
II..R. 1.total--------------. ...----------------------------------------------- 57,193 157,354,095 75,487,088 81,867,007 $65,688,760 $16,178,247A. Same caseload as under current law, total ------ --------------------------------------- 48,264 121,485,100 82, 773,642 38,711,458 33, 793,766 4,917,692

L Carryovers ------------------------------------------------------------ 5,331 14,722,584 10,667,584 4,055,000 3,840,010 214,9902. Room and boarders and mothers with only unborn children --------------------------- 3,755 4,692,537 0 4,692,537 0 4, 692, 537
3. Other cases ---------------------------------------------------- 39,178 102,059,814 72,106,058 29,953,756 29,953,756 0
4. Additional requirements- - ----------------------------------------------- 0 - 10,165 0 10,165 0 10,165B. Lack of Federal benefits under H.R. 1 for carryovers ---------------------------------------- 0 0 -10,667,584 +10,667,854 0 +10,667,584C. Change in earnings exemptions, total ---------....-------..---- ------------------------ 0 -1,316,154 -1,176,052 -140,102 -132,806 -7, 296
1. Carryovers ........................ .. 0 _-140,102 0 -140,102 -132,806 -7,296
2. Other cases ---------------------------------------------------------------------. 0 -1,176,052 -1,176,052 0 0 0D. Child care as expense of employment, total ----------------------------------------------- 0 +2,512,973 +2,296,857 +216,116 +205,310 +10,806
1. Carryovers .................. 0 +216,116 0 +216,116 +205,310 +10,806
xm Othercatins,.... "..."_......................... 0 +2,296,857 +2,296,857 0 0 0

E. ptcontrbutions. total --------------- ----------------------------------- 0 +2,678,756 +2,230,555 +448,201 +199,723 +248,478
L Carryovers ----------------------------------------------------------------------- 0 +210,249 0 +210,249 +199,723 +10, 5262. Room and boarders and mothers with only unborn children ---------------------------- 0 +237,952 0 +237,952 0 +237,952
3. Other cases ---------------------------------------------------------------------- 0 +2,230,555 +2,230,555 0 0 0F. Cases added ------------------------------------------------------- +9,223 +12,626,988 +3, M, 668 +8,854,320 +8,854,320 0G. Increase for food stamp bonus, total-" ---------------------------------------------- 0 +24,284,208 0 +24,284,208 +23,921,034 +363,174
1. Carryovers ----------------------------------------------------------------------- 0 +2,318,413 0 +2,318,413 +2,318,413 02. Mothers with only unborn children ------------------------------------------------- 0 +363,174 0 +363,174 0 +363,174
3. Cases added ---------------- ------------------------------------------------------ 0 +4,049,550 0 +4,049,550 +4,049,550 04. Other cases ---------------------------------------------------------------------- 0 +17,553,071 0 +17,553,071 +17,553,071 0H. Increased manpower program slots, total -------------------------------------------------- 0 -813,267 -619,696 -193,571 -189,893 -3.678
1. Carryovers ----------------------------------------------------------------------- 0 -72,313 0 -72,313 -68,635 -3,678
2. Other cases ---------------------------------------------------------------------- 0 -740,954 -619, 696 -121,258 -121,258 01. Public service employment program, total ------------------------------------------------- -294 -4,104,509 -3,123,302 -981,207 -962,694 -18,513
1. Carryovers ----------------------------------------------------------------------- -23 -364,993 0 -364,993 -346,480 -18,513
2. Other cases ---------------------------------------------------------------------- -271 -3,739,516 -3,123,302 -616,214 -616,214 0



COMPARISON OF ESTIMATED AID TO FAMILIES WITH DEPENDENT CHILDREN CASES AND EXPENDITURES UNDER CURRENT LAW WITH THOSE UNDER H.R. 1, FISCAL 1973

AID TO FAMILIES WITH DEPENDENT CHILDREN-REGULAR

H.R. 1

Benefits

State supplementation

Subject to hold harmless

Cases Total Federal Total Yes No

t. Current law , total ------------------------------------------------------------------------------11. H .R . 1, total ---------------------------------------- I -------------------------------------------
A. Same caseload as under current law, total --------------------------------------------------

1. Carryovers .......................................................................
2. Room and boarders and mothers with only unborn children ----------------------------
3. O ther cases ----------------------------------------------------------------------
4. Additional requirem ents -----------------------------------------------------------

B. Lack of Federal benefits under H.R. 1 for carryovers -----------------------------------------
C. Change in earnings exemptions, total .............................

1. C arryovers -----------------------------------------------------------------------
2. Other cases ......................-----------------------

D. Child care as expense of employment, total ........................
1. Carryovers -----------------------------------------------------------------------
2. O ther cases ----------------------------------------------------------------------

E. Exem pt contributions, total ---------------------------------------------------------------
1. Carryovers .......................................................................
2. Room and boarders and mothers with only unborn children ----------------------------
3. Other cases .......................................................................

F. Cases added ----------------------------------------------------------------------------
G. Increase for food stamp bonus, total -------------------------------------------------------

1. Carryovers -----------------------------------------------------------------------
2. Mothers with only unborn children ..................................................
3. Cases added ......................................................................
4. O ther cases ----------------------------------------------------------------------

H. Increased manpower program slots, total ...................................................
1. Carryovers ------------------------------------------------------------------------
2. Other cases ......................................................................

I. Public service employment program, total --------------------------------------------------
1. Carryovers -----------------------------------------------------------------------
2. Other cases ......................................................................

42,144 $96,553,590
51,073 136,096,993
42,144 102,456,234
3,297 8,404,659
3,755 4,692.537
35,092 89,343,873

0 10,165
0 0
0 -1,206,754
0 -103,781
0 -1,102,973
0 +2,512,973
0 +216,116
0 +2,296,857
0 +2,673,615
0 +208,542
0 +237,952
0 +2,227,121

+9,223 +12,626,988
0 +21,272,219
0 +1,318,433
0 +363,174
0 +4,049,550
0 +15,541,062
0 -683,592
0 -64,553
0 -619,039

-294 -3,554,687
-23 -332,092

-271 -3,222,595

$48,276,795
66,476,776
68,348,684
5,879,608

0
62,469,076

0
-5,879,608
-1,102,973

0
-1,102,973
+2,296,857

0
+2,296857
+2,227,121

0
0

+2,227,121
+3,772,668

0
0
0
0
0

-513,394
0

-513,394
-2,672,579

0
-2,672,579

$48,276,795 --------------------------
69,620,220 $58,314,320 $11,305,900
34, 107,550 29,278,595 4,828,955
2,525,051 2,398,798 126,253
4,692,537 0 4,692,537

26,879,797 26,879,797 0
10,165 0 10,165

+5,879,608 0 +5,879,608
-103,781 -98,592 -5,189
-103,781 -98,592 -5,189

0 0 0
+216,116 +205,310 +10,806
+216,116 +205,310 +10,806

0 0 0
+446,494 +198,115 +248,379
+208,542 +198,115 +10,427
+237,952 0 +237,952

0 0 0
+8,854,320 +8,854,320 0

+21,272,219 +20,909,045 +363,174
+ ,318,433 +1,318,433 0

+363,174 0 +363,174
+4,049,550 +4,049,550 0

+15,541,062 +15,541,062 0
-170,198 -166,970 -3,228

-64,553 -61,325 -3, 228
-105, 645 -105, 645 0
-882,108 -865, 503 -16, 605
-332,092 -315,487 -16,605
-550,016 -550,016 0



COMPARISON OF ESTIMATED AID TO FAMILIES WITH DEPENDENT CHILDREN CASES AND EXPENDITURES UNDER CURRENT LAW WITH THOSE UNDER H.R. 1, FISCAL 1973

AID TO FAMILIES WITH DEPENDENT CHILDREN-UNEMPLOYED FATHER

H.R. I

Benefits

Site supplementation

Subject to hold harmless
Cases Total Federal Total Yes No

4. Current law, total ----------------------------------------------------------------- 6, 120 $18, 713, 247 $9, 356, 624 $9, 356, 623 ---------------------II. H.R. 1, total ----------------------------------------------------------------------------------- 6,120 21,257,099 9,010,312 12,246,787 $7,374,440 $4,872,347A. Same caseload as under current law, total ------------------------------------------------ 6, 120 19,028,866 14,424,958 4,603,908 4, 515,171 88,7371. Carryovers --------- --------------------------------------------------- 2,034 6, 317, 925 4,787,976 1,529,949 1,441,212 88,7372. Room and boarders and mothers with only unborn children------------------------------ 0 0 0 0 0 03. Other cases ----------------------------------------------------------- 4,086 12, 710,941 9,636,982 3,073,959 3,073,959 04. Additional requirements ------------------------------------------------------ 0 0 0 0 0 0B. Lack of Federal benefits under H.R. 1 for carryovers ----------------------------------------- 0 0 -4, 787,976 +4, 787,976 0 +4,787,976C. Change in earnings exemptions, total ----------------------------------------------------- 0 -109,400 -73,079 -36,321 -34,214 -2,1071. Carryovers ---------------------------------------------------------------------- 0 -36,321 0 -36,321 -34,214 -2,1072. Other cases --------------------------------------------------------------------- 0 -73,079 -73,079 0 0 0D. Child care as expense of employment, total ------------------------------------------------ 0 0 0 0 0 01. Carryovers ----------------------------------------------------------------------- 0 0 0 0 0 0
2. Other cases ---------------------------------------------------------------------- 0 0 0 0 0 0
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ESTIMATEDD EFFECTS IF THIE FEDERAL BENEFIT LEVELS IN THE MAY 26,1971, VERSION
OF H.R. 1 WERE INCREASED, WASHINGTON STATE, FIscAL 1973

Increasing Federal benefit levels in HR 1 would provide fiscal relief to the
states. The estimated effects of two possible alternatives in Washington State
are described below. (All estimates are relative to savings and expenditures under
the May 26, 1971 version of HR 1.)

Annual payment per person In family

Number in family H.R. 1 Alternative 1 Alternative 2

1 ..........................-------------------------------- $300 $900 $1,000
2 --------------------------------------------------------- 800 900 11000
3 ---------------------------------------------------------- 400 500 600
4 --------------------------------------------------------- 400 500 600
5 --------------------------------------------------------- 400 500 600
6 ......................................................... 300 400 400
7 --------------------------------------------------------- 300 400 400
8 -------------.----------------------------------------- 200 300 300
Level fo 14-person family ----------------------------------- 2,400 2,800 3,200

Alternative 1
If this alternative were incorporated into the May 26, 1971 version of H.R. 1,

an estimated additional $16,102,500 of Federal benefit payments would be made
to Washington recipients during fiscal 1973. (This estimate excludes the addi-
tional payments that would be inade to recipients with very low standards-in
this estimate, only cases with supplied shelter-as the additional payments to
these cases would have no effect on State expenditures. The recipients would,
however, receive more income.)

If the State's standards, used in the estimate of H.R. 1 (current standards,
adjusted upward to allow for the food stamp bonus) were not changed, the
increase in the Federal benefits would result in a corresponding decrease in
State Supplementation payments.

However, in evaluating the effects of the costs of H.R. 1 to the State, under
this alternative, allowance for the "hold harmless" provision must be made.
Under the May 26 version, the "hold harmless" provision reduced State costs
by $7,832,562-that is, the State share of expenditures, without such a provision,
would have been $79,608,269; with the provision, they would be $71,775,707, the
State's share of calendar 1971 expenditures.

Finally, by Increasing the Federal benefit levels, the effects of the "carryover"
would be reduced; the amount of income that would be assumed to be available
from quarters would be reduced by $1,897,060. This would offset State Supple-
mentation on a dollar for dollar basis.

Summary of effects of alternative 1

1. Increased Federal benefits offsetting State supplementation ------ $16, 102,500
2. Adjustment for "hold harmless" provision ------------------- -7, 832, 562
3. Effects on "carryover" cases -------------------------------- 1,897,060

Reduction of State expenditures (estimated to occur if the
May 26, 1971, version of H.R. 1 enacted) ----------------- 10, 166,998

Alternative 2
While State expenditures would decrease even more if the Federal benefit

levels in alternative 2 were Implemented, there would be more families than in
alternative 1 that would have standards below the Federal benefit levels (families
living in supplied shelter arrangements and some families, depending upon their
size and county of residence, living in their own home and making no mortgage
payments). While these families would receive actual increases In total income,
not all of the increase in Federal benefit payments would result in a decrease in
State Supplementation. (If benefits were raised even more, e.g., $3,600 for a
family of four, the number of such families and payments would increase
significantly.)



1974

Summary of effects of alternative 2

1. Increased Federal benefits offsetting State supplementation --- $30, 935,092
2. AdJustment for "hold harmless" provision -------------------- 7, 832,562
8. Effects on "carryover" cases -------------------------------- 4,422,000

Reduction of State expenditures (estimated to occur if the

May 26,1971, version of H.R. 1 enacted) ------------------ 27, 524,530

EMPLOYEE PROTECTION PROVISIONS IN VARIOUS WELFARE REFORM MEASURES

1. H.R. 1 a'nd H.R. 16311.-None.
2. Ribicoff Amendmcnts to H.R. 1 (Amendment 559).-
"Fair and equitable arrangements" would be made, as determined by the Secre-

tary of Labor, to protect the interests of "all" employees of the state who pres-
ently perform the functions which would be Federalized. Those employees re-
maining on staff would retain their current rights (including collective-bargain-
ing), privileges and benefits. Those terminated would receive aid in finding em-
ployment. Paid training or retraining, if necessary, would be provided.

While the general remarks in this provision imply that no employee would be
worse off under Amendment 559, the specific provisions indicate that some em-
ployees would require aid in obtaining reemployment, implying that some employ-
ees would be laid off. Furthermore, although terminated employees would be
helped in obtaining employment, Amendment 559 does not Indicate that the bene-
fits and rights under the new positions would necessarily be equal to those under
the old. Neither does it indicate that the employees would be maintained in the
old positions until new employment were obtained (unless that is the intent of
the line indicating that there would be provided "assurance of priority periods of
employment by the state of reemployment for employee subsequently terminated
or laid off and crediting periods of eriplpyment.")

The Amendments also provide for paid training or retraining. It is not indi-
cated whether the reimbursement for training would equal the pay received from
the prior positions.

Thus, the employee protection provision appears to promise much; however,
only those employees transferred to Federal employment would be certain to
retain their current rights and benefits (and there is no indication of the posi-
tions that would be transferred). The "rights and benefits" and the methods by
which they would be maintained are not sufficiently spelled out in the Amend-
ments. For example, the manner In which state retirement funds would fit into
the Federal system is not mentioned.

3. H.R. 17550.-The provisions in H.R. 17550 are similar to those in the Ribi-
coff Amendments. However, the determination of whether the arrangements are
fair and equitable would be made by the Civil Service Commission. Excluded
from this requirement would be provisions pertaining to retirement, insurance,
health benefits and length of work-week, which are presumably covered by Fed-
eral law. Furthermore, the terminated employees would be assured employment
(rather than aided in finding employment as in the Ribicoff Amendments) ; but
this provision would apply to "non-supervisory" employees only.

4. Remarks.-
In a Region X Welfare Reform Seminar on December 7, 1971, Karl Harris

indicated that the Department of HEW is working on a draft Amendment to
H.R. 1. The Amendment would (1) "preserve, if possible, employee rights", (2)
provide rights to Federal benefits (presumably for transferred employees) and
(3) provide that Federal entrance examinations would not be required of trans-
ferred employees.

It was also indicated that no decision has been made on when the Amendment
will be introduced and that there would appear to be "enough Jobs for state
eligibility workers".

It is almost a certainty that if a welfare reform measure becomes law, the
Department of HEW would utilize the pool of state employees, regardless of
whether the reform measure contained an "employee protection" provision.
However, it appears almost as certain that any "employee protection" provision
put forth by the Department of HEW will provide considerably less protection
than might be inferred from such a title.
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Neither of the initial bills advanced by HEW (H.R. 16311 and H.R. 1) con-
tained a protection clause. H.R. 17550 (the Ribicoff Amendments of a year ago)
did contain a fairly comprehensive protection clause, although it was limited
to non-supervisory personnel. However, the protection clause in the latest Riblcoff
Amendments (number 559 to H.R. 1) Is more euphuism than. protective, providing
"protection" to an unspecified group of employees--those employed by the Fed-
erals--and kthe promise of priority hiring (by HEW or the state) and/or paid
training to terminated employees. The rights and benefits to be protected, for
those still employed, are not specified and even the promise of "paid training" is
elusive-who would pay for the training, what would be involved in the pro-
gram, which ex-employees would be eligible, etc. At this moment, it would appear
unlikely that the welfare reform measure will contain any comprehensive em-
ployee protection clause.

WELFARE REFORM PROVISIONS IN THE MAY 26, 1971, VERSION OF H.R. 1
(Not updated for information received subsequent to July 15, 1971)

ASSISTANCE FOR THE AGED, BLIND AND DISABLED

The'bill would create a new Title XX which would provide for the benefit pay-
ments to the aged, blind and disabled. Titles I, X and XIV (Old Age Assistance,
Aid to Blind and Disability Assistance) would be deleted from the Social Security
Act. Title XVI (the Umbrella Act) would be modified and would provide the legal
basis for providing services to recipients of Title XX.

PART A-DETERMINATION OF BENEFITS
1. Eligibility

Each (single) aged, blind or disabled individual with income of less than
$130.00 per month in fiscal 197, $140.00 per month during fiscal 1974 and $150.00
per month in fiscal 1975 and whose resources were less than $1,500.00 would be
eligible for benefit payments.

Each aged, blind and disabled individual who had an eligible spouse and
whose income was less than $195.00 per month in fiscal 1973 and $200 per
month in fiscal 1974 and whose resources were less than $1,500.00 would be
eligible for payments.
2. Amount of Benefits

The amount of benefits (for cases with no income) would be equal to the eli-
gibility levels indicated in paragraph 1. Eligibility and the amount of benefits
would be determined and paid for by the Federal Government. The Social Se-
curity Administration would administer Title XX. However, there is no intent
that this program be merged with the existing social insurance program. Sepa-
rate applications and reports would be required of each program and separate
checks would be issued (according to the Committee report).
3. Period for Determination of Benefits

Eligibility for benefits and the amount of such benefits would be determined
for each quarter of the calendar year. The Secretary of Health, Education and
Welfare would prescribe the reduction in the amount of benefit for persons apply-
ing for benefits during the quarter. Applications would be considered to be filed
on the first day of the month In which they were actually filed.
11. Special Limitations on Gross Income

The Secretary would prescribe the circumstances under which 'gross Income
would be considered sufficiently large to make an individual ineligible for benefits
under this title.

5. Limitation on Eligibility of Certain Individuals
Inmates of public institutions would be ineligible for benefits.
If an eligible individual were in a hospital, extended care facility, nursing home

or an intermediate care facility (and-had no other income) the monthly benefit
to such an individual would be $25.000.

No person who was disabled as the result of drug or alcohol abuse would be
eligible unless such a person were undergoing appropriate treatment for such
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abuse at an institution approved by the Secretary (so long as treatment was
available) and such individual demonstrated that he was complying with the re-
quirements for such treatment.
6. Income

If an eligible individual were living in another person's household and receiv-
ing support and maintenance, in kind, from such person, the benefits otherwise
applicable to such individual would be reduced by 331A percent.

In determining income available to a beneficiary, there would be excluded:
(a) Earned income of a child attending school (there would be no minimum age

limit in thp blind or disabled portions of the program).
(b) Irregular earned income of $30 or less per quarter and irregular unearned

income of $60 or less per quarter.
(c) For aged recipients, the first $60 of earnings per month plus one-third

of the remainder: for blind recipients, the first $85 of earnings per month plus
one-half of the remainder plus work expenses; for disabled recipients, the first
$85 of earnings per month plus one-half of the remainder.

(d) Any assistance (except veterans' pensions) based on need and furnished
by the State or Federal Government (State Supplementation, as indicated sub-
sequently, would be subject to certain specified restrictions).

(e) The tuition part of scholarships and fellowships.
(f) Home produce used in the home.
(g) One-third of child support payments from absent parents.
(h) Foster care payments for a child placed in a household by a public or non-

profit child placement agency.
7. Resources

In determining resources of an Individual, there would be excluded:
(a) The home, to the extent that its value would not exceed reasonable

amounts.
(b) Household goods and effects to the extent that their total value would

not exceed reasonable amounts.
(c) Other property essential to self-support. (According to the Committee

report, a ear used for necessary transportation, such as to obtain needed Medi-
care treatment, would also be excluded.)

(d) Resources of a blind or disabled person who had a plan approved by the
Secretary for achieving self-support as may be necessary to the fulfillment of
such plan.
8. Disposition of Rcsources

The Secretary would prescribe the manner in which property would be disposed
of in order not to be included in determining an individual's eligibility for
benefits.

9. Meaning of Terms
(a) Blindness:
Blindness would be defined as a central vision acuity of 20/200 or less in the

better eye with the use of a correcting lense. An eye which was affected by a
limitation in the fields of vision such that the widest diameter of the visual field
subtended an angle no greater than 20 degrees would be considered as having a
central visual acuity of 20/200 or less.

An individual would also be considered blind if he had received assistance
under Title X or XVI during June 1972.

(b) Disability:
The definition of disability would be the same as that used to determine eligi-

bility for OASDI. A pers6n would be considered disabled if he were unable to
engage in any substantially gainful activity by reason of any medically deter-
minable physical or mental impairment which could be expected to result in
death or which had lasted or could be expected to last for a continuous period
of qot less than 12 months (or, in the case of a child under the age of 18, having
suffered from any medically determinable physical or mental impairment of
comparable severity).

An individual would also be considered disabled. if he had received assistance
under Title XTV or XVI in June 1972.

(e) Trial Work Period:



1977

For disabled persons, a trial work period would consist of a line month period
during which such person was employed. Duxing,this period such employment
would not make such an individual ineligible for adult benefits (however, such
earnings would be considered in determining benefit payments).

(d) Eligible Spouse:
An eligible spouse would mean an aged, blind or disabled individual *ho was

the husband or wife of another aged, blind or disabled individual. (Only one of
such a couple would be an "eligible individual" with the other being an "eligi-
ble spouse.")
10. Income of Individuals other than Eligible Individuals and Eligible Spouses

For purposes of determining eligibility (and benefits) for any individual who
was married and whose spouse was living with him but was not an eligible
spouse, such individual's income and resources would be deemed to include any
income and resources of such spouse.

For children under 21, their income and resources would be deemed to include
any income and resources of a parent living in the same household whether or
not such resources were available to the child.
11. Rehabilitation Services for Blind and Disabled Individuals

Blind and disabled individuals would be referred to the State Vocational Re-
habilitation agency for a review, not less often than quarterly, of such individual's
disability and need for rehabilitation services. Such persons would be required to
accept rehabilitation services made available to them. The- Secretary would pay
the state agency administering such state plan the cost incurred in the provision
of such rehabilitation services.
12. State Supplementation

States could supplement the Federal benefits paid to the aged, blind or disabled.
However, such payments would not be matched with Federal money. In addi-
tion, Federal benefits would be reduced by the amount of State Supplementation
unless the Secretary and the State entered Into an agreement. Such an agree-
ment would be required to provide that income exempted In determining Title
XX benefits would also be exempted In determining State Supplementation.

The agreement could also provide that the Secretary administer the program
on behalf of the state. If such a provision were Included, the Secretary could im-
plement such procedural or general administration provisions as he found nec-
essary. If the Secretary administered the program, he would undertake the en-
tire cost of the administration of the program. If the state administered the
program ,the state would assume the entire administrative cost.

States could disregard up to $7.50 of any income in determining benefits.
In addition, states could impose a residence requirement within the State Sup-
plementation program.

PART B-PROCEDURAL AND GENERAL PROVISIONS

1. Payment of Benefits
Benefits would generally be paid monthly; however, if the monthly benefit did

not exceed $10.00, it would be paid less frequently. The Secretary could establish
ranges of income within which a single amount of benefit under Title XX would
apply.

A cash advance of up to $100.00 could be made to presumptively eligible bene-
ficiaries faced with a financial emergency. However, such advances would be re-
flected in the subsequent benefits.

Individuals eligible for benefits because of blindness or disability would con-
tinue to receive benefits through the second month following the month in
which such blindness or disability ceased (so long as they were otherwise eligible
for benefits).

2. Applications and Furnishing of Information
The Secretary would prescribe requirements with respect to Aling applications,

reporting changes in circumstances, etc. If an individual failed to submit a
report of-change in circumstances relevant to eligibility (or benefits), the
benefits to such an individual would be reduced by $25 in case of the first
such failure or delay, $50 in the second instance, and $100 in the third and sub-
sequent instances.
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3. $4.00 Pass-Along of OASDI
The Social Security Amendments of 1969 providing for the "pass-along" of

$4.00 of OASDI would -be amended to make such provision permanent. The pass-
along would not be considered in determining Federal benefits but would be
used to determine the benefits in a State Supplementation program.

ASSISTANCE FOR THE AoED, BLIND, AND DISABLED

COMMENTS
1. Eligibility

While benefits would be paid for eligible beneficiaries and their eligible spouses,
persons not eligible in their own right would not be eligible for benefits. Thus
some "essential" persons currently eligible for assistance, e.g., the 60 year old
wife of an OAA recipient would not be eligible for Federal benefits (and
presumably State Supplementation for such a person would not be subject to
the "hold harmless" provision)..-
3. Period for Determination of Benefits

In the Committee report it is indicated that quarterly investigation of all
aspects of eligibility would not be required. In those cases in which the financial
status of the beneficiary fluctuated, income and resources would be examined
on a quarterly basis to assure that benefits were paid on the basis of current
income.-For other cases in relatively stable circumstances, eligibility (and the
amount of benefit) would be determined less frequently.
5. Limitation on Eligibility of Certain Individuals

In effect, "standards" for persons in institutions would be set at $25 per
month and would result in additional state costs for institutional care. (While
state payments for clothing and personal incidentals would be eliminated for
persons with no income-other than Federal benefits from Title XX---cases
with other income, such as OASDI, would, in effect, have less "available" income
to meet their medical costs, e.g., costs of nursing home care.)

The ramifications of requiring persons disabled because of drug or alcohol
abuse to accept treatment are not entirely clear. However, to the extent that
state facilities are utilized for treatment, operational costs of such facilities
would increase. (In addition, similar disabled persons receiving aid in the family
programs would also be required to undergo such treatment in order to be
eligible for assistance.)

6. Income
The earned income exemptions are considerably more liberal for the aged and

disabled than those now in effect. Because of a combination of factors, a con-
siderable increase in the disability portion of the caseload could be expected
if a State Supplementation program were implemented. (a) A liberalized defini.
tion of disability could result in more persons with a slighter degree of disability
receiving assistance. (b) All disabled beneficiaries would be referred to Voca-
tional Rehabilitation. (c) Persons eligible, because of a disability could be
employed for 9 months during a "trial work period" without being judged
ineligible because of the lack of a disability. These factors, combined with the
liberalized earnings, exemptions, could result in numerous additional cases.

9. Meaning of Terms
The definition of disability would appear to be broader than the current

definition of the term even though the bill contains a grandfather clause that
would allow cases receiving assistance in June 1972 to continue to receive assist-
ance although they were ineligible under the new definition (!). In the Committee
report, it was estimated that under the current law 40,700 adult recipients would
receive assistance in Washington in fiscal 1973 while under HR 1 a total of
57,500 adults would be eligible in the State. By contrast, it was estimated that
the caseload in Oregon would increase from 20,900 under current law, to 55,200
under HR 1 while in California the caseload would increase from 599,700 to
608,700. The basis of these increases has not been indicated in the report,
although they are based on the assumption that the states would provide a
supplementary program, Including in their standards, the bonus value of the
food stamps these persons would have received if they had remained eligible
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for food stamps. (Adult and family beneficiaries would not be eligible for food
stamps under HR 1.) It would appear reasonable to assume that the increase
in projected caseloads would occur in the disability segment of the program.

Blind or disabled children under 21 years of age would be eligible under Title
XX. The parents' income and resources would be considered in determining
eligibility.
11. Rehabilitation Services for Blind and Disabled Individuals

All blind or disabled persons would be referred to the state agency administer-
ing the state plan for vocational rehabilitation services approved under the
Vocational Rehabilitation Act. (In addition, incapacitated persons receiving aid
in the family programs would also be referred to vocational rehabilitation.)
Such mandatory referrals could result in as many as 40,000 or 50,000 referrals
to that agency. (Currently, there are about 20,000 DA cases and an estimated
8,700 Incapacitated fathers receiving AFDC-R in Washington State.)

It. State Supplementation
The state could implement a supplementation program for recipients of Title

XX. However, if the Secretary and the state did not enter into an agreement,
the amount of Federal benefits paid to a recipient would be reduced by the
amount of supplementation paid to the recipient. (In addition, if no agreement
were reached, the expenditures by the state for supplementation would not be
subject to the savings provision-see Limitation on Fiscal Liability of States.)

As indicated, eligibility would be determined quarterly (although most recip-
ients would receive a monthly check). Such quarterly determinations would
have little effect on caseloads. (This is not true of the family programs, how-
ever; because of a "carry over" provision for those families, many cases cur-
rently eligible for assistance would no longer be eligible under H.R. 1.)

Some adult households would be eligible for considerably less assistance under
H.R. 1 than under current law. In families in which a spouse was not eligible
in her own right, benefits would be paid for only the eligible individual, e.g.,
$130 rather than $195 for an eligible individual and an eligible spouse. Possibly,
such a discrepancy could be corrected under a State Supplementation program.
However, such an assumption is questionable. All indications in the Committee
report are that a supplementation program would, in effect, merely increase
standards for those persons eligible for Title XX.

While limiting the supplemental program in such a manner would affect rela-
tively few persons in the adult program, it would have very profound effects in
the family programs.

FAMILY PROGRAMS

The Bill includes a new Title -XXI which would provide benefit payments to
families with children. Title 1V would be amended to provide social services to
recipients of Title XXI. The Department of Labor would administer Part A
of Title XXI, the Opportunities for Families Program (OFP), a program for
families with persons available for employment. The Department of Health, Edu-
cation and Welfare would administer Part B of the title, Family Assistance
Plan'(FAP), a program for families with no employable persons. While benefits
would be paid through two separate departments, the Secretary of HEW, with
the concurrence of the Secretary of Labor, would prescribe the regulations, so
that uniform regulations would prevail in both programs.

PART A-OPPORTUNITIES FOR FAMILIES PROGRAM (OFP)

1. Registration of Family Members
Very member of a family determined employable (by the Department of

HEW) would be required to register with the Department of Labor for man-
power services. A person would be considered available for employment ufijess
he (she) was determined to be:

(a) Unable to engage in training because of illness, incapacity or advanced
age;

(b) A mother of a child under the age of three (or until July 1974, age 6);
(o) A mother, if the father were in the home and registered for manpower

services;
(d) A child under the age of 16 or under 22 and attending school;
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(e) Needed in the home because of the incapacity of another household
member.

Peisons considered not available for employment could volunteer for OFP,
unless they were incapacitated.
2. Employment

Registered persons would not be required to accept employment if:
(a) The position was offered because of a labor dispute;
(b) The wages and hours offered were less than those prescribed by Federal,

state or local law or were less than those prevailing for similar work or the
wages were less than $1.20 per hour;

(C) Membership was required in a company union (or membership in a bona
fide labor organization was restricted) ;

(d) The individual had demonstrated the capacity, through other training
or employment opportunities, of securing work available to him that would better
enable him to achieve self-sufficiency.
3. Child Care

The Secretary of Labor would make provisions for providing needed child care
for participants. The Secretary would purchase the child care from any available
source (meeting the Department of HEW's standards), but would give priority
to sources developed by HEW.

Families receiving child care service would participate financially (in accord-
ance with schedules developed by HEW) :

Participants in the manpower program Would be trained for employment In
child care facilities.

For fiscal 1973, a total of $700,000,000 would be authorized for child care
services provided by the Departments of HEW and Labor. Of the amount appro-
priated to the Secretary of Labor (the amount is not indicated), at least 50 per-
cent would be allocated among states on the basis of the number of registered
mothers in the states.
4. Other Supportive Services

The Secretary of Labor would provide health, vocational rehabilitation, coun-
seling, social and other supportive services (including physical examinations and
other minor medical services) necessary. In addition, family planning services
would be offered on a voluntary basis. However, the Secretary would maximize
the use of existing facilities, programs and agencies in providing these services.

For fiscal 1973, a total of $100,000,000 would be authorized for providing sup-
portive services.
S. Operation of Manpower Services

The Secretary would develop an employability plan for each registrant. Priority
would be given to mothers and pregnant women under 19 years of age.

The manpower program would include:
(a) Any services, training and employment which the Secretary is authorized

to provide under any other Act;
(b) Counseling, job development, job placement, follow-up services, etc;
(c) Relocation assistance; and
(d) Public service employment programs.
A total of $540,000,000 would be appropriated for carrying out these provisions

(excluding public service employment).
6. Pieblic Service Employment

This program would provide Jobs in areas such as health, environmental pro-
tection, welfare, etc, which would benefit the community, state or county and
would provide employment for participants not able to obtain regular Jobs or be
effectively placed in training programs.

The Secretary of Labor would provide for grants or contracts with public or
non-profit private agencies for the establishment of such programs. However,
assurance would be required that:

(a) Appropriate standards for health and safety would be established;
(b) Availlble employment opportunities would be increased and that the pro-

gram would not result in a reduction in the employment and labor costs of any
employer;

(c) The conditions of the employment were reasonable;
(d) Workmen's compensation was provided; and
(e) The employability of the participants would be increased.
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The wages paid to an individual would be required to be equal to the
highest of:

(a) The local prevailing rate of wages for similar occupations;
(b) The applicable Federal, State or local minimum wage; or
(o) The highest Federal minimum wage (currently, $1.60 per hour).
The Secretary would review the employment record of each participant at

least every six months (with Intent of placing the individual in regular employ-
mentor training if possible).

Payments for not more than three years would be made for an Individual's
employment. Payments could not exceed 100 percent of the cost of employment
during the first year, 75 percent the second and 50 percent the third year.

In fiscal 1973, an appropriation of $800,000,000 would be available for public
service employment.
7. Information Concerning Job Opportunities in States

States and their political subdivisions receiving Federal assistance would be re-
quired to furnish listings of job vacancies in positions or programs wholly or
partially funded by Federal funds.
8. Training Allowances

A monthly allowance of $30 would be paid by the Secretary to each individual
in a training program. In addition, allowances would be paid for transportation
and other costs necessary to participate in training.
9. Rehabilitation Services for Incapacitated Family Members

Members of a family receiving OFP benefits who were not considered available
for employment because of an incapacity would be referred to the state agency
providing services under the Vocational Rehabilitation Act ant the individual's
need for and utilization of services would be reviewed at least quarterly. If
services were offered, acceptance of such services would be mandatory (unless
good cause existed to reject such services).

Each family member receiving such services would be paid a $30 monthly
incentive allowance by the Secretary, as well as transportation and other related
costs.

PART A--OPPORTUNITIES FOR FAMILIES PROGRAM (OFP) -COMMENTS

1. Registration of Family Members
The Department of HEW would determine initially if a family included a mem-

ber available for employment. However, because the definition of employability is
very specific, a minimum of interpretation would be involved.

It appears probable, because the definition of employability is so precise, that in
practice it would require modification-the inevitable exceptions would occur.
Moreover, it would appear to be of questionable merit to omit the consideration
of the number of children in the family. The employable status of a mother with
eight children, for example, is very questionable.
3. Child Care

Child care provided under Title XXI would apparently be paid for entirely by
Federal funds (and parent participation). The Secretary of HEW would deter-
mine child care facility standards and would develop new facilities when needed
(an additional $50,000,000 appropriation for fiscal 1973 would be made available
for this purpose). Whenever possible, the Secretary of Labor would utilize
facilities developed by the Secretary of HEW. The latter would also develop a
schedule for parental participation in the cost of child care.

Normally families receiving wages and requiring child care would pay for the
cost of their child care. This expense would be considered a (deductible) work
expense for purposes of determining the amount of benefits for which the family
would be eligible under Part C (child care expenses would be treated similarly
for State Supplementation). Normally, families in which a member was in a
training program (or vocational rehabilitation) would have their care purchased
for them by the Department~of Labor. (In the Committee report it Was Indicated
that possibly vouchers for child care might be Issued to these families.) Thus, the
$700,000,000 appropriation for child care would not reflect the total cost of such
care,
4. Other Supportive Services

While it is indicated that the Secretary of Labor would provide these services
when required, it is also indicated that he should make the maximum use of
existing facilities, programs and agencies. Thus, while (in the Committee report)
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it is indicated that the Secretary of Labor would provide family planning services
when requested, it is unclear how he would provide these. Such services would be
available through Title IV-A, Grants to States with Family and Child Welfare
Services, the cost of which would be 75 percent Federal share and 25 percent
state share. Similarly, "minor medical services," available through Title XIX,
might in fact be a cost to that program.
5. Operation of Manpower Services

In the Committee report it is indicated that priority should be given to teenage
mothers (presumably pregnant mothers could volunteer for the OFP) since they
would be most likely to benefit from training. Such mothers would be helped to
finish high school if at all possible.

The report indicates that about 225,000 training opportunities would be pro-
vided (in addition to the 187,000 training opportunities now in the WIN program).
(In an earlier section, it is indicated, however, that there would be an additional

412,000 slots.) The Bill would also provide for 200,000 public service employment
opportunities.
6. Public Service Employment

The Committee report is somewhat ambiguous about the type and function of
the jobs provided under this segment of the program. It is indicated that these jobs
are not intended to be used on a long-term, permanent basis to support individ-
uals-they should be viewed as "transitional employment" that will help pre-
pare individuals for regular employment. -

However, the Committee also indicates that the Bill contains incentives for
employers to move participants on to regular payrolls by progressively reducing
Federal matching share. (Since participants could not replace existing jobs, it is
unclear what sort of incentive is contained in this feature.)

Local agencies receiving Federal funds would be required to submit routinely
a list of vacancies to the Department of Labor. The report indicates that these
agencies would "be expected to do their share of hiring beneficiaries when they
do have vacancies.., these agencies would be required to establish goals for hiring
beneficiaries but an agency would not be required to hire every individual that is
referred. It is not the intent that such agencies be forced to hire unqualified
people."

PART B-FAMILY ASSISTANCE PLAN (FAP)

1. Payment of Benefits
Eligible families, In which there was no member available for employment,

would be eligible for benefits under this part.
2. Rehabilitation Services for Incapacitated Family Members

Any incapacitated member of a family would be referred to vocational re-
habilitation where his need for services would be reviewed at least quarterly
(unless his incapacity were permanent). It would be mandatory upon the in-
dividual to accept services made available to him. Persons receiving services
would also receive an incentive allowance of $30 per month from the Department
of HEW plus an allowance for transportation and other necessary allowances.
8. Child Care and Other Supportive Services

The Department of HEW would purchase the necessary child care (for per-
sons in vocational rehabilitation) including necessary transportation, placing
priority on the use of child care facilities developed by the Department of HEW.

The Secretary could require families to participate in the cost of child care
(in accordance with a schedule developed by him).

The Secretary would offer family planning services to all appropriate members
of families who were in the OFP (Part A).
4. Rtandard8 for Child Care

The Secretary of HEW (with the concurrence of the Secretary of Labor) would
establish standards assuring the quality of child care services. He would also
develop schedules for family participation in the cost of child care, based on
ability to pay such costs.

The Secretary would be authorized to make grants to any public or non-profit
through grants or contracts with public or private non-profit agencies. For any
fiscal year, $50,000,000 would be appropriated for such purposes.
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The Secretary would be authorized to make grants to any public or non-profit
agency or organization for the cost of planning, establishment, operation (to
24 months) and other costs for projects to determine more effective methods ofproviding child care.

PART -- DETERMINAION OF BENEFITS

1. Determination of Benefits
The Department of Labor would determine benefits for families In the OFP

and the Department of HEW would determine benefits for families in FAP;
however, all such determinations would be in accordance with regulations pre-
scribed by the Secretary of HEW (with the concurrence of the Secretary of
Labor).
2. Eligibility for and Amount of Benefits

Otherwise eligible families whose income was at a rate of not more than: $800
per year for each of the first two members of the family; plus $400 per year for
each of the next three members; plus $300 per year for each of the next two
members; plus $200 per year for the next member; and whose (non-excluded)
resources were not more than $1,500 would be eligible.

Benefits (to families with no available income) would be paid at the above
rate.

The maximum amount a family could receive (regardless of size) would be
$3,600 per year.

No benefit payment would be made if the rate of payment would be less than
$10 per month.

Payments would not be made for family members available for employment
who failed to register with the Department of Labor or who refused services or
employment.
3. Period for Determination of Benefits

Benefit payments for any quarter would be based on an estimate of the family's
income during that quarter and the income of the family during the three pre-
ceding quarters. The benefit for which a family was actually eligible would be
determined in the quarter following the quarter in which the benefit was paid.
An adjustment would be made if the estimate was more or less than the actual
amount determined payable.

The Secretary would establish to what extent a benefit for any quarter would
be reduced because of the lapse of time between the beginning of the quarter and
the date of application.

An application filed on any day of the month would be deemed to have been
filed on the first day of the month.
4. Biennial Reapplication

After a family had been paid benefits for 24 consecutive months, no additional
benefits would be paid until the family had filed a new application.
5. Special Lirdts on Gross Income

The Secretary could prescribe the circumstances under which the gross income
from a trade or business was large enough to preclude eligibility.
6. Ineligible Individuals

A person who was incapacitated solely because of drug or alcohol abuse would
be considered a family member (for purposes of determining the amount of fam-
ily benefit) only if he were undergoing treatment (if available) at an institution
or facility approved by the Secretary.

7. Income
Benefits would be reduced by the amount of income available to the family.

However, in determining the family income, there would be excluded:
(a) Earnings of a student;
(b) Irregular unearned income not exceeding $60 per quarter; and irregular

earned income not exceeding $80 per quarter;
(0) Part or all of the cost of child care (according to a schedule prescribed

by the Secretary) necessary for employment or training.
(The total income excluded by thee three exemptions could not exceed $2,000

plus $200 for each member of the family In excess of 4. with an absolute maxi-
mum $3,000 per year).

72.-57"--72-pt. 4-24
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(d) The first $720 per year (or proportionately smaller amounts for shorter
periods) of earned income plus one-third of the remainder;

(e) Any assistance (except veterans' pensions) based on need and furnished
by the state or Federal Government (State Supplementation would not be ex-
empted if an agreement were not in effect between the Secretary and the state) ;

(f) Training allowances (including up to $30 per month which the state could
pay if it so chose) ;

(g) The tuition portion of scholarships or fellowships;
(h,) Home produce;
;(i) One-third of child support and alimony received by the family; and
(J) Foster care payments for a child placed in the family by a child placement

agency.

8. Resources
In determining resources of a family there would be excluded:
(a) A home, to the extent its value did not exceed a reasonable amount;
#(b) Household goods and personal effects not in excess of a reasonable

amount;
(c) Other property essential to the family's self-support;
The cash surrender value of insurance policies would be considered, except

that if the face value of all insurance policies was $1,500 or less, the value would
be disregarded.
9. Disposition of Resources

The Secretary would prescribe the conditions under which property must be
disposed of In order not to be included in determining the family's eligibility for
benefits.
10. Definition of Family

A family would be defined as two or more persons-
(a) Related by blood, marriage or adoption,
(b) Who lived in a place of residence maintained as a home by one or more of

them;
(c) Who were residents of the U.S. and one of whom was a citizen or an alien

lawfully admitted for permanent residence and
(d) At least one of whom was a child dependent upon another of such in-

dividuals.
A present temporarily absent because of employment includingg military serv-

ice) would be considered to be living in the residence.
Groups in households headed by students regularly attending college would not

be considered families.

11. Definition of Child
T-he term "child" would mean an individual neither married nor head of the

household and under the age of 18 or under 22 and regularly attending school.
12. Recipients of Assistance Under Title XX

If an individual were receiving assistance under Title XX, such a person would
not be regarded as a member of the family for purposes of determining the
amount of benefits of the family under Title XXI, nor would his income or re-
sources be counted under Title XXI.
13. State Supplementation

The state could make regular cash payments to persons receiving benefits
under Title XXI. or who would, but for their income, be eligible to receive Fed-
eral benefits. Such payments would not be counted as available Income (in deter-
mining Federal benefit payments) onlg, if an agreement between the Secretary
and the state were reached (such an agreement could provide that the Secretary
would administer such supplementary payments).

Such an agreement would include the requirements that:
(a) In determining eligibility for supplementation, the income exclusions (in-

cluding earnings incentives) used to determine Federal benefits, would also be
used for determining supplementation. (Federal benefits would be considered
available income, however, for purposes of determining supplementation).

(b) If the agreement provided that the Secretary would make the supple-
mentary payments, the state could elect to exclude such payments to (1) the
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working poor" (neither parent incapacitated, and the male parent not unem-
ployed) or (2) AFDC-FE-Iike families (the male parent unemployed).

(e) The Secretary, If he administered the program, would prescribe such rules
about eligibility, amount of supplementary payments and administrative provi-
sions which he found necessary to insure efficient and effective administration of

'both the Federal and state programs.
The state could include a residence requirement in its supplementation pro-

gram.
If the state had an agreement which included a provision for the Secretary to.

administer the program, the administrative costs of the supplementation pro-
gram would be paid by the Federal government. If the state administered the
program, the state would pay the entire administrative cost.

PART C-DETERMINATION OF BENEFITS--COMMENTS

2. Eligibility for and Amount of Benefits
Although the Bill contains no specific sections on how eligibility would be

determined, the Committee report is very explicit. A Social Security number
would be used to identify every recipient. Each family member not having a
number would be issued one at the time of application. The number would be
cross-checked with other Social Security information files, as well as against
files of the Veterans Administration, Internal Revenue Service, Civil Service
Commission and the state employment service. Regular periodic checks against
these data files would be made.

Interviews would be conducted as part of the application process. If there
were questions about the accuracy of the statements on the application, field
investigations would be conducted prior to authorizing benefits.

Validation and review control checks would be conducted for a selected sam-
ple. Verification would involve checking each element of eligibility "in great
detail", e.g., a birth certificate would be checked against the public record it
purports to represent.
3. Period for Determination of Benefits

Benefit payments would ordinarily be made on a monthly basis. However,
the amount of benefits for which a family was eligible would be determined
on a quarterly basis (presumably, the monthly pakrment would be one-third
of the quarterly benefit). In addition, "countable" income in excess of the
benefit level for any quarter would reduce the benefit payment for the current
quarter. For example, a family of four applied for benefits and had no countable
(available) income during the current quarter (the quarter in which they
applied); their benefit level would be $600 for the quarter (one-fourth of
$2,400). However, if they had $750 of countable income in the immediately
preceding prior quarter (and no countable income during the two quarters
preceding the prior quarter), their benefit for the current quarter would be
reduced by $150, the excess ("carryover") over the maximum benefit level
during the prior quarter.

Income during all three preceding quarters would be considered in determin-
ing the benefits for the "current" quarter. For example, suppose a four person
family had "countable" income of $600 in the third preceding quarter, $1,100
in the second preceding quarter, $300 in the immediately preceding quarter and
no income in the current quarter. In the third preceding quarter, the $600 of
countable income would offset any benefit payment. However, in the second pre-
ceding quarter, the $1,100 income would have exceeded the benefit level by $500;
thus no benefits would be paid and $500 would be carried over to the immediately
preceding quarter. Since the family would have had $300 of income during the
Immediately preceding quarter and $500 carried over, they would still have
$200 to "carryover" to the current quarter. Thus, the $200 would be applied
against the $600 benefit level, and the family would receive $400 of benefits for
the quarter.

Normally, income would be estimated for a "current quarter" and the payment
for the quarter would be based upon, this-estimation. However, determination
of the actual amount of benefits for which a family was eligible would be
determined on the basis of the actual income of the family. (Families would
mail such data to the Secretary quarterly.) Thus, benefit payments in a subse-
quent quarter would be adjusted for the difference between the estimate and the
actual income received.



To determine countable earned income for a quarter, the first $180 (one-quarter
of $720) plus one-third of the remainder would be exempted.

Because of the "carryover" provision, many families applying for benefits
without income and otherwise eligible for benefits, would receive no Federal
benefits (for up to 12 months) because of the income received by the family
during the prior year. (Such families would currently be eligible for AFDC
unless they had excess resources.) With no "current" income, either Federal
benefits or otherwise, the only source of relief would consist of state programs.

It is possible that a State Supplementation program, which would be accept.
able to the Federals, could be implemented to meet the needs of these families,
However, such an assumption would be hazardous. The Committee report implies
that a State Supplementation program would be identical to the Federal pro-
gram, but with higher benefit levels. (The language describing the supplementa-
tion program provides the Secretary with considerable latitude so that there
is some possibility that an acceptable program could be implemented.)

In the Committee report it is indicated that the Committee is aware of the gen-
eral assistance programs operated at state expense, and that these "efforts to
meet extraordinary and individualized instances of need will form an important
complement to the new Federal welfare programs which attempt to meet need in
its more predictable and chronic forms." Given the magnitude and predictability
of such a problem, the Committee's intent is unclear. It is possible that the prob-
lem was not considered.
7. Income

Child care costs would normally be paid by a family with earnings from such
earnings. The cost would then be a deductible expense for determining benefits
(both Federal and State Supplementation). However, for a family of four, the
total amount that could be exempted would be $2,000 per year. Such an amount
would increase by $200 for each family member, up to a maximum of $3,000. In
addition, this limitation would also include the amount of earnings that could
be exempted by a student as well as irregular earned and unearned income. The
committee intended, by placing such qualifications, to exclude benefit payments to
families with large incomes.

However, even if a family had no student earnings or irregular income, the
limitation would 4~e inconsistent with other provisions of the bill. Child care, at
$5 per day, costs bout $1,250 a year per child. At such a rate. the child care
costs of two children would not be met by this provision. Moreover, the Com-
mittee, in its report, indicated that child care "should not be care of low quality.
but should include educational, health, nutritional and other needed services
whenever possible." It is unclear how the financial limitation in the bill could
fit into this desired level of child care.

As indicated, child care would be considered a work expense. If a State Sup-
plementation program were implemented In Washington State, using current
standards, numerous working mothers not now eligible for assistance, would be-
come eligible because of this provision and thus be eligible for the earnings ex-
ception. (Many additional mothers would be eligible, even without this child
care provision, since the income deductions would be applied at the time of appli-
cation-not, as under current policy, just to recipients.)
10. Definition of Fwmily

The Committee was very definite in denying benefits to college students. It is
stated in the report, "as Indicated earlier, if the family head is an undergraduate
or graduate student regularly attending school full time, that family does not
qualify under the program." Presumably, this would mean that college programs
would not be part of the manpower services program. However, some Depart-
ment of Labor programs (which the Secretary of Labor, according to this bill,
must utilize in the manpower program) do provide for college programs.

It is also indicated in the bill that the income and resources of a person not
available to the rest of a family would not be considered in determining the
amount of benefits nor would such an individual be considered a family member.
However, this rule would not apply to parents or their spouses. Thus, income and
resources of a step-parent living in the household would be included in deter-
mining a family's eligibility for benefits.

It would appear that, generally, a child living with a non-needy relative, would
not be eligible for benefits (either Federal or State Supplementation). Such
children (but not the relative) are currently eligible for AFDC-R.
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11. Definition of a Child
In the Committee report it is stated that an unborn child would not be included

in the definition of a child. Thus, families in which the unborn would be the only
"child" would not be eligible for Federal or State Supplementation. Currently,
such families are eligible for AFDC.
13. State Supplementation

If a state chose to Implement a supplementation program, it would be required
to enter into an agreement with the Secretary ; if it did not, payments made under
the program would be considered available income to the recipients and Federal
benefits to the recipients would be, reduced by a corresponding amount.

In addition, the states could, within the agreement, provide for the Secretary
to administer the supplementation program at Federal expense (If a state
administered the program it would be entirely at the state's expense). In addi-
tion, only expenditures made under programs administered by the Secretary
would be subject to the "bold harmless" clause. Thus, while states would have
the technical right to administer the supplementation programs for adults and
families, the price could be so excessive as to be prohibitive.

As Indicated earlier (Period for Determination of Benefits), it is question-
able if a supplementation program could be implemented to meet the needs of
families, who except for their income during the preceding 12 months, would be
eligible for benefits. In the Committee report it is stated, "In general, it Is
anticipated that the same rules and regulations would be applied to both Federal
and state supplemental payments with the only difference being the level of such
payments. However, the Secretary could agree to a variation affecting only
the state supplemental if he finds he can do so without materially increasing
the costs of administration and if he finds the variation consistent with the
objectives of the program and its efficient administration."

PART D--PROCEDURAL AND GENERAL PROVISIONS

1. Payment of Benefits
The Secretary could establish ranges of incomes within which a single amount

of benefits would apply.
2. Emergency Advances

An emergency payment of no more than $100 could be made to a family Initially
applying for benefits (who was presumptively eligible for benefits). Such pay-
ments would be deducted from future benefits.
3. Overpayments and Underpayments

Adjustments to future payments or recoveries from or payments to individuals
would be made In the case of overpayments or underpayments. However, families
without fault would not be penalized if adjustment or recovery would defeat
the purpose of the program, be against equity or good conscience or impede
efficient administration.
4. Hearings and Review

An individual could request a hearing within 30 days after a determination
(on eligibilty, amount of benefits or registration and participation in manpower
services). A determination of the hearing would be made by the Secretary within
90 days after the hearing. The final determination would be subject to judicial
review unless such determination was based on fact.
5. Information Required of Families

The Secretary would prescribe regulations with respect to information needed
to determine eligibility and amount of benefits. Families receiving benefits would
be required to submit quarterly reports on their income within 30 days after
the close of the quarter. Failure to submit the quarterly report within 30 days -
would result in the suspension of benefits. Failure to submit required data, or
willful delay in submittal would result in benefits being reduced by: (a) $25
for the first failure or delay; (b) $50 for the second failure or delay; and (c)
$100 for the third or a subsequent failure or delay.
6. Fraud

-A penalty of $1,000 or one year imprisonment, or both, could be imposed for
fraud.
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7. Administration
The Secretaries of HEW and Labor could both perform any of the functions.

under Title XXI (including determination of Medicaid eligibility if such al,
arrangement were made with a state) directly, or by arrangements or contracts.
8. Obligation of Deserting Parents

Deserting parent(s) would be obligated to the United States for the amount
of benefits paid to his family during his absence. Such an obligation, however,
could not exceed the amount ordered by a court, less any payments actually made
under such an order. The amount due would be collected from any amounts due
to the deserting parent from any agency of the United States.
9. Interstate Flight to Avoid Parental Responsibilties

A parent who "moves or travels in interstate commerce" for the purpose of
-avoiding responsibility for the support of a child (receiving Title XXI benefits)
would be guilty of a misdemeanor and subject to a fine of up to $1,000, or im-
prisonment for not more than one year, or both.
10. Local Committees to Evaluate Manpower Program

Local advisory committees would be established (at least one in each state)
to evaluate the manpower program and other related aspects of Title XXI de-
signed to help recipients become self-supporting. Each committee would have
representation of "labor, business, the general public, and units of local gov-
ernment not directly involved in administering [the program]."
11. Authorization for Child Care Services

A total of $700,000,000 would be authorized for child care for fiscal 1973 (in
addition to the $50,000,000 that would be authorized for development of child:
care facilities).

PART D-PROCEDURAL AND GENERAL PROVISIONS--COMMENTS

3. Overpayments and Underpayments
Overpayments and underpayments would be a definite administrative problem.

Since benefitsfor a quarter would be based on an estimate of income for that
quarter! and adjustments would be made during the next quarter for the differ-
ences between the estimated and actual income, numerous adjustments would be
anticipated.

To further complicate this problem, adjustment of the Federal benefit could
also necessitate an adjustment of State Supplementation in those states where
such a plan was in effect. These adjustments would undoubtedly require a very
considerable amount of manpower and data processing time.
5. Information Required of Families

While such a report would be necessary to the operation of the program, it
would undoubtedly create an enormous volume of paperwork, including addi-
tronal correspondence resulting from inaccurate reports. Comparison of these
reports with earning records (which the Committee indicates should be done),
would likely involve considerable nianpower requirements.

6. Fraud
--In the Committee report it is indicated that every person attempting to obtain

payments by unlawful means should be prosecuted. "The significance of this
requirement [prosecution] goes beyond the potential costs of pursuing the pros-
ecution; prosecutions should not be dropped because the amount of money in-
volved is small or the cost of the prosecution is high. It is much more important
that the public confidence in the integrity of the program be maintained."
7. Administration

It is unclear with whom such contracts would be made. The Committee report
indicates that contractual arrangements between DHFEW and DOL would pro-
vide integrated administration of the two programs nationally, "Field installa-
tions would perform the income maintenance functions with respect to all fam-
ilies in the OPP and FAP."
8. Obligation of Deserting Parents

The provisions for recovery would appear rather weak since the only way to
recover funds would be from Federal monies owed to the deserting parent. It
is unfortunate that some provision cannot be made for parents absent for
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reasons other than desertion. Applicants for assistance, the Committee report
indicates, would be expected to cooperate in every way possible in assisting
authorities to Identify and locate deserting parents.

The Immediate results of such requirements, If successful, would reduce Fed-
eral benefit payments. However, State Supplementation would be affected to
only a minor degree.

PART A-EFFECTIVE DATES AND GENERAL PROVISIONS-MISCELLANEOUS

1. Effective Dates
The adult (Title XX) and family (Title XXI) programs (except payments to

the "working poor") would become effective July 1, 1972.
The "working poor" segment of Title XXI would become effective January 1,

1973.
The amendments relating to child care would become effective upon enact-

ment of the Act.
2. Prohibition Against Participation in the Food Stamp Program

Persons and families determined eligible for Titles XX or XXI would not be
eligible to participate in the Food Stamp program.

If the Secretary so elected, the Federal agency administering Titles XX and
XXI could adftinister the Food Stamp program as well.

While these amendments would become effective July 1, 1972, the Secretary
could postpone the effective date for up to 30 days for persons becoming
(newly) eligible for Titles XX and XXI (in order to avoid interruption of their
income).
3. Limitation on Fiscal Liability of States for Optional State Supplementation

If a state had an agreement with the Secretary under which the latter admin-
istered the State Supplementation program, the state would be guaranteed that
its supplementation for Titles XX and XXI (for any year) would not exceed the
state share of expenditures for OAA. AB, DA and AFDC during calendar 1971.

The guaranteed limit (calendar 1971 expenditures) would be defined as the
difference between-

(a) The total expenditures for assistance under such plans, excluding ex-
penditures for emergency assistance, AFDC-FC, home repairs (Section 1119),
and expenditures for ICF patients; and

(b) The Federal share -for OAA, AB, DA and AFDC.
,Supplementation expenditures subject to the guarantee would be limited to

expenditures for those persons (1) required to be included in a supplementation
agreement (payments to the "working poor" and AFDC-E would not be subject
as supplementation to these families would be optional) and (2) who would have
been eligible, if they had met the income test, for payments under the state plan
In effect for January 1971.

The guarantee would only apply to the "adjusted payment level In the state".
This -term would mean the payment (level) a person or family (with no In-

come) would have received under the state plan in effect January 1, 1971; except
that the state could increase its payment level by the bonus value of food stamps
(In the state In January 1971). (For purposes of determining the amount of food
stamp bonus, it would be assumed that the Individual---or family-would have
had Income equal to the state's payment level in January 1971. The total face
value and cost of the coupons would be determined in accordance with the rules
of the Secretary of Agriculture in effect In January 1971.)
4. Determination of Medioad Eligibility

,State could enter into agreements under which the Secretaries of HEW and/or
Labor would determine eligibility for Title XIX. States would be required to pay,
half of the costs necessary to carry out the agreement. In computing the costs,
for persons eligible under Title XX or part A or B of Title XXI, only those costs
which -would be additional ,to the costs Incurred under Titles XX or part A or B
of Title XXI would be Included.
-5. Transitional Administrative Provisions

In order for a state to be eligible for Federal payments under Titles IV, V#
XVI and XIX, a state would berequired to enter into agreements with the Secre-
tarles of HIDW and Labor whereby the state would administer Titles XX and
XXI during all or part of fiscal year 1973. However, states would not administer
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the manpower service program, child care provisions of this Act or the part of
the program for the "working poor."

6. (hild Care Services for ARDO Reoipkents During Transitional Period
Until June 30, 1972, the -Secretary of HEW could provide child care services to

families would be eligible for services under Title IV-A and who would need
child care services for employment or participation in WIN, under the provisions
of Title XXI, Part B (PAP program).

PART A-EFFECTIVE DATES AND GENERAL PROVISIONS---COMMENTS---MISCELLANEOUS

2. Prohibition Against Participation in the Food Stamp Program----
The Bill indicates that persons determined eligible for Titles XX or XXI

would be ineligible for food stamps. Thus, presumably, persons and families
eligible but not applying, 'for'-receiving such benefits would not 'be eligible for
food stamps.

Amendments to the Food Siamp Act would also provide that If the Secretary
elected, the Federal agency administering Title XX or XXI could administer the
Food Stamp -program. There is no indication of the conditions under which the
Secretary would so elect. If he so decided, presumably the administrative costs
would be carried by the Department of Agriculture and the Department of HEW.
8. Limitation o~n Fiscal Liability of States for Optional State Supplementation

The concept of this "hold harmless" -provi ton is simple enough: state expendi-
tures, up to its January 1971 standards (adjusted to include an alowance for the
food stamp'bonus) would be limited to the state share of expenditures (for per-
sons in the equivalent programs) during Calendar 1971. However, several of the
provisions in this seetion are confusing or misleading.

The supplementation subject to the guarantee would not include expenditures
for (1) fh'mi'es (or persons) not required by the Bill to-be included in the agree-
ment (with the Secretnry) for suplementation. Section 2156 (supplementation
to finilies.) indicntes that if the Secretary administers the nrogrnm. psvments
would he made to all families In the state who were receiving benefits under Title
XXT. "except that the State may. at its option, exclude -" (a)' "working poor"
families and (b) AFDC-E families. Thus. If a state provided supplementation
it would not need to provide supplementation to these latter families; therefore,
the supplementation not being required, It would not be subject to the guarantee.

(2) In addition, supplementation to persons and families who "would have
been ineligible (for reasons other than Income) for payments under the appro-
priate approved state plan as in effect for January 1971" would not be subject to-
the guarantee. While all of the Implications of this provision are not clear, It
would certainly mean that some of the expendittres for cases receiving supple-
mentation would not be subject to the limitation. For example. the new definition
of disability assistance would result In additional cases (who would not have
been eligible in January 1971) : the provision for a "trial work period" would
result in persons no longer disabled being eligible for assistance (for nine
months) : the new earnings exemptions would create newly eligible cases. Under
this provision, supplementation to these cases would presumably not be subject to
the guarantee.

Many more AFDO-R cases would be eligible under HR 1 than are now eligible
because earnings would be subject to the earnings exemption at time of applica-
tion. Treating child care expenses as a work expense would also add cases. It Is
not clear, under this provision, If expenditures for these cases would he subject
to the limitation or not (families to he excluded, would need to be ineligible "for
reasons other than income"). Nevertheless, it is apparent that separate eligi-
bility determinations, one under the supplementation regulations and one under
the regulations i effect January 1971, would be required to conform with this
provision.

The amount of expenditures. subject to limitation, would be limited to pay-
ments under the January 1971 standards. adjusted for the bonus value of the food
stamps. It Is stated in the Bill that the January 1971 standards would "mean the
amount of money payment which an Individual or family (of a given size) with
no other income would have received . . . for January 1971." In Washington,
standards varied by age and sex in January 1971." Unless averages were accept-
able, the administrative problems that would be occasioned by this provision
would be enormous,
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To determine the bonus value of food stamps, it Is indicated that the January
1971 standards would be assumed to equal the income of a family and that the
food stamp regulations then in effect would be used to determine the value of the
bonus. To comply with this provision literally, a case by case review of the Janu-
ary 1971 caseload would be required. The food stamp regulations (then and now)
included "hardship provisions" which, for some families, considerably increased
the value of the food stamp bonus. However, in order to determine the bonus, a
family's actual rental and utility payments, as well as certain other items, would
need to be known. Unless the bonus' value were determined (by family size) as
the minimum possible bonus value, many complications would arise.

The Bill also provides that such limitation would be defined as the total assist-
ance expenditures under Titles I (OAA), IV-A (AFDC), X (AB) and XIV (DA)
but excluding expenditures for emergency assistance, household repairs,
AFDC-FC and ICF patients, minus the payments to the states "determined
under sections 3, 403, 1003, 1403 and 1603 of the Social Security Act... for s ic
state with respect to such expenditures in such quarters." Presumably, the
phrase "with respect to such expenditures" would mean that the amounts (Fed-
eral share) subtracted from the total would include only those items in the total
(the total excludes emergency assistance, AFDC-FC. etc.; however, in deter-
mining Federal share, no reference, other than the phrase "with respect to such
expenditures" is included).

Finally, the amount of limitation includes state (share) expenditures for the
AFDC-E program. However, as already indicated, supplementation expenditures
for these families are not subject to the limitation, an obvious inequity.
.. Determination of Medicaid Eligibility

In the Act it is indicated that the Secretary of HEW or Labor could enter Into
an agreement with a state under which lie would determine eligibility, for any or
all cases under a state's plan, for Title XIX. Any such agreement would provide
"for payment by the state, for use by the Secretary in carrying out the agreement,
of an amount equal to one-half of the cost of carrying out the agreement, but In
computing such cost with respect to individuals eligible for benefits under Title
XX or under Part A or B of Title XXI the Secretary shall include only those costs
which are additional to the costs incurred In carrying out such title or such part."

It would appear, from this section, that the state share, under an agreement------
for determining Medicaid eligibilty, would be one-half of the costs incurred for
such eligibility determnations. It s not clear, however, if the costs of all eligi-
bility determnations for Title XIX would be shared by the Federal and state
governments, or if some costs would be entirely state share. State Supplementa-
tion to families would be provded under part C of Title XXI. (It is true that the
amount of benefits for persons eligible for FQderal benefits under parts A and B
would also be determined on the basis of part C, however). Thus, It may be that
families eligible for only supplementation-and not Federal benefits-would not
be Included In the sharing arrangement. 'This would seem unlikely, however, since
some adults would be eligible for only supplementaton but would clearly be
Included in the sharing arrangement since such supplementation would be pro-
vided under Title XX (and would be included in the sharing arrangements).

Such a seemingly minor problem takes on major implicatons when the Com-
mittee report is considered. In that report it is stated that "A state, under such
agreement, must pay one half the cost of carrying out the agreement with respect
to individuals who are not eligible for benefits under the new title XX or XXI;
with respect to individuals eligible for benefits under parts A and B of Title
XXI and under Title XX, it would pay only those costs which are additional to
carrying out such parts and such title." It is difficult to consider such a statement
as a literal Interpretation of this section of the Act. Far more important is a
Committee statement on the intent of the Act.

The report includes the following section:
"14. Determinations of medicaid eUgibility

"Your committee's bill would permit the Secretary of Health, Education, and
Welfare to enter into an agreement with a state under which the Secretary would
determine eligibility for medicaid. The agreement could include determinations
for the medically indigent as well as for those eligible for payments under the
Opportunities for Families program, Family Assistance Plan and Assistance
for the Aged, Blind and Disabled. The state would be required to pay 50 percent
of the additional administrative costs incurred by the Federal government in
carrying out the agreement.
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"This provision would facilitate a State's election to turn ovre [sic] assistance
programs to Federal administration and thereby reduce overall administrative
costs. If there is Federal administration of payment programs under this bill
without Federal administration of medicaid eligibility a state agency would then
be required to duplicate much of the eligibility work already being carried on by
the Federal agency. As a result, administrative costs would be high and the hene-
ficiary would be inconvenienced by having to make two applications at two
different offices.

"Under present law, states are required to cover under medicaid all people
eligible for cash assistance payments. If this provision were carried orer into the
new assistance programs, many thousands of additional people, the great major-
ity of whom would be people made newly eligible for assistance to the aged,
blind, and disabled, would be required to be covered under medicaid. In view of
the serious financial and many other problems of many state medicaid programs,
your committee decided not to requre the states to cover the newly eligible but
rather leave the decision up to each individual state. Your committee's bill would,
therefore, provide that despite any other requirements of Title XIX, no .state
shall be required to provide medicaid coverage to any indvidual or family mem-
ber in any month where such person would not have been eligible for such assist.
ance under the state plan in effect on January 1, 1971."

Certainly, such a statement, as included in the latter half of the Committoe's
report cannot be inferred from this section of the Act (or. at this time. any other
section of the Act). At this date, it has not been determined whicl families and
adults could be eligible for Title XIX, but no section of the Act providing for
such exclusions as indicated in the Committee's statement has been discovered.
At best, it would appear, at this date that the "working poor" would not be cov-
ered by Title XIX. However, no other exclusions have, as yet, been determined
to be contained in the Act.
5. Transitional Administrative Provision.

While states would be required to administer these programs. the Bill does not
indicate who would be responsible for the costs of administration. Presumably
these would all be Federal costs.
6. Child Care Services for AFDC Recipients During Transitiomal Period

While the Act is somewhat confusing on this point, it would appear that by
providing child care under this provision, the entire cost of such care would be
met by Federal payments. However, the provision for child care in Title IV-A
would still be in effect (with state child care costs of 25 percent). When care
would be provided under Title IV-A and when it would be provided under this
provision is not indicated.

PART B-NEW SOCIAL SERVICE PROVISION--MISCELLANEOUS

Under the Act, Titles IV-A and XVI would become the legal basis for pro-
viding social services to families and adults, respectively.

1. Services to Needy Families
Services would be defined to include any of the following:
1. Family planning services, including medical services;
2. Child care services required because of the employment, training, or illness

or incapacity of the child's parent or other relative caring for him:
3. Services to unmarried girls who were pregnant or already had children,

for the purpose of arranging for prenatal and postnatal care of the mother and
child, developing appropriate living arrangements for the child, and assisting
the mother to complete school through the secondary level or secure training
so that she could become self-sufficient;

4. Protective services for children who were (or were in danger of) being
abused, neglected, or exploited;

5. Homemaker services when the usual homemaker became ill or incapacitated
or was otherwise unable to care for the children in the family and services to
educate appropriate family members about household nnd related financial
management and matters pertaining to consumer protection;

0. Nutrition services;
7. Services to assist needy families with children to deal with problems of

locating suitable housing arrangements and other problems of inadequate hous-
Ing, and to educate them in practices of home management and maintenance;
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8. Educational services, including assisting appropriate family members in
securing available adult basic education;

9. Emergency services made avaible in connection with a crisis or urgent need
of the family;

10. Services to assist appropriate family members to engage in training of
secure or retain employment;

11. Services to assist individuals to meet problems resulting form drug abuse
or alcohol abuse; and

12. Information and referral services for individuals in need of services from
other agencies (such as the health, education, or vocational rehabilitation agency,
or private social agencies) and follow-up activities to assure that individuals
referred to and eligible for such services from other agencies received such
services.
2. Services for the Aged, Blind, or Disabled

Services would be defined to include any of the following:
1. Protective services for individuals who were (or were in danger of) being

abused, neglected, or exploited ;
2. Ilomemaker services, including education in household and related finan-

cial management and matters of consumer protection, and services to assist aged,
blind or disabled individuals to remain in or return to their own homes or other
residential situations and to avoid institutionalization or to assist in making
appropriate living arrangements in the lowest cost in light of the care needed;

3. Nutrition services, including the provision, in appropriate cases, of ade-
quate meals, and education in matters of nutrition and the preparation of foods;

4. Services to assist individuals to deal with problems of locating suitable
housing arrangements and other problems of inadequate housing, and to educate
them in practices of home maintenance and management;

5. Emergency services made available in connection with a crisis or urgent
need of an individual;

0. Services, including child care in appropriate cases, to assist individuals to
engage in training or secure or retain emniloyment;

7. Services to assist individuals to meet problems resulting from drug abuse
or alcohol abuse; and

8. Information and referral services for individuals in need of services from
other agencies (such, am the health, education, or vocational rehabilitation agency,
or private social agencies) and follow-up activities to assure that individuals re-
ferred to and eligible for available services from such other agencies received
such services.
8. Authorization and Allotment of Appropriations for Services

Appropriations for services to families and adults (for services other than
family planning and child care services) would be limited to $800,000,000 for
fiscal 1973, and to such sums as Congress might specify thereafter.

The amounts appropriated would be distributed as follows:
(a) From the sums appropriated, each state would receive the proportion

of the amount appropriated equal to (1) the Federal share of expenditures in
the state in the preceding fiscal year for services under Titles I, X, XIV, XVI
and part A of IV (excluding child care and family planning services) and for
training under these titles, divided by (2) the total Federal share in all states.
However, the appropriation could not exceed the Federal share of expenditures in
the state in the preceding fiscal year. (All sums in this section exclude sums
reallotted to a state; see (d).)

(b) From any sums remaining (not to exceed $50,000,000), each state that
had a "service deficit" would receive the proportion of the appropriation equal to
(1) the "deficit" in the state divided by (2) the total "service deficits" of all
states having deficits.

A "service deficit" would mean the amount by which the "average service
expenditure" per recipient of Title XX and XXI in a state was less than the
average of the expenditures for training and services (under Titles I, X, XIV,
XVI, and part A of Title IV in all states (other than child care and family
planning services under such part), multiplied by the number of recipients of
such benefits in a state.

"Average service expenditure" would mean (1) the Federal share of expendi-
tures in a state for the preceding fiscal year excludingg any amounts reallotted-
see "d") for training and services under Titles I, X, XIV, XVI and part A of
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Title IV (other than child care and family planning services under such part)
divided by (2) the number of individuals in the state receiving benefits under
Titles XX and XXI,

(o) From any sums remaining, each state would receive a proportion equal to
(1) the number of persons receiving benefits under Titles XX and XXI in tile
state divided by (2) the total number of such persons in the nation.

(d) Any allotment which the Secretary determined would not be required
by a state would be reallotted to other states.
4. Adoption and Foster Care Services Under Child Welfare Services Program

The Act would define "foster care services" as:
(a) Payments for foster care (including medical care not available under the

state's plan approved under Title XIX or under any other health program within
the state) of a child for whom a public agency had responsibility, made to any
agency, institution, or person providing such care, but only if such foster care
met standards prescribed by the Secretary, and

(b) Services and administrative activities related to the foster care of chil-
dren, such as finding, evaluating, and licensing foster homes and institutions,
supervising children in foster homes and institutions, and providing services
to enable a child to remain in or return to his own lome.

The Act would define the term "adoption services" as:
(a) Services and administrative activities related to adoptions, including

activities related to judicial proceedings, determinations of the amoun-ts of the
payments described in subparagraph (b), location of homes, and all activities
related to placement, adoption, and post-adoption services, with respect to any
child, and

(b) Payments (subject to such limitations as the Secretary may by regula-
tion prescribe) to a person or persons adopting a child who was physically or

mentally handicapped and who, for that reason, might be difficult to l)laee for
adoption, based on the financial ability of such person or persons to meet the
medical afid other remedial needs of such child.

For any eligible state, Federal matching for foster care and adoption services
would be at 75 percent, subject to the amount allotted to the state.

In addition to the amounts currently allotted for Child Welfare Services. the
following additional amounts would be appropriated for foster care and adoption
services :
Fiscal year:

1972 ------------------------------------------------ $150. 000, 000
1973 -------------------------------------------- 15, 000, 000
1974 -------------------------------------------- 10, 000,000
1975 -------------------------------------------- 200,000.000
1976 -------------------------------------------- 220,000,000

Each state would be allotted an amount based upon the proportion of children
in the state under age 21 (to the total in the United States).

PART B-NEW SOCIAL SERVICE PROVISIONS-COMMENTS

1. Rervices to Needy Families
Under its plan, a state would be required to provide services to recipients of

Title XXI (excluding the "working poor") and to families who would have been
eliztble for AFDC under state plan prior to enactment of HR 1.

Within the limits of the appropriation to a state, the Federal matching share
for services and training would be 75 percent. Remaining expenditures would be
matched at 50 percent.

The AFDC-FO program would remain in effect and matching would be at the
rate of % of the first $18 plus 50 percent of the remainder up to $100, based on
the average expenditure per child. (It would appear that expenditures for
AFDC-FC would be limited by the speatfied appropriation for services-however,
this is uncertain.)

EWmergency assistance would continue to be available and matched at a rate
of 150 percent.
0. ferioes for thg Aged, Blind, or Disabled

As in the case of services to needy families, within the limits of the appropria-
tion, the cost of services and training would be matched at 75 percent while
other expenditures would be matched at 50 percent.
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PART O-PUBLIO ASSISTANCE AMENDMENTS EPPECTIVE IMMEDIATELY

The following AmedWents to the Social Security Act would be effective upon
enactment:
1. Additional Remedies for State Noncompliance

If the Secretary determined that the state failed in a substantial number of
cases (a) to make payments as required by Titles I, X, XIV, XVI or XIX or
part A of Title IV or (b) to make payments in the amount required under the
state plan, he could require the state to make retroactive payments to all persons
affected by such failure. Such payments would not be required with respect to
any period prior to the date of enactment of HR 1.

If the Secretary found that there was a "failure to comply substantially" with
any provision of the state plan, the Secretary could prescribe such methods of
administration as he found appropriate to correct such administrative noncom-
pliance. Upon obtaining satisfactory assurance that appropriate methods would
be undertaken (including a time table for implementation), he could continue
to make payments, rather than withholding such payments.

If he had "reason to believe" that a state plan no longer complied with require-
ments or that there was a failure to comply substantially, he could request the
Attorney General to brfnisuit to-enforce such requirements.
2. Statewideness Not Required for Services

The Secretary could make exception to the requirement that social service plans
must be in effect in all political subdivisions of the state.
3. Optional Modification in Disregarding Earned Income

For AFDC cases, the state, rather than operate under Its current earned income
exemptions, could implement new earnings exemptions. These would include (1)
no work related expenses, other than child care, would be disregarded and the
first $60 of earned income plus 'Y of the remainder would be disregarded or
(2) the total amount of earned income to be disregarded plus child care expenses
could not exceed $2,000 per year plus $200 for each additional family member in
excess of four, up to a maximum of $3,000.
4. Individual Programs for Family Services Not Required

Upon enactment, but by no later than July 1, 1972, states would be required
to modify their plan to eliminate the requirement that a separate service pro-
gram be developed for each child and relative receiving AFDO.
6. Enforcement of Support Orders Against Certain Spouses of Parents of De-

pendent Children
States would be required to implement a plan to secure support for a parent

who had been abandoned or deserted by his or her spouse. (Efforts would in-
clude obtaining or enforcing court orders for support through use of reciprocal
arrangements with other states.)
6. Separation of Sooial Services and Cash Assistance Payments

States would be required to submit proposals under which staff providing social
services would be located in organizational units separate from assistance pay-
ment units, up to the administrative level prescribed by the Secretary.
7. Increased Reimbursement for Costs of Establishing Paternity and Securing

Support From Parents
Federal matching would be increased to 75 percent for the following services:
(a) Establishing paternity in the case of children born out of wedlock, secur-

Ing support for any child receiving assistance who had be~n deserted or aban-
doned by his parent and securing support for such parent who had been deserted
or abandoned by his or her spouse;

(b) Entering into cooperative arrangements with appropriate courts and law
officials to carry out these requirements;

(o) Reporting of information to the Secretary to locate a parent of a de-
pendent child receiving aid against whom a support order had been issued but
who was not making payments in compliance with the order;

(4) And locating and securing compliance by a parent residing in the state
against whom a petition had been filed in, and a court order issued by, another
state for the support and maintenance of such a child.
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8. Reduction of Required State Share Under Existing Work Incentive Program
The required portion of the state share expenses for the WIN program would

be reduced from 20 percent to 10 percent.

PART O-PUBLIC ASSISTANCE AMENDMENTS EFFECTIVE IMMEDIATELY-COMMENTS

8. Optional Modification in Disregarding Earned Income
The exemptions are essentially those contained in Title XXI. However, the

$2,000 limitation is considerably more restrictive than the Title XXI exemption.
The latter limits child care expenses, irregular (earned and unearned) income
and earned income of students -to $2,000. This provision would limit all earnings
exemptions and child care expenses to $2,000.

States could implement either or both provisions.
6. Separation of Social Services and Cas& Assistance Payments

This 'would, in effect, be a "tooling up" for implementation of Titles XX and
Xxr. It is not clear if the separate location would be only organization or if it
would require a physical separation as well.
8. Reduction of Required State Share Under Enisting Work Incentive Program

Presumably this would have little fiscal effect as Washington is currently meet-
ing this requirement through use of "in kind" expenditures.

ADDENDUM

State Supplemental Payments During Transitional Period:
When the House of Representatives passed HR 1, the Act was amended to add

See. 509, State Supplemental Payments During Transitional Period.
This Amendment would require that states, If they were to be eligible for Fed-

eral matching under Titles I-V, V, XVI or XIX of the Social Security Act, after
June 30, 1972, must:

(a) Have entered into an agreement with the Secretary of HEW. (It would
be required that such an agreement either specify the supplementation levels or
that the supplementation program be Federally administered) or

(b) Have taken "affirmative action to the contrary [i.e., not to implement a
supplemental program] on the basis of legislation (other than legislation which
prevents the State from entering into such agreements)" or

(c) Be making supplementation payments to adults and families eligible un-
der Titles XX and XXI. It would be required that such supplementation be a
level at least equal to (1) the state standards in effect in June 1971 or "if the
State by affirmative action modifies such plan after June 1971 and before July
1972" such standards in effect in June 1972 plus (2) "the bonus value of the food
stamps which were provided (or were available) to such Individual or family
under the Food Stamp Act."

COMMENTS

It is indicated in the Congressional Record that the intent of this provision is
to insure that "recipients on the rolls in June 1972, would not face an unintended
reduction in benefits resulting from Congressional action, yet States would con-
tinue to be free to set whatever levels of supplementation are desired. . ..

It is also indicated that "the amendment is intended to deal with the situation
where a State has not been able to enact enabling legislation or take other af-
firmative action, which sets the amount of supplementation of Federal benefits,
or provides no such supplementation."

It is unclear from the Act or the Congressional Record if It would require state
legislation not to implement a supplementation program. However, such a ques-
tion, in practice, may be academic. It would appear, because of the fiscal impact,
that a state must have a "hold harmless" provision in operation, and to do this
the state must have an agreement with the Secret4ry under which the Secretary
would administer the supplementation program, Thus, the practical effect of this
amendment would be to increase the pressure on the states to enter into an
agreement. (If a state did not reach such an agreement it could "save" its Titles
IV, V, XVI and XIX matching by implementing a supplementation program
meeting the requirements of this amendment, but such supplementation would
not be subject to the "hold harmless" provision. Moreover If it provided for a
supplementation program without an agreement on supplementation, Federal
benefits would be reduced by an amount equal to the supplementation.)
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In this amendment, as In other sections. of the Act, It is indicated that the
bonus value of food stamps (for purposes of supplementation levels) would be
the amount of the bonus "provided (or were available) to such individual or
family . . ." (emphasis added). It would appear that whatever the allowance
for food stamps might be, they must include allowances for hardship deductions,
since these would be available to many individuals and families.

in the final line of this amendment, references have been made to sections
Identifying excludable income--Sections 2013(b) (4) and 2154(b) (5). Either
these sections are incorrectly identified and would correctly read 2012 (b) (4) and
2153(b) (5)) or additional amendment(s) were mide by the House of Repre-
sentatives before it passed HR 1.

FISCAL RELIEF FOR STATES AS PROPOSED BY SENATOR PERCY, AND COMMENTS ON
SENATOR LONG'S PROPOSAL FOR FISCAL RELIEF

A. SUMMARY

Senator Percy's proposal to provide fiscal relief to the states would be in the
form of an amendment to HR 1. It would be effective July 1971 (fiscal 1972).
Additional Federal payments would be made to the states for the costs incurred
by the states (state share) that exceeded the states' fiscal 1971 costs for OAA,
A3, APDC and DA. (Actual state shares, for each program, would be determined
quarterly and would be compared with the average, quarterly state share for
fiscal 1971.) However, the additional Federal payments could not exceed twenty
percent of the states' (quarterly) fiscal 1971 state share for any program for
any quarter.

Costs incurred by the states for changes In their state plans subsequent to
June 30, 1971 would not be counted in determining the amount of additional
Federal payment.

No additional Federal payment would be made if both of two conditions were
met: (1) the state standards were reduced below the standards in effect June 30,
1971 and (2) the state expenditures (for any quarter) were less than 150 percent
of the state's expenditures for the quarter ending June 30, 1971.

B. COMMENTS

1. This measure would be In the form of an amendment to HR 1. Considering
the difficulties HR 1 (and Its predecessors) have encountered and the immediate
fiscal need of the states, It would apear advantageous to have any fiscal relief
measure introduced as a separate bill (or amended to a bill that has immediate
likelihood of passage).

2. In Senator Percy's bill it Is indicated that HR 1 would be amended as
follows: "Title XI of the Social Security Act (as amended by Section 221(a),
241, 505, 542(10) and 512 of this Act) is further amended by adding at the end
thereof the following new Section :". Section 512 of HR 1 is the Section providing
for the $800 million limitation on social services. In the event- Senator Percy's
amendment Is supported by the State, It would seem most appropriate to eliminate
pny reference to Section 512.

3. The amendment would provide that expenditures resulting from changes
In the State plan subsequent to June 30, 1971 would not be subject to additional
Federal matching.

Since Washington State plans to implement increases In standards February 1,
1972. the effect of this provision is obvious; in addition, it is Inequitable insofar
as the increases that will become effective will, n effect, tend to offset the max-
mum grant limitations implemented In April 1971. It is also inequitable to this
and other states insofar as Federal requirements have and will presumably
continue to require chajiges In State plans (generally requiring additional State
expenditures , e.g., fair hearing requirements.

Presumably most states are in a continual process of changing their state plans,
(if for no other reason because of requirements imposed by the Department of
Health, Education and Welfare). These continuing changes will result in con-
siderable administrative difficulty in determining what expenditures would have
beenI Incurred If such changes had not occurred.

4. State share expenditures as defined in the Percy amendment would be total
expenditures (for each program) for OAA, AB, DA and AFDC minus the Federal
share os determined under Sections 3, 1003, 1403 (1603) and 403 of the Social
Security Act.
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Washington State and many other states claim Federal matching under Sec-
tion 1118 of the Act since under certain conditions this alternative provides addi-
tional Federal matching. Changes should be made to the proposal to allow for
this contingency.

0. FISCAL IMPACT

If the amendment offered by Senator Percy were enacted into law, Washington
State would receive an estimated $11,177,161 in additional Federal funds during
the 1971-73 biennium of which $3,524,085 would be received for fiscal 1972. (In
the Department of Health, Education and Welfare's estimate it was indicated
that the fiscal 1972 savings to the State of Washington would be $1.1 million.
Those estimates were based on allotment data and thus did not reflect the changes
that have been occurring in the General Assistance and Disability Assistance
programs. In fact, expenditures are increasing in the DA program at such a rate
that the 120 percent limitation in the amendment would be in effect by the second
quarter of fiscal 1972. In addition, the Department of HEW's estimates were based
on annual figures; in situations in which expenditures are increasing or fluctuate
seasonally, annual data tend to obscure the actual effects. In Washington, for
example, there would be no impact in the AFDC programs during the first two
quarters of fiscal 1972 but there would be a savings of about $1.4 million during
the last two quarters. If only annual totals were used to estimate the effects, the
savings would be about $0.3 million.)

D. SENATOR LONG'S PROPOSALS

Senator Long has also proposed that fiscal relief be made available to the
states and has suggested that this could be accomplished through additional
Federal payments of $75 Wer recipient. It Is indicated that this proposal would
cost about the same as Senator Percy's proposal, i.e., $1.0 billion. (Apparently
Senator Percy's proposal would cost $1.0 billion for the 1971-73 biennium as the
Department of Health, Education and Welfare's estimate of fiscal 1972 costs are
indicated to be $515 million.)

It is unclear if under Senator Long's proposal $75 would be paid for each case
or each person receiving assistance under the Fedeeral titles (presumably,
whether case or person, the counts would refer to the annual average counts).
The Federal definition of recipient is equivalent to the State's definition of a
case in the adult programs and a person In the AFDC program; however, it Is
questionable If this Is the meaning Senator Long intends as the, estimated cost of
his proposed program using these definitions should be about $1.0 billion anmally;
if Washington State's definition of a case were used In Senator Long's proposal,
the cost of the proposal would be closer to $0.5 billion annually.

If Federal relief was provided at a fate of $75 per case (Washington State
definition) the estimated additional Federal funds that would be available to
Washington during the 1971-73 biennium would be $14.0 million.

It is apparent that Senator Long's proposal would be superior to Senator
Percy's In one respect; the administrative complexities Involved In determining
what would have been expended under the state plan in effect in June 1971, re-
quired by Senator Percy's proposal, would be obviated under Senator Long's
proposal.

Senator TALMADGE. Mr. Chairman, Governor Jimmy Carter of
Georgia was scheduled to testify before the committee this morning
but, because the Georgia General Assembly is in session, he could not
come to Washington. He did send the I onorable Jim Parham, the
director of the Georgia Department of Family and Children's Serv-
ices but he had to return to Georgia this afternoon and was, therefore,
unable to testify.

I ask unanimous consent that the statement of Governor Jimmy
Carter be inserted in the record at this point.

The CHAIRMAN. That will be done and, if I may, I will also insert
the statement of Governor Egan of Alaska, which he submitted to
this committee. The same situation exists. He was scheduled, but was
unable to appear here today.
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(The statements referred to follow. Hearing continues on p. 2007.)

STATEMENT OF HON. JIMMY CARTER, GOVERNOR OF THE STATE OF GEORGIA

SUMMARY OUTLINE
1. General policy statement.
2. Need for state fiscal relief.
S. Endorsement federalization of income maintenance.
4. Need for assistance to working poor.
5. Support from absent fathers.
6. Reorder priorities in Opportunity for Families Program.
7. Suggested state role regarding social services.
8. Eligibility criteria-timing.
9. Need for coverage of childless couples and single individuals.
10. Ways of coordinating State and Federal actions.
11. Medicaid provisions.
12. Retain state "stake" in job training activities.

Gentlemen, my position on welfare Is simple and direct: First, for those who
cannot be expected to support themselves, we should provide adequate stipends
in the most fair and dignified way possible, and we should supply services to
relieve their social and emotional distress as needed. Second, for those who can
and should work. we should offer job placement, training, and social services
to remove obstacles to self-support. In many respects, the present federal-state
system is inadequate to reach these goals. For this reason, I am here to support
welfare reform and the general aims of H.R. 1.

The first and most practical difficulty for Governors is the rapidly escalating
costs. During calendar 1971, the first year of my administration, we slowed case-
load growth and Medicaid cost, rises by tightening eligibility procedures and re-
view of medical vendor payments, but my recommendations to the Legislature for
FY '73 for public assistance and Medicaid still total $133.3 million in State
funds-16% above FY '72 and 257% greater than for FY '68. This five-year rise
is better understood when compared to the rise in the total State budget of
only 67%.

Our current maximum grant levels, $91 per month for the aged, blind, and
disabled and $149 per month for a mother with three children, are admittedly
low, but it is plainly beyond our means to improve our grant levels or extend our
coverage. The way federal matching formulas are devised, any further rise in
our monthly stipends would have to come almost entirely from State funds.

A second source of constant criticism is the unfairness of the current system
in certain particulars. For example, it gives the benefit of earnings disregards
to those already on the rolls and denies it to next-door neighbors working at
similar Jobs. It helps the State to provide for the permanently and totally dis-
abled individual but grants nothing to assist the temporarily and partially
disabled. It helps care for 65-year-olds without income but offers nothing for
64-year-olds. It denies help to the child of a low-wage earning fatherwho tries
to take care of his family and tempts the father who would shirk his
responsibilities.

A third perplexing difficulty lies in the sheer complexity of achieving com-
plete self-support status for persons severely damaged by decades of social
discrimination, inadequate schooling, poor health services, bad housing, and
families too large for their means. The techniques and programs to rehabilitate
such persons are still in trial and error developmental stages. The work that
can be secured for such people is frequently unstable and often does not pay a
wage high enough to bring the family out of poverty. The welfare system and
correctional agencies historically have had to deal with this group and have
been unfairly criticized for their failure to make greater advances. I am glad
to see that H.R. 1 will make Vocational Rehabilitation and the Depaitment of
Labor accountable for a greater effort with this group. It seems obvious that
it is too much to hope that private industry will be able to absorb them all. Per-
haps with the help of tax incentives as recently provided at the initiative of
Senator Talmadge, business and industry can employ more, but to offer work
to all, it seems clear that there must be greatly expanded public service employ.
ment opportunities.

With this brief background to express my appreciation of some of the dilemmas
involved, I would like to comment specifically on several portions of H.R. 1. -

72-578-72-pt. 4-25
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FEDERALIZING INCOME MAINTENANCE

First I believe that the income maintenance programs should be federally
funded and federally administered. Economic need is influenced by forces beyond
the control of local and state officials and the response to it must be national
in scope. Only the Federal Government has the authority and taIng resources
to manage a program that should provide equitably for needy people all over the
country. I am in accord with plans to transfer to federal administration the
present assistance programs for the aged, blind, disabled, and families with
dependent children and establish national minimums for such payments. I would
like to note, however, that I strongly believe social service programs in con-
nection with income maintenance should continue to be administered by the
States.

THE WORKING POOR

If the system is to reward the virtue of work and encourage family cohesive-
ness, a way must be found to help the children of the working poor-those indus-
trious people without the skills or education to earn wages high enough to
bring their families out of poverty. They are in the curious position of being
too poor to afford private goods and services and too well off to get them free.

Because of our history, we have a lot of such children in our Region; in
Georgia it is estimated that 55,000 families would benefit from such provisions.
These youngsters, though fortunate to have conscientious parents, are unfortu.
nate in that the accident of their family circumstance leaves them without the
means for nutritious food, adequate clothing, decent shelter, and medical care.
It is discouraging to their parents to see children of non-working families as well
or better off.

I share concerns expressed by members of this Committee about the large
numbers of Americans who would be subsidized under a plan for the working
poor. I appreciate the potential negative effects on wages and on marginal
earners. On the other hand, however, such provisions might have a stabilizing
effect on out-migration from rural areas and reduce pressures on our central
cities. All of us also know that many segments of our society enjoy direct and
indirect subsidies, and that this "working poor" group has been neglected.
Somehow we must find a positive way to help them; otherwise our welfare
system wili continue to be a "dead end" trap.

SECURING SUPPORT FROM ABSENT FATHERS

We applaud provisions to increase the capability of securing support from
absent fathers. A study in our State has shown that support is secured from
absent parents for 10% of the families on AFDC and that this amounts to
approximately $6 to $7 million per year. We are planning the establishment of a
specialized central unit to locate and seek support from such parents. We esti-
mate that amounts currently secured can be tripled or quadrupled. We believe
every opportunity for contributing to the support of their offspring should be
afforded these fathers-voluntarily or through legal action.

RECOMMENDATIONS FROM THE GEORGIA STUDY

Georgia has engaged in a joint study with the U.S. Department of Health,
Education and Welfare on the problems of implementing H.R. 1. The study has
pinpointed many problems. My remaining comments reflect those concerns.

THE OPPORTUNITIES FOR FAMILIES PROGRAM

The Opportunties for Families Program is vital to the goal of moving people
off welfare rolls onto payrolls. Senator Talmadge's amendments expanding the
WIN Program statewide and increasing the federal match should allow substan-
tial progress pending enactment and implementation of H.R. 1.

Our people believe it is unrealistic to give high priority for training to mothers
and pregnant women under 19 years of age. It does not seem reasonable to
enroll pregnant women in training programs when such women will become
ineligible for training when the child is born. Experience with existing programs
has shown that pregnant women are usually unable to successfully complete
training, There are other eligible groups which have higher chances of success.
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We feel priorities should be rearranged as follows:
Priority 1-Recipients who are Job-ready and can be placed immediately

on a job, including those who are Job-ready except for some minor media.
cal problem.

Priority 2-All unemployed heads of households.
Priority 8--Secondary wage-earners of a family. Preference within the

this group should be assigned to all persons over the age of 22 and
those of age 16-22 who have successfully completed high school. (This
ordering of preferences within Priority 3 would be to encourage youths
to return to school.)

In administering the Opportunities for Families Program, we hope the Con.
gress will require the Secretary of Labor to utilize state manpower and social
service resources where they are well organized and prepared to do the job.
Duplicating existing service delivery mechanisms will create waste and com-
petition for scarce personnel.

Georgia exemplifies the way several states have made significant strides in
meeting human needs. For example, the Georgia General Assembly is currently
acting on my request to create a Department of Human Resources which will
combine several helping systems and deal more effectively w4th our people's
needs. Also, we are seeking to establish a comprehensive child development
program to serve nearly 56,000 children at an annual cost of $70 million. We
currently have a very active program for social services in the areas of day care,
family planning work placement and referral, rehabilitation services for prison
inmates, and a host of other needed projects.

The overall level of funding for job training and placement in H.R. 1 is in-
adequate. Based on the level set forth, it is estimated that only 9% of eligible
families will have a member of the family in training during the first year. Even
adding the 200,000 public service jobs projected for the first year increases the
figure to only 13% of the families.

SECTION 2152 AND TIE ACCOUNTING PERIOD

We urge that Section 2152 be amended to replace eligibility determinations
using the past three quarters' earnings with a system based on current need.
By our calculations, a father of two with income of $4,200 over the past year
who suddenly found himself without employment would be ineligible for any
assistance for a period of three months. Since many such workers are uncovered
by Unemployment Insurance, the only recourse would be to fall back on local
and state governments for general assistance.

CHILDLESS COUPLES AND SINGLE PERSONS

Consideration should be given to including needy childless couples and single
persons for aid under H.R. 1. In many instances, this group has high potential
for training and job placement since the obstacles inherent to a family with
children are absent. In addition, excluding these groups from eligibility may
encourage childbearing. For example, -a childless couple with no income is in-
eligible, but -by having one child, they would be entitled to $2000 per year.

COORDINATION OF PAYMENTS AND SERVICES

Under the welfare reform proposal, the Federal agencies will have the respon-
sibility for making money payments and the State agencies will be responsible for
delivering social services. These services, including child care, family planning,
counseling, homemaker and home health aids, consumer education, and other
assistance, will be jointly financed. At least three specific actions are necessary
to assure effective coordination. These include: (1) information exchange; (2)
cooperation in establishing service districts and office locations; and (3) adequate
funding for needed services.

With regard to Information exchange, the Act Should specifically allow HEW
to furnish to the state social service agencies a listing of recipients of benefit pay-
ments in order for the state agency to be sure they are offered social services.

The legislation should further provide that HEW must consult with Governors
prior to establishing substate regions and locations. Unless the federal adminis-
trative areas and local offices mesh with the state social service system, the
poor and needy will be faced with a confusing maze of administrative hierarchies.
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Finally, unless adequate funding levels are made available, the States will not
be able to afford the continued development of effective 'social service systems.
I urge you to continue the present policy of "open ended" appropriations for
social services under Titles IV-A and XVI. The welfare reform legislation
should also provide funding for social service to "former and potential" welfare
recipients, as is the current policy. In this regard, those States which evidence
superior performance in manpower atid social service delivery should be allocated
larger shares of discretionary resources.

PROTECTION OF EXISTING STATE PERSONNEL

As the Federal Government assumes the responsibility for making assistance
payments, its policy should be to fully utilize all State employees involved in this
facet of our present welfare system. Their retirenient rights and other personnel
benefits should be fully protected.

MEDICAID

As I have stated, the rapidly increasing cost of Medicaid is also of urgent
concern to the States. Although we know there are specific exemptions, we are
concerned about the pressure to expand Medicaid to 'those made newly eligible by
the provisions of H.R. 1. We are concerned also about Section 225 which limits
to 105% of the previous year the average per diem costs countable for federal
matching in skilled nursing homes and intermediate care facilities. In Georgia
nursing home costs accounted for 38% of total Medicaid expenditures in FY '71.
Small percentage changes in these large items can make an important difference
to us. Nursing home vendor payments have been low, and we need to improve
quality. The President's recently stated goals on nursing care cannot be reached
if we are limited to a 5% increase.

In closing, I would like to suggest one possble alternative. I believe the States
should administer the services needed in the Opportunities for Families Pro-
gram, but my experience with government suggests that it is hard to get good
results when one government pays for a service and is dependent on another
government to deliver effective programs. When a government does not share the
fiscal burden, its sense of responsibility is diminished. For this reason, it might
be wise to leave the States with a 10% residual responsibility for the task of
maintaining and moving employables from depenudency to self-support. Leave the
federal responsibility at 100% for the aged, blind, disabled, the unemployables,
and the already working poor, but insist that the States keep a stake in effective
employability programs.

I suggest this because I strongly believe that service programs are -best oper.
ated and administered by the state and local governments. However, I doubt
there would be sufficient incentive for good performance unless there remained
some state fiscal participation. States should be guaranteed 90% but a provision
should be included to allow them to earn a higher federal percentage by superior
performance. This would strongly encourage effective coordination of manpower
training, adult basic education, vocational rehabilitation, and social service
resources.

Thank you for this opportunity to present my views.

TESTIMONY OF THE STATE OF ALASKA, SUBMITTED BY HON. WILLIAM A.
HGAN, GOVERNOR

Mr. Chairman, members of tle Senate Finance Committee, HR-1, which is sup-
posed to solve a number of our present income maintenance problems, creates
some new and very serious problems in its own right for Alaska and a number
of her sister states.

In addition, HR-1 does not appear to satisfactorily solve the problems we pres-
ently face. Necessarily, all of these problems should be considered by the com-
mittee.

The issues raised by HR-1 may be categorized as Policy issues, Administiative
issues, and finally, but certainly equally Important as the first two, Fiscal issues.
Each of these Issue areas and their problems is of great concern to the State of
Alaska, because depending on how they are resolved, HR-1 can either truly ac-
complish welfare reform in Alaska, or it can spell disaster for the State and
work unnecessary hardship for its welfare recipients.
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HR-1 is billed as "welfare reform" and is explicitly found desirable as a method'
of providing states with fiscal relief in the report of the House Ways and Means
Committee. The actual effect of HR-1 is far from fiscal relief for Alaska. It may
surprise this Committee to know that if HR-1 is passed in its present form, it
will cost the State of Alaska 21 million dollars a year in addition to its present
total AFDC expenditure. In fiscal year 1971, Alaska distributed $8,226,000. Of
that amount 2,802,000 was Federal dollars and 5,424,000 was State dollars. In
other words, HR-1 would increase state costs 886% or almost four times what
Alaska paid in FY 71.

We have used fiscal year 1971 figures for comparison because calendar year
1971 figures are presently unavailable. We understand that some small adjust-
ment would have to be made to make the comparison of our previous costs t&
the freeze year calendar 1971 precisely accurate. The point is, however, that the
cost of supplementing the working poor over any 12 month period would cost
Alaska $21,000,000 in addition to present expenses.

Why is this true? Why doesn't HR-1 relieve the state of a heavy fiscal
-burden? Why does HR-1 actually increase the State's costs? The first reason.
is that HR-1 fails to recognize the cost of 14'vng differenoes from state to state.
By creating a uniform federal income floor that is a specific dollar amount ap-
plicable nationally instead of an income floor based on purchasing power, HR-I
disregards the fact that a basket of groceries purchased in Washington, D.C.,
has a different cost than that same basket in St. Louis, or Birmingham, or
Seattle, or Anchorage. If the purpose of HR-1 is truly to establish and main-
tain a national minimum standard of living for all Americans, it must be
changed to reflect these different costs.

Since early in the discussion of Welfare reform, the State of Alaska has
consistently encouraged the adoption of a variable income floor based on the
cost of living, providing a parity of purchasing power for this Nation's welfare
recipients.

The inequities of the uniform payment system presently proposed by HR-1,
are not removed by allowing states to make supplemental payments. The pur-
pose of the optional supplemental payment provision according to the House
Committee on Ways and Means is to allow a state to provide "additional assist-
ance" to its poor. Surely, this should have been meant to allow each state the op-
portunity to establish a 'better condition of giving for its citizens. It could not
have logically been meant as a method by -which states could bring the living
conditions of their poor up to those federally funded elsewhere.

There is ample precedent of the Federal Government recognizing the different
cost of living in various parts of this country.

For example, Title 5 of the United States Code, Section 5303, authorizes the
President to adjust payment schedules in areas where the competition of sal-
aries in private industry makes it difficult to hire or retain well qualified in.
dividuals. Scarcity of the specific skill being hired is one cause for the higher
salaries in some areas, but with the mobility of labor the reason is increasingly
the higher cost of living of these areas which private industry is reacting to.

In Title 5 U.S.C. Section 5924 and 5925. the Congress has provided for cost of
living allowances and post differentials. These too, are basically Congress's rec-
ognition that to get personnel, the Federal Government must pay enough to
cover the increased expense of working In certain areas, including Alaska.

Title 5, U.S.C., Section 5941, expressly recognizes the necessity of a cost of
living allowance in addition to base pay for Federal employees stationed out-
side the continental U.S. and those stationed in Alaska. This section provides
for an allowance of up to 25% of base pay. The OFO standard of poverty is ad-
Justed to recognize the great difference in cost of living. For Alaska and Hawaii,
is requires income of 25% and 15% more than in the Lower 48 respectively, to
be above the poverty level.

The Department of Agriculture has recognized the cost of living difference by
providing three schedules for its Food Stamp Program. It provides one for the
Lower 48, and one for Alaska and one for Hawaii.

These statutory provisions for Federal employees are cited as a realistic
recognition by the Congress of the problem of differing costs of living. Certainly,
this recognized cost of living difference affects the buying power, the unemployed,
the sick, the disabled, or the fatherless as well as those who work for the Fed-
eral Government.

With a uniform federal minimum standard of living, rather than a uniform
federal minimum income, we will have attacked a problem, inability to purchase
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n.essities, instead of a symptom, lack of money. The State of Alaska under-
stood this bill's original purpose to be to -remove the inequities in the difference
-amounts of support paid to welfare recipients across our Nation. It appears that
vith the use of a fixed dollar base, what we have done is merely 'shift the in-
equities. HR-1 should be amended to provide a federal minimum standard of
living, a variable lyment based on the cost-of-living.

HR-1 presently allows states at their at their options to enter contracts with
the Federal Government by which the state can sulplement the federal income
floor. In the above comments, expressing Alaska's interest in and support of a
variable minimum income based on the cost of living, I said that this section
of HR-1 should allow states to improve on a basic standard of living in-
stead of make up for cost of living differences. Whatever it should (1do for Alaska
optional supplementing will only allow us to meet present state payment levels.
In states that are presently making tie largest payments to their people, it
will be most necessary to make some optional payment merely to maintain the
level of benefits now provided. .

According to information published by the Delartment of Ilbor and the De-
partment of Health, Education and Welfare, 33 states presently have an aver-
age monthly payment to an incoinele&s family of four of less than $200. These
states would not have to make any supplemental payment to maintain their
current level of support to a family of four.

The states paying more than the proposed Federal maximums will have to
make supplemental payments in order to maintain the status quo.

The theory underlying hR- l's alleged fiscal relief is that its hold harmless
provision will limit state Supplementation expenses to the amount of the non-
federal share spent on programs the state Iarticipated In luring calendar year
1971. The reasoning continues that with rising costs-of welfare, riis freeze will
result in saving states the increased cost of the growing caseload. That mnucl is
true, at least until the end of the five year period for which the bill is proposed.
,After that, of course, everything is uncertain.

The fiscal problem left unsolved by the hold harmless clause is that it does
not protect the state from the increased caseload of the newly eligible. The easy
answer may be that HR-1 does not require the states to supplement this case-
load. Such an answer is, however, inadequate.

In fact there are very persuasive reasons that Alaska will have to supplement
its "working poor", as well as the rest of its caseload.

First, the very purpose of HR-1 is to eliminate the incentive of the poor to
destroy their families in order to receive welfare benefits. Its purpose is to
strengthen the family. If the state supplemented those presently in its programs
and did not supplement the "working poor" there would be on the average $2100
a year incentive to separate.

Second, there is a serious equal protection argument that makes questionable
a state's supplementing at two levels. When the Congress recognizes by statutes
the equal eligibility for hell) of the two kinds of families, It becomes more difi-
cult for a state to make a reasonable distinction between the two.

Therefore, it will be necessary for Alaska to supplement all its AFDC recip-
ients, even if HR-1 does not explicitly say it must.

The best estimate of Alaska's Department of Health and Social Services is
that between 9,000 and 10,000 new families will become eligible under tile "work-
ing poor" provisions. It Is estimated by the Department that the State will need
to supplement these families at about $2100 per family. These figures have
been recognized by the Bureau of Indian Affairs in Alaska as realistic ones.
The regional office of the Department of Health,. Education and Welfare has
recently recognized the validity of Alaska's concerns in this great new category
of the eligible.

What is tile solution to this working poor problem created by BIR-i? There
are several possibilities.

First, the Congress could provide for the Federal Government to bear the cost
of supplementing all this nation's working poor. This solution probably, ulti-
mately, would be the most fair, but it would be in addition, significantly more
expensive than the most frequently discussed alternative.

That alternative is an amendment to HR-1 in the nature of the proposed Met-
calf Amendment, which provided that the Federal Government would bear the
total cost for categorical assistance to American Indians, Eskimos, and Aleuts.
This solution would handle about 85 per cent of the increased cost of sUpple-
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menting the working poor in Alaska. This would resolve most of Alaska's fiscal
objections to HR-1.

An additional consideration for the Congress if it truly wants HR-i to pro-
vide the state's fiscal relief is the method established by the bill for reducing
welfare benefits as the family earns money on the road to self-sufficiency. At
present, the recipient's earnings are counted toward his eligibility for HR-i's
basic federal benefits. This means that the reduction in welfare expense accrues
to the Federal Government rather than the state government. HR-1 should
be amended so that benefit of the recipient's income accrues to the state and
results in a reduction of the supplemental portion of the payment rather than
of the uniform federal payment.

These, then, are our Fiscal problems unmet or created by HR-1: the need for
a recognition of cost of living difference, the cost of supplementing the working
poor, and the use of recipients' income to determine eligibility for federal
payments leaving the state alone with its supplemental burden.

PMLIOY

The Policy Issues raised by HR-1 are of a more general character. They do not
strike Alaska's pocketbook, threatening disastrous consequences if the Bill is
passed without resolving them. Yet, they must be mentioned because in a sense
they go to the heart of the whole philosophy of the Nation's responsibility to
its needy.

HR-1 institutes new eligibility, re-evaluation, and registration for work and
training requirements in the hope of removing the cheaters amd crooks from the
welfare rolls. Much of the discussion of the Bill surrounds these features and
takes a very negative tone toward the present system which is described, by some,
as riddled with the ineligible.

No one can be opposed to the goal of cleaning up what cheating and fraud
there is in the system. The existence of such illegal behavior is destructive of
our goals. Still, it would be better to emphasize the positive effects and purpose
of this Bill: to improve the delivery of income maintenance to our needy and
help them on the road to self-sufficiency.

HR-1 also reflects an attitude that may have grown out of our developing
belief that unemployment and poverty are not to be blamed on the unfortunate
citizen caught in a National Economic Decline or a society that requires training
that is not or has not been available. Many have come to the conclusion that a
human services or income maintenance program must necessarily therefore be
a measure of this Nation's failure. We could not be more wrong. Sure, it is
a measure of society's changing requirements and increasing responsibility,
but that is a measure of our success at creating a society with a high minimum
standard of living, As a civilization develops, it necessarily must provide more
than the basics.

Specific policy choices enunciated by HR-1 that might be better recon-
sidered include: 1) the elimination of the food-stamp program, 2) the require-
ment as of 1974 that mothers with children of 3 years or older register for
work or training and, 3) the continued ineligibility of children who have
parents in college.

The food-stamp program in Alaska has been a good balance between providing
families with freedom to choose what they will spend their money on and
insuring that families receive at least a minimal diet. Making AVDC recipients
ineligible may not be the best policy, even If they are "cashed out."

Providing an opportunity for women with young children to work or get
training should be high-priority for us, and to accomplish that goal, this Nation
must move ahead with child development programs that can provide our young
with an enriched atmosphere during the hours the working mother is not able
to care for her child. But requiring mothers with young children to register
for work or training programs is not good policy. The distinction is that the
less affluent loses the right of the more affluent to choose who shall raise her
child. The Bill should be amended so that it will not require women with children
under 6 years to register for work or training.

And finally, the policy choice that a child who has a parent who is a full-time
college student is not eligible for the benefits aid protections of the family
programs of HR-1 is punishing a child because his parent,; show incentive.
What logic can there be behind a poly that provides an incentive for a person
in college-recelving the training and education required by modern society-
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to slow down his progress toward full employment by taking a partial load
and thereby earning enough to feed his family, or failing that, making his
child eligible. The distinction that HR-1 makes between parents going to col-
lege and parents getting vocational education may violate the equal protection
claim. The recent Supreme Court case of Townsend v. Swank where an Illinois
classification made college students ineligible for extended AFDC benefits but
allowed vocational students to receive them, went off on statutory grounds, the
Court finding the classification invalid under the Supremacy Clause. The Court
did see a serious equal protection problem, and I think it is not unlikely that
HR-1 may raise the same kind of problem if passed tfi its present form.

In addition of course, the present language of HR-1 would not even allow the
head of a single parent home to receive AFDC benefits if he or she were in
college. Better that we allow young families with the head of the household in
college to remain there with our blessing and our support. Full-time college stu-
dents and their children should not be treated like second-class citizens. Full-
time education is the student's vocation. Certainly, such a policy choice fails
to support the stated goals of HR-1. It creates an incentive for this young family
to separate.

ADMINISTRATION

HR-1 raises problems of an administrative nature. Still uncertain is the
effective date of the Bill. Alaska, like many other states will need to pass some
enabling legislation. While presently our Statutes give us broad powers to co-
operate with the Federal Government in matters of mutual concern pertaining
to old age assistance, aid to dependent children, aid to blind persons and other
forms of public assistance, it is not clear that our statutes give us power to
actually pay monies to the Federal Government for distribution to those eligible
for supplemental benefits. July 1, 1973 would then be the earliest that 1R-1
could logically be implemented.

Still unanswered with certainty is the important human question of whether
there will be transfer of state employees to the Federal Government and whether
they would be protected from loss of benefits in many cases earned over a period
of many years of service to the state. Specific statutory language protecting these
interests would be appropriate. Our Department of Health and Social Services
informs me that Chairman Long favors an amendment to HR-1 providing for
state administration of the program. This would include maintaining present
state staffs, utilizing state merit systems, State classification systems, etc. and
funded 100% by the Federal Government much as the Department of Labor is
now structured. The State of Alaska supports this type of proposal and finds it an
excellent solution to the problem that HR-1 creates.

A significant administrative problem raised by HR-1 is the requirement for
quarterly re-evaluation of eligibility. In the State of Alaska, such re-evaluation
will be very expensive if it must be accomplished by a face-to-face contact.
Alaska's geography is greater than most can Imagine. It is a state that if super-
imposed on a map of the 48 states, stretches from Atlantic to Pacific and from
Canada to the Gulf of Mexico. The necessity of relying on air travel at a cost
of about $80 per hour makes transportation very expen~ave. And other methods
of contact in our more remote areas may be unrealistic as well. 'More flexibility
should be built into the new standards for quality control.

This administrative procedure raises a difficult policy Issue In Alaska and
other states with many persons only seasonably employed. Current need, not last
quarters earnings, should be the test of eligibility. Alaska's working poor are
seasonably employed, and last quarter's earnings may make a recipient ineligible
for federal benefits but greatly in need.

In any case, a computer check of Income reported under the social security num.
ber of the head of the household and any working age members, would be more
workable. In the case of our remote villages where to place the burden of com-
munication on the recipient is tantamount to removing a family from the pro.
gram benefits because they live In a remote area.

CONOLUSION

El-i, therefore, must be amended from its present form to one that reflects
and more adequately meets the great fiscal burden faced by the State.

This can be done by creating a vatable minimum income floor based on the
cost of living. This can be done by Federal supplementation of the working poor.
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This can be done by creating a eligibility formula that Includes the State's
supplemental pe.yments and applying a determination of benefits formula that
deducts the reclplent's earnings from the State supplement.

As a matter of national policy, this Congress should pass a Welfare Reform
Bill that Is a landmark of responsiveness to human and state needs, Instead of
(as discussion sometimes now makes H.R. 1 sound) a monument to our fear of
sinall time fraud.

It Is not responsive to human need to require a mother of a child under 6 years
to register for work or training and be subject to being forced from her child's
side.

It is not responsive to human need to grant children the benefits of H.R. 1 if
their parents are training or in vocational education, but deny those benefits to
children If their parents choose a different educational or training pattern,
college.

Alaska looks forward to the Congress's resolution of these important issues
and pledges to join its efforts to make this a better America for us all.

The CHAIRMAN. We will next hear from Gov. Thomas J. Meskill,
Governor of Connecticut.
"Senator RiwcoF. Mlfr. Chairman, may I, as Senator from Con-

necticut, welcome the Governor of Connecticut?
We come from the same town in the State of Connecticut born and

brought up there. The Governor was a distinguished Member of the
House of Representatives before becoming Governor and, like every
Governor in fhis country, lie has a lot of financial and fiscal problems.
Unquestionably, one of the biggest problems he has is the heavy burden
of welfare.

STATEMENT OF HON. THOMAS 3. MESKILL, GOVERNOR OF THE
STATE OF CONNECTICUT

Governor MESKILt. Thank you, Senator Ribicoff and members of
the committee.

As the Senator has said, there is no Governor in any of the 50 States
who today is not keenly aware of the critical need of welfare reform
and each of us is grateful to the President for having taken the initia-
tive and for providing leadership in this area, and to the Congress for
the efforts that it is making and has made today and the effort that you
gentlemen are making to date to iinplement that initiative.

I have heard it said at various times by some of my fellow Gover-
nors that they wish to be relieved of the political liability of local
and State welfare administration. However, I reject that notion. All
of us have a responsibility, equal to that of the President and the
Congress, to meet head on the challenge of welfare reform and re-
sponsible management of welfare programs. For this reason, among
others, I am today urging that many of the elements of adiinistra-
tion of welfare be kept at the level of State and municipal government.

By continuing to decentralize our welfare system through a pro-
grim of organized reform, I believe that it is possible for all of us to
one day soon be able to say that the welfare sstem of the United
States is efficient is effective, is economical, and, most of all, that it
provides the needed services to those who are truly needy.

T believe that, through a decentralized form of administration, we
can actually lower our record of welfare abuses so that the Nation's
taxpayers can once again have faith in the welfare system.
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While supporting in principle the need for welfare reform as out-
lined. by President Nixon, I believe that H.R. 1 should be amended to
include certain changes which would reflect the direction which I
have outlined above. My specific recommendations are as follows:

1. That the Federal Government match at 100 percent the States'
cost of assistance payments for aid to. families with dependent chil-
dren at a level equal among all States at $2,400 and with a hold harm-
less clause beyond the $2,400 based on expenditures 1 year prior to
the effective date of the legislation.

For instance, if H.R. 1 were effective July 1, 1973, then we would
be protected based on expenditures of fiscal 1973. Then we would be
piotected-that is, Connecticut and other States would be protected-
based on expenditures for fiscal 1973.

I have heard the chairman's concern, and I know it is a legitimate
concern.

Senator, our concern is our residency requirement-which was 1
year-was struck down l)v the Sul)reme (otit witlhin tie last week,
and we still ha'e tremendous inigration into 'Connectieut.

I believe that through this equalization each State would be able
to afford to treat those who are in need on a more equitable basis.

I also believe there should be an amendment to the effect that the
Federal Government continue to match at 75 percent the full cost of
salaries and related administrative costs for social services for all
disadvantaged persons in the State.

Here we are making an attempt by saying "social services to all
disadvantaged persons in the State" to ma e a claim for such depart-
ments as mental health, mental retardation, and corrections, where
there is a Federal contribution.

The third, States share the costs of salaries and related administra-
tive costs for income maintenance and eligibility.

I realize that I break with some of my colleagues, some of my fel-
low Governors, on this point but I believe that this approach to staff-
ing-that is, a State contribution, a State obligation to bay a portion
of these costs-will act as an incentive to each State'to maintain high
efficiency and to turn from past policies of overstaffing and increased
bureaucracy at a time when paper shuffling should be discouraged
rather than encouraged.

Fourth, I strongly support the changes proposed in H.R. 1 that re-
late to old-age, survivors, and disability insurance, and I strongly
recommend the immediate assumption and administration by the Fed-
eral Government for the full costs of all categories of welfare which
includes old-age assistance, aid to the blind, and aid to the disabled.

I know the chairman supports this proposal because I have heard
him speak on this point in San Juan and again here a week or so ago
at a luncheon, and I feel this is very important.

These areas are so like old-age assistance that there really is very
little reason why they could not and should not be administered
from Washington. The blind are not going to get their sight back,
the disabled are not going to become able bodied, and the ol-d are not
going to become young, and I feel it is in the other areas where super-
vision and administration can keep the numbers on the rolls down
and can eliminate fraud and prevent overpayments and underpay-
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ments. This is the area where we should have the State and the local
control.

I also believe that the provisions in H.R. 1 to eliminate the food
stamp program should be eliminated, and I say that because there are
many on ood stamlps who are in the working-poor category, who are
not on welfare, but they are getting the benefit of the food stamp pro-
gram and I would hope that"that would be continued.

Also, I think that some thought should be given to the discontin-
uance of HEW supervision of assistance payments so that States would
be given complete autonomy in mkrgemnt of payments, and so that
there would be an elimination of all payments related to HEW
sections.

We are having great difficulty in Connecticut. We have replaced our
welfare commissioner who was a social worker and had a social work-
er's approach to handling the affairs of the department, with a busi-
nessman, who has taken a businessman's approach, and he has made
several changes in the administration of the department, including a
100-percent audit of every single recipient and turned up all kinds of
interesting things; not just fraud but many cases of overpayments,
many cases of underpayment, cases of ineligibility, cases which are not
fraud but there are inj justices there, being o-'erly generous or not doing
justice to some people in need.

We have had a great deal of difficulty working with the department
because of the regulations.

Just recently the court has ordered us to l)ay back .a couple of
million dollars because of some involved criterion which was not
accurate at the time, so we are sending out checks in some cases, I
believe, amounting to a couple of thousand dollars to people who
have long since gone back to work. But the regulations have gotten
into this and have resulted in our having an obligation, and if we
had a little more freedom I think we could do a better job.

I believe through this type of welfare reform the efficiency, the
economy, and the quality of services would be enlcouraged io tlie
maximum level. Simlily by instituting a program of extreme Federal
control, of pages and pages of guidelines, and of strict supervision,
States are not given encouragement to provide services which tley
know best, low to provide.

I believe that the old saying thlat the level of government close
to the problem can best help solve the l)roblem is still important
today, is still relevant today, and is absolutely necessary if we are to
attack a problem of such gross magnitude.

Finally, I want to thank the Senate Finance Committee for giving
me the opportunity to l)resent ny views concerning welfare reform
as they relate to H.R. 1 and the a( h inistration of welfare in the State
of Connecticut.

Finally, I would like to thank the chairman and members of the
committee for this opportunity to present my views concerning wel-
fare reform as they relate to T.R. 1, and to the administration of
welfare in the State of Connecticut.

If I could say one word in summary, I think it is one thing that
all of the Governors agree on and that is, regardless of the opinion
that some of you gentlemen have on things that I have said, we need
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help, we need any kind of help that we c.an get, because we are in a
bad way.

Our budget for the present year is about $275 million for welfare
and. in spite of all of the attempts that we have made to cut costs,
we have gone to a flat-grant system to cut costs and to try to get people
to budget this money better: we are in the Federal courts on that one;
'we are still estimating that we will have to spend about $300 million
next year on welfare, so that is about a 10-percent increase.

So the situation is getting worse even though we are doing our best
to keep it from getting completely out of hand.

Thank you, Senator Long and members of the committee.
The CHAiMMAN. SenatorRibicoff?
Senator RTnicopF. Thank you, Mr. Chairman.
Governor, do I understand your welfare costs for fiscal 1971 were

$275 million?
Governor MFSKILL. The fiscal year ending July 1, 1972, or June 30,

1972, the actual budget, the original budget was $293 million, which
was appropriated and, subsequently, the legislature when they passed
a new tax bill authorized a 5-percent reduction in whatever depart-
ments I could take it out of and the reductions resulted in a reduction
to $275.666,300.

Senator Rmicor. That is for fiscal 1971. For fiscal 1972 and 1973,
what do you estimate that the costs to the State of Connecticut will'be?

Governor MESKILT. Tn my budiret message, and I have not released
this publicly, but it will be $300 million.

Senator MBICOFF. $300 million for 1972, and would it rise in 1973,
as you progress in what you estimated ?

Governor MESiKTLT,. Well, it is hard to tell, Senator Ribicoff.
When a 100-percent audit is completed, we hope there will be some

reductions as a result of this. We have had a substantial number of
people who have moved into Connecticut, many from Puerto Rico, who
ave sought a one-way ticket back to Puerto Rico. This number has

increased, I think paitially due to the fact that our department is
clamping down and scrutinizing every single application to try to get
our social workers out of the paper-processing stage and into the coun-
selina stage, and I think that, if things go well, wNe will be able to try
to keep this from growing as fast as it has'been growing in some States,
but we still are hampered greatly by the fact that Connecticut is a
high-payment State and, as you know, HEW frowns on a State in
any way reducing its benefits.

X ratable reduction we can handle legally, but we have not chosen
to go to that, we are trying to do some other things.

Every time we attempt to do something, we find ourselves with a
nonconformity issue facing us.

Senator RmTCOFT. r have an amendment in before the committee to
freeze the level of the States' payments to what they paid in 1971, and
whatever the State was required to pay out after 1971, the Federal
Government would assume the additional burden.

Would you approve that ?
Governor EwsKrL. I would certainly approve that. I: think that

would certainly be very helpful.
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Senator Ri~icoFF. Now, Connecticut has an unemployment rate of
over 8 percent. It is one of the high-unemployment States in the
Nation.

Governor MsKiLL. It is the second highest in the country.
Senator RmicoFr. How many people are out of work in Connecticut

now ?
Governor MieKisz. Almost 100,000.
Senator RIBicon. A hundred thousand. Now, how many welfare

recipients are there in Connecticut?
Governor MEsrIL. The total is 182,000 of aid to families with de-

pendent children, 75,000 on those rolls, and then the blind, 5,000, the-
ibled 25,000, the elderly 27,000; so the what we call the adult

categories would be 57,000. These would be people who cannot find
work for them. The 57,000-a certain percentage of those probably
could work.

Senator RIBICOFF. What is your guess as to how many of these people
are employable in Connecticut ?

Governor MESxiLL. Senator, I can't give you that figure because
this 100-percent audit is not complete.

Senator RIBICOFF. But taking into account that we have 100,000 peo-
ple out of work, and knowing the State the way you know the State,
these represent skilled people, trained people, hard-working People;
without any question they have got the work ethic; they don t want
to be on welfare; they want to get jobs. The average Connecticut em-
ployer would prefer a skilled worker than the average untrained, un-
motivated worker who would come from a welfare roll at the present
time; isn't that right ?

Governor MESKILL. We do have about 7,000 or 8,000 jobs listed with
the Employment Service and which seem to be unfillable. because of
the-our unemployment compensation rates are always high, as you
know, Senator, and we get the answer quite frequently, " should
I work for $10 a week I'rThat is about the difference between the pay-
ment for the man who was working at a high salary and what the
salary of the job offered is.

We do feel; however, that-and we are making renewed efforts along
this line--primarily because- our unemployment compensation fund is
going to run dry in March and we have just applied for a loan against
the social security account, that we are going to use administrative
measures to attempt to scrutinize the unemployment compensation
rolls more carefully.

We are of the opinion that many employers don't list their jobs
because they don't get the referrals from the service and, because the
jobs are not listed wth them, the records only show some 8,000, 7,000-
8,000 jobs available. But we are of the belief that the number could
be 7 or 8 times that number; there could be as many as 40,000 jobs in,
the State, that many people looking for work, but it is not $12,000-
$15,000 help. It is $90 a week, $100 a week, $125 a week help, and many
people who are getting unemployment compensation benefits were.
laid off at a high rate, very skilled as you say, and there is not enough
difference between the benefits that they are getting and the rate
offered by the employer who is looking for help.
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Senator RInicoFv. Let us say that we authorized in this Congress
a substantial number of public service jobs for employables who are
now on welfare. I)o vou think in the State of Connecticut you could
fin(! work in the public service field if you did not have the fimicial
burden to pay for those jobs?

(Tovernor IMEKI[. If we were going to go into a make-work type
of situation, cleaning the streets, picking up trash, some conservation
work, I think you could make thousands--create thousands of jobs.

Senator RimcOF. Hospitals, schools?
Governor MEsKiLL. Well, our hospitals are staffed. Wlien I say

staffed we are not understaffed in the sense of you could probably put
people in and give them training and-

Senator RfIcoICFF. I am not just talking about State hospitals; I
aim thinking about the hospitals in Hartford, whether it is St. Francis
or Hartford Mt. Sinai, I)ivate hospitals, but mainly hospitals which
do public service work even though themselves they are not a State
institution. Do you think that institutions such as that, all of whom
have budget problems, too, if they could go to a roster that your
welfare department made up of employable people on welfare, and
they would be able to draw from this public-service-job fund, do
you think you could find places in the many eleemosynary institutions
in Connectiut which are private in nature for your welfare employ-
ment?

Governor MESKIL. I think that we could. I think we could.
Senator RinIcoiX,. Thank You, Governor.
Tie CiIAulMAt.N,. Senator Jtordan ?
Senator JORDAN. Governor, you have made a splendid statement.

Tell ime to what extent the, migration of welfare people into your
State is a factor? You mentiowd it was substantia iand you are, as
you said, the highest ayiig State, and I am interested to kno per-
centagewise if you can give us the incidence of that inmigration ?

Governor Ml.iSJ.1,. You have got me, Senator. I cannot give you
the number. I can tell you that within the last 6 mouths that,--- can-
not say that the nmmb ,r of people going on the welfare rolls has de-
creased but tle number going off the welfare rolls has increase(ld so
that we are not holding our owni but we are doing better than we were.
It seems that they are still coming in. The number going onto the
rolls was somewhere up in the-around 450 a month and then I be-
lieve it dropped down to somewhere around 200-and-some-odd a month
and there have been a couple of months where it actually decreased;
but I think the greatest change has taken place not in ewer people
going on but more in the case of more people going off.

Senator JORDAN. How many people do you have on welfare in your
State?

Goveimor MESKILL. We have a total, in the ADC category, the larg-
est category, 75,000 recipients.

Senator JORDAN. Yes.
Governor MESKILL. Then we have some 57,000 in the adult cate-

gories.
Senator JORDAN. So the inmigrution would not be percentagewise

a very big factor in your total numbers?
Governor MEsKiLL. Well, if you are adding 425, roughly 425 or so a

month, it really adds up year after year.



2013

Senator JOnDAN. Yes.
Governor MESKILL. Particularly if no one is going off and, as I sy,

we have been fortunate there have been-recently the most newsworthy
case was several groups who applied for a one-way ticket back to
Puerto Rico.
i Senator JORDAN. Is that the origin of most of the migrants who come
in your State I

Governor MESKILL. We don't have that kind of a breakdown, Sena-
tor, but there have been many in thaLcategory, many who have come
into New York and then have moved up from New York into Con-
necticut.

Senator JORDAN. Thank you.
The CHAIRMAN. Senator Curtis?
Senator CUtns. Governor, do you favor the family assistance planI
Governor MESKILL. I do with the modifications, Senator, that I think

there should be some kind of a hold-harmless provision. I used the
figure-

Senator CunTis. You mean hold-harmless to protect the StateI
Governor MESKILL. Yes.
Senator Cutrrs. But you do favor making a cash payment to the

working poor?
Governor MESKILL. I do.
Senator CURTIS. Which has been described by many of us as a guar-

anteed minimum wage?
Governor MESKML. Provided there are the work incentives, that it

does not invite persons notfto work and just to live on the minimum.
Senator CrTis. Do you favor turning the administration of welfare

over to the Federal Government?
Governor MESKILL. Only the adult categories, Senator. I think the

adult categories can be supervised from Washington just the way the
social security program is; but I think in the aid to dependent chil-
dren categories, because of the nature in many cases the temporary
nature of disability if you want to call it that, the fact that the age
of a child having a bearing on it, the availability of a breadwinner, I
think that local administration and State administration provide for
the best administration. And I would point out that in Connecticut,
unlike the State of Washington, we provide that the local community,
the municipality, has the obligation to pay, to administer the program
for the first 30 days; and this has been the rule in Connecticut for a
long time.

The rationale there is it is at the local level where there is the best
possibility of catching them. After a month they go on the State rolls
and there is a State reimbursement even in the first 30 days.

Senator CuR rts. If the bill that passed the House were to be enacted
it would be the total Federal administration, for all practical pur-
poses?

Governor MESKILL. Yes, sir; and I would hope that would be
amended.

Senator Cun'rs. Referring to your statement on page 3, paragraph
NO. 2, the very last of it, you mention corrections.

What do you n'ean by that ?
Governor MEKL Well, my understanding is that even under the,

present law that a 8tate can be reimbursed, if the State separates
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out the administrative costs from the cash assistance program, the
portion of the expenses that is a welfare expense; for example, a man
is in prison; his wife is forced to-be on welfare a, result. Now, any
administrative costs that are involved with the corrections depart-
ment, involving that man, are involved in that welfare case, as long
as they are kept separate and we don't try to hang HEW with a cor.
rections charge-

Senator OuRns. In other words, you are talking about the welfare I
Governor MwsKnxLn. The welfare aspect of these programs.
Senator CuRTs. And not social services to inmates of correctional

institutions generally?
Governor M S u.L. No, sir; I am talking about the welfare aspect.
Senator CuRTIs. That is all, Mr. Chairman.
The CHAIRMAN. Senator Talmadge I
Senator TALMADGE. Governor, I compliment you on your statement

and particularly the last sentence that appears in paragraph 1 which
I heartily endorse, and I quote your statement:

I believe that through a decentralized form of administration we can actually
lower oirr record of welfare abuses so that the nation's taxpayers can once again
have faith in the welfare system.

I share that view. Unfortunately, the legislation that passed the
House goes entirely in the opposite direction, as you know, and I don't
believe it is in the interest of the people of the country who are in-
terested in good government.

Thank you.
Governor MEsxULi. Thank you.
The CHAIMAN. Governor, I find some appeal to your suggestion that

the Federal Government should take over the adult categories. If I
thought the Federal Government would administer it better than the
States, I might vote to do just that.

It occurs to me that we might have a try at the area that should be the
easiest to administer-that is, the old aae assistance area-by simply
voting that the Federal Government should immediately take over
the burden of providing $130 as provided by the House bill and at
least $200-maybe we could make it $280 or $240-for a couple.
Would you think that most States would elect to let the Federal Gov.
eminent simply go ahead and take that program

Governor MtskiLL. I think they would, Senator Long. In the case
of Connecticut it would amount to well, almost $10 million or really
half of that because we are presently being reimbursed for half of it;
but it would be a $5 million-plus for us. I .

The CAiRAzN. So you could say at that point if you want to get
out of it, here is your chance.

Now, that would *ve you $5 million that you could apply to other
programs. How much of your State money do you have in the familypro ramv°.
p vernor ME8KUJL. Aid for dependent children is $96 million.

The CRAnxMA. So you have $96 million I
Governor MuxsKU I am sorry; that is within our budget without

the Federal reimbursement,,
The CHAImmAN. So the' Federal Government is paying at least

.half of that
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Governor MESKILL. So it would be half that, $48 million.
The CHAIRMAN. $48 million. So you would then have within your

power, if yQu wanted to, to at- least increase by 10 percent the State.
effort if you wanted to apply that to that part of itV

NoW, if we did that in some States, it would be a lot more help than
that, though. 1 ,

Are these Federal regulations and court decisions requiring you to,
have a lot of people on those rolls that you think are in error?

Governor MFSKILL. That is our position, Senator. When we go to
make a change which we know will work better, we find some Federal
regulation where they say, "You just can't do it; you are not in con-
formance." We find ourselves---

The CHAIRM AN. If we could then turn the States loose to require,
let's say, the fathers of illegitimate children to support their children,
which apparently is just not being done now, and give you all the
help that could be made available, a good child-support law, and make
the Internal Revenue Service and the Federal. attorneys go to work
garnisheeing wages, and if we allowed you to take off the welfare rolls
people who are on strike or people who have been fired for cause then
wouldn't that greatly reduce theburden on your program.?

Governor KEsxrnL. It certainly would, Mr. Chairman. In Connect-
icut we had a case where the department demanded that the mother
an unwed mother, disclose the name of the father under penalty oi
losing the ADC benefit and the mother refused and some OEO lawyer
financed by the taxpayers, took the case to the Supreme Court and
we were told that we couldn't make her tell us who the father was. This
is the kind of thing-this is carrying confidentiality a little far, I
think.

The CHAIRMAN.. My impression of that case is that it did not go.
as far as the Supreme Court; it was decided at a lower court. It seems
to me as though the decision is badly in error. At a minimum HEW
should have supported an appeal from that. Instead HEW, I under-
stand, wrote a regulation saying that "you will be ruled out of com-
pliance," to the States, "and your money will be cut off if you don't
abide by that Federal court decision " The States were foreclosed from
appealing that erroneous decision, according to HEW regulations,
that is my understanding of it.

If I am in error, I would be happy to correct it.
I believe the first of those cases was a Connecticut case, Governor,.

as you said.
Now, it would seeto to me if we gave the States money to put peo-

ple to work that would also relieve some of the burden. You coukioffer jobs to people instead of welfare. If we did all these thins, I
would think that would go a long ways toward solving your problems.
I would like to have your reaction.,

Governor Musm . It would go a long way to the extent that it
meant more dollars to the States; it would go a long way because we in
Connecticut, and I shouldn't say we are not as bad-off as other States
but per capita we have fewer people on welfare, and, consequently, iR
you look at statistics someone can say, "Well, you are not very badly
off." But we are badly off because we have had so few in the past; we
have had our payment level very high. We have tried to take good
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care of the unfortunate and what we have really done is we have
attracted many mord and we have created a monster.

The CHAIRMAN. But every time we can take a person off the rolls
who never did belong there, every time we can flild one of these run-e
away fathers who has a job adequate to support that family, and re-
quire him to support that family, that relieves the burden on the State
government and the Federal Government and it frees more money that
you could use for more deserving cases. And then, insofar as we can
provide money for you to provide jobs for people who otherwise would
be on welfare, that would relieve your burden and further free
money that you could use on your more deserving cases, coukI it not?

Governor MESKILL. Yes, it will.
The CHAIRMAN. Right. I hope we can help you in those areas, Gov-

ernor, and we appreciate your very fine statement here today.
Governor MFISKILL. Thank you.
The CHAIRMAN. I believe Senator Hansen came in afterward; I

passed -him previously
Senator HANSEN. Wrhank you, Mr. Chairman.
I don't have any questions to add to those that have been put. Your

responses have been very helpful. I happen to believe, as I am sure a
number of people do, that Governors of the States know and-under.

,stand the problems of welfare about as well as anyone. Certainly your
appearance and your testimony underscores that fact.

Thank you very much Governor.
Governor MEsKILL. Thank you.
The CHAIRMAN. Senator Fannin?
Senator FANNIN. Thank you, Mr. Chairman.
Governor, I regret I was not present to hear your statement or your

full testimony, but I commend you on what you have stated on the very
first page of your testimony about assuming the political liability of
local and State welfare administration. I am very strongly in favor of
holding it at the State level, being a former Governor, because I be-
lieve the State can do a far better service to the individuals than can
the Federal Government. he big problem, as I see it, is the payments
that are involved, the money that is involved; and, as I said many
times, unfortunately the Federal Government ia taking the attitude
,that we donE need to have our money directly tied in with a payment
of welfare. In other words, we are not willing to say that when we
spend a certain amount of money, several billion dollars, we will tax
for that amount; whereas, you at the State level-I assume your State
is like mine-you cannot spend money that you do not have; is that
right?

Governor MsKILL. That is right, generally. That is right, Senator.
We have a couple of exceptions but-

Senator FANNIN. Well, Governor, don't you think that it would be
highly expedient if we would have some basis of making the amount
of money that has been spent commensurate with the amount of money
that ca-n be raised by taxes or some other means? Wouldn't you be in
favor of that?

Governor Mis~iLL. Yes, I would.
Senator FANNIN. I know that on the--I believe-the second page of

your testimony, that the Federal Government matches 100 percent the
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State's cost of assistance payments for aid to families with dependent
children at a level equal among all States at $2,400 and with a hold-
harmless clause beyond the $2,400 based on expenditures 1 year prior
to the effective date.

Of course, I recognize the problem you have at the State level and
I recognize your desire to be fair and equitable with people in every
State of the United States. I am just worried about what might hap-
pen when we say that you are going to be held harmless; that is, you
are going to be responsible for increased expenditures.

Now, 1 wish we could have the same control bhat you have at the
State level at the Federal level, but, at the same time we have a re-
sponsibility to insure that Federal money is administered properly
and within the intent of the laws involved.

Don't you see a problem that if a State government is going to be
held harmless then we would need controls at the Federal level? Is that
true?

Governor MEsliuLr. Well, it was my intention to have the amount
really frozen by trying it into the expenditure. level of fiscal year
1973-

Senator FANNIN. I understand.
Governor MESuI4IL (continuing). As I give'' in my example so it

would not be ii matter of whatever we spent in the future would be
based on what we spent last, year.

Senator FANNIN. It, would be, but if the Federal Government gave
you other programs and, that is what you are basing it on, you 4on't
want to be held responsible for those programs. Is that what you are
intending? In other words, if additional expenditures are there, you
want to be sure that the Federal Government is going to take care of
that rather than place the burden upon the. State. A good example of
it could be in the medicaid program or programs we have inaugurated
and passed where we start out at a Federal level and pay 100 percent
and then gradually bring it down to where the States are assuming
the complete burden.

Governor MESKIMI4 . Senator, I was not trying to-actually, I was
pretty much taking the position that the State ought to be held jointly
responsible for those things that we can control and where there would
be an incentive for us to control it, that is, primarily on the adminis-
trative costs. On the basis of the other payment, the $2,400 figure is
really what was basically in H.R. 1 and the reason I used the hold
harmless on the larger figure was because Connecticut and some other
States pay at a much higher rate than that.

Senator FANNIN. Of course, what I am getting at is the Federal
Government matches 100 percent of the State's costs with assistance
paid for these different programs and you will be making a determina-
tion of who is deserving and who should receive the funds.

Governor MESKILL. According to some broad guidelines.
Senator FANxNi. That is what I am talking about; in other words,

some broad formula. You would not be in favor-you would not ex-
pect the Federal Government to just give you a blanket 'authorization
that would go beyond what your statement presents; is that correct?

Governor.MUKULL. No, Senator, I see what you are driving at now.
I firmly believe that where the Federal Government funds a program
they have not only a right but an obligation to have some control over
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how that money is spent, otherwise there would be no-absolutely no
guarantee at all the money would be spent wisely.

Senator FANNIN. That is my grat concern. Of course, we don't know
what the condition is goingto be in the future; as I say, we can't spend
money we don't have.-Wehave been doing it but I don't think we can
continue it too long.

Governor M ERRI. That is a luxury we don't have in the States.
Senator FANNsIn. That's right; it is a luxury and a very unsatisfac-

tory luxury unfortunately if we look at the Federal debt, and that is
a subject in itself, I do tank you for your testimony for it has been
very helpful.

Governor MEsKIu. Thank you, Senator.
The CHAMIzLN. Thank you very much, Governor.
Well, then, that concludes today's hearing.
Tomorrow we will hear from the Honorable Henry Bellinon; Law-

ton Chiles; George Wiley, executive director of the National Welfare
Rights Organization; Joseph H. Reed, executive director of the Child
Welfare Lkague of America, Inc.

(Whereupon, at 3:40 pm.., the hearing was adjourned, to reconvene-
at 10 a.m., Wednesday, February 2,1972.)



SOCIAL SECURITY AMENDMENTS OF 1971

WEDNESDAY, FEBRUARY 2, 1971

U.S. SENATE,
CoMMnrEE ON FINANCE,

Washington, D.C.
The committee met, pursuant to recess, at 10 a.m., in room 2221,

New Senate Office Building, Senator Russell B. Long (chairman)
presiding.

Present: Senators Long, Anderson, Talmadge, Fulbright, Harris,
Byrd, Jr., of Virginia, Nelson, Bennett, Curtis, Jordan of Idaho,
Fannin, and Hansen.

The CHAIRMAN. The hearing will come to order. Other Senators
will be along as we proceed.

The first witness this morning will be the Honorable Henry Bell-
mon, U.S. Senator from Oklahoma.

Mr. Bellmon, we arepleased to have you here with us today. You
will be seeing more of your colleagues as you proceed with your
statement.

STATEMENT OF HON. HENRY BELLMON, A U.S. SENATOR FROM
THE STATE OF OKLAHOMA

Senator BELLMON. Thank you, Mr. Chairman. What is the time
limit? Do I have 10 minutes or do you have a limit?

The CHAIRMAN. We are trying to hold to a 10-minute statement in
chief but if you overrun it somewhat-

Senator BELLMON. I will be as brief as I can.
Mr. Chairman and Senator Curtis, I appreciate the opportunity

to be here this morning. This matter of welfare reform is something
that has interested me a great deal, particularly from the time I served
as Governor and had the responsibility for administering the welfare
program in Oklahoma.

The CIUAIRAN. Just take your time. If you want to, we will give
you enough time to make your statement.

Senator BELLxON. In my judgment, welfare is undoubtedly the
most important matter the Congress will consider this year.

My purpose here is to make a few brief comments relative to S. 1883
and S. 2669. These are bills which I introduced'and are now pending
before the committee and they have a relationship to H.R. 1.

Since I introduced S. 1837 on May 12 1971, the Congress has en-
acted Public Law 92-223 which inudea the Talmadge amendment
and this pretty well covers some of the same material I want to talk
about.

(2019)
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This is a much-needed, vital and far-reaching piece of legislation
relative to improvement of the work incentive program and technical
assistance for providers of employment or training. I wholeheartedly
endorse the principles of the Talmadge amendment.

There is one change in the Talmadge amendment I would like to
recommend to the committee.

As the law now stands, the responsibility for administering the
work incentive effort is divided between the I)ekpartment of Labor and
the Department of Health, Education, and Welfare. Such divided
responsibility is not conducive to best results. My bill provides that
the program be administered by a single Federal agency who will
contract with it single State agency, preferably tie welfare depart-
mont. I would recommend that States at least, be given the option as
to which agency be assigned this responsibility. Such an approach
would perhaps provide a valuable comparison that would decide which
agency could do the best job.

Durig the time I served as Governor of Oklahoma, from 1963
through 1966, title V of the Economic Opportunity Act was operative.
In Oklahoma the department of public welfare did what I consider
to be an outstanding job in the administration of title V, which was
implemented as a work training program with 100 percent Federal
reimbursement to persons who were recipients of AFDC assistance.

In Oklahoma during the brief time it was in limited operation-
it was in operation in only seven counties; we didn't have time to
get it in operation all across the State or the results would have been
even better-this program resulted in 2.482 persons trained, 2.119
persons being ainfully employed in the la)or market and 1,272 AFI)C
cases closed. iis means those people were able to start eal'ning their
own way and in general earned about twice as much money per fa in iy
as they would have gotten from AFDC. A savings of about $2.5 mil-
lion a year to the taxpayers of Oklahoma was the result.

Now, I am advised-
Senator Cunaris. For what jobs were they trained mostly?
Senator BELL30oN. They were trained to be food handlers, to vork

in nursing; some of them were trained to be office workers; they a te
trained for productive jobs in the private sector. Some of them (lid
go to work for a State agency but primarily they went to work in
pivate enterprise.

I am advised by the Oklahoma Public Welfare Commission and
its director, Lloyd Rader, that the WIN program, which re)lace(d
title V, while being somewhat effective, is not presently doing ti job
for the following principal reasons:

One is an insufficient number of slots for work and training that are
available. The other reason for limited success is those that operate
the program for the Oklahoma Employment Security Commission,
while dedicated public servants do not have the training or motivation
to counsel and cope with persons who have little or no work experi-
ence and who lack motivation and confidence to seek gainful employ-
ment after complethig training. You are dealing here with a special
type of person who is different from the type person the employment
security commission usually deals with and it takes someone with a
certain amount of social training and motivation to get these people
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to become gainfu-lly employed and this seems to be where the present
WIN program is falling down.

Mr. Chairman, by placing responsibility for support, training and
job placement in one agency, I feel a greater success is more likely
since the agency would be more motivated to help its clients become
self-supporting. Such is not the case when one agency simply unloads
its failures upon another agency and this is what happens now. When
the employment security commission fails to get a 'person gainfull-
employed it is the welfare department that pays the cost of his failure
and it we had the 'whole responsibility in one agency, I feel they
would do a much better job.

At least in cases where the State employment agency is unable to
place welfare recipients into work or training, I feel the State welfare
agency should be allowed to undertake job placement or training while
continuing to make assistance payments.

Members of this committee are well aware that the costs of the
AFDC program have risen alarmingly from $1.02 billion in -1960
to more than $4 'billion in 1970. Proper application of the Talmadge
amendment should bring a reversal in this trend. I commend the
distinguished senior Senator from Georgia for his leadership in gain-
ing passage of this legislation.

Mr. Chairman, one of the conditions which contributes most to the
AFDC caseload is the failure or refusal of parents who. have aban-
doned their children to provide child support. I realize that improve-
ments in this situation are contemplated in H.R. 1.

Last October 7, I introduced S. 669, which was this week reintro-
duced as amendment No. 852 to H.R. 1. I wish to call this amendment
to your attention since I feel it will do much to reduce the incidence
of child abandonment, to stabilize family life and thereby reduce the
AFDC caseload.

Members of this committee are well aware that enforcement of pres-
ent child-support laws is difficult and in many cases prohibitively
costly. As a result an irresponsible parent can refuse to make child-
support payments almost with impunity. When this happens the
children frequently undergo great hardship and generally become
recipients of AFDC( payments.

This amendment places responsibility for child support where it
properly belongs, on the children's parents and provides an effective
enforcement system. It creates a Federal Child Support Security
Fund and provides that when a responsible parent refuses to make
court-awarded child-support payments for a 3-month period, the pay-
ments in amounts established by the courts will be made from the fund.

If I could explain for just a moment, what the amendment does is
make it possible for the mother or the parent wvho is entitled to child-
support payments and does not get those payments for any 3-m6nth
period to apply to the fund and receive the payments in this way.

The amount of payments made then become an obligation of the
responsible parent to the Federal Government.

The Secretary of Health, Education, and Welfare is 'ven the nec-
essarv authority to collect from the parent an amount necessary to
reimburse the fund. The Secretary is authorized to call on the Attorney
General or other Federal officials, departments or agencies for infor-
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-mation or necessary action to locate the parent and to recover such
payments.

By utilizing the social security system, regardless of where a re-
sponsible parent may be employed, the Government would be able to
locate the parent and collect the child-support payment.

For example, the payments could be deducted from Fedel with-
holding taxes, veterans' benefits, farm subsidies, or other payments due
the parent from the Federal Treasury. -

Mr. Chairman, this is strong medicine. The amendment should
greatly reduce the incidence of child abandonment in this country.
Parents who know they cannot evade their responsibilities to their
children will be far less tempted to break up their families.

ir. Chairman, at this point I would like to express my personal
appreciation and gratitude to you and the other committee mem-
bers who resisted being stampeded into bringing out a bill which, in
my opinion, would have the effect of destroying the individual States'
trained administrative staffs. Under H.R. 1 present State welfare
workers would be replaced by the hiring of an estimated 80,000 new
Federal employees. This would greatly add to the administrative
expense and could reduce the level of service rendered to needy peo-
ple for many years.

I commehd to your consideration and approval the basic recom-
mendations relating to welfare reform enumerated by the Governor's
Conference. However, I strongly feel that the States must continue
to bear a-share of the cost of welfare; otherwise, the Congress will an-
nually be forced to deal with the largest and most powerful lobby
conceivable. Requiring each State to bear 10 percent or more of the
costs of its welfare effort should help make the program manage-
able.

Mr. Chairman, I support the recommendation which I understand
You have presented to this committee and to the public through the
news media. As I understand your proposal, Congress would mandate
State administration, with primary Federal financing. This type of
administration would be similar to the relationship between the De-
partment of Labor and the employment security commission of a
*State. This system has generally worked satisfactorily. I believe it
will succeed in the administration of a new welfare program.

Mr. Chairman, in conclusion, I wish to advise the committee that
while I strongly support the concept of welfare reform and generally
support the principles of H.R. 1, I am unalterably opposed to the
method of administration as set out in the House-passed bill. I can-
not support the building of a bigger and bigger Federal bureaucracy.
-Given workable legislation and a high level of Fedefal financial sup-
port, I believe the States can and will administer the program far
more effectively than a new Federal agency can do.

The CHAMMA. Thank you very much, Senator. I think you made a
fine statement.

The more I think about this idea of Federal administration, the,
more concerned I become at the erroneous decisions of the courts in
welfare matters. The courts are very poor lawmakers; they are very
poor legislators. They were not picked for that purpose. They were
picked because they had a judicial temperment and had the ability to
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be impartial and which is not at all the kind of credentials you are
looking for when youpick a legislator.

Senator BELLMONv. That is correct.
The CHARMAN. One difficulty is that when you are contending

with the Federal judiciary, which is appointed for life, the public
is powerless to do anything about errors they make. Presumably they
are supposed to follow their previous decisions, so when they make
an error, they regard it as a p ececent, and for logical reasons they
continue to make the same error, do they not?

Senator BFLLmON. That is certainly true Mr. Chairman.
The CHAMMAN. Now, furthermore, HEW. comes down with regu-

lations that make no sense at all. But what is your recourse? You
can't vote the fellow out of 6ffice-He- does not run for office, and it is
often not the person at the top who does it.

Bob Kerr used to give the illustration of Gulliver and Lilliputians,
how Gulliver fell asleep and those Lilliputians had him tied down,
and they wouldn't let him get up until he promised to do their
bidding.

Those who have stayed over there in HEW for20 years have these
great ideas of a guaranteed wage for not working, and when their
regulations proved to be totally wrong and defy all commonsense,
have you observed how difficult it is to change them if it is the Federal
bureaucracy handling it?

Senator BELL!ON. It is not only difficult, it is almost impossible.
Mr. Chairman, we are all familiar with the European countries,

for instance, Italy and France, that seem for a time at least to have
had a change of government once a month, and yet really nothing
changes; the same people were running the government, even though
the man at the head of it had a different name, and we are getting
pretty much in that same state in our country. The bureaucracy
pretty much makes the decisions as to how it is to be operated, and
it doesn't change when we have an election__-

The CHAIMAN. Thank you very much.
Senator CURTs. Senator, I want to express my gratitude for your

statement. You have been very helpful. I especially agree with you in
your observations about the Labor Department. There are fine people
in that Department, but their iast experience and the job to which
they have been assigned to ovei the years, contains nothing that really
fits them for handfin Welfare -cases; isn't that correct?

Senator BpmoN. That is exactly right, Senator Curtis.
Senator Cu-RTIs. I think that is one of the errors of existing law and

one of the errors of H.R. 1. If we would adopt H.R. 1 as the House
passed it, and turned this big task over to the Labor Department, their
experience and their know-how are along different lines.

D od like to ask you this other question: Does the Labor Depart-
ment have any particular competence in dealing with the problems
you find in a rural or agricultural area-I mean, by reason of their
experience and past assignment of duties?

Senator BELLMON. Senator Curtis, in my State, the State of Okla-
homa, which I know best, the Labor Department does not even have
offices m many of our rural counties. The welfare department has an
office in every county and a staff of social workers to take care of the
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needs of the welfare recipients in that county; but in most counties-
in many of the rural counties-the Labor Department sends a person
in perhaps once a week or once every 2 weeks to take care of unemploy-
ment and related problems, and it ia sometimes difficult to make contact
with that agency on a local level.

Senator CURTIS. And, of course, H.R. 1 would assign this to the
Labor Department in Washington, the Federal Labor Department,
and, it seems to me, that an agency that is dealing with welfare prob-
lems has the advantage of certain insights and experience that would
help them in securing employment for that same welfare family or
individual?

Senator BELLMON. Well, that is entirely right. There is another dif-
ference in the agencies. I remember very distinctly that in our State,
we had the vocational rehabilitation program set up to operate sepa-
rately, and there was a tendency for the vocational rehabilitation
people to want to make a good record, and they would virtually and
sometimes literally refuse to accept a case that didn't seem to have a
very good chance of succeeding. They liked to be able to come to the
legislature and say, "We have succeeded in 90 percent of the cases
that we worked on," and therefore they might refuse to even accept a
case involving someone who would perhaps be mentally retarded or
who might have a very severe physical handicap that made it look like
they might not be trainable and employable.

lut this is not the case with the welfare department; they had to
take everyone. We have n6w placed the vocational rehabilitation pro-
gram in tle hands of the welfare department in my State, and, in my
judgment, it is working much better, although if you would look at the
record of successes, the percentages are not as great. The fact is they
have provided a lot of services to persons who would not be cared for
under the old setup. In my opinion, the Labor Department would be
very reluctant to accept some hard-core unemployed person and give
him support, literally nursing him along, which is what it takes to
carry him along and make him self-supporting.

Senator: Cumrrs. I want to commend you or your contribution re-
lating to compelling parents to support their own children.

You might be interested in knowing what the Governor of Califor-
nia testified to yesterday. He was discussing this same problem. He
said the State o California. waived their portion of any recovery that
local officials could make from these errant fathers and let that go into
the county fund as expenses for pursuing these cases and prosecuting
them. He said, that this had met with a great deal of success. He made
the recommendation that from the Federal standpoint we give to that
unit of government, which was to be the local government, all the
money they recovered from these people, because we have lost nothing.
As it stands now, the Federal Government never gets that money. But
if local authorities collect enough money to pay their expenses in
these cases they also take the man off relief so far as the future load
is concerned.

Senator BELLON. Senator, that might be helpful so far as an intra-
state problem is concerned but we have. a problem-I am sure you do
too--where many of these fathers leave the State and then the mother
or her lawyer is supposed to go into another State and start a lawsuit
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and sometimes is able to collect the delinquent payment; it generally
costs al much to collect the payment as the mother recovers, but often
it is a futile exercise, so I think this amendment which places this prob-
lem on a national basis, which gives it to the Department of Health,
Education, and Welfare who has all the employment records, would
pretty much put an end to this child abandonment.

Senator CiTRTis. It is entirely possible that both ideas could be
utilized.

Senator BiLmON. In our State our welfare department has a sys-
tem, as I understand it, whereby if a mother comes in and applies for
AFDC and if she is entitled to child support, as a result of court order
then she assigns this child support to the welfare department anl
the -welfare department's attorneys go about the process of collecting
those delinquent payments and we have had quite a good record of
success in this way; but this still does not get at the problem of the
parent who leaves the State.

Senator CURTis. This is somewhat unrelated but another suggestion
that came out of the same discussion was that not only should welfare
applicants give their social security number and that their cheeks carry
that number but also that an applicant for welfare supply the social
security numbers of all members of that household, including the
social security numbers of someone who is ordered to pay support
money. That would bring all of those facts into one file when they
needed it.

Senator BELLMON. Well, Senator Curtis, the amendment I have pro-
posed to you, and I am sorry to say apparently the pages are not num-
bered, has in it something similar. It says it is the duty of the adult
recipients of aid to families with dependent children to provide in-
formation concerning deserting parents and certainly everything we
can do to make certain these people can't just bring children into the
world and then abandon them, and I would favor anything in that
direction.

Senator Cuxris. You have made a good contribution to our delibera-
tions.

Senator TALHADGE. Senator Bellmon, I regret I was not present to
hear your beginning testimony. I have read your statement and I
compliment you on it. I think you have made a great contribution to
the committee in its future deliberations ornthis bill.

As you pointed out, and as members who have listened to these hear-
ings well know, the principal problem with welfare rolls is the fact
that parents, usually the father, abandon the children, disappear and
let the mother and the taxpayers support them.

Do you think it would be wise for Congress to pass a law making it a
crime to abandon children and go into interstate commerce to avoid
sup porting them?

Senator BEXLLMON. Senator, I would favor such a proposal 'and feel
that it would help discourage abandonment; but, at the same time, I
think some amendment to H.R. 1, such as I proposed, would still be a
good thing.

Senator TALMAI1IE. I agree. I think we can go both routes. Of course,
in virtually every State, abandoning children is a misdemeanor but it
is difficult. It seems to me if you made it a Federal crime and in view
of the penalty it would stop a good deal of the child abandonment.
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Senator BELLMON. I agree and I feel it is possible to make child
abandonment in this country virtually impossible because if we trace
these people through the social security number, no matter where they
go to work we will-be able to find them and collect the delinquent pay-
ments.

Senator TALMADGE. It is a crime to avoid paying the income tax;
why shouldn't it be an equal crime to abandon your children and let
the Government support them?

Senator BELLMON. It would be a greater crime.
Senator TALMADGE. I agree.
Senator BELLmON. The way this amendment would operate, if a.

worker was having payments deducted from his weekly income, his
salary, for income tax, that money would go to pay child support, and
at the end of the year he would still owe his income tax.

Senator TALMADGE. I agree with that.
Senator Long has suggested a proposal which, I think, is good if we

have our social security records available where we can trace thi&
missing fellow and if he is earning income we can just issue a fieri
facias on his income to support his children.

Senator BEISxoLN. Yes, sir.
Senator TALMADGE. Thank you very much, Senator.
No further questions, Mr. Chairman.
Senator ANDRSON (presiding). Senator Hansen?
Senator HANsEN;. I would just like to compliment our distinguished

colleague from Oklahoma for his testimony this morning. I think we
cannot escape the realization that he speaks from experience. He has
had the responsibility as Governor of -his State to come to gips with
these problems and I think that his testimony certainly reflects not
only his concern but also his very critical and astute observations of the -
ramifications of the problem.

Senator BELLmON. I thank my friend from Wyoming. I would just
like to say you know he is a former distinguished Governor. Probably
our State has more of a welfare problem than Wyoming because our
State has been recognized for years as No. 1 so far as per capita in-
come we devote to welfare problems. We have had a fairly generous
system for a long time.

Senator BENzTT. Mr. Chairman, I would just like to say that this
testimony is particularly appealing to me because it gives us one or
two new ideas as to ways in which we can try to han de this very old
problem and I am sure the committee will look at them very carefully
when we meet in executive session.

Senator ANDEnsoN. Senator Harris?
Senator HARRIS. I have no questions.
Senator BELLmON. Thank you, gentlemen.
Senator ANDERSON, Mr. Wiley
Mr. Reid I

STATEMENT OF J0SEPH H. REID, EXECUTIVE DIRECTOR, CHD
,WELFARE LEAGUE OF AMERICA, ACCOMPANIED BY JEAN RU1TIN,
STAFF

Mr. RID. Mr. Chairman, I am Joselph Reid, the executive director
of the Child Welfare League of America, and I am accompanied by
Miss Jean Rubin, one of our staff people.
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F am authorized to speak on H.R. 1 and related legislation on behalf
of the board of directors of the Child Welfare League of America.

We appreciate the opportunity to appear before you and filed a full
statement earlier.

I would like to comment briefly on two particular aspects of the
bill, particularly. title IV and title V, dealing with social services.

The Child Welfare League has supported a national income policy
with national standards, to assure that all people, including the work-
ing poor, may have at least a minimum standard of living sufficient to
maintain health and human decency. But we believe these programs
have to be equitable and efficiently administered; they must be de-
signed to protect the welfare of children and encourage family
stability.

It is going to be particularly in regard to children that our com-
ments will be directed. There are many other aspects of the bill but
we consider our primary knowledge and competence to be in respect
to children.

We certainly agree that the present system is badly in need of
improvement but, unfortunately, we believe that title IVof H.R. 1 is
so inadequate and so inequitable that it will prove harmful to the
majority of needy children and families covered under its provisions.,

It is a retrogressive rather than a reforming measure mn terms of
what it does for children.

We believe title'IV of H.R. 1 creates a welfare system that would-
make conditions even worse than they are now for needy children and
families. We do not think it fulfills the administration's original pro-
posal for reform nor does it meet standards of principles for a sound
national income policy.

But before going on to details of some of our objections to title IV,
I would like to turn to section 513 of title V, part B, which deals with
certain child welfare services, because we want to strongly support
certain of the provisions that are in H.R. 1.

There has been a pressing need for funding for foster care and
adoption services for years that has been recogized, -by the States
and, particularly, the counties that, for the most part, have to bear
the cost of foster care out of local real estate taxes. We have urged
for years an equitable share of Federal financing for this group of
children. In fact, children in foster care and adoption are perhaps the
most neglected by the Federal Government of any group of people
in the country. Less than 10 percent of the expenditures of States and
counties for these purposes are financed through Federal funds. The
rest is borne locally.

In 1967 Senator Long and several other Members of the Senate
introduced amendments that would have rectified the situation but
unfortunately these provisions were lost in conference. So we are very
p leased that the administration and the House have now joined the
Senate in acknowledging the acute need for Federal funding in this
area.

We would, however, like to add an important caution. Although the
proposals in H.R. I would add between $150 and $220 million for
foster care and adoption services we believe it absolutely essential
that there be a maintenance-of-efiort provisions included in the bill.
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There is no point of substituting Federal funds for State and local
funds because children would simply be precisely where they are now,
disadvantaged.

It is essential that Federal funds be used to improve the quality
and the quantity of foster care and adoption services that are avail-
able.

Another provision of.the bill regarding subsidized adoptions is
good-as far as it goes. Allowing a small-subsidy to parents who will
adopt what we call unadoptable children, those that are physically and
mentally handicapped, the subsidy being limited to physically and
mentally handicapped children, does not go nearly far enough. The
largest number of children that stay on in foster care but who could
be adopted, if parents were given some subsidy to enable them to do
so, are not the physically and mentally handicapped but most frequent-
ly those children from minority groups, from very large families, and
in othef circumstances.

We estimate that subsidies have been tried now by 14 States. Sub-
sidies of approximately $1,200 a year, for as little as a 2- or 3-year
period, can have a State total costs between $40,000-$50,000 to rear a
child in foster care.

We strongly recommend that the subsidy system be extended to any
child who otherwise could not be placed in an adoptive home.

We also strongly support amendment No. 411, that Senator
Griffin has introduced to H.R. 1, which would make $1 million a year
available to set up a computerized system of tracking children, for
a national adoption exchange.

As you know each year thousands of children are lost in the foster
care system and they stay on unnecessarily in care because no one is
really seeing what happens 'to that child and his family. We believe
one should eventually set up a simple computerized tracking system,
and tie that in with a national adoption exchange such as Senator
Griffin has recommended in his agreement. A child found to have been
in foster care and abandoned by his parents could then be referred
to the exchange and these children could be placed for adoption with
families in other parts of the country.

The Child Welfare League has experimented with such a system-
not the computerized tracking system but with an adoption resource
exchange-and has now placed hundreds of children that heretofore
would have stayed on in foster care. For example, a dwarfed child
found in Oklahoma has been placed in Australia. A child in a family
of seven children needing adoptive placement out of the State of
Montana has been placed in the South. I could give dozens of examples
of the savings that have occurred in human lives but there also have
been very real financial savings too. The cost benefit of such a system
funded by this $1 million expenditure, I can assure you, would be
very, very great.

I would like to go back just briefly to title IV to state that the under-
lying purpose of welfare assistance, in our opinion, has to be that the
childiwill benefit, that the child will not suffer when circumstances
leave him with no means of subsistence. We are sympathetic and fully
support efforts to get parents to support their children, to find desert-
ing fathers, et cetera; but whatever measures are taken to get adults to
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support their children cannot in themselves cause children to suffer.
Our firm belief is that many of the provisions of this bill, perhaps in-
advertently but inevitably, will harm children while wo are trying to
zet their parents to do what we consider to be their duty.

There is one particular thing I want to erihphasize about this bill:
we do not think it is a bill that is intended to help children. You can-
not have a bill whose primary effect is on employment rather than
help to families without hurting children. I would like to refer specif-
ically to the day care provisions of H.R. 1, which, frankly, are a
travesty and will be of serious injury to children if the cost projec-
tions that were furnished you by the administration are the ones that
are going to be used to administer this bill.

In 1967 the Department of Health, Education, and Welfare fur-
nished the Congress estimates of the cost of day care. I want to refer
just briefly to "foster day care" because this is the plan of day care
that HEW plans to use for at least 90 percent of the children, not
group day care.

This is -where a mother is paid to take care of as many as six children
in her own home.

HEW estimated in 1967 for the Congress that it would cost $1,423
for minimal foster day care and up to $2,372 for desirable day care.
But in 1971, HEW furnished new estimates. HEW had originally
talked about "minimum," "aceptable," and "desirable" kinds of care.
HEW changed the words to describe care in 1971 to "custodial" and
"developmental." Whereas "minimum" foster day care 4 years ago
cost $1,423, the cost in 171 for "custodial" care is $781. Whereas "d-
sirable" foster care cost $2,372 4 years ago, "developmental"-this
thing that is going to benefit children-now can be accomplished for
$866.40.

We have inquired of HEW the basis of these statistics; they as-
sure us there are other funds that they plan to get some place or other
to help finance these services.

They plan, for example, to provide nutritious food for children,
two meals and a snack each day, for 40 cents. They are going to use
school lunch funds or something which the administration has just
recommended be cut back for supplementing food costs.

All through these cost proposals are extremely unrealistic cost pro-
jections that would not enable the cotintry to provide care to children
that would be other than harmful.

If $2,372 a year. was necessary for "desirable" care in 1967, and
our own research bears this out, by what miracle, after 4 years of
inflation, can "development" care be provided at about one-third the
cost?

I will stop with that. My time is up.
I do want to add just two things: We believe at this point that

it would be best not t, pass title IV. We believe that Senator Tal-
madge's Public Law 92223 and some measure of fiscal relief for the
States would be a morA satisfactory solution to the welfare problem
at tihis time--until the country and the Congress can make up its
mind as to whether it really intends to 'help children or to harm them.
Obviously, the Congrs does not intend to harm children. We have,
on the one hand, a child development bill that contained good policies
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and good standards which was vetoed-and on the other, a bill that is
going to allegedly help children but which is extremely harmful.

These things have to be worked out before legislation can be passed,
in our opinion, that will not inadverently, atleast, harm thousands
of children.

Thank you for allowing us to appear.
Senator BLcNNE'rr. I have no questions.
Senator Cuns. Mr. Chairman, would you tell us briefly who and

what constitutes the Child Welfare League of America?
Mr. RRID.,Yes, sir. The Child Welfare League is approximately a

50-year-old organization. It is made up of 378 child welfare agencies
throughout the country, public, private, sectarian and nonsectarian
agencies. The Child Welfare League is a standard-setting organization
like the American Hospital Association. Members must meet certain
standards in order to join the league.

I should add, Senator, that we are not necessarily speaking for each
of our members. We speak for our board of directors, but in this type
of complicated legislation we certainly would not assert that we are
speaking for every one of our members.

Senator CURTIS. What is your basis purpose?
Mr. REID. Our basis purpose is to raise standards in the child welfare

field, and particularly to improve conditions for those children who
are outside their own homes, such as adopted children and those in
foster care.

Senator cui lars. Does part of your program deal with children other
than children on welfare?

Mr. REID. Yes, sir; the majority does.
Senator CURTis. I use welfare in its broadest terms.
Mr. REID. Yes. -

Senator CURTIS. You are interested in children generally?
Mr. REID. We are interested in children generally. We are interested

in those services which prevent children from losing their homes and
prevent them from going outside their own homes.

Senator CUuTiS. What you are pointing out is that purely from the
dollar standpoint the adoption of a child who otherwise might be
,dependent on the public, is a very substantial savings?

Mr. REID. Very substantial savings. We have found now through our
system-we have no National Adoption Information Exchange com-
parable to the one Senator Griffin is recommending-we red-uce the
,cost of placing a child from $285 to $202.

Since it costs on an average $2,900 -for placing children in a foster
home, multiply the number of years that a child is going to be in foster
care until he becomes an adult and the saving will-be between $40,000
-to $50,000.

Senator CwnRs. Are there any States now that pay an adoption
subsidyI

Mr. "Rm-. Yes, sir; there are 14 States. I would be glad to-
Senator Curns. About what is the range of it? You don't need to

give me an individual breakdown.
Mr. R.m. The range is approximately $50 a month to $100 a month

in the States, and State laws vary. Some States permit subsidy for an
'unlimited period of time; others limit it to 2 years or 8 years, some-



2031

thing of that sort. Primarily, the subsidy is for families in which the
famIly has sufficient current income to support themselves. For exam-
pie, they may be young families that feel they cannot afford at this
point to adopt the child. It may be a nonwhite family that feels they
may be the last hired and the first fired. It may be a foster family a
family that has taken care of this child in a foster home but paid by
the State, which is now willing to adopt this child, to make it a per-
manent home, but need a period of financial help for a period of tran-
sition. The States who have tried this have reported great success and
have enabled hundreds of children to move off of foster care and out-
of institutions.

Senator Curris. I have had a lifelong interest in adoption for a very
special reason. Do you have a problem that if the subsidy payment
was too high-that it might be turned to as a sort of means of obtain-
ing income or employment rather than a supplement for the adoptive
parents to be enabled to give the love and guidance and home to a
child?

Mr. RpIm. Had you asked me that question, Senator, a few years ago,
I would not be quite as definite as I can be now, but we have conducted
research on two experiments, one in New Orleans and one in Seattle,
Wash. A man by the name of Casey of the United Parcel Service
financed it. He does not believe in governmental aid; he financed a
private experiment that cost $300,000 to test precisely what you are
talking about.

He believed we could get more stable homes if people were paid for
their labor; he thought you could compete in the labor market and get
certain women to go to work and be foster parents if you paid them
what they earned in industry.

Senator CulTIs. Now, you are talking about foster parents rather
than adoptions?

Mr. REID. But if you will bear with-me just a moment, I will move
into adoptions. Foster care does not simply attract people who want to
make money. It simply attracts people who are well-motivated. We
have studied that for several years and the adoption picture is the same
thing.

The amount of subsidy paid is often one child -at $100 a month. I
don't think it is going to attract a person as a job. Now if it were $500
a month, something of that sort, you would question it.

Senator CuRTIs. I am not in position to question it. But it just came
into my mind because I have observed this a long time and I am thor-
oughly convinced that you cannot buy or hire love and affection and
concern-

Mr. REID. Of course not.
Senator CURTIS (continuing). For any purpose.
.On a yearly basis, what did you estimate the savings were of an

adoption subsidy and a -foster home?
Mr.-REim. At the maximum we recommend which is $100 a-month,

the saving would be at least half. In other words, it costs us $2,900 as
against $1,200 so you have a $1,700 saving. We are not recommending
subsidy for an indefinite period, rather for a relatively brief period,
a transition period.

Senator CUmTIs. And it would depend upon the age of the child, too?

72-flS-72-pt. 4- 27
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Mr. REm. That is correct, sir. That would have a great deal to do
with it.

Senator CURTIS. It seems to me it has possibilities, because there may
be some parents who just are longing to do this but financially they
just can't see their way to do it.

Mr. REID. Well, for example, rural families that have frequently
proven to be the best of foster parents, may have several children in
their home; they want to take in one or two more.

Senator Cunris. As a matter of fact, most of our law discriminates
against adopted children.

Mr. REID. That is correct.
Senator CURTIS. This morning I directed the drafting service to

draw a bill, because an adopted child was turned down for survivor's
benefits under title II of the Social Security Act because a licensed
welfare agency hadn't supervised the adoption. Now, what that has to
do with the justice to this child is beyond me, and that was the Con-
gress' mistake. It is in the law. I thought first that it was in the regula-
tions but I found it was in the law.

We had a situation here in the District of Columbia in the early
days of World War II where the schools were very crowded and
they just didn't have room for people and so they had to scramble
to find reasons to reject kids. The law sets forth who can go to school
in the District of Columbia. The corporation counsel ruled that that
did not include adopted children and one parent came to one of the
schools in the District of Columbia with four children; two of them
were adopted and the principal said, "These two can come in but
these two can't." That was changed.

Mr. REID. I am sure that the thousands of adoptive parents of the
United States and the- children and agencies appreciate that.

Senator CuRns. I shouldn't take so much time of the committee
but I do want to ask you to elaborate why a family assistance plan
is in the interest of children.

Mr. REID. Let me start, if I may, with the simple day care illus-
tration:

You are going to say to a mother, "You must leave the home for
work or training," particularly a mother with children, with young
children. Though the Talmadge amendment would make it age 6--
the amendment, not H.R. 1-this bill would eventually permit a State
welfare department to force a mother with children from three up
to go to work, whether or not the mother in her estimate believed she
could handle her children and a job, and there are many mothers
who cannot. Let us take a mother with three children, for example. If,
in her opinion, and I am talking about her genuine opinion, she could
not carry a job and do right by her children and rear them respec-
tively-let's say she lives in a very rough neighborhood, which is very
common in this country-if she refused, in the first place $800 would
be immediately taken away from her subsidy. Obviously, three child.
dren and a mother cannot live on $1,600 if $2,400 is required.

She is required to place her children in day care without decent
standards. I think the legislative history on H.R. 1, particularly in
the House, clearly indicates that it is the desire not to h ave standards
in any way interfere with putting people to work. The child may be
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placed in a home, in fact, of necessity is going to be placed in a home,
of a woman that will be p aid $1.40 an hour, because that is what HEW's
statistics figure she ought to be earning up-to $60 for caring for six
children 10 hours a day. They are going to spend a year training this
woman on welfare who may or may not have the knowledge, the emo-
tional stamina to rear six children, and two of them can be under 3,
.can be infants.

We don't approve that type of care for 10 hours a day to children
who are already in families in which the odds of their growing u) to
be productive children ave been severely limited. To further handicap
a child by placing him in a child care situation that does not take
advantage of those 10 hours by giving the child the stimulation, the
medical attention, the attention a child needs to be well nurtured, is
only going to insure that most of those children will grow up to be
on the relief rolls.

I think there is example after example in the bill where in oiir
effort to try to make certain that parents live up to their obligation we
at least inadvertently, are damaging those children because the bilf
takes a disproportionate amount of money from those families in order
to punish the adults. The parents are going to eat. The amount of food
that is going to be consumed by adults is going to be just as much
whether or not we take the grant away from the father or 'Mother.
The children are going to get less.

I think there is instance after instance in the bill where these two
things are incompatible. I share the desire to see )arents support their
children, but I don't share it if it means we have to punish those
children because I think we all agree it is not the children's fault.

Senator CuRis. I agree. I was going to ask you one question, and
if you can give a brief answer, do you think that the problem in ref-
erence to children which you have discussed is greater under H.R. 1
as it passed the House than under existing law?

Mr. REI. Yes, sir.; we do.
Senator Cuwns. That is all, Mr. Chairman.
Senator HARRIS. I justwant to say that I agree with your testimony

in every particular. As I have said before, I think no bill at-all is
better than H.R. 1. It is not reform, and it may be that the best we
can do this year is to get some fiscal relief to the States and tbhen try
to educate the public and Congress to the point where we can pass a
real welfare reform.

I think another thing that is very significant about your testimony
is that it gets the focus back where it belongs in welfare reforni and
that is on children. So I appreciate very much your coming and giving
us your comments.

(The prepared statement of Mr. Reid follows. Hearing continues on
page 2051.)

STATEMENT OF JOSEPH H. REID, EXECUTIVE DIRECTOR, ON BEHALF OF TIlE CHILI)
WmLFARE LEAGUE OF AMERICA

SUMMARY

The Board of Directors of the Child Welfare League of America has affirmed
Its belief that there should be a national income policy with national standards
to assure that all people, including children, nay have at least a minimum stand-
ard of living sufficient to maintain health and human decency. These programs
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should be equitable, efficiently administered, and designed to encourage family
stability, protect the welfare of children, respect the freedom of persons to man-
age their own lives and provide incentives to productive activity and encourage
self-reliance.

Unfortunately, Title IV of HJ.. 1 is so Inadequate and inequitable that It will
prove harmful to the majority of the needy children and families covered under
Its provisions. It is a retrogressive rather than a reforming measure In terms of
what It does to needy families and children. The underlying purpose of welfare
assistance for children should be that no child will suffer when circumstances
leave him with no means of subsistance. This purpose is undercut when manda-
tory employment becomes the major purpose of an assistance program for fami-
lies with children. The administrative process In H.R. 1 Is antagonistic to the
concept of individual rights and unresponsive to the basic need of children and
families.

Some of the defects and inequities in Title IV include:
low federal benefit level; probable loss of benefits for 90% of current re-
cipients; no required state supplementation or federal snatching for volun-
tary supplementation; eligibility not based on current need; mandatory
work requirements for mothers of young children; complex and expensive
dual administration of programs by Departments of Labor and HEV, with
Labor inappropriately responsible for social services (including child care)
for 2.6 million families; high penalties, harmful to children, for failure of
parents to comply with various requirements relating to work, training,
vocational rehabilitation, drug and alcoholic abuse, quarterly reporting and
reapplications "de novo" every 24 months; liability of stepparents for sup-
port; lack of assistance for pregnant mother and unborn child; ceiling
on disregarded Income for child care; federal lien on assets of deserting
father without judicial action; federal criminal sanction against deserting
father: limitation of rights with respect to hearings and judicial review.

hild care provisions are inadequate, lack proper standards and adequate
funding, and will be harmful to children. Estimated cost figures provided by
HEW Indicate either a lack of concern for children or a deception as to cost
of chre.

Unfortunately, Title IV of H.R. 1 creates a welfare system which would make
conditions even worse than they presently are for needy children and their
families. The League must oppose legislation which is contrary to the best in-
terest of children.

Proposals have been introduced to Improve Title IV, Including Senator Ribi-
coff's Amendment, No. 599. Provisions of this Amendment are compared with
H.R. 1 provisions to Illustrate some of the defects In H.R. 1. Regardless of the
merits of the Ribicoff Amendment, however, its passage by the Senate would not
guarantee that an improved and acceptable Title IV would survive Conference.
It is therefore preferable that the Senate eliminate Title IV from the bill.

Title IV does not fulfill the purpose of the Administration's original proposal
for welfare reform, nor does it meet the principles and standards of the League
for a sound national income policy. Since it would be even more detrimental to
needy children and families than the present welfare system, the Board of the
Child Welfare League of America opposes Title IV.

The Board, however, is concerned about the fiscal problems of the States with
respect to welfare costs. As an alternative to Title IV, the League therefore,
supports proposals to ameliorate these pressing fiscal needs. States should be
helped at this time to maintain at least the 1971 level of grants and eligibility
standards. The League therefore recommends that additional federal aid be
given to the States to cover any rise in welfare expenditures over the States'
1971 costs, provided that they maintain their 1971 level of payments and eligi-
bility.

Until such time as a more adequate and equitable welfare reform bill can be
achieved, we believe that the combination of P.L. 92-223 and some measure of
fiscal relief for the States would be a more satisfactory solution to the present
welfare problems than the passage of Title IV of HR. 1.

In the meantime, we also believe there should be further study to develop
a welfare reform plan which will truly safeguard children.

Title V, Part B, of H.R. 1 limits the services available for needy families
with children to a list of twelve specific services, and adds new sections on foster
care and adoption services to the child welfare provisions of Title IV-B of the
Social Security Act.
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Present open-end funding for family planning and child care services is re-
tained, but all other services would be funded on a closed-end basis. Provision
for "statewideness" is eliminated, and no provision is made for maintenance of
state fiscal effort, nor is there any requirement that States provide services.

The League believes the provision for services to needy families with children
are inadequate. The League recommends that they should be comprehensive in
nature, mandated, available statewide, and funded on an open-end basis with a
required maintenance of state effort.

The League supports the provision to authorize an additional $150-$220 mil-
lion for foster care and adoption services in the States in future years. The
League recommends that there be a required maintenance of state fiscal effort
with respect to these programs and that the definition with respect to children
eligible for adoption subsidies should be broadened. "

The League recommends adoption of Senator Griffin's Amendment No. 411
to provide a National Adoption Information Exchange System utilizing com-
puterized modern data processing methods to facilitate the placement of chil-
dren for adoption.

STATEMENT

My name is Joseph H. Reid. I am the Executive Director of the Child Wetfare
League of America at 67 Irving Place, New York, New York. I am authorized
to speak on I.R. 1 and related legislation on behalf of the Board of Directors
of the Child Welfare League of America. We are primarily concerned with Titles
IV and V of H.R. 1.

Established in 1920, the League is the national voluntary accrediting organiza-
tion for child welfare agencies in the United States. It is a privately supported
organization devoting its efforts completely to the improvement of care'and
services for children. There are 378 child welfare agencies affiliated with the
League. Represented in this group are voluntary agencies of all religious groups
as well as nonsectarian public and private nonprofit agencies.

The League's primary concern has always been the welfare of all children
regliirdles of their race, creed, or economic circumstances. The League's special
Interest and expertise is in the area of child welfare services and other programs
which affect the well-being of the nation's children and their families. The
League's prime functions include setting standards for child welfare services,
providing consultation services to local agencies and communities, conducting
research. issuing child welfare publications; and sponsoring annual regional
conferences.

We have appeared before the Congress in the past on behalf of improving
public welfare programs for children and their families because we believe that
a family income sufficient to meet minimum standards of health and human
decency is essential for the healthy growth and development of children and
basic to any program of services for children. Fair and equitable treatment of
children and their families is essential, particularly when they are unable to
earn enough to meet minimal needs and therefore require public assistance.

The Board of Directors of the Child Welfare League of America has affirmed
its belief that there should be a national income policy with national standards
to assure that all people, including children, may have at least a minimum stand-
ard of living sufficient to maintain health and human decency. We believe such
a program should provide incentives, to productive activity and encourage self-
reliance. We believe these programs should be equitable and efficiently admin-
istered and should be designed to encourage family stability, protect the welfare
of children and respect the freedom of persons to manage their own lives.

Controversy over welfare reform has centered on a variety of issues--the
cost to taxpayers, the effects of a guaranteed annual income on the work ethic,
the number of unwed mothers, the plight of children whose fathers desert and
leave them dependent or. public funds, and the consequence to society of depriv-
ing children of adequate care and support.

These are pertinent issues of concern, and there are varying views on who or
what is to blame for the dependency of these unfortunate children. Some blame
the parents. others the malfunctioning of the social, economic and education
systems, racial discrimination, as well as government policies at all levels. The
fact remains that some seven and one-half million children are now welfare
recipients, living below the poverty level, inadequa-ely fed, housed and clothed.
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Many other children also live in poverty, because their families are not eligible
for aid. But one thing is certain, none of these children are to blame for their
condition.

A true welfare "reform" would change the system to insure that children
did not continue to suffer as a result of societal or parental failure.

We were encouraged by the President's 1969 Message on Welfare Reform which
included proposals for a national minimum income for families in need (Includ-
ing those with both parents in the home), equality of treatment for families
with children across the nation, simplification of the present welfare sytem, and,
for the first time at the federal level, the inclusion of the "working poor" among
those eligible to receive assistance. The President's Message also implied that
no family's assistance grant would be lowered because of the new plan. The
League supported those goals and principles.

Unfortunately, however, we believe Title IV of H.R. 1 Is so Inadequate and
inequitable that it will prove harmful to the majority of the needy children and
families covered under its provisions. It is a retrogressive rather than a reform-
ing measure in terms of what it does to needy families and children. It may pro-
tect state welfare budgets but it does not protect ;the children in need, which
should be the basic goal of a welfare reform.

COMMENTS ON TITLE IV, MT.R. 1

Title IV of H.R. 1 would replace the AFDC payments program, under present
,Title IV-A of the Social Security Act, with a new Title XXI. It would establish
two programs, Opportunities for Families Program (OFF) for families with an
"employable" member, administered by the Departmen of Labor, and Family
Assistance PlAn (PAP) for families without an employablee" member, to be ad-
ministered by the Department of Health, Education and Welfare. Both OFF and
FAP would establish a minimum federal payment to eligible families of $800 per
year for each of the first two persons in the family, $400 for each of next three
members, $300 for next two. and $200 for the next person. This would amount to
$2400 for a family of four. There would be an absolute maximum of $3600 for any
family with eight or more members. Beneficiaries of these programs would be
ineligible for food stamps.

It is estimated that these programs would affect one out of every eight families
in America. Therefore, it is particularly important to note whether they are
equitable programs or whether they unfairly discriminate against this large
number of families and children.

The original and underlying purpose of welfare as stance for children was
that no child should suffer when circumstances leave him with no means of sub-
sistence. This purpose Is undercut when mandatory employment becomes the
major purpose of an assistance program for families with children, because chil-
dren's needs are then ignored. (A comparison of the purpose clause for AEDO in
Section 401 of the Social Security Act with the purpose clause in Section 401 of
Title IV of H.R. 1 Illustrates a change of intent harmful to children.)

The administrative process in H.R. 1 is antagonistic to the concept of in-
dividual rights and entitlements and unresponsive to-the basic needs of children
and families. There are even fewer protections in this bill than in the former
versions of FAP in the last Congress.

The following discussion indicates some of the defects and inequities found in
Title TV which are disadvantageous to children:

There would be a probable loss of benefits to 90% of the current welfare
recipients because of the low Federal payment levels and lack of mandatory
state supplementation to meet current levels of payment (including food stamps)
in the 45 states which presently pay more than the Federal minimum payment
level of $2,400 for a family of four. Nor is there any provision for federal match-
ing funds to encourage states to supplement on a voluntary basis.

It might be noted here that the $2,400 payment level for a family of four,
equals the payment of $2,400 to an adult couple under Title III of I.R. 1, which
provides assistance for the needy aged, blind and disabled. The lower payment
level for the family programs illustrates the discrimination against children
and families. In addition, each family is permitted only $1,500 of resources
under Title IV, whereas each individual is permitted $1,500 of resources under
Title 1I!.

The $3,600 maximum payment for families with eight or more members also
represents a cutback, since only six states now limit the maximum family grant.
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The administration of dual programs by two Departments with eligibility
based on "employability" presents a more complex structure bound to create
more "red tape" difficulties for families, as well as higher administrative costs.
Changes within the family would result in changed eligibility for OFF and PAP.
Child birth, the rise in age of children, family separation, or illness would all
be factors in switching back and forth from one program to another.

Under H.R. 1 mothers of children over three are required to register for work
or training (unless a male member of tho family is registered and accepts work
or training). A single mother would therefore ibe eligible for FAP until all her
children were over three; she would then be switched to OFF. An OFF mother
would be switched to PAP upon the birth of another child. If parents separated
the mother and children might be switched from OFF to PAP depending upon
the age of the children. If the only employable person in the family became
disabled, the family would be switched to FAP.

Constant shifting and redeterminations of eligibility and benefit levels result
in unnecessary and excessive administrative expense. The inevitable result would
be confusion for recipients, and delayed or lost payments, to the detriment of
the children and family involved.

OFF would give the Department of Labor primary responsibility for an esti-
mated 2.6 million families with 13.5 million persons. The Secretary would also
be responsible for providing supportive social services for some 3 million "em- -
ployables." We believe this is an inappropriate function for the Department of
Labor and not in the best interest of children. The Labor Department is not
skilled in delivery of social services or child care.' Moreover, duplicating systems
of social services are uneconomical as well as undesirable. Social service pro-
grams should remain a primary responsibility of the. Department of Health,
Education, and Welfare.

In order to be eligible to receive benefits under Title IV programs, a person
who is found to be employable, must not only have insufficient income, but must
also register and accept work or training. Failure to do so will result in an $80o
loss of benefits. (Under present law the penalties for failure to accept work or
training vary from state to state, and usually equal that portion, of a family's
grant budgeted for the needs of the person refusing employment.) Under H.R. 1,
$800 would be automatically cut off the family's grant for the first member of the
family who refused. This would leave a family of four with $1600-a cut of one-
third. This is a disproportionate amount of the grant and penalizes the children
in the family since all four persons would have to survive on that amount.

Another penalty for refusal to register and accept work and training under
H.R. 1 is the prohibition against paying any part of the family benefit to the
member of the family who so refuses. Therefore, payments must be made to an-
other responsible family member (if there is one) or to a third party. If a family
consisted of a mother with three children, and the mother refused work because
she wished to care for the children, not only would her grant of $800 be elimi-
nated; but the children's share of assistance could not be paid to her. Payment
would then have to be made to a third paftf WithoutT-Wgard to the mother's
ability to manage funds or care for her children. This is a punitive measure,
particularly for mothers who wish to care for their children, and is a derogation
of parental rights without a Judicial determination of neglect or inability to
manage money.

If a family member is deemed unemployable because of incapacity, he is re-
quired to accept referral to vocational rehabilitation services. Quarterly review
of all such cases, except those of permanent incapacity, is required. This will
mean higher administrative costs. Failure to accept vocational rehabilitation is
penalized in the same way as failure to accept work or training, with the same
disadvantage to children in the family.

Persons deemed unemployable because of drug or alcohol abuse are eligible
for benefits only so long as they undergo approved treatment for their addic-
tion. If they fail to accept or to continue in treatment their benefit is eliminated
from the family's grant, to the disadvantage of other family members. Many
treatment programs for addicts and alcoholics are unable to hold patients in
treatment because not enough is yet known about how to conduct such therapy
successfully. To terminate family benefits on this account is a cruel deprivation
to children in the family, and likely to increase illegal activities on the part of
addicts as well.

I See Appendix. p. 2047.
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Other reasons for termination of benefits is the lack of cooperation on the
part of a deserted mother to identify, and file a court order against, the de-
serting parent, even in cases where the mother may have good reason not to
wish reinvolvement of the father and knows that support cannot be obtained
from him. Again-a severe deprivation for the children.

Even more dangerous is termination of the entire family benefit if any mem-
ber of the family should fall, to apply for and obtain any other benefits due
them under other programs within 80 days after notice from the Department of
Health, Education and Welfare. This is a severe penalty for a relatively minor
administrative problem.

Eligibility for assistance is determined quarterly ani eligibility is not based
on current need. Income for the past three quarters is taken into account. A
destitute family might have to wait as long as 90 days to become eligible if
past income had been higher than the minimum benefit This policy might mean
permanent ineligibility for seasonal or migrant workers. In addition only $100
of emergency assistance per family could be provided in such circumstances.
The disastrous results are obvious. Current law bases eligibility on current
need regardless of past income.

Under all but one state law, stepparents are not legally responsible for
the support of stepchildren. Under H.R. 1 however, the income of a stepparent
is assumed to be Income to the family regardless of whether or not it is actually

available. Stepparents may in fact be supporting their own children. This pro-
vision, illegal under state law, means that stepchildren will be deprived of aid,
and it is a disincentive to marriage and family stability.

Since the H.R. 1 definition of family and child makes a child ineligible until
it is born,1 no prenatal assistance is available on behalf of that child or mother.
Since lack of proper prenatal care may result in the birth of a defective or
retarded child this, too, is a shortsighted policy, costly to the nation, and
another deprivation for poor children. Presently, AFDC law permits assistance
for pregnant women.

Applications for assistance must be made "de novo" every 24 months and it is
the responsibility of the recipients to apply in time, If they fall tolo so, benefits
are automatically cancelled.

Quarterly information reports are required from recipients, and benefits are
suspended if the reports are not filed on time. In addition, fines are imposed for
delays or failures to report. Since fraud provisions cover all recipients, and in-
formation about change of status is required whenever it occurs, such reports
seem unnecessary and create burdensome tasks both for recipients and adminis-
trators. (The Internal Revenue Service requires less reporting for tax purposes,
although the percent of estimated tax fraud is far higher than welfare fraud.)

Another provision designed to prevent fraud and abuse, according to Secretary
Richardson's testimony before the Senate Finance Committee on July 27, 1971,
is the ceiling on disregarded earnings. Although student earnings, irregular income
and costs of child care are to be disregarded when computing benefits, a ceiling
of $2000 for a family of four is imposed for the total of these three items. A mother
with two or more children needing child care might easily need to spend more
than $2000 in child care payments, but she will lose money if she spends over this
amount. This ceiling will therefore encourage her to place her children in cheap-
er, poorer child care, and is damaging to children.

The theory seems to be that all must suffer in order to prevent fraud and abuse
by a small percentage of recipients. Is it really necessary to harass all welfare
recipients in order to prevent fraud by a few? The implication of these provisions
seems to be that welfare recipients are guilty until proved innocent.

The provisions dealing with deserting fathers are a federal usurpation of pres.
ent state responsibility with respect to phild support-but only in so far as assist-
ance families are concerned. This creates discriminatory double standards based
on the economic status of the family. Under Section 2175 a deserting parent,
whose family required public assistance, would be obligated to the federal govern-
ment for all OFF and FAP payments made to his family (excluding any sup-
port payments he provided) but not exceeding the amount ordered by a court if
there had been Judicial action.

1 It is strange to -note, however, that the only work priority in H.R. 1 is given to preo
nant women and mothers under 19, despite the fact that they need not register for worV
or training from the time the child is born until he reaches his third birthday.
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This obligation to the government would be collectible from amounts due the
parent from any Federal agency or program, including OASDI. Apparently puta-
tive parents for whom there was no court order of support outstanding would be
liable for the entire sum without any judicial determination as to their liability
or legal responsibilty to support. However, if a parent deserted but the family
did not require public assistance, he would only be liable to his family for an
amount ordered by a court.

Section 2176 makes It a federal crime for a deserting parent of children re-
ceiving assistance to move in interstate commerce to avoid responsibility for
support. This misdemeanor Is punishable by a fine of $1000 and/or a year's im-
prisonment. Parents whose children are not receiving assistance, however, are
not guilty of a federal crime If they act in the same manner.

The provisions with regard to hearings and judicial review limit the rights of
recipients with respect to hearings challenging administrative decisions. Judicial
review as to the facts is not permitted. This denies a basic safeguard against
unreasonable or unfair administrative action.

Limitations may be placed on the representation of claimants by persons other
than attorneys. Present regulations permit representation by legal counsel, rela-
tive, friend or other spokesman, as well as permitting assistance in the applica-
tion and redetermination process by individuals of the recipient's choice. We
believe there is no reason to change these free choice regulations. A recipient's
right to administrative hearings may be unduly restricted because there would
be liability for repayment of grants paid during the hearing process if the de-
cision is adverse to the recipient.

CHILD CARE

Of major concern to the Child Welfare League of America are the child care
provisions of H.R. 1. The League submitted a Statement on Child Care to the
Committee on Finance for the record of the Child Care Hearings held Septem-
ber 22-25, 1971. Pertinent parts of that Statement, updated In the light of de-
velopments since that date, are attached as an Appendi to this Statement on
H.R. 1. We wish to emphasize that the League's child care principles 1 are the
basis for discussion of child care services, whether pertaining to H.R. 1 or any
other legislation.

We believe that the child care provided by H.R. 1 fails to meet these principles
and will be harmful to children. Statements of the Administration during Hear-
ings on S. 1512, and the Committee's Hearings on Child Care confirm our be-
liefs that the primary thrust of the child care in H.R. 1 is not to serve children.

Clear evidence that the Administration views the child care provisions of H.R.
1 as a means to move mothers off the relief rolls rather than as a service to
protect and help children can be found in the current cost projections for day
care that were furnished to the Congress by the Departmentof Health, Educa-
tion and Welfare.' "m These cost figures Indicate either an almost total lack of

-concern for children, or the Department of Health, Education and Welfare Is
deceiving the Congress as to the costs of care.

In 1967, HEW provided Cogress with cost figures for "foster day care" (more
usually termed "family day care"). This type of child care is defined by HEW
as "the care of a child in the home of someone other than his own." Family day
care, rather than care provided In day care centers, is the care most likely to be
used for a majority of children in H.R. 1 programs. In 1967, HEW estimated that
the overall per child cost was $2372 for "desirable", $2032 for "aceptable", and
$1423 for "minimum", foster day care."

But in 1971, HEW furnished new estimates for the FAP Day Care Program.
They dropped the designations of "desirable", "acceptable", and "minimum", and
substituted "developmental care" and "custodial care." Family day care Is now
estimated to cost $781.92 at the "custodial" level and $866.40 at the "develop
mental level."' "Developmental care" Is intended to Include comprehensive nu.
tritional, health, and educational components.

See Aptndix, p. 2047.
eU.. nate, Subcommittee on Employment, Manpower, and Poverty and Subcom-

mittee on Children and Youth of the Committee on Labor and Public Welfare, Jott
Hearinga ots R. 1512, June 16, 1971, pp. 780-788.* U.. Senate, Committee on Finance, OTMd Oare Heartns, September 22, 1971, p. 229.

4 Joint Hearinge on R. 151,, p. 786.
4'Th, p. 791, and OMW Oare Hearings, p. 229.
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Based upon the 1971 cost projections of HEW for FAP day cnre, children re-
ceiving this "developmental care" would receive the lowest form of "ware-
housing" care. The child caring person would be paid either $1.17 or $1.40 an
hour depending upon whether she cared for five or six children. She would work
a 10-hour day with no other helping adult. $10 a year per child would be spent
to train her. $20 a year would be spent on each child for medical and dental
examinations and referral. Forty cents per child per day would be allowed for
food and kitchen supplies. It is assumed that this will provide two meals and
snacks for each child.

If $2372 per year was necessary for "desirable care" in 1067, by what miracle,
after four years of inflation, can "developmental care" be provided by approx-
imately one-third the cost?

It appears that H.R. 1 child care may be permitted to meet different, lower
standards than other child care programs would be required to meet. In the
House debate on the child development legislation in S. 2007, it was alleged that
the standard of child care in H.R. 1 need not be comparable to that proposed
under the Child Development Act. Given the proposed estimates for child care
funding under H.R. 1, it can only be custodial low quality care. That is harmful
to children.

The Child Welfare League believes that all children deserve similar child
care programs of good quality, and no child should receive second-rate, inadequate
services because his faimly falls in the category of "unemployed poor" or "work-
ing poor."

The Child Welfare League of America believes that the floor for child care
programs should be the Federal Interagency Day Care Requirements of 1968.
Although these requirements have not been evenly enforced at. the Federal, State
and local level,-theoretically, all Federally funded child care programs must meet
them. In the House debate, however, it was implied that H.R. 1 child care would
be exempt from these quality standards. This would establish a double standard
for child care that would penalize children in H.R. 1 programs.

The quality of child care required is not the additional 150,000 preschool "slots"
and the additional 800,000 school age "slots" contemplated by the Administration.
The Administration testified in the Child Care Hearings that, in female-headed
families alone, 2.6 million children would need child care under the OFP pro-.
gram of H.R. 1.1

Against this need, the Department of Health, Education and Welfare estimated
that there were presently 638,000 licensed spaces in centers and family day care
homes." At the least, this would indicate a need for-many more additional "slots"
for female-headed families alone, rather than the 450,000 contemplated under
H.R. 1.

The child care provisions of H.R. 1 are not acceptable to the League for the
reasons cited here and in our previous testimony contained in the Appendia' to
this Statement. The League believes that the child care provisions of H.R. 1 will
be harmful to children and therefore opposes them.

Unfortunately, Title IV of H.R. 1 creates a welfare system that would make
conditions even worse than they presently are for needy children and their fam-
ilies, despite the inclusion of the working poor and rhetoric about federal mini-
mum income to meet the basic needs of families and children.

Since the Child Welfare League of American was established to aid children
we must oppose legislation which is contrary to their best interest. We believe
children deserve the protection of the state, which traditionally has served as
"parens 1*atriae." But H.R. 1 is not designed to protect children or provide wel-
fare assistance for children in need unless their parents fulfill certain conditions.
Under Title IV provisions, children are used as instruments to control the be-
havior of their parents. H.R. 1 distorts both the traditional purposes of welfare
and the concept of the state as "parens patriae" for children,

PROPOSALS TO IMPROVE TITLE IV

Because of the numerous deficiencies noted in Title IV, alternative bills and
amendments have been introduced to improve Title IV as well as other Titles in
H.R. 1. These include Senator Harris' bill, S. 2747, "Family Income and Work In-

C Ohild Care Hearings. p. 151.
'Department of HEW, SRS, NCSS Report CW-1(69), Child Welfare Statistios, 1969,

table 18, p. 28.
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centive Act of 1971," Senator McGovern's bill, .. 2372. "Adequate Income Act
of 1971," and Amendment 599 to H.R. 1, introduced by Senator Ribicoff.

Many Senators and Governors, believing Title IV as passed by the House to be
inadequate and inequitable, have co-sponsored or supported the Ribicoff Amend-
ment. A number of organizations opposed to the punitive and discriminatory as-
pects of Title IV are also supporting this Amendment. The substance of the Ribi-
coff Amendment when compared to the present H.R. 1 provision points out many
of these defects. .

DESCRIPTION OF PROVISIONS IN RIBICOFF AMENDMENT
AND COMPARISON WITH H.R. 1

Ribicoff Amendment H.R. 1

1. PAYMENT LEVELS

(a) No beneficiary would receive less (a) No such protection-90% of pres-
than amount now received. ent recipients may receive less.

(b) Initial federal payment level of (b) Federal payment frozen at level
$3000 for a family of four. No maxl- of $2400 for four; $3800 maximum for
mum payment for large families, family of 8 and over.

(c) Payment levels increased each (c) No increase in federal payment
year until by 1976 no recipient would levels; no adjustment for changes in
receive less than the poverty level ad- cost of living.
Justed annually for rises in the cost of
living.

2. STATE SUPPLEMENTATION'

(a) States whose welfare payment
plus food stamp benefits now exceed the
levels set by this bill would be required
to make' supplemental payments. The
federal government would pJay 30% of
these supplemental payments.

(a) No requirement that states main-
tain current past payment levels or add
value of food stamps. Supplementation
would be optional, with no federal
matching funds.

3. STATE FISCAL RELIEF

(a) Over the next five years no state
would have to pay more than 90%, 75%,
50%, 25%, and 0% of its calendar 1971
public assistance cost. Thus by 1976, the
welfare program would be fully fed-
eralized.

(a) States protected only against in-
creased cost over calendar 1971 ex-
penditures.

4. WORK INCENTIVES, WORK REQUIREMENTS AND PENALTY

(a) The working poor would be al-
lowed to retain $720 plus 40% of any
additional income without loss of bene-
fits.

(b) $1.2 billion authorized for pro-
vision of at least 300,000 public service
Jobs.

(c) All job referrals would have to be
at the prevailing wage rate but in no
case less than the federal minimum
wage.

(d) Mothers with children under age
6 would be exempt from work require-
ments and no recipient would be re-
quired to undergo work training unless
suitable child care and a Job following
that training were available.

(e) Penalty for refusal to accept
training or work, $1,000 for eaclt of first
two members, $500 for each of next
three and $400 for each additional.

(a) The working poor would be al-
lowed to retain $720 plus one-third of
any additional incomes without loss of
benefits.

(b) $800 million authorized for pro-
vision of 200,000 public service jobs.

(c) Referrals to Jobs in private sector
could be at wages as low as three-quar-
ters of the federal minimum wage
($1.20/hour) Public service jobs would
pay federal minimum $1.00.

(d) Mothers with children over 3
would be required to register for work.
No guarantee of suitable child care prior
to work or training.

(e) Penalty-$800 for each of first
two, $400 for each of next three, $800 for
next two, $200 for each additional.
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I. OUILD CAM

(a) $1.5 billion would be made avail-
able for child care services; $100 million
for construction, $25 million for person-
nel training.

(b) Requires day care standards to
conform with Federal Interagency Re-
quirements of 1968.

(a) $700 million for child care, $50
million for construction.

(b) No criteria for day care stand-
ards to be established by Secretaries of
HEW and Labor.

6. ELIGIBILITY AND ADMINISTRATION

(a) Eligibility would Include singe
individuals and childless couples.

(b) Eligibility based on current need.

(c) No need to reapply "de novo"
after two years.

(d) Procedural changes to assure due
process, including right to counsel, no
tice, hearings, written decisions, equit-
able income reporting.

(e) Elimination of residency require.
ments.

(f) Equitable provisions for U.S. ter-
ritorial possessions.

(g) Protection of employee rights.

(a) 80 million

(a) $22.41 billion

(a) The provisions of existing law
regarding social services open and au-
thorization would be restored, eliminat-
ing H.R. l's ceiling on these services.

(b) The Department of Labor would
be required to utilize HEW supported
programs in providing necessary serv-

4p, ices.

(a) No coverage for single individuals
or childless couples.

(b) Eligibility based on earnings in
prior quarters which may result in de-
lays of benefits and dental of benefits
to migrant and other seasonal workers.

(c) Recipients must reapply "de
novo" after two years or lose all bene-
fits.

(d) Claimant's rights not adequately
specified.

(e) States allowed to retain state resi-
dency requirements.

(f) No such provisions for U.S. ter-
ritories.

(g) No protection of employee rights.

(a) Closed end-ceiling on social serv-
ices authorizations, except for child care
and family planning.

(b) Possibility of Department of
Labor programs parallel to HEW serv-

As the above comparison demonstrates, the Ribicoff Amendment would make
many necessary improvements in Title IV. However, it does not eliminate other
objectionable sections of H.R. 1 dealing with methods of determining eligibility;
work requirements for mothers of children over 6; high penalties for refusal
to register, or accept work, or training, or vocational rehabilitation services;
penalties for drug addicts and alcoholics when treatment fails; high penalty
for failure to apply for other benefits; $100 limit on emergency assistance; lack
of aid for pregnant mother and unborn child; liens on federal assets for puta-
tive fathers' failure to support; federal criminal sanctions against deserting
fathers; and the administrative problems caused by categorization of recipients
by employability status, into two programs administered by two Departments,
Labor (OFF) and HEW (FAP).

We are sympathetic with those who wish to change-and improve Title IV,
but regardless of its merits, we do not agree that passage of the Ribicoff Amend-

7. ESiTIMATED NUMBERS OF ELIGIBLE PERSONS

(a) 19.3 million

8. ESTIMATED COSTS

(a) $15.9 billion

9. SOCIAL SERVICES- (TITLE V, PART B)
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ment on the Senate floor would guarantee that an improved and acceptable Title
IV would emerge from Conference. It is much more likely that only Title IV
in its present form could survive. And this is exactly what supporters of the
Ribicoff Amendment agree is unsound legislation. It would therefore be pref-
erable to eliminate Title IV from the Senate bill entirely, and take H.R. 1 to
Conference without Title IV.

ELIMINATION OF TITLE IV FROM H.R. 1 AND RECOMMENDZD ALTERNATIVE

Title IV does not, In fact, fulfill the desired purposes of the Administration's
original proposal for a national income policy to provide at least the minimum
essentials for life for all needy families with Ohlldren, equality of treatment
for those families throughout the nation, and a simplification of the present
welfare system. Nor does Title IV meet the principles and standards of the
Child Welfare League of America for a sound national income policy to assure
that families and children have at least a minimum standard of living sufficient
to maintain health and human decency, and designed to encourage family sta-
bility, protect the welfare of children and respect the dignity and freedom of
persons to manage their own lives.

Instead, Title IV Is so inadequate and inequitable that we believe it would
prove even more detrimental to needy children and families than the present
welfare system. Title IV does not protect the families and children In need,
which should be the basic goal of any welfare reform.

The Board of Directors of the Child Welfare League of America, therefore,
opposes Title IV of H.R. 1 and recommends that It be eliminated from the bill.

The Board, however, Is also concerned about the fiscal problems of the States
with respect to welfare costs. As an alternative to Title IV, we therefore support
proposals to ameliorate these pressing fiscal needs, and recommend passage of
legislation that will provide additional federal aid to states to meet rising wel-
fare costs. Increasing need may be anticipated particularly during periods of in-
flation and unemployment.

We believe States should be helped at this time to maintain at least the 19M1
level of grants and eligibility standards in order to protect needy families and
children. We therefore recommend that additional federal aid be given to the
States to cover any rise In welfare over the States' 1971 costs, provided that the
States maintain their 1971 level of payments and eligibility.

Senators Percy, Ribicoff and Nelson have proposed legislation of this nature
in the Senate, and Representatives Mills and Collins have also Introduced a
similar proposal in the House.

In addition, P. L. 92-223, amending work requirements in the present AFDO
law, was passed just before Congress adjourned for the recess. It becomes effec-
tive in July 1972. Although this bill has some defects which should be corrected
before July, It doeb provide increased financing for supportive services, includ-
ing child care, for the WIN program, to be administered by State welfare agen-
cies. The bill also provides priorities for the work and training programs, giving
first priorities to unemployed fathers and mothers who volunteer, and it exempts
mothers of preschool children from work or training requirements.

Until such time as a more adequate and equitable welfare reform bill can
be achieved, we believe that the combination of P. L. 92-228 and some measure
of fiscal relief for the States would be a more satisfactory solution to the pres-
ent welfare problems than the passage of Title IV of H.R. 1.

We therefore hope that the Senate will eliminate Title IV and provide addi-
tional fiscal relief to the States for welfare purposes.

In the meantime, we also believe there should be further study to develop
a welfare reform plan which will truly safeguard children. There seems to be
confusion both in Congress and in the nation as to proper policies with respect
to children. On the one hand, both Houses of Congress passed the child develop-
ment bill contained in S. 2007, which was subsequently vetoed by the President.
This was a bill designed primarily-to help children. On the other hand, the
House passed Title IV of H.R. 1 (albeit under a closed rule) containing day
care plans and other measures which disregard children's needs. These bills
have different philosophical bases and illustrate the kind of conflicting opinions
that need to be resolved before sound welfare reform for children and families
can be achieved.
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COMMENTS ON H.R. 1, TITLE V, PART B-Ntw SocILo SERvIcEs PnovxsioNs

Title V, Part B, amends the Social Security Act with regard to services for
needy families with children and the needy aged, blind or disabled. It also adds
new sections on foster care and adoption services to the child welfare provisions
of Title IV-B of the Social Security Adt.

Section 511(a) defines services for those families with children who would
receive assistance under the Title IV provisions of H.R. 1. It amends present
Section 406(d) of the Social Security Act. The present law defines Yamily serv-
ices broadly as:

"Services to a family or any member thereof for the purpose of preserving,
rehabilitating, reuniting, or strengthening the family, and such other services
as will assist members of a family to attain or retain capability for the maximum
self-support and personal independence."

The new language defining services for Title IV families and children is now
limited to a list of the following twelve specific services: family planning, child
care I services to unmarried girls who are pregnant or already have children,
protective services, homemaker services, nutrition services, housing services,
educational services, training and employment services, emergency services, in-
formation and referral services, and services to meet problems of drug or alcohol
abuse.

Section. 511(b) defines the services that would be authorized for the aged,
blind, or disabled category in Title III of HR. 1, by providing a list of eight
specific services as follows: protective services, homemaker services, nutrition
services, housing services, emergency services, supportive services (including
child care) to facilitate training or work, services to meet problems of drug
or alcohol abuse, and information and referral services.

The League suggests retaining the present language of Section 406(d) of
the Social Security Act with respect to services. Alternatively, general language
could be added so that other services could also be made available. Children
as well as the aged, blind and disabled may need services other than those
specifically listed.

Section 512 authorizes an appropriation of $800 million for FY 1973 for train-
ing of personnel and the specified services for persons receiving assistance under
Title III and Title IV of H.R. 1. This changes the present open-end financing
of services for assistance-connected recipients to a closed-end appropriation,
except for family planning and child care services, which will continue to be
open-ended.

The allotment formula for the appropriation is based on the States' Federal
share of expenditures for services and training for the preceding fiscal year and
in no case shall this amount exceed the Federal share for such expenditures in
the preceding fiscal year. This limits growth in the development of services for
needy persons and is particularly dangerous to States that have not yet fully
established their services programs. Moreover, in times of economic stress when
assistance caseloads rise, there will be no additional money available despite the
greater number of persons eligible for services. We believe that funding for all
services for needy persons should be based on open-ended appropriations. Child
protective services, in particular, must be universally available and should be
financed on an open-end basis.

The bill does not mandate that any services must be offered in the States.
Nor is there any provision for a "maintenance of state effort" for social service
expenditures. The necessity for "statewideness" of services is also eliminated.
As a result, we believe that these service provisions of Title V are inadequate
for needy families with children.

Limitations on "statewideness" should be made only for specific and time-
limited programs such as experiments or demonstration project Otherwise, the
limitations on "statewideness" could result in the discriminatory use of social
services.

We believe that services need to be universally available for children and
most certainly must be assured for low income families covered by Title IV. We
therefore believe they should be comprehensive in nature, mandated, available
statewide, and funded on an open-end basis with a required "maintenance of
state effort." Even now, no State is adequately funded to provide the necessary
services for families and children. In addition, better quality as- well as greater

I In the context of this bill "child care" means day care services.
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quantity of services is needed in most States. To substitute the provisions of
Title V for the language now In the Social Security Act will result in less, rather
than more, services if Federal funds are merely substituted for State funds.

We believe that social services provided for recipients under Title IV should
be a responsibility of the Department of Health, Education and Welfare. They
should not be limited to supportive services for manpower programs and social
services should not be administered by the Department of Labor.

FOSTER CARE AND ADOPTION

Section 518 deals with foster care and adoption services to be provided under
Title IV-B of the Social Security Act. It provides authorization for special
funds for foster care and adoption services in the States, in addition to the funds
already authorized for child welfare services under Section 420 of the Social
Security Act. $150 million would be authorized for the first year, increasing
annually to $220 million for the fifth and succeeding years. There would be
Federal matching of 75% up to the amount of the State's allotment.

Foster care services are broadly defined to include:
(a) payments for foster care (including medical care not available under

the State's plan approved under Title XIX or under any other health pro-
gram within the State) of a child for whom a public agency has responsi-
bility, made to any agency, institution, or person providing such care, but
only if such foster care meets standards prescribed by the Secretary, and.

(b) services and administrative activities related to the foster care of
children, such as finding, evaluating and licensing foster homes and in.
stitutions, and providing services to enable a child to remain in or return
to his own home;

Adoption services are defined as:
(a) services and administrative activities related to adoption, including

activities related to judicial proceedings, determinations of the amounts of
the payments described in subparagraph (b), location of homes, and all
activities related to placement, adoption and post-adoption services, with
respect to any child, and

(b) payments (subject to such limitations as the Secretary may by
regulation prescribe) to a person or persons adopting a child who is physically
or mentally handicapped and who, for that reason, may be difficult to place
for adoption, based on the financial ability of such person or persons to meet
the medical and other remedial needs of such child.

NEED FOR FEDERAL FUNDS FOR FOSTER CARE AND ADOPTION SERvICES

The pressing need for additional federal funding of foster care services has
been emphasized by the States and counties, as well as by the League, for many
years. Foster care has never been adequately financed and federal expenditures
for this purpose have been well under 10% of total expenditures made by States
and localities.

In 1967, Chairman Long and other Senators introduced foster care bills as
amendments to the "Social Security Amendments of 1967" which would have
helped relieve the tremendous burden of the States and counties. The Senate
passed such an amendment to provide federal sharing of foster care costs, but
unfortunately, this provision was lost in Conference.

We are pleased that the Administration and the House have now joined the
Senate in acknowledging the acute need for federal funding in this area and have
provided for an additional authorization for foster care and adoption services in
the States.

MAINTENANCE OF STATE EFFORT FOR CHILD WELFARE SERVICES

If the proposed additional federal funding of $150 to $220 million for foster
care and adoption services is to help extend and improve foster care and adoption
in the States however, there must also be a requirement that the States maintain
their previous fiscal efforts in this program area. It is essential that States add
the new Federal funds to their present expenditures in order to Improve both
the quality and quantity (f foster care and adoption services. A mere substitution
of Federal funds for 'State funds will not help the children who are presently
without adequate care.
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SUBSIDIZED ADOPTIONS

Section 518 adds a new Section 427 to Title IV-B of the Social Security Act.
Section 427(a) (2) (B) would authorize payments to adoptive parents to meet the
costs of medical and remedial care for physically and mentally handicapped
children, if the-parents are financially unable to do so. This is a limited subsidy
for the adoption of such children who would otherwise be "hard-to-place."

Physically and mentally handicapped children, however, represent a small por.
tion of the so-called "hard-to-place" children. Funds for subsidized adoptions
are primarily needed in order to make adoption possible for minority group
children.

Subsidy makes 'adoption possible for children who otherwise would remain in
tax-supported foster care until they reach adulthood. Many prospective adoptive
parents who could provide good permanent homes for these children cannot
afford to do so unless some financial aid is available for child support. These
children, therefore, lack the security of a permanent family and must remain in
foster care during their entire childhood. Moreover, subsidized adoption would
benefit the taxpayers as well as the children since the costs of subsidizing an
adoptive child are much less than maintaining the child in foster care. States
could save the administrative costs of foster care as well as some of the cost of
foster payments. Temporary subsidies of up to $1200 per year would permit
adoption of thousands of children now in foster care at many times the cost.

We would recommend that Section 427(a) (2) (B) be expanded to include
federal financial help for general State programs of subsidized adoptions.
Fourteen States (California, Delaware, Illinois, Iowa, Maryland, Michigan,
Minnesota, New York, North Dakota, Ohio, Oregon, South Dakota, Texas and
Washington) presently operate subsidy programs for adoptions.

NATIONAL ADOPTION INFORMATION EXCHANGE SYSTEM

Senator Griffin's Amendment No. 411 to H.R. 1 authorizes $1 million for a
Federal program to help find adoptive homes for hard-to-place children. The
amendment authorizes the Secretary of HEW to "provide information, utilizing
computers and modern data processing methods, through a national adoption
information exchange system, to assist in the placement of children awaiting
adoption and in the location of children for persons who wish to adopt children,
including cooperative efforts with any similar programs operated by or within
foreign countries, and such other related activities as would further or facilitate
adoption."

This program is patterned after the Adoption Resource Exchange of North
America (ARENA), which was established by the Child Welfare League of
America In 1967. Its purpose is to bring together for adoption those children for
whom public and private adoption agencies in the United States and Canada
can find no adoptive families, and families for whom agencies have no children.
A particular objective of ARENA has been to find more homes for children of
minority groups, children of mixed racial background, and children with physical
or psychological handicaps. Agencies register children who are waiting to be
adopted, and families who are waiting to receive a child. Thus ARENA makes
the adoption agencies of North America a part of a large network of adoption
resources. This effort helps to overcome uneven availability of homeless children
and suitable adoptive families.

The Griffin amendment would make such a program even more effective by
providing for the utilization of computers and modern data processing methods.
Such a computerized system would encourage and make possible many more
registrations of children and families than is presently humanly possible. More-
over, the computer process is cheaper than any other method and would greatly
cut the cost per placement. The estimated average expenditure for each ARENA
adoption placement in 1971, without computerized data processing methods,
was $285.

Not only would this new system make possible the placement of many more
children who would otherwise remain without adoptive homes, but it would also
be a saving to taxpayers since adoption of children would remove them perma-
nently from the need for foster care. The estimated average anTr4 per capita
cost is $2900 for foster care. Thus, each infant placed for adoption could "ve
society between forty and fifty thousand dollars of foster care costs during its
childhood years.
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We urge support for this Amendment, which would establish a Federa1 system
to provide modern methods for a national adoption information exchange to

assist and facilitate the placement of children for adoption.

In conclusion, we wish to thank the Chairman and the Committee for their

courtesy in permitting the Child Welfare League of America to present its views

on these matters of such vital concern to children and their families

APPENDIX TO STATEMENT ON H. 1

PERTINENT EXCERPTS RE H.R. 1 CHILD CARE FROM STATEMENT ON CHILD CARE PRE-
PARED FOR SENATE FINANCE COMMITTEE HEARING, SEPTEMBER 22-24, 1971

The Senate finance Committee has asked for comments on the legislation per-
taining to child care now pending before the Committee. The Child Welfare
League of America is therefore offering its views on child care since this is one
of the League's particular concerns.

The Child Welfare League of America Standard8 for Day Care Sarvfce. orig-
inally published in 1960, was revised in 1969. These Standards, prepared by a
national committee of experts, are approved by the Board of Directors of the
League. Both nationally and internationally the CWLA Stantdards are exten-
sively used and widely recognized as representing day care practices cor 'Riderel
to be most desirable. They offer a base for evaluating the performance of child
care agencies and adequacy of existing or proposed childcare programs.

The following comments and recommendations are based on League Standards
and other policies previously approved by the Board of Directors of the League.

CHILD CARE PRINCIPLES

There are certain basic principles which should be incorporated in any child
care legislation no matter what its primary purpose may be-whether to improve
opportunities for disadvantaged children, to serve as an adjunct to work and
training programs for public assistance recipients, to help provide safe care for
children whose parents are unable to do so, or to provide developmental services
for children whose parents need or want them.

These principles include the following:
1. The well being of the child should be the prime consideration in child care

programs.
2. Child care programs should be available to all families and children who

require them:
(a) Child care should be available to all children in need of such care

regardless of the socio-economic circumstance or employment status of the
family. (Initially, there should be priorities in providing service for the
economically disadvantaged.)

(b) Cost for care to a family should range from free to full payment,
depending upon the family's financial resources.

(c) Programs should provide for continuity of care for children irrespec-
tive of changes in economic or employment status of parents.

(d) Programs should be available to children on a part-time or full-time
basis according to the needs of the child and his family.

-(e) The same programs should be available to all socio-economic groups.
Children should not be separated into different programs on the basis of the
socio-economic or employment status of the family. The establishment of a
two-class child care system should be avoided.

3. Child care programs should be of a comprehensive nature-that is, in addi-
tion to providing care and protection, they should make available a variety of
services, such as nutritional, health, psychological, social work and educational
services, etc. Programs should not be limited solely to physical safekeeping or so-
called "custodial care."

4. Standards to insure a sound quality of child care should be established with
particular reference to the ratio of staff to children, and to the quality and
training of staff. There should be provision and adequate funding for enforce-
ment of standards. Government funds should not be permitted to finance child
care which does not meet proper standards.

7,2-T8.--72-pt. 4- 28
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5. There should be provision for parental involvement in all child care pro-
,grams.

6. There should be flexibility of administration to permit adaptation of pro-
grams to meet local needs.

7. Funding should be adequate to support the needed quality and quantity of
child care.

COMMENTS ON THE CHILD CARE PROVISIONS OF U.R. 1

The League agrees with the Senate Finance Committee and the Administration
,that there is an urgent need to expand child care programs throughout the
country. In all soclo-economic groups there is an acute shortage of such facilities
for children whose parents work or are otherwise unable to provide full-time
care for their children. We believe, however, that the child care provisions con-
tained in Title IV of H.R. 1 would prove detrimental to the welfare of the
children placed in these programs.

Child care under H.R. 1 is limited to children of mothers under Title IV who
volunteer, or are required to register for work or training programs, or who
are receiving vocational rehabilitation services. The Department of Labor would
:be reponsible for the child care programs provided for mothers under the
work and training provisions; the Department of Health, Education, and Wel-
fare would administer a separate and small child care program for mothers
receiving vocational rehabilitation services. HEW would also be responsible
for the creation of new or improved child care facilities and for the remodeling
or construction of child care facilities.

Under Title IV programs, all mothers of children bver three (as of 1974)
would be required to register for manpower services, training and employment
with the Secretary of Labor, unless there was a registered adult male member
of the family in the home. This provision would cover an estimated potential
group of about five million children in 1974-and yet less than 900 thousand
child care places are planned for the budget of FY 1972.

We believe that requiring work and training programs for mothers of pre-school
children is harmful both to the children and to the family. In addition, we
question the feasibility of such a program, given the present state of the econ-
omy, the lack of sufficient Jobs for a work force of men and women who do
not require child care in order to take employment, and the high cost of child
care relative to the possible earnings of these mothers.

Moreover, past experience demonstrates that many more mothers have volun-
teered for work and training programs than could be trained and employed.
Compulsory registration is therefore not only undesirable, but unnecessary.
Secretary Richardson has testified that the Administration itself does not
support compulsory work or training for mothers of pre-school age children.

But whenever mothers do work, provision must be made for child care which
will supplement parental care and which will not prove detrimental to the
child's well-being and development. Even if a welfare mother's employment
could remove her from the welfare rolls it would be society's loss not its gain
if, in the process, her children were endangered or their development impaired.

The League believes that comprehensive child care which provides a variety
of services is an absolute essential to any group child care program if it is
to provide adequately for a child's needs, particularly when his mother is em-
ployed and absent from the home. We believe, therefore, that no program
of day care should be established unless it takes full advantage of every
available opportunity to enrich a child's developmental opportunities, his health,
and capacity of his own parents to effectively rear their children. Group care
which is only custodial in nature should not be permitted.

According to the Report of the House Ways and Means Committee, H.R. 1
authorizes $700 million for child care during the first year, designed to support
875 child care slots (of which 291,000 would be for pre-school age children
and 584,000 for school age children). Administration spokesmen have testified
that they estimate full day, full year, center care will cost $1600; full day,
full year, in home care $894; and full day, full year, family day care $866.

It is the position of the League that the level of care which the Adminis-
tration's estimate could provide is even less than a minimum level of custodial
care and should be strongly opposed.
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The League estimates that care at an "acceptable" level would cost even
more than what HEW determined such costs to be in 1967-these costs would
have to be adjusted upward to meet current costs in FY 1972.

The estimated cost, for 1967, was $1862 for "acceptable" group day care for
three to five year olds. "Acceptable" care was defined as including a basic
program of developmental care as well as providing minimum custodial care.
The 1967 cost figure for "desirable" care was $2320 for the same age groups.1

The Ways and Means Committee Report states:
"Child care for the pre-school child should not be care of low quality, but

should include educational, health, nutritional, and other needed services when-
ever possible. However, the lack of child care of that level would not be good
cause for failure to take training, if other adequate and acceptable care Is
available."

However, it is obvious that the care contemplated would not be adequate
and acceptable, but would be "care of low quality."

The League is not calling for the ultimate in comprehensive child care services
in the beginning of any new program but believes that children" would be en-
dangered and severely damaged by the wholly inadequate programs envisioned
under H.R. 1. All knowledge and research about child development indicates that
poor child care programs for young children are destructive to the child's well-
being and healthy development. We believe these programs would be not only
damaging to the child and family but economically unsound as well. The costs
of training and day care are likely to be even greater than the cost of maintain-

ing the child at home.3
The Report of the Ways and Means Committee states that:
"The Secretary of Labor may purchase child care directly through contracts

with public or nonprofit agencies. He may buy child care from private, profit-
making enterprises. He may enter into contracts with school systems to supply
after.school child care for youth of school age. He may operate, through his
manpower agencies, a system whereby seekers of child care are brought to-
gether with persons who would like employment through caring for children.

"The Secretary could make .considerable use of a voucher system, under
which the mother can have maximum choice in selecting a child care facility.

"When the mother moves from training into employment (or goes directly into
employment), rather than the Secretary paying for required child care, the
mother would be required to pay for the care out of her earnings, if her earn-
ings were substantial enough, and then get credit for the expenditure by deduct-
ing the cost from the earnings which would otherwise be used to reduce family
benefits.

"It is expected, therefore, that funds earmarked for child care slots will be
used primarily to pay for child care when the mother is in training, while the
earnings disregard provision will be used when the mother is working. The effect
of this latter provision is to increase the child care support provisions well
beyond that which could be achieved by direct purchase of care."

It is unclear whether federal child care standards would be applicable to
child care selected by a parent and paid for with federal vouchers, to child care
subsidized by a child care income deduction, or to child care federally reimbursed
by an income disregard for assistance recipients. Administration officials have
indicated that in at least some instances where vouchers were utilized that
child care of a substandard nature could be purchased. It is likely that this
would also be the case for tax deductible child care and for child care paid for
under the income disregard provision.

There is in these cases a financial incentive for the mothers to choose less
costly care. The $2000 ceiling placed on the permitted amount of income dis-
'regards for a combination of child care costs, student earnings and irregular
Income is a case in point. We believe this ceiling should be eliminated or sub-
stantially raised so that a mother may be fully reimbursed for the cost of care
without having to place her children in substandard facilities.

See Ohid Care Data and Materials, a Committee print prepared by the staff for the
use of the Committee on Finance dated June 16, 1971, p. 131. It is a compendium of
important current statistics on child care (including cost data). reports of child care
studies, relevant statutory language, and regulations on child care. The Federal Interagency
Day Care Requirements are included.

"Testimony on these Issues is contained in the Record of the Finance Committee's
bearings of July 27-August 8. The child care data and reports of previous child care
studies confirming these points are contained in the Committee Print, Child Care Data
and Materiae.
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Despite language to the contrary in the Report of the House Ways and Means
Committee and In statements made during previous Finance Committee hearings,
H.R. 1 provides no statutory guarantee that day care would be required or
provided for the children of mothers who volunteered or were required to register
for work or training programs under Title IV of H.R. 1.

The guarantee of day care presently in Section 402(a) (15) (B) (i) of the So-
cial Security Act is repealed by H.R. 1. In addition, the day care requirements of
Title IV-B in Section 422(a) (1) (c), which are presently applicable to both
Title IV-A and IV-B child care programs, would apply only to Title IV-B under
H.R. 1. Since the child care provisions of H.R. I would be contained in a new Title
XXI they would not be covered by the present provisions in Section 422 (a) (1) (c)
of the Social Security Act. These provisions Include safeguards to assure day
care which is in the mother's and child's best interest, and which may be pro-
vided only in facilities licensed or approved by the State.

We believe that the present language with -respect to day care in these pro-
visions should be retained, and should be applicable to all child care programs
financed under H.R. 1.

Section 2134 (a) provides for the establishment of "standards assuring the
quality of child care services provided under that title" by the Secretaries of
Labor and HEW. Although Administration officials have indicated that new fed-
eral standards are now being-drafted to implement this legislation, a final draft
has not yet been made public. A preliminary draft, circulated to a variety of
child care authorities, was printed In the Oongre88ional Record of July 1, 1971.
This preliminary draft contained such lowered and inadequate standards that
it was unacceptable to the CWLA and to many other specialists in the child care
field.

The basic quality of federally financed child care depends upon good stand-
ards, strongly enforced. It therefore seems vital that the Congress and the public
be informed about the Administration's standards before legislation which gives
such broad Secretarial discretion is passed.

Section 2148(a) also authorizes the Secretaries to prescribe fee schedules for
families under the assistance plan able to pay part or all of the cost of child care.
We believe that some guidelines with respect to the fee schedule for this subsidy
should be made a part of this legislation. We believe that there should be an in-
come level below which any family would receive free child care, taking into
account the number of children In care. (We suggest the BLS standard of $6900
for a family of four.) We also believe there should be a maximum limit on the
cost of care which should be subsidized for each child and that it should be set in
terms of the average cost for quality child care in any given region or locality.

We believe that there should be adequate provision for the availability of child
care in order that women on welfare who seek employment may take Jobs without
detriment to their children's welfare. In this sense, we agree with Senator Long
that the "availability of child care is a key element In welfare reform." We d6
not believe it essential, however, to include legislative provisions for the estab-
lishment of child care programs in the welfare reform bill. Separate child care

legislation which provides for comprehensive programs for all children needing
child care, including those receiving welfare assistance, would be preferable.

A welfare reform bill might, however, include authorizations to pay for the
needed child care of welfare families.

Child care is not, in our opinion, a proper function of the Department of Labor.
Child care should not be viewed primarily as a manpower device. It must be child

and family-oriented to ensure that the child's welfare comes first. Therefore, the
Department of HEW is the \more logical department to administer child eare
programs. Expertise with respect to the services required for these programs is, or
should be, in that Department. The HEW experts in the areas of child welfare,
child development, health, education and nutrition, etc., are needed to establish
and administer sound child care policies.

It also seems unnecessary, as well as administratively and economically
unsound, to have duplicate systems of child care In two departments.

In any case, no matter which agency or agencies of the federal government
administer the funding of child care programs, we believe priority should be
given to the funding of operating agencies along the lines suggested as follows:

1. Public or private non-profit agencies that presently provide the required
service In an effective and efficient manner;
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2. Public or private non-profit agencies that do not presently provide the re-
quired service but are willing and capable of expanding their functions; or are
willing and capable of creating new programs;

S. Any other provider of service that presently provides the require service
in an effective and efficient manner;

4. Any other provider of service that does not presently provide the required
service but is willing and capable of expanding its functions to do so;

The Child Welfare League of America makes the following child care
recommendations:

1. The availability of day care and early childhood programs necessary for
the sound development of children should be established under separate
legislation.

2. Welfare reform legislation should provide for the funding of child care
services for welfare mothers who volunteer for training programs, or who are
employed, or who are undergoing vocational rehabilitation, and who desire child
care services for their children. It should also provide funding for child care
for children who need such services for reasons other than the employment of
their mothers. The funding should be at a level sufficiently high to pay the cost
of quality child care.

3. The Department of Labor should not be responsible for administering child
care programs. This should be a responsibility of the Department of Health,
Education and Welfare.

4. The present guarantees and prot 5nsoir children in day care contained
in Section 402(a) (15) (B) (i) and Section 422(a) (1) (c) of the Social Security
Act should be retained and applicable to all child care.

5. Standards for child care for children of families under the welfare program
should be the same standards that apply to child care for all other children. The
League believes these standards shopld be at least as good as the Federal Inter-
agency Day Care Requirements of 1988

6. The work and training programs for mothers should be on a voluntary
basis-preferably for all mothers, but particularly for mothers of pre-school
children and school age children when they are not in school.

7. There should be priorities for job and training- programs for unemployed
fathers, volunteer mothers, youth over 16 and out of school afd others, as sug-
gested in amendments previously proposed by Senators Bennett, Ribicoff, and
Talmadge. (Some of these priorities are now law as result of the passage of
P.L. 92-223.)

We believe that child care legislation now before the Serate Finance Coin.
mittee should have much in common with the. comprehensive child development
program passed by the Senate and House but vetoed by the President. We hope
that programs of the same scope and quality of the vetoed bill will beoeme part
of all child care legislation, although there may be differences in plans for the
administration and financing of these programs.

In closing, we wish to stress the need-or quality child care to help all children
achieve their maximum pote'-tiaT so that they may emerge from childhood as
healthy, secure, and productive adults. They are, indeed, the future of this nation.

Senator AwDmRsox. Senator Chiles?

STATEMENT OF HON. LAWTON CHILES, A U.S. SENATOR FROM THE
STATE OF FLORIDA

Senator Cm nS. Mr. Chairman and members of the committee, I
appreciate the opportunity to~testify before the committee. I would
like to put in a full statement and then reduce my comments to a some-
what shorter version.

Senator AnmnRsow. You may handle it that way.
Senator CHmts. Thank you, Mr. Chairman.
I first want to open by applagdmig the efforts of the President in

trying to attack and seek to refot rtihe sent welfare'system. I think
this in and of itself is a good motive and I applaud those efforts. I,
at the same time, applaud the efforts of the intent of H.R. 1 in trying
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to help the so-called working poor. I think at that point it shows to me,
some misunderstanding, even a misnomer in the words "the working
poor." What is the working poor? I am not sure I understand it.

My father, during the days of the depression-and I can remember
those in the latter says-worked on the railroad and was laid off of
that job and was delivering milk and making $15 a week. We never
considered ourselves poor. There- were an awful lot of people in the
same kind of shape, and he was working and so I don't think he would
have accepted the classification of being called working poor, and I
find today an awful lot of people, based on my education or my prej-
udice in the subject, really comes from my campaign and in walking
the State of Florida and in talking to what is defined as the working
poor every day-agricultural workers, farmers, low-income farmers,
people working in a filling station, somebody working on a truck.
People who fit into the definition of the so-called working poor, don't
consider themselves to be the working poor. The first thing that they
would tell me every day that I would run into one of these people
was that whether they were a black man or a white man, the first state-
ment they would always make to me is, "I don't get no Government
check," and the pride they had was that they were making their own
way. This was the greatest thing that I found they had.

Now, the thing that terrorizes me is that we will do something in
our attempt to help these people that takes away from them that
pride that they now have and I think that would be the greatest
damage that we can do.

I think these people aren't getting a fair break. I think that they
need some assistance, but I think that we have got to try to shape
legislation to determine how we can help them without taking away
the one thing that they have-pride.

One of our greatest problems with welfare is, I think, is that we
started off with a system where we were going to try to help people
help themselves. We quickly realized that there were people under
welfare that can't help themselves--the halt, the crippled, the lame,
the motherless children, the people who for other reasons cannot
work or cannot earn-but then we have the classification of the people
who do need help but with some kind of training or some kind of
assistance should 'be able to join the working force, and those are the
people, again, that we are trying to direct ourselves to in thislegislation.

I found also that this man that I talked to on the road every day,
the so-called working poor, really didn't want a handout from thie
Government but he was mad and didn't think that he was getting a fair
break and really felt like he was paying more of his share; and I
have to agree with him when I look at the present social security
system.

When we begin charging on the first dollar of earnings of a working
man of his wages and we only charge today on the first $7,800, you
can see right there the burden that you place on him and in our income
tax situation we give him deductions and if he has got a number of
children le is not going to pay income taxes. If he only earns $3,600
a year he is not going to pay income tax but lie is Zoing to, pay about
$180 in social security tax-that is gohng to rise an1 yet we are going
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to turn around and under the provisions of H.R. 1 we are going to,
give this man a Government check, while we are taking from him in,
one hand we are talking about giving to him in another.

The other thing that I think is so rankly unfair in the present sys-
tem is that we started off with social security to be a method of, in
effect, forced savings, of the working man putting aside something
today that he was going to be able to use for his retirement tomorrow.

That is not the system at all. The system today is that the man who
is working today is paying for the person that is retiring regardless
of whether that person has paid in anything, any benefits, earned
anything under the system or not. He is also paying for the widows'
rights; if the child dies and up to age 18, he is paying foi many things
that ought to come out of a general revenue dollar, that ought to come-
out of an income tax dollar but shouldn't come out of the first $7,800,
of earnings of a worker.

Now, that is why I think that you are finding people who say, "Why
should I work?" because it is as attractive not to work as it is to work
when people are in the low-income bracket and there I think is where-
they need some assistance.

I wrestled with this thing for a long, long time trying to be, not
just be negative, and find out what was wrong with H.R. 1. I tried to
figure what are ways that we could try to address ourselves to help this
working man without taking away hii pride; and some of what I tried
to design I have put into the substitute that I have introduced for
H.R. 1, S. 2872, and I would like to speak about that, if I can, just a
minute. ,

There are really two principal things in this bill: I tried to take
some of what I think are some of the best features out of all the pro-
posals, the proposals for work training, the proposals for day care,
the proposals for allowing you to earn up to a certain amount and I
incorporated those but I think the two different features in the legis-
lation that I have introduced and perhaps the committee, if it saw
fit, and thought there was some benefit, could amend these into what
the committee comes out with.

One, you wouldn't charge a person anything on his social security,.
on his withholding or even if you withheld from him, and I think that
would be the better way, would have to withhold on the wages, you
would credit him with the amount of that up to the point that he,
starts paying income tax.

lo in should we take a man's social security when we don't take his
income tax; why should we take dollar one of the working man? If
you gave him a credit on that, as we do on the indbme taxes withheld
from him, we give him an opportunity to get that back. I think up to
that point you certainly give him a fir break and you encourage him
to go forward and earn even to a higher bracket. You are not placing
all of the burden on his first dollars of earnings.

The other thing-the proposal in my legislation, would be and I pre-
face it by saying very definitely i the future because I don't think
politically you can do anything about the present minimum benefits,
but in the future you would not pay a minimum benefit that did not
relate to earnings paid into the system.

Now, we pay approximately $60 a month as a minimum benefit
to anyone that is qualified, i.e., paid four quarters under social security.
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It is a standard thing for a bookkeeper to advise his clients that "You
are getting close to retirement time now you should put your wife on
the payroll for a few quarters so she will be able to draw social secu-
rity." It is done time after time and we have this minimum benefit;
and if you look back into the history you find that we first paid a
minimum benefit as a bookkeeping device for the Federal Government.
At the time we didn't want to compute the pennies and what they had
earned under it, so it was easier to pay a $10 minimum benefit; it was
cheaper for the Government to pay by a bookkeeping device, and then
Congress would every 2 years when election time would come along,
would introduce an amendment to raise the minimum benefit; and we
have got legislation now to raise the minimum benefit even more.

What happens is you pay everybody this minimum benefit regard-
less of their need, regardless of what i ey paid into the system and the
guy who carries it on his back is the working man, the so-called work-
ing poor. He is the guy up to $7,800 who is paying all of that and it
is something that is just so grossly unfair that something needs to be
done about it.

What would it amount to? Fifteen billion dollars a year is what it
would amount to if you didn't pay the social security benefit, if you
stopped paying it and paid just on the basis of earnings.

How do you take care of people who have a need? Well, H.R. 1 ad-
dresses itself and it is going to set up $150 a month for someone who
is truly in need.

I think it would be better to pay an adequate amount to someone who
can earn, who is truly in need under a welfare provision of H.R. 1,
which is paid for out of general revenue dollars and don't pay a mini-
mum benefit to someone who has not earned it and does not have
any need which is charged back against the working man.

I think this would be certainly something that would give this per-
son a little more confidence in his government. He doesn't really know,
where he is getting it in the neck now, he does not understand this but
he knows it-is not fair and he.can tell you right now the system is
not fair as it addresses itself to him.

The other feature, which is incorporated in H.R. 1, and I think
really something needs to be done about, is to allow these people who
have retired to earn up to $3,000 a year, at least up to the point where
in combination with what they will get for their social security they
will be able to live in dignity. Why should you charge them 50 percent
of their earnings where they earn over the prescribed amount? We
take 50 percent of their earnings in tax. I think it would be much
better to encourage them, and those are the basic features that I have
tried to address myself to in my bill, Mr. Chairman.The CHAIRMAN (presiding). Thank you very much for a very
thoughtful statement, Senator Chiles.

Any questions?
Senator FANNIN. Mr. Chairman, Senator, I certainly am in agree-

ment with you in what you have stated that it should be our goal in
tr ing to solve some of these problems.

When we talk about the low wages and we talk about the working
poor, that person is poor because his purchasing power is so reduced
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because of inflation. One of the great problems we have, and I know

that in my State and, I imagine, in your State, Florida, it is probably

the same, a person is working for $2 or $3 an hour and he needs

to have something done in his home, service work, plumber, or a

refrigerator man and let us say a roofer or something like that. He

pays anywhere from $16 to $18 an hour for that service so it is the

inequity that is involved; and here we have people working just as

hard but because they happen to be in a union that has forced the

wage scale that is completely unrealistic, this man suffers from the

standpoint of being able to purchase those services.
Do you think that we need to provide a means that these people

can get into unions, have work programs, that have the type of ap-

prentice programs that would make it possible for them to get into

these unions?
Senator CHILES. Yes, sir. I think basically that these are people

in the main who do not have a spokesman for them and been and are

deprived of that wage. By the same token, somehow over the years

we have a completely strange view of what we pay for, regardless.

As you know, the dignity of certain work gives a higherwage and

yet a person who is probably just as essential or more essential to our

everyday existence finds that he does not get wages or his job has

much less dignity and that should not be either.
Senator FANNIN. Well, of course, the Federal Government is respon-

sible in many of these instances. For instance, in Federal construc-

tion work, the Davis-Bacon Act-I came across a construction job

where they were paying $7.20 an hour for a laborer and it was a

closed shop program. Here you are paying $7.20 for a laborer and

the people in the surrounding areas that want to employ somebody

who would probably be very well satisfied with $3 or $4 an hour

leave and go to that $7.20 an hour which the Federal Government

sponsors; but, of course, it is a closed shop deal. They would be glad

to do so but here we have such inequity which we create ourselves.

Don't you think we should have more equitable labor laws?

Senator CitiFLs. Well, the only thing, Senator, I would hate to see

us go backward. I think-I agree with you, that everyone should be

able to have a voice and should be able to have someone that would

try to help them to see that they are getting o fair return for their en-

deavors and their work.
Senator FANNIN. Yes. Well, I don't think 20 percent of our workers

should be in a position where thev have this premium pay without

necessarily doing more work and 80 percent of the workers cannot

compete with that.
Senator CHILEs. No, sir; but I would not attempt to take the re-

turns that the 20 percent are now getting and divide them among the

80 and that woul&lhelp the situation. I think it is a question of trying

to help the 80.
Senator FANNIN. Of course, the thing about it is. if a person is

getting $9 an hour for work that others are doing for probably $3

or $4, then there is a great inequity in that respect and this is what

is happening now that force wages uip to where they are very un-

realistic and then by closing out the apprenticeship programs they

are making it very difficult for-limpractical for a person to get into
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that position. I think this is where we have the responsibility. I think
we have the responsibility to correct some of these inequities if we
are going to try to be fair with these people we are talking about-
the working poor; we are prejudicing them from getting a good job.

Thank you very much.
The CHAmIrAN. Any further questions, gentlemen?
Thank you very much. Senator Chiles.
Senator CHILES. Thank you very much.
The CHAIRMAN. You made some good suggestions.
(The prepared statement of Senator Chiles follows:)

PREPARED STATEMENT OF HON. LAWTON CHILES, A U.S. SENATOR FROM THE
- STATE OF FLORIDA

Mr. Chairman, everywhere I turn today-in newspapers, magazines or con-
versation with my colleagues, I hear the term "crisis" used with reference to
the welfare system. We are, supposedly, in a "state of crisis." And I think I
am in basic agreement with this assessment of the situation. I think we are
experiencing a welfare crisis. ButI think that crisis is being largely misinter-
preted. It is misread often as a fiscal problem-a problem purely of money; or a
fraud problem-a legal issue; or sometimes as a work problem where the myth
is perpetuated that anyone who truly wants to make it still can make it. But
the real crisis here can be best defined as a crisis of American conscience. And I
believe it all boils down to the question of how much longer we are going to
avoid really helping the truly needy and how much longer, we are going to levy
an unfair burden on our lower and middle working classes.

We are all aware of the increasing numbers of people on welfare-aware of
the fact that the number of welfare recipients in the United States has doubled
from 7.2 million in 1961 to about 14.4 million today. And the sheer number of, peo-
ple on welfare rolls and the enormous dollar figures associated with them stagger
us and keep us from getting a picture of the real Issues--,helping those who need,
truly need help, and distributing the burden for that help as fairly as possible. I
think we all recognize that simply increasing the amount of direct welfare pay-
ments is only going to make the problem worse, by making unemployment more
attractive than employment and by making working people pay more than ever to
support those who are not working.

I got my best and closest look at the welfare 'problem during my campaign
walk down the length of my State of Florida. During that walk I found out what
a lot of people had uppermost in their minds-what they felt the government
was doing right as well as what they objected -to. And I met many people in the
low-income bracket who would express their pride to me over and over again
in earning a check instead of being on welfare. For them it was a real point of
genuine pride that their income, even though it might be small, was earned and
not received as a dole or handout. I began taking a closer look at the facts and
figures regarding welfare and found that the increasing numbers of people on
welfare were closely paralleled to the increasingly large benefit payments which
placed a greater and greater financial burden on the low and the middle income
taxpayer. As this person's relative tax burden (including Social Security pay-
roll taxes as well as income taxes) increases, it is natural that his incentive
to work decreases. If he's on the low end of the income scale, the working tax-
payer may find that welfare payments are larger than any after-tax income he
or his family can bring in. He might then slide over-in fact he is really
"encouraged" by the system's structure to slide over-into the growing group of
non-working poor who are supported only by welfare checks. His family -may
'fall apart. an alarming trend encouraged by the current welfare system which
'oft'n makes it unprofitable for families to stay together. And. yet though more
and more people go on welfare, the truly needy-those who do not have the
physical or mental abilties to support themselves--receive relatively less, some-

.times less than they need to stay alive.
I have studied the various major Social Security and welfare proposals and

'believe they have some merit. But because I felt further work needed to be done
I Introduced in November, 1971, an alternative to H.P 1 and the President's
Family Assistance Program. My substitute, S. 2872, contains what I think are
'the best features of both plans and some new ideas as well.
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I feel the current welfare crisis has been caused at least in part by a deteriora-
tion of reliance on the family structure, and a lack of sufficient support for
those in real need. Our present welfare system Is unfair in many ways, but pri-
marily because the distribution of the burden is unequal and the administra-
tion of the welfare program is complicated and cumbersome, leaving the door
open for fraud and misuse. I introduced my proposal to seek to deal with these
problems by (1) seeing that the people who are capable of training and work
are put in training and given an opportunity to work; (2) giving help to those
who are in real need of assistance; (3) decentralizing the administration of the
program as much as possible for effective response to citizens' needs; and (4)
closing unjustifiable loopholes through which large amounts of welfare dollars
now flow to get rid of the "give-away". label the welfare system has been. tagged
with. While some of the fraud is understandable given the nature of the sys-
tem, none of it is excusable, especially when it is used by many of the nonpoor
in their so-called "proofs" that the poor are only loafers--able, but unwilling to
work and looking for ways to cheat the system.

I believe the two most important changes my bill proposes are: (1) the lim-
itation of Social Security taxes to the amount of income taxes a person has to
pay; and (2) the elimination of a minimum social security benefit.

1. LIMITATION OF SOCIAL SECURITY TO AMOUNT OF INCOME TAX

My bill provides that the Social Security taxes paid by low-income people shall
not exceed the amount they pay as income taxes. Under this provision, Social
Security tales would be deducted from an Individual's pay just as they are under
the present law. However, at the end of the year the individual could qualify for
a refund of the credit toward any unpaid income taxes if his Social Security
taxes exceeded the amount paid In income tax.
. The way the present system is set up, a man can pay more in his Social Security
taxes than in his income taxes. For example, a man with a wife and two children

,who earns $3000 a year pays no federal income tax, but pays Social Security
taxes of $156 per year. This rises to $181.50 in 1987. This same man could be-
come entitled to a Social Security benefit of $154.50 a month at age 65, under
H.R. 1. However, a man 65 who never worked could qualify for a monthly pay-
ment of up to $150 a month under the welfare provisions of H.R. 1. And, in
addition, the man who worked to earn the $3000 a year would find that as the
result of having paid Social Security taxes his retirement income would dis-
-qualify him for medicaid and he, unlike the man on welfare, would have to pay
the medicare premium (now $5.60 a month) so that he would actually be left
with less money in his pocket than the man who had never worked! Clearly this
Is a system in need of reform.

Social Security was originally thought of as an insurance program where
workers would pay premiums into a trust fund while they were working in return
for guaranteed payments after they retired. But the "Insurance concept" doesn't
seem to hold anymore. Social Security taxes, like income taxes, are compulsory.
No close relationship exists between Social Security benefits received- and the
amount of "premiums" or Social Security taxes an individual has paid in over
his lifetime. The system is especially unfair to low and middle income American
workers.

Under the provisions of ray bill, no person would ever pay more in SocialAIA Security than he pays in Income tax. S. 2872 provides for a rebate-that is, a man
would pay Social Security taxes throughout the year and at the end of the
year if the amount of his total Social Security tax was larger than the amount
of his income tax, he would receive a rebate in the amount of his excess Social
Security Tax.

2. ELIMINATION OF SOCIAL SECURITY MINIMUM BENEFIT

My bill also provides for the elimination of the Social S~curity minimum bene-
fit. I want to emphasize that Im talking about people who would qualify for
minimum benefits in the future. I am not suggesting that anyone who gets
benefits now should have these benefits reduced. Anyone receiving the mini-
mum benefit would continue to receive it. Under the present system at age 65
the minimum Social Security benefit is $74 a month. There is no income test
applied for this amount. Yet the minimum benefit 1.4 paid to many people who
have no special need, whose retirement income is sufficient to support them well.
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retired Federal and State employees, for example. I repeat, under this provision
anyone receiving the minimum benefit at present would continue to receive
it. However, in the future the monthly payment would bear some relationship
to the amount paid in Social Security taxes. There would be some income test
applied for this amount. And this one change would result in a long-range savings
of 3% of taxable payroll or an average of about $15 billion annually.

I realize that the heaviest burden for financing Social Security benefits rests
on the low and lower middle income working man. My bill would increase the
Social, Security tax base from $7,806 a year to $10,200 in 1972, rather than the
$9,000 base scheduled to go into effect in 1972 under present law. It would be
a step toward relieving the working man of his unfair portion of the Social
Security burden. When adopted, the maximum tax base of $7,800 a year was
fairly close to the median family income.. But that income level 'has increased
and I believe the Social Security tax base should increase with it. No one pays
payroll taxes on earnings over $7,800 under the current system,- so naturally
people with high salaries pay a smaller proportion of their earnings than people
with low salaries. I believe those with higher income should bear a greater Tela-
tive share of the burden. The very people who can least afford to pay end up,
under our current sytem, paying a larger portion of their income than any
other group to support the Social Security system and their fair share of the
general revenue welfare systems. These are the people we should be encouraging
to work, yet their incentive to do so is reduced by a high tax burden which grows
constantly.

My proposal would make Social Secirity benefits come more into line with the
amount paid in Social Security taxes and would allow -us to use the money saved
here to help those truly in need. While it is true that some part of this savings
of an average of $15 billion annually would be offset by the increase in old-age
assistance payments, still the oldage assistance payments would be coming from
general revenue--not from Social Security taxes; it would be revenue levied
in a somewhat fairer way, not like Social Security taxes where the heaviest
burden is put on those least able to pay. Once again-let me emphasize that
provisions of my bill were designed to accomplish two primary goals of a welfare
system: To really help those who truly need help and to distribute the weight
of that assistance as fairly as possible.

Like H.R. 1, my bill provides a 5-percent across the board increase in Social
Security benefits effective January 1972 as well as automatic increases when
the cost-of-living goes up 3 percent or more in a year. My alternative welfare
reform proposal builds, I believe, pn the best portions of existing reform pro-
posals and uses the existing Social Security assistance system to benefit those
who would otherwise go on general welfare rolls under either of the other two
major plans.

I think our current welfare situation can be understood through Identifica-
tion of Zauses and characteristics. There is, I believe, a deterioration of our
belief in the work ethic among those who are physically and mentally _Capable
of supporting themselves and their families. A good welfare system would
strengthen the work ethic by separating the truly needy from those who can
support themselves and limiting government support to the truly needy. My
proposal would try to stem that deterioration of belief in work ethic by reduc-
ing Social Security tax burdens for low and moderate income groups and thus
give increased financial incentive for the potentially self-supporting to work.
It would provide that strict work requirements be made a part of the AFDC
program and it, would encourage retirees to remain active and supplement their
earnings, if they wished by increasing maximum earnings allowable.

INCREASE OF EARNINGS LIMITATION FOR SOCIAL SECURITY ANNUITANTS

S 2872 also allows a person receiving Social Security benefits to earn up to
$3000 without suffering a loss in benefits. The present system allows him to
earn only $1,680. My bill provides financial incentives for those who can work
to work. Under my proposal a man will always come out financilly ahead if he
works. With the present system this is not necessarily so. S. 2872 provides for
strict work requirements for anyone on the Aid to Families with Dependent
Children program. It would extend medicare coverage to Social Security and
railroad disability beneficiaries and increase benefits paid to a widow equal
to the amount her husband had received as a retirement benefit. It would pro-
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vide for identical rules for computing benefits based on the earnings of men
and Women effective over a 8-year transitional period and establishes a mini-
mum of $150 a month cash assistance under federally matched state welfare
programs for the needy, aged, blind, and disabled.

Our welfare system as presently structured encourages the breakdown of
the family unit and virtually forces fathers out of their homes. A good welfare
system would encourage family stability by including greater relative benefits
for families who stay together. Under my proposal all those able to work are
encouraged to work by a lowering of the tax burden. My bill makes it more
profitable to work than to desert and receive AFDO. AFDO is held to a minimum.

A good welfare system adequately supports the truly needy. If those who can
support themselves are given strong incentives to do so, then more money will
be available to provide adequately for the truly needy. In my proposal the tax
burden for lower and middle income groups is lowered, encouraging them to
continue to work and stay off welfare rolls. My proposal also includes overall
increases in Social Security benefits along with a minimum guaranteed benefit
of $150 for the aged, blind, and disabled. The present inequitable distribution
of the financial burden of welfare is redistributed so higher income groups and
employers bear a fairer share of the burden through changes in the Social
Security system and through shifting of some financing to general revenue. I also
believe a good welfare system would be one where the focus Was on local needs---
and this focus would require considerable decentralization, Lastly, a good welfare
system would benefit only the truly needy and be fairly administered. This would
require the closing of unjustifiable loopholes and the strengthening and enforc-
ing of fraud penalties. A good welfare system would hopefully end the biggest
fraud of them all-the present system of welfare which fails to help the needy
and continues to overburden the lower and middle working classes. The present
system simply perpetuates a cycle that is difficult to administer, largely Ineffec.
tive, and very unpopular with those who pay for it and those who get paid by it.

Let me say in closing Mr. Chairman that there are two basic innovations in
my bill I wish to particularly endorse. Those are: (1) the limiting of Social
Security taxes to the amount paid in income tax; and (2) the elimination of the
minimum Social Security benefit. These are the two features I feel are unique.
They are specifically designed to relieve the low and lower middle income work-
ing man of his unfair share of the tax burden. Their incorporation into our wel-
fare system would, I believe, result in the saving of a substantial amount of
money which could be put to much better use by giving more help to those in
greater need.

Our welfare system is In dire need of serious reform. And I see great challenge
and opportunity in the crisis we are now experiencing. Our opportunity is to
help those in need and our challenge is to distribute the burden for that help
through a fairer system.

Many Americans have begun, unfortunately, to doubt the very ability of their'
government to cope with complex, difficult problems such as welfare. Their faith
and confidence in our government can and must be restored. A firm resolve to con.
sclentiously accept the opportunity and meet the challenge that is before us would
be a good beginning.

Our goal is clear-to aid the needy and share the burden for that help fairly.
I sincerely hope the bill this Committee reports will incorporate the changes
needed to secure those goals and enable all our citizens to live with dignity and
security.

The CIHAIMAN. We will now hear from Dr. Wiley of the National
WelfareIRights Organization, and his associates.

STATEMENT OF GEORGE A. WILEY, EXECUTIVE DIRECTOR, NA-
\TIONAL WELFARE RIGHTS ORGANIZATION; ACCOMPANIED BY
BEULAH SANDERS, NATIONAL CHAIRMAN, NWRO

Mr. WILEY. This is Mrs. Sanders of the Welfare Rights, and we
have brought a number of expert witnesses to testify against this bill,
and the children directly affected by it and I would like to ask if they
and their parents could come to the witness table: Collette and Yvette
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Barnes are here; Tony and Annie Ratagick; Edward Butler; Timothy
Johnson and Janet Relley are all residents here of the District of
Columbia.

I would also like to have Mary Cornelius, who is a Chippewa Indian
who is part of the Indian committee.

Mrs. Sanders?
Mrs. SANDERS. First of all, Senator Long, it is a good thing to see

you smiling. I- thought for a minute you weren't going to be in this
room but I am sure glad you came back in here so you could hear the
testimony.

The CHAIRMAN. Well, thank you. I had another commitment but I
hurried back. I wanted to hear your testimony.

Mrs. SANDERS. Because the statement that I have for you if you
weren't going to be in this room is going to be pretty rough. The fact
that the children are here this morning to testify themselves is because
the FAP bill is going to affect them the most. But there are a few
things I would like to say and I wanted to go on record before they
even testified.

I can't understand why you feel that illegitimacy and desertion hap-
pens to be a welfare mess.'It began before we came along. The welfare
program began before we came along and I am quite sure the Senator

'who just left the table will tell you that the program, the welfare pro-
gram, was started to help people to help themselves. That program
has been a failure from the time it began.

I can't understand why you want to deal with the whole question
of illegitimacy. I don't even know what the word stands f r myself.
I know what the dictionary says but how can we guarantee hat none
of you in this room are not illegitimate children. You don't even know
whether you was in your mother's womb before she was married so
how can you say you are not illegitimate?

I think one of the things you need to start doing, all of you doing, is
dealing with the word "illegitimacy" because these kids are not h-ere
because they asked to be here and I am quite sure you are not here be-
cause you asked to come. You need to start dealing with the kids and
thinking about their future as a human being. andI really don't con-
sider you being a man of a human being specimen, because what you
have been doing with your committee is just uncalled for. You have
not dealt with the situation like you should have. You have not come
up with a decent kind of program that would get these kids out of this
welfare mess, that would heF them to grow up to be decent citizens;
and I think it is about time or a change.

The whole committee needs to be wiped out and new people brought
in to deal with the situations as it is today, not the old situation that
you are still living in. This is a new day and time. You can't deal with
the facts that you are dealing with things that was brought up during
your- time of life. These are young people that have to be the future
of tomorrow and you cannot deal with that question. You are not help-
ing them to be with you until tomorrow.

I would like to see some of these children sitting at this table take
your seat one day. They can't do it if you are not going to help them.
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And I am not saying it just to get no "right on's," either. I am talk-
ing facts because I have got three kids that I hope to see sitting in one
of these seats and if you old guys would start dealing with the future
instead of your old way of life, we might get somewhere; we might
be able to change this welfare problem. You might be able to tell.
Nixon if he stops spending so much money on the war that he can
deal with their future and if he stops spending so much money on
feeding his dogs he could spend money to feed them, to see they get
the proper food, the decent medical care and they would grow up
to be healthy children and might get that education so that they Could
take your place; but you are not even doing that.

Now they are here to tell you just how they have to live on welfare,
because it is not a beautiful deal; it is not a beautiful game. And I
sat back and watched the whole time you came back; you smiled; I
am glad to see you smiling but I sure would like to see you doing
better than what you are doing because H.R. 1 is for the birds. You
know it is not for human beings.

So I think they can take it from there. I get pretty disgusted having
t6 come down here and try to appeal to you. It's like having to beg for
life and people are tired of that. You are supposed to be representing
us. Just because you come from Louisiana, you represent all of us
because you are a Senator; so I think you really need to take it from
that way and start representing people as human beings because
people cannot live off of no $2,400.

You h-ve Tony Ratagick who can give you an example of just
how his mother has to live. -Tony, do you have the mike in front of
you? You tell Senator Russell Long. You see that man sitting right
thdre in front of you? You tell him what it is to live on welfare. Tell
him what your mother has to go through.

STATEMENT OF TONY RATAGICK, AGE 10

TONY RATAGICK. She had to be to work; she already has a job
taking care of us. She don't earn enough money and we don't want to
go to day care because they h-go+ terrible things down there and
we don't get enough money for food. They don't give us enough food
money. There are a lot of other things I don't like.

Mrs. SANDERS. Tony, do you understand what that means?
TONY RATAGICK. Yes.
Mrs. SANDERS. Does it mean your mother has to go out to work?

Is she being forced out of her home?
TONY RATAGICK. Yes.
Mrs. SANDERS. Do you feel your mother should be home when you

come home from school?
TONY RATAGICK. I do.
Mrs. SANDERS. Well, ask Senator Long was his mother forced out

to work when he was growing up?
Senator BYRD. Mr. Chairman, may I make this observation?
Would the witness be inclined not to make personal attacks on the

chairman.
Mrs. SANDERS. Go home.
Senator BYRD. Would the witness be inclined to direct herself

to-
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Mr. WiLEY. The chairman has made personal attacks on the people
on welfare and you can't start saying don't make personal attacks.
This man, Russell Long, has stood up and has written speeches and
he used tax money to publish attacks, saying these are illegitimate
children and this man controls vast amounts of money that could be
used to help feed and clothe and house children here and you say
don't make personal, attacks on this man.

Now, every one of you here has to take personal responsibility for
the starvation, for the malnutrition, for the hunger, f6r the ill housing
that happens to these children and so let's talk about polite company
and don't make personal attacks. These are matters of life and death
that affect human people every day and we can't divorce ourselves
from those attacks.

Mrs. SANDERS. I am talking to him as a woman and I think he
should talk to me as a man. He could protect himself. He got a mouth.
Let him speak.

The CHAIRMAN. Well, you people, the witnesses here today-
Mrs. SANDERS. You people-my name is Mrs. Sanders, Mr. Long.
The CHAIRMAN. Well, lady, whatever your name is-
Mrs. SANDERS. Don't say lady. I have a name. I call you Senator

Long; you call me Mrs. Sanders.
rhe CHAIRMAN. Well, Mrs. Sanders, you can just utter any insults

you want to me. I am here to hear you and I am going to hear you
and, Mr. Wiley, you can just address yourself in any kind of insults
you want to. I want to help the same people you want to help and I
am going to do what I can.

Mr. WILEY. That is the way you do it? We are talking about illegiti-
macy when the matters of children-we in welfare rights, Mr. Long,
feel that every child is a legitimate child, even you, and that everyYbody
has the right to live and that is why we have brought these children
here because you don't seem to think that these policies and programs
that you bring down trying to stomp and harass welfare mothers and
their fathers nave direct ramifications and hurt children and that is
what we are trying to bring out here, Mr. Long.

The CHAIRMAN. Well, so far as I am concerned I am here to hear
you. You go right on ahead and either use polite language--or you can
use impolite language; you can use any kind of insults you want to; I
will hear it. Go right ahead.

Mrs. SANDERS. I really don't understand what you are talking
about-impolite language. What I have said to him I feel is correct.

You can ask any of the kids want to speak because I will get im-
polite in a few minutes.

Mr. WILEY. Janet, do you want to say something?

STATEMENT OF MISS JANET KELLEY

JANET KELLEY. My name is Janet Kelley. My mother was getting
that $300 welfare check and it don't go around six children. If she buy
food with this she can't buy us clothes and if she buy us clothes with
it she can't buy us food. That is the way I feel about it.

Mr. WILEY. Do you understand, Janet, that all of the mothers in
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Washington, D.C., would get less money than they do now if H.R. 1
passes?

JANET KELLE-r. Yes.
Mr. WILEY. And is the money you get now, you say it is not enough

for clothing, for food, and for the things you need?
JANET KELLEY. It is not enough.
Mr. WILmEY. And it would be even less under H.R. 1?
JANET KELLEY. Yes.
Mr. WILmEY. Thank you.
Ed Butler, do you want to say something? And his father is here

with him.
STATEMENT OF EDWARD BUTLER, AGE 14

EDWARD BUTLER. My name is Edward Butler. I am 14. If they pass
the FAP bill I wont get transportation to go to school. Sometimes I
have to get out and catch the bus; sometimes I don't have any money.
If they pass FAP I don't think I really can get the education.

STATEMENT OF CuRTIs BUTLER, MEMBER, NWRO

Mr. BuTL. I am a member of the National Welfare Rights Orga-
nization. Now I am not going to fuss with you but I am going to give
it to you straight and plain and I am going to give it to you so every-
body just knows what I mean.

First, I am going to give you-I am going to give you some rounded
out figures.

Senator Long, have you thought about 1$2,400 a year for the family
of four? Have you thought for a period of time, 4 years, that is $9,600
for a family of four to live on, and if you pay a hundred a month for
rent, $106 for food, do you realize that is $5,088? You know that is
$9,888; that is $200 more than you done got. Where are your clothes?
Where are your utilities? Where are your medicines and other things
coming from? What did you think about it? $2,400 a year, 4-year e-
riod of time only $5,600. Now $100 a month rent, 4 times 12 is 48; that
is $4,800 pay for rent. $106 worth of food a month; that will amount
to $5,088. Now, that is $9,888 that you are going to spend but you only
got $9,600. Okay?

President Nixon's $2,700 a year, a 4-year period $10,800. No rent,
no medicine no clothes, no utilities.

Now the next thing I want to ask, where do you or any other gentle-
man would say that you is a good sense of moral leadership if you pass
it and don't reject the bill as that? It can't be there. It can't be there.
God said feed the hungry. Are you feeding them with $200 a month?
$75 a month for a lousy dog to eat. For when they start to go to school
them damned dogs aren't going over there but this boy here has got to
go but he can't go; he can't go if he don't get that food and clothes.
And you say you want to take them off the welfare. How can you take
them off the welfare? I shouldn't be on welfare. You know why ? Be-
cause my great, great grandfather worked for nothing. My great
grandfather worked for nothing. My grandfather worked for noth-
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ing. My daddy worked for nothing and they worked hell out of me
for nothing. I ain't got nothing for me me lhve for this boy now.

But you see, if I would have gotten paid for the minimum wages
and got bread and justice as any white man or anybody else would,
I would not be on the welfare. But that is the trouble of it, that I am
going to give it to you that we all know that our Honorable Elijah

uhammad telling us that our enemy maintains all the power against
us to pay us to keep us trampled under their feets. Every time that
the poor black man or the poor will start to do anything will be a bill
on keeping it from, on raising up being eligible and secure for them-
selves, because our white brothers are against us. You are our brothers
because we were here--you all are not superior to me because I am
superior to you because the black man was here first. We know we were
here first. We know how you-I know how you came here; if they
don't, I know. I know how you came here; I know how we came here,
but from years back on down what happens now. You have got your
poor own color bleeding and crying just like the poor black. I was mad
at this. I tell you, I don't know how I feel that; I just imagine going
through my community and'I am a man who can't see, look at the poor
white children and poor black children saying, "Mama, I want bread,"
and you mean to tell me a man setting up at your seat and wouldn't
reject a bill of $2,400 a year? He don't have no-he couldn't have a
heart. I am not fussing for you; I want to tell you if you don't change
this administration there will be a revolution. I am only telling you
what God told me.

I am going to give you just another example. Every time you try to
send a man to the moon you come back, billions and billions of dollars
more to be spent in California for an earthquake but yet you don't
have nothing to feed your poor children. Every time you look around
you there is money going to all different countries, for military bases,
medicine, food, clothes and what have you; but all people over there,
how do you know they are not lazy; how do you know they are not
able-bodied? They do nothing for us. Here sit people what you are
supposed to take care of them who takes care of you.

You haven't been walking in to these seats by us; you came in by the
black man and white man, the poor people voted and then you want to
set before them and starving to death and get ready to get elected
again; you want to shake their hand and "Hi" to them. Oh, Lord, have
mercy and justice. God isn't going to stand for it.

Another thing thatve can always know that our Honorable Elijah
Muhammad teaches us that the rich is our enemy and so I am telling
you all, I was not going to tell this administration isn't going to be
round if you don't because it isn't going to last.

I am tfhe man that Jesus Christ sent into the kingdom of paradise.
I know how it looked but you don't. I know how it looked and when I
went to the kingdom of paradise I was given the will and the love and
I was touched by the hand of God to tell you simple people you had
better wake up.

I would say in conclusion the United States is blessed because it has
people here who have the vision, dreams and to advise you right to
wake up or go to hell or they shall fall.

I thank you.
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STATEMENT OF MARY CORNELIUS, ROLLA, N. DAK.

Miss CORNELIUS. I am Mary Cornelius. I am an Ojibwa Indian from
the State of North Dakota. I live on a reservation that is 6 miles wide
and 12 miles long. There are approximately 14,000 Indians on this
reservation.

We have never heard of you L .. _.Lxcept through the National
Welfare Rights Organization.

These kind of bills are completely foreign to my Indian people. We
are speaking of children.

In 1934, 1940, 1955 and the year of 1972 my Indian people today are
no different than when my reservation was established in 1884. For
one thing, my Indian children today at 40 below zero and 30 below
zero is there every day, 15, 20 below zero; they have inadequate cloth-
ing. Our children are being denied an education because we don't have
glasses to go to school with so we can see our schoolwork. We have no
one to appeal to. We have appealed to some of our Senators and if my
Indian people wander away as far as 65 miles from the reservation,
whichever county they have drifted into, are told to go back on the
reservation to get their welfare.

We as American Indians are nofjwlst American Indians. We are two
kinds of people. When the white citizens don't want us outside of the
reservation they tell us to go back to the reservation. They say we are
not eligible for your general assistance, your AFDC payments, foster
home care payments; that is being denied now, today, to the Locata
Sioux at Fort Totten, Dakota, the Forty Ates Indian's, the Fort Ber-
thound Indians in .the State of North Dakota.

I am not going to appeal to you gentlemen because, to begin with,
you all got rich off my ancestors' rand. You didn't get all this tax
money or get rich by yourselves. We were never on welfare in 1934.
We were all starving. I can remember 1934; I was a very young person
when my grandparents used to chop wood and sell it, sell it by the
cord; and now you talk about welfare. It was you Europeans that
brought this welfare.

We claim 10 million acres in the State of North Dakota and if you
get all your squatters off there we won't need your welfare. -

And I am extremely sensitive to school. We are speaking of children.
Do you know this is 1972 and I just found six kids living in a car?
Now where do you think we can go?

Mrs. SANDERS. Nowhere.
Miss CORNELIUS. Where are you going to send us? We are still pris-

oners of our own country and we are prisoners because the State social
workers can come in and pick Indian children one day and put them
in foster home care and the next day if you ask for foster home care
payments for an Indian parent to take care of thse children they are
denied. So they work -us coming and going and on behalf of the Ameri-
can Indian children when you pass this H.R. 1 which is another for-
eign document to us, and because all you people are saying up there
how many Indian people were allowed to testify against this H.R. 1,
how many reservations? We have got 158. I would- like to know how
many Indians came before this Senate committee hearing?
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I think one thing the white man has taught me, if you don't make
your TV payments they repossess it and I think it is about time the
American Indians start repossessing our country back.

Mrs. SANDERS. Yvette?
Mr. WiLEY. Yvette and Collette Barnes.

STATEMENT OF YvmrI- BARNES, AGED 9

Yvm'r BARNES. Mr. Nixon, we don't want you to take the check
away from my mother or we don't have no money to live on.

Mr. WILEY. Thank you.

STATEMENT OF COLLJvrE BARNES, AGED 9

COLLETTE BARNES. My name is Collette Barnes. I pray that my
mother don't have to go to work, Mr. Nixon. We don't want FAP.

Mr. WILEY. Thank you.

STATEMENT OF RuTH BARNES

Mrs. BARNES. My name is Ruth Barnes, Mrs. Ruth Barnes. I have
been married; my husband had deserted us. I am the mother of 11 chil-
dren. I have tried to teach my children, my older kids, about the wel-
fare. I work but I have been forced because I am unable now to work.
I have taught my older children about'welfare. But one thing about
it when you start teaching your older children about welfare as soon
as they get grown they begin to hate the white man because they feel
that you all are the ones who makes them suffer. So I have the small
ones which I have not really educated them on FAP but as soon as I
do, the same thing will happen to these five small ones as happened
to the six large ones.

I think my children deserve a chance to have an education and to
be free and above all have liberty and justice as they say each day
to the American flag. Thank you.

Mr. WLEY. Timothy Johnson?

STATEMENT OF TIMOTHY JOHNSON

TiMOrHY JOHNSON. My name is Timothy Johnson. If my mother
gets less money than she has now, she will be sick and we will have
nobody to take care of us and she won't be able to take care of us.

Mrs. SAMERS. I hope you will note that Timothy happens to be an
asthma case and Timothy has to pay visits to the emergency section of
the hospitals quite frequently and just to make it very clear the medi-

k cal treatment of poor people and welfare kids have to receive in these
hospitals is are completely rotten. They cut the medical assistance to
people and these kids have to go to the hospital and sit and wait for

Now, I spent 22 days in a hospital in December. I just got out 2 days
before Christmas to be on my case. I went back to make two visits for
checkup and I want you to know I sat all day in the clinic waiting to be'
seen by a doctor, all day. That is ridiculous.

Don't you know that I have to take care of my kids ? Why should I
have to sit all day just to be seen by a doctor? Then when you are
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seen you have got to be seen by four or five doctors because one stupid
jack doesn't know what he is looking for. You know, I really think
you need to do something about the medical treatment that we get.
Medicaid is becoming one of the biggest rackets and people are still
suffering because they are not getting the proper treatments.

Now, I just hope that you have gotten something out of this testi-
k mony this morning. It was not meant to make any kind of 'personal at-

tack on you, says Senator Byrd, since Senator Byrd thought that is
what we came here for, but it was just to make you understand that
being a man of your will and power, and you do have power because
you arehead of one of the biggest, strongest committees there is here,
and the next one happens to be Wilbur Mills' committee. So you two
guys control what is going on up here, along with Richard N ixon, and
I am quite sure you all can take care of things better than what you
are doing.

You came here to represent pople; Senator Long, please do some-
thing. You might not have long in the Senate; I don't know. You might
get reelected; I could care less, but while ou are here would you please
change your ways and start doing something to help the people

Two thousand four hundred dollars is not enough money. You
couldn't live off it yourself. Why force a family of four or five to live
off it? It doesn't make sense. If you have any questions to ask us, you
feel free.

The CHAIRMAN. Has everybody who cares to make a statement made
it?

STATEMENT OF ELIZABETH PERRY

Mrs. PERRY. I would like to make a statement. Elizabeth Perry. I
am a mother, also of 11 children. I have been following Mr. Long's
statement now. He talks about welfare bums. I am a mother with 11
children; I worked and took care of my children until 1967 came
with a chronic ailment, worked for the District government, cannot
draw any disability because an inadequate city hospital did not keep a
record. If I was s dipped out of a private hospital where my benefits
come out and I wonder what you guys are talking about when you
call people bums, people who work cannot even draw their money.

Mrs. SANDERS. Do you have questions?
The CHAIRMAN. Well, now, has everyone who cared to make a

statement-
Mrs. SANDERS. Has everybody finished who cared to make a state-

mentI -
STATEMENTrO MRs. QUEENr JOHNSON

Mrs. JOHNSON. Senator Long, I am Queenie Johnson, and I want
ou to know that people are arguing all over this country about re-

igion and everything else because we can't eat and sleep and I think
it is a disgrace. The people, the Catholic people, in my area give food
checks out; they give checks contracted with the Safeway and they
give this money out to non-Catholics and Catholics and anybody
who comes and asks for it. I think that people, a lot of people around
the city don't know this and they are at& Anng us left and right.
T think it is a disgrace because we don't talk about other people's

religion. The Catholic people help where they can and they are will-
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ing to help at all times and we raised-we asked the parish for food
ana what have you. I don't think people should 4ave to go around
church societies and rummage sales and all that to try to live; and
as long as we get this little amount of money we are going to fight
each other like animals. Is this what you're trying to put across in
this country? Is this what your job calls for?

I want you to answer thi, because you see you people helped per-
petuate a lot of foolishness out here in the street and we por people
really get the blame. We have to go through so much and if you can
do anything to stop this and start helping us, you start considering
this $6,500.

The CHAIRMAN. Any further statements from your group?
Mrs. SANDER. IS that it?
Mr. W'iE Y. Annie Ratagick.

STATEMENT OF ANNIE RATAGICK, AGE 8

Miss RATAGICK. My name is Annie Ratagick and my mother is on
welfare just like all these other mothers. And I don't think FAP
should pass because like if mothers don't get enough money on the
jobs they are going to get and they can't pay for babysitters and all
that, and something happens to one of the kids, what is going to
happen then if they don't have anybody to look for to help them or
anything? Like if anybody tried to burn up the house while they
were in it and they didn't know who it was and they didn't know
what was going to happen; and they didn't know how to get out, what
would happen after that. Nobody would be there. And if someone
started to fight with them and they hurt them real bad then they
wouldn't have anybody to go to to get them to help them. That is why
I don't think FAP should-pass.

Mrs. SANDERS. Is that it?
Mr. Wnxy. That is everybody who is here.
I would like to enter one statement. We submitted-we have sub-

mitted a lot of material for the record, but one of the problems is that
National Welfare Rights has been allowed to testify. This is only
like a token representation. It is the tip of the iceberg; there are
literally millions of welfare recipients out there in 50 States, in addi-
tion to the District of Columbia. A number of State and local wel-
fare rights organizations have asked to testify on the way in which
this bill affects them in their States and have had no response from
this committee and you are trying to project the idea that- you are rea-
sonably willing to "hear people. This is not an adequate hearing for
poor people.

To our knowledge this is the only opportunity any poor people's
organization have gotten from this committee and we want to say we
don't think this process is open and we don't think the process is
democratic and it ought to really be opened up so that the people, so
that the kids and parents who are going to be affected by this really
get a real opportunity to have their story told.

The OnTiARAN. Well, do you have more who would like to testify
here now?

Mrs. SANDM8. No. He just has a' short statement he wants to make.
Mr. Bum=. The statement I wanted to make to the Senator and to
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the committee will you do this, and this will be justice. Let's help the
black boy the white boy, the black girl and the white girl get off the
welfare. How? By giving them justice now. Let them prepare them-
selves for the future and then they can get off the welfare, keep their
families off welfare.

You may have a boy or you may not. But just think about it. I don't
think you are as old as I, but you are getting up in ages and I don't
think you are going to be up here before long. All of us are going
to be gone and then who is going to inherit the world ? If they sent all
of these ahead of us, so we have to look at the undergrowth because
we are going, we are going to get too old to do anything. But we could
set back and the Bible says he chose the young man because you need
the young and chose the young man because he was able and strong. So
you are getting feeble and aged and I am, so we have to have somebody
take your place and iny place but if we kill the undergrowth before
they get there, then Lord, Lord, we are in hell then.

Thank you.
Mr. WILEY. I would just like to summarize by saying that we in

Welfare Rights, all poor people across this country, are opposed to
this legislation; we are opposed to H.R. 1. We are opposed to this
batched-up job that Senator Ribicoff is trying to do on it, which is
not going to help the situation, but is going to help get us this terrible
repressive legislation. We are opposed to the segregated custodial
child care that is designed not really to take care of the child but to
be a way of forcing the mothers into a kind of servitude, cleaning Sen-
ator Long's shirts and President Nixon's john.

We are opposed to people being forced into this kind of servitude
under this legislation.

We have talked about $6,500 guaranteed adequate income and if this
Senate, if this committee were relevant to the needs of people in this
country, you would not be debating H.R. 1 and Ribicoff and the Long
proposals, but yiu would be debating, how you could pass an adequate
program to see to it that every child in this country has enough food
and clothing and shelter to see to it that every senior citizen can have
housing and food and transportation and medical care and dignity in
their declining years; to see to it that every person, every person who
is able to work has an opportunity to work and has an opportunity to
work at a decent job with some decent pay and some decent kind of
working conditions and in work that is relevant to his community and
to his needs.

To see to it that there are child care facilities available 24 hours
a day not only so mothers can work but so that mothers who are the
sole caretakers of their children can have the freedom to participate
in activities that would be beneficial to themselves and their families;

-so that we are talking about a welfare reform proposal that deals
with the needs of people and that none of the proposals before the
Congress, save those proposed by Senators Harris and McGovern, deal
at all with the question of adequate income, and moving the country
toward an adequate income.

I hope this committee and this Senate will show that it is relevant
to the problems of the 1970's by voting down the Ribicoff and the
Nixon programs and start dealing with moving toward a program
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of adequate income, jobs at decent pay for everybody and real child
development programs, not dumping grounds for kids.

That is the end of the testimony.vWe are open for questions.
The CHAIRMAN. Senator Nelson I
Senator NELsON. No questions.
Senator HANSENq. No questions.
Senator ByRD. No questions.
Senator HARmS. I want to ask a question or two.
I want to ask you, Ann, can you get the microphone back there

again ? How old are you?
ANNIE RATAOICOB. Eight.
Senator HARRIS. Vhat grade are you in, the second grade?
ANNIE RATAGICK. Third.
Senator HARRIS. I guess Tony is your brother; is he?
AwNI RATAGIECK. Yes.
Senator HARRIS. How many children in your family?
ANNIE RATAGICK. Three. One older and one younger. I am in the

middle. My sister is smaller and he is bigger.
Senator HARRIS. Did your mother come with you today?
ANNIE RATAGICK. No.
Senator HAms. Is she in the hospital?
ANNIE RATAGICK. She is in the hospital.
Senator HAms. Who takes care of you now?
ANNIE RATAGICK. Her friend. Lives next door or nearby. She lives

somewhere down near St. Stephen's Church.
Senator HARRIS. I want to ask Ed-you are 14?
EDWARD BuTmIE Yes.
Senator HARRIS. What grade are you in? Are you in school?
EDwARD BUTLER. Yes.
Senator HAms. What grade are you in?
EDWARD BuTLm. Eighth.
Senator HArms. Eighth? What about clothes? When a fellow gets

to be about your age, girls about your age, clothes get kind of expen.
sive don't they?

EDWARD BuTLm Most of my clothes have been given to me, but
most of the children, that is not on welfare, they can go buy their
clothes and they can get properly dressed but if this FAP bill doesn't
go through, I probably can get proper dressings like other children.
But now I need boots, but if FAP bill goes through I don't think I
can get boots.

Senator HARms. What about the boots; are you not able to buy
them ?

EDWARD BuTiE. Yes.
Senator HAius. Is there no way you can get them?
EDwAPD BuTE. That's right; no money.
Senator HARms. How many people in your family, Ed?
EDwARD Btrm. Four. Mother sick and father' blind and a sister,

she is in school now.
Senator HAmws. Do you know what the check is that you get now? -

How much it amounts to a month?
EDwARD Bvum No.
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Mr. BUTLER. Yes; but I would like to make this statement. By te
time I pay $110 a month rent, $54 food staples and $34 for utilities y'u
see where I am at, and I have about $3 or $4.

Mr. WILEY. A. family of four in the District gets about $2 856 fr-m
welfare and $480 in food stamps, so it is $3,336 ; that potentially would
be cut to $2,400 under this H.R. 1 for this family assistance, so-called
family assistance plan.

Senator HARRIS. Have any of you been in to see a dentist recentlyI
How many of you ? Ed, how recently have you been to a dentist ?

EDWARD BUTLER. About January, December 1st.
Senator HARis. What about you, when were you at the dentist ?
TIMoTHy JOHNSOn. Last summer.
Mrs. SANDERS. Senator Harris, I would like to siy one thing, you

know that medicaid has-the cut of medicaid has affected New York.
I want you to know that my three kids have beei going to the dentist
for the last 3 months; the twins are 14 and the baby is 8. The 8-year-
old child has to lose a tooth a permanent tooth, because there is a
nerve, exposed nerve, in her mouth and her tooth and in order to Ave
that tooth I have to pay $175 for it. Medicaid would not cover it.

Now, do you think it is fair for an 8-year-old child to lose a perma-
nent toothI

Senator HARRIS. No; I don't think it is fair.
Mrs. SANDERS. But isn't there something-don't you think some-

thing should be done about the medicaid bill in order for that child's
tooth to be saved ? I don't know where I am going to get that $175 but
I am not going to let my child lose her tooth which means out of that
$154 I get every 2 weeks $101 goes to rent, and the rest of it has to go
for food, clothing and whatever. The personal things that has to be
worn so it means out of that I have to take $10 every 2 weeks and
pay for that tooth. Now I have got to pay for that tooth to keep that
8-year-old child from walking around the rest of her life with the
permanent tooth being extracted, $175, and the dentist says this is how
much it is going to cost me. But medicaid won't do one thihg about
it. And there are other children who has to go through the same prob-
lem in New York, and Rockefeller is trying to force us to clean some
doggone pee-ory. He has got nerve.

Mrs. BARNES. I would just like to say I fiave five children-I have
five children who never have been inside a dentist's office. These chil-
dren have problems with the teeth; they never have been to a dentist.
They need to go to an eye doctor-car fare when I sent them to high
school, they can go on school tickets but I can't ride D.C. Transit on
school tickets; so therefore she has to go to an eye doctor; she hasn't
been.

Senator HARRIS. Tell me your name, again.
JANET KELLEY. Janet Kelley.
Senator HARRIs. How many in your family, Janet?
JANFrr KELLEY. Eleven.
Senator HAmus. Eleven?
JAxNT KtLLEY. In the family. In the house now are six.
Senator HARRIS. There are six in the home now?
JANEr IELLY. Yes.
Senator HARRIS. How old are you, JanetI
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JANzr KELLEY. Twelve.
Senator HARRIS. What grade are you in?
JANET KELiEy. Sixth.
Senator HAPxIS. What about clothes? Do you have trouble getting

clothes ? Where do they come from?
JANET KELLEY. Yes; I stay out of school most every day for clothes

and shoes. My feet is wet now because I don't got no boots. I don't have
boots.

Senator HARRIS. I thank you all very much. I think there ought to
be some kind of an oath required of people, saying, "I promise I won't
criticize welfare recipients until I have visited at least three in their
homes." I would like to see something like that.

Mps. BARNS. I would like to say one thing, Congressman Fraser and
Mr. Reuss lives down my way. They have been down our way and a
number of other people--the head of St. Dominick Church, so you see
I live in Southwest. There are a lot of Congressmen down there; they
do come in our home and Mrs. Margaret Reuss has taught two of my
kkis; she does know our problems, so there are people who do visit, but
none of these people sitting up here.

Senator HARRIS. I wish somehow this committee could go around
the country-

Mrs. SANDERS. And I would like to invite Senator Long in my home,
really; I would like to invite you to New York, Senator.

The CHAIRMAN. I have done more than visit welfare homes; I pro-
vided welfare people with homes, at least what I had to provide, so I
think I understand a little about it.

Senator Huis. Could I just say another thing, too?
I think it is a good thing to call attention to the plight of children.

There ought to be some kind of children's bill of rights in this country.
If a man like Senator Robert Taft, more than 30 years ago, could say
that every child in America has a right to some decent standard of life,
I would think all these years later we could begin to try to make that
real. I just want to say to these little kids who have come, nearly every-
body who has appeared before our committee has had prepared state-
ments, and some of you have. But none of you have been more eloquent
than when you have told us in your own words what welfare is like.
Maybe you will make it a little better for other kids like yourselves.

Mrs. SANDERS. Thank you.
Senator AND"RSON. I can't talk, but I can say to you that I wish you

would become better acquainted with some of the people who are
here. There are some

Mrs. SANDERS. We can't hear you, Senator. Could you speak in the
mike?

Senator ANDERSON. I just am trying to say I think it is too bad that
some assertions are made about certain people here. There are some
very fine men in this group, and I have associated myself with them for
a long time; but these people are fine, and I think if you presented
that attitude, it might be helpful. I spent a lot of time in the relief ad-
ministration and Chey were fairly happy with people trying to help
them. It is a ine group.

The CHAIrmmA. Senator Jordan?
Senator JoRDAN. No questions.



2073

The CHAIRMAN. I would like to ask Mr. Wiley a question or two.
Would you mind telling us, Mr. Wiley, just what is your proposal?
Mr. WiLzy. We propose that every person in the United States be

guaranteed the right to live. I don't think in the 20th century America
you can live without the money necessary to provide for the basic
necessities of food, clothing, transportation, and the basic medical care
that families need.

Now, Government surveys have been taken. The Bureau of Labor
Statistics has surveyed actual costs of living in various parts of the
country, and the $6,500 figure for a family of four is what those surveys
showed it actually takes to provide an adequate diet for a family of
four, what it takes to provide decent housing, the right kind of clothing,
the incidentals of medical care like aspirin, and the kinds of things you
buy in the drugstore--our program would require some kind of health
insurance program to supplement it. It assumes free health insurance
and it suggests that there be a floor under income for everybody, and
that poor people got be segregated into categories, mothers separated
from fathers, old people separated from young people, disabled people
separated from other people; but that everybody who does not have

- that money be supplemented.
Now we are in favor of people getting money through work or

through-from other sources, if that"is possible. But where the system
breaks down, for whatever reason, we think that there is an obligation
and a requirement that the Government pick up this basic adequate
income. That is what it means to have a floor under income at an ade-
quate level, and that is basically what we are asking for.

The cost of such a program, I might say, is about $20 billion, only
about $20 billion, to bring people, to bring everybody in the country up
to the $6,500 level; and it would cost an additional $30 billion or .o irt
order to have supplementation so that there would be a work incen-
tive; that is to say, so that people who work would get more money
than those people who don't. As long as we have the Protestant ethic in
this country, then you have to spend an additional $30 billion in order
to. make this kind of program work, so that it is $20 billion to the poor

people, $30 billion to have a work incentive for a total of around $50
illion for our program. It is a small amount, it seems to me, to totally

eliminate poverty and have a situation where everybody can have the
basic necessities.

The CHAnRMAN. Now, suppose a family of four, one of these people in
the family goes to work and earns $8,000 on an annual basis, how would
you relate that $8,000 to the $6,500 that you would have the Govern.
ment pay them if they are not earning I

Mr. WiLEY. Under our program, a family that works and earns, say,
$8,000, would have a portion of that income exempt from consideration
in figuring the grant.

First o all, we would exempt any expenses related to child care, any
expenses directly related to working, to the person going to work, such
as transportation, lunch money, work clothes, and such things would
be exempted. We would then, after you had gotten down to his net
income, we would say that one-third of that income should be con-
sidered in computing the grant; so in other words, he would be allowed
to keep one-third of his income. R it was-if we assume, for example,
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he had $8,000, and let's assume there were $2,000 a year in taxes and
in other work-related expenses so he came with a net of $6,000, had a
take-home of $6,000, one-third would be exempt, right? That is, $2,000
would be exempt. Therefore, $4,000 would be subtracted from $6,500,
and that person then would get a supplementation of $1,500. So a fam-
ily with that $8,000 income would get another $1,500 in addition under
our program and that is the wa y that you always keep people who
work a step ahead of people who don't work. It is a thing that ought to
be understood, that we have been in favor of working people getting
that kind of supplementation.

You can also under our program, you can work out that system
where that person does not have to get a welfare check, if you want to
call it a welfare check, does not have to get it in the mail. They can take
it as tax relief. We would agree with the Senator before us that work-
ing people are taxed too much, particularly people in the low-income
brackets, and we would say that that person could fill out a tax return
and simply get that money returned to him through the form of taxes,
so it wouldn't necessarily affect people's dignity in that way.

The CHARMAN. Do you have some printed material that spells out
in further detail what your group recommends and how you suggest
that it be implemented?

Mr. WmrxEr. Yes, we have submitted testimony for the record. We
can-we have submitted it many times before; we will resubmit a copy
of our actual proposal. I would like to also enter for the record two
additional documents. There is an excellent analysis done by the Na-
tional Council of Churches which compares in detail four major pro-
posals set forth: H.R. 1, the Ribicoff proposal, Senator Harris' bill and
Senator McGovern's bill, which embodies the $6,500 concept and it sets
those out in detail. If you would want to put that into the record, as
well as a chart which we have which shows the comparison of how in-
adequate present welfare grants are, and how much less people could
get if H.R. 1 were to pass, I would like to have those two things in-
.serted in the record.

The CHAIRMAN. That will be done, but I would like to ask that you
make available to us as much printed material as you can, which would
indicate what your program is and how you think it should be ad-
ministered.

I think the record should show that and it should be considered.
Those are all the questions I have.
Mr. Winzy. I would be very happy to do that.
The CHAIRMAN. Thank you very much.
(The prepared statement and attachments of Mr. Wiley follows.

Hearing continues on page 2120.)

PREPARED STATEMENT OF GEORGE A. WILEY, EXECUTIVE DIRECTOR,
NATIONAL WELFARE RIoHTS ORGANIZATION

We come today to speak to the Committee, to the Congress, and to the Amer-
ican people on behalf of 251 million of our fellow Americans who, at this mo-
ment, are living in the depths of poverty in the richest nation in the history of
the world.

Welfare reform and hunger in America are inseparable terms. Yet, when we
hear the words, we somehow form different Impressions.
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All of us here today know that hunger and poverty in America can only be
solved by national legislation. All of us realize that the war on poverty, which
began in the mid-sixties with the awareness of the "other America," Is nearing
a crucial turning point.

The National Welfare Rights Organization, together with concerned citizens
throughout America, strongly believes that welfare reform is urgently needed
now to help eliminate the suffering and unfulfilled lives of Americans who are
poor through no fault of their own.

]Rut we believe in true welfare reform.
The bill before you now, Title IV of H.R. 1, is not reform at all, but a sad step

backwards into the early sixties.
Title IV of H.R. 1 would wipe out the hard-won and legally-earned gains of

the past several years. It is so inadequate and inequitable that it will prove
harmful to the majority of the needy children and families it is supposedly de-
signed to help.

H.R. 1, in short, is a fraud and should be defeated. It is mistaken in its prem-
ises and coldly coercive in its provisions. It would be worse for the poor than
the present welfare system.

H.R. 1 is predicated on a false premise: that people are poor and need as-
sistance because of personal failures and/or anti-social behavior; and that the
remedy to the "welfare problem" is to control poor people and coerce them into
"acceptable" behavior.

H.R. 1 clearly does not meet the basic principles of true welfare- reform:
1. Adequate income to all in need.
2. Simple administration.
3. Positive work incentives.
4. Respect for the freedom of individuals to manage their own lives, to choose

their own careers, and to participate in meeting personal and community needs.
5. Protection of rights and individual liberty.
6. Protection of human dignity and family life.
H.R. 1 continues the divisiveness of the present system by sorting people into

categories-the "deserving" and the "undeserving." It provides no benefits for
single persons, childless couples, or pregnant women with no other child.

Its $2400 annual income level is clearly inadequate, and is below current
levels in 45 states. H.R. 1 does not require state supplementation, as did earlier
versions. Up to 90% of present recipients could receive less than they do now.

It provides very little in the way of the "carrot" for incentive, but much in
the way of the "stick." Many people would receive less by working than they
would by not working. H.R. 1 proposes to create 200,000 jobs, when 5 million
Americans are unemployed. Its requirement that people work for 3/4 of the
minimum wage would depress wages throughout our nation. Its condition that
mothers with children 3 or over must work, regardless of suitable child care
facilities, is destructive to family life and psychologically damaging to children.

But H.R. l's most serious flaw lies iq its denial of basic fundamental liberties.
It would create an army of investigators, at no small cost to the American tax-
payer, to track down and follow the social and financial activities of any person
who happened to find himself or herself on welfare.

It directly contradicts several recent Supreme Court decisions, by specifically
allowing state residency requirements, "man-in-the-house" rules, and denying
full judicial review.

If H.R. 1 is passed, the movement for true welfare reform will be dead for
years to come. The small victories that began with the march on Washington,
continued thru the Civil Rights movement, touched a nation's conscience with
CBS' "Hunger in America," and flourished thru the dedicated efforts of concerned
Americans on all levels in all parts of the country . . . would be abolished the
moment the President's pen signed H.R. 1 into law.

For these and countless other reasons which we will detail, H.RJ.I must hft
defeated.

THE CHILDREN

While we debate and quarrel over how best to reform the welfare system, let
us not forget that, of America's 25 million poor, 43 per cent are children.

Perhaps the frustration of all America can be best expressed in the words
of U.S. Army Captain Terrence Coggin, on special assignment to the White
House staff when he said:
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"I was stunned. We drove in a White House limousine to an airport, going
on a plane that was air-conditioned, in tremendous luxury, landing in Missis-
sippi, Missouri, or California, and going off in a car to a shack where children,
in my opinion, were literally dying ... their minds were dying. It is something
that I will never forget. It is Just incredible to me. You come back to Washington
and you try to explain this to somebody else and you say. 'You must do some-
thing about It.' They say, 'We don't know where we are going to get the money.'
I sa.y, 'Yes, but people are dying out there. Children are being condemned to
wasted lives.'"
H.R. 1. tragically, would not help the majority of these children. In many

cases, it would worsen their situation.
H.R. 1 has eliminated -the essential provision that the states must maintain

current benefit levels. Without state supplementation, up to 90% of present
welfare families and children would receive less than the meager benefits they
are receiving today.

The $2400 minimum income floor which H.R. 1 proposes is hardly adequate
for a family of four. It is only $46 a week. The ones who will suffer the inost
are the ones who we say we are trying to help--the children.

We have learned during the last few years of the terrible and devastating
effects of hunger and poverty on our children.

In state after state, millions of children are hungry and malnourished, almost
hidden from view.

In California, whose Governor spoke to the Committee yesterday on the need
for "workfare" instead of welfare, hunger and malnutrition can be found in
more than one-third of the l1 / million children of low-income families. These
children have been neglected at their most critical growing period, from the
time of conception until they are ready to enter school. How is "workfare" go-
ing to hell) them?

Witness after witness before a myriad of committees and commissions have
locumnented the paradox of poverty amid plenty:

Que.stion. "Do you have any food in the house now?"
Answer. "No sir, I haven't got a nything."
Question. "What do you tell your children when they come home and there

i8 no food?"
Answer. "That we haven't got anything to eat and they just have to lay

down like that until the next day and see if we can find something to eat."
Question. "And that's it?"
Answer. "Yes, sir. They just come In and drink some water-and go to bed."
"The poor in America," according to Dr. James Carter of Vanderbilt Uni-

versity, "are probably less well fed than livestock."
In Los Angeles, out of more than 1600 cases in the program for protective

services for children, 35% didn't have food. clothes or shelter. In the pre-school
ompensatory education program, designed for disadvantaged 0ildiren be-

tween 3 and 5 years old, around 500, or 8% of the total 6000 served, suffered
from gross nutritional neglect. Seven were suffering from advanced stages of
rickets.

In the state of North Carolina, over 40% of the preschool children have In-
adequate diets.

Poverty means ill-fed pregnant women, which means ill-fed fetuses in their
wombs, fetuses that fail to synthesize proteins and brain cells at normal rates.
This means a high rate of mortality of these Infants, and appallingly high rates
of prematurity, mental retardation and Intellectual compromise in the survivors.
It means further lack of brain growth because of ill-feeding in the crucial years
of early childhood. Millions of young Americans have permanently stunted
brains.

It is not surprising that the United States ranks 18th In the world in infant
mortality and at least that low in maternal mortality.

In the Bluffton area of Beaufort, South Carolina, 78% of 181 pre-school black
children had either roundworms or whipworms or both.

In the Chicano community of East Los Angeles, the chance that your wife
would die while giving birth to your son is 800% higher than In other parts of
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Los Angeles County; that your baby would develop and die from diarrhea, 29
times greater; that your home would be plagued by diseases carried by flies,
cockroaches, mice. drk fungus, 100% more likely; even diseases commonly con-
sidered eliminated or under control, such as polio, 25% inore frequent. Tuber-
culosis occurs twice as often. Diabetes, scarcely noticed in other areas, is one
of the ten leading killers in this barrio.

True welfare reform demands that we take care of these children. Not to do so
is to dehumanize ourselves, as well as the children.

H.IL 1 positively denies any aid to pregnant women with no other children.
What is the unborn child in the womb of that mother to do? H.R. 1 would help to
create another generation of children who are physically-stunted and mentally-
damaged before they are even born into the world.

A survey of poverty by the Public Health Service was locked up until Dr.
Arnold Schaefer. the Project Director, resigned to go with another firm, and
released these figures to South Carolina Senator Ernest Hollings:

(1) One-third of pre-school children in rural slums and urban ghettoes have
suffered from growth retardation.

(2) From 9% to 42% of those sampled had "unacceptable" levels of hemo-
globin. This is an index of anemia, which is caused by iron deficiency and which
results in weakness and fatigue.
(8) Wrist bone examinations in Texas revealed a 30% retardation rate among

Mexican-American children. In New York there was a 15% delay in growth.
(4) Among white male children under 2 in Michigan, the retardation rate was

18%, or 4.8 months for a 2-year old child.
(5) 15 million Americans are hungry and malnourished. 40% of the poor have

serious meolical problems because of malnutrition.
A school nurse In Orange County, probably the most affluent county in Cali-

fornia, says that "at a number of elementary schools, some children faint or sag
in s eep from lack of proper food. They are sent to school on a breakfast of coffee
and potatoes because that's all their parents can afford."

Dr. Malcolm Holliday, professor-of pediatrics at the University of California,
warns: "The first year is a period of rapid brain growth. If the brain is im-
paired then,-the lifelong result is poor mental performance."

When we talk of welfare reform, the image that has been created for us often
prevents us from seeing the desperate plight of these children . ..children who
suffer painful. chronic hunger . ..children who are deprived of medical care
for curable diseases or crippling malformities . ..children who face a future
of deprivation which virtually guarantees a lifetime of ignorance, hardship and
humiliation.

Present welfare diets are substandard almost by" definition. Yet H.R. 1 pro'
poses to lower benefits to potentially millions of needy children, simply because
it is afraid a few of their parents will try to chisel us out of a few nickels
and dimes. Is this "welfare reform"?

Moreover, mothers of children three or over would be required to accept work
or training if they wished assistance for their children. Under current law,
only those deemed "appropriate" for work are required to register. Rules vary
widely from state to state. Even under the new law passed before Christmas,
1971, and due to be put into effect July 1, 1972, only mothers with children six
or over are required to register.

Uner H.R. 1, hundreds of thousands of young children would be separated
from their mothers and forced into inadequate child care situations if their
mothers are to be eligible for benefits. The provisions for child care under Title
IV, and the limited funding estimated for it, guarantee that only low quality
care can be delivered. Despite the fact that the Committee Report of the House
Ways and Means members recommends "quality child care," the Report states
clearly that "the lack of child care of that level would not be good cause for
failure to take training," as it is under current law.'
H.A, 1 proposes $760 million in funding for child care facilities. The Riblcoff

amendments would provide $1.6 billion, more than twice as much, and would not
require mothers with children under 6 to work.
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H.R. l's provisions are clearly inadequate. It falls far short of the $2.0 bil-
lion child care bill recently passed by Congress, but mysteriously vetoed by the
President.

We are in total agreement with the Child Welfare League of America, which
states:

"Although we believe strongly in the provision of sufficient good quality
developmental day care for those children whose mothers wish to participate in
work and. training programs, we are totally opposed to the wholesale delivery
of children into inadequate day care in order to require that their mothers
train or work in order to qualify for welfare benefits. The League believes that
such a program would prove disastrous. All knowledge and research about child
development indicates that poor child care programs for young children are
destructive to the child's well-being and healthy development. We believe these
programs would be not only psychologically damaging to the child and familly,
but ecnomically unsound as well. The costs of training and day care are likely
to be even greater than the cost of maintaining the child at home. We believe
that mothers of children should be included in work and training programs on
a voluntary bgsis and that children should be provided with adequate and ap-
propriate child care which will contribute to their healthy development."

The devastating effects that H.R. 1 would have on children is further em-
phasized in the demeaning requirement that mothers and fathers must accept
$1.20 an hour---% of the minimum wage-if so assigned. Often a mother's child
care and other work expenses will eat up these meager earnings to the extent
that the children will have less food on the table than if the mother was not
working at all.

If a mother refused such a job, arguing that it was more important to stay
home with her child, she would be cut off welfare, and the remaining money for
her child would be paid, not to the mother or to anyone within the family, but tM
an administrator outside the family.

In short, a mother with a 3-year old child can be required to work for $1.20
an hour at whatever job is available, even if only low-quality day-care exists for
her child, and may even be forced to pay the entire cost of the inadequate day-
care. This cost, plus her work expenses, could easily wipe out her entire earn-
ings, and could even result In less income than if she didn't work. It would be
the strongest kind of disincentive to work. Yet, if she refused, she would be cut
off welfare, and any payments for her child would be paid to an administrator
outside the family.

And so the grinding-cycling-crippling poverty, known only too well to the
adults of today who were the deprived children of yesterday, would continue on
into future generations if H.R. 1 Is enacted.

We believe that it is unnecessary to require mothers to work; that many more
mothers want to work than there are jobs for anyway.

The question becomes: what Is useful work? Is the work of a mother raising
her children jut as important as the work she might do in an office, as a waitress,
on an assembly line, or as a domestic? We believe It is.

We include in the record at this time an accurate portrayal of the effect H.R. 1
would have upon our children, as reported in the New York Times, January 31,
1972:

(From the New York Times, Jan. 81, 19721

THU PRUIDzNT AND THU CHILDREN

(By Urie Bronfenbrenner and Jerome Bruner)

Two weeks before Christmas, the President vetoed the Child Development Act
of 1971. In doing so, he stated: "Neither the immediate need nor the desirability
of a national child development program of this character has been demonstrated."
The needs of the nation's children, the President prodiaimed, would be adequately
met by his own proposed legilation H.R. 1.
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As specialists concerned with the care and development of the young, we must
take strong issue with the President on botp -counts. The President asserts that
unlike the vetoed legislation his own bill wiul- bring the family together." But
if we examine the provisions of H.R. "t becomes clear that it is far more likely
to break the family apart. Thus, the President himself speaks of the bill as "my
workfare legislation to enable mothers, particularly those at the lowest income
levels, to take full-time jobs." In effect, the bill forces mothers, especially single
mothers, to register for full-time work or Job training, or else be stricken from the
welfare rolls.

Such provisions can only Increase the pressure on poor and near-poor families
to deliver their young into compulsory day care. In point of fact, this is a '"put-
them-to-work-bill," not a child development bill.

Unlike the legislation vetoed by the President, H.R. 1 does not give the mother
freedom of choice. Nor is there adequate assurance of standards for quality
child care services. Surely, such a prospect raises the spectre conjured up In
Secretary Richardson's Ill-considered words of condemnation for the vetoed Child
Development Act of 1971, when he speaks of "shoddy, second-rate baby bins in
which children were stored away, neglected or abused." H.R. 1, moreover, makes
no provision at all for children of the millions of working families who are just
above poverty line ($4,000 to $7,000 income for a family of four). Finally, with
apparently only $360,000,000 in new money allocated in the first year for child
care services in the Administration's bill, the number of additional children who
can be served is only about 5 per cent of those in actual need.

Given these woefully Inadequate and destructive features of the Administra-
tion's bill, It is painful to recall the hope-giving words of the President less than
two years ago, when he proclaimed "a national commitment to providing all
American children an opportunity for healthful and stimulating development
during the first five years of life." .

At v time when we should already be seeing fruits of this commitment reflected
In the lives of the nation's children and their families, we are told that there
is "neither immediate need nor the desirability of a national child development
program." Such a statement seems to us incomprehensive in the light of the avail-
able facts. Here are some of them:

In 1971, 48 per cent of the nation's mothers worked outside the home. In
1948 the figure was only 18 per cent. One in every three mothers with children
under six is working today. In 1948 the figure was one in eight. There were
more than 4.5 million mothers with ebildgen under six who were in the labor force
last year.

In 1971, of all mothers of children under six, 10 per cent-1.8 million of them-
were single parents bringing up children without a husband. Half of these
mothers also held down a Job.

Mothers In poor and near-poor families are much more likely to be gainfully
employed, partly because so many of them are heads of families. Among families
in poverty, 45 per cent of all children under six were living in female-headed
households; in nonpoverty families the figure was only 8.5 per cent. In two-
parent families where the husband earned $10,000 or over, only 20 per cent of
the mothers worked; where the husband earned less than $7,000, 85 percent
of the mothers worked. These women work because they have to.

There are nearly six million preschool children whose mothers are In the labor
force. Of these, one million live In families below the poverty line (e.g. income
below $4,000 for a family of four). An additional one million children of working
mothers live in near poverty (income between $4,000 and $7,000 for a family of
four). All of these children would have to be on welfare if the mother did not
work. Finally, there are about 2.5 million children under six whose mothers
do not work, but where family income is below the poverty level without counting
the many thousands of children In families above the poverty line who are In need
of child care services, this makes a total of about 4.5 million children under six
whose families need some help if normal family life Is to be sustained.

72-573-72-pt. 4--B0
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In closing, we can only repeat the first and principal recommendation of the
President's own White House Conference on Children a year ago. By an over-
whelming vote, the delegates recommended that "the Federal Government fund
comprehensive child care programs, which will be family centered, locally con-
trolled, and universally available, with initial priority to those whose needs are
greatest. These programs should have sufficient variety to insure that families
can select the options most appropriate to their needs. A major educational
program should also be provided to inform the public about the elements essential
for quality in child care services, about the inadequacies of custodial care, and
the importance of child care services as a supplement, not a substitute, for the
family as the primary agent for the child's development as a human being."

If the President will not act to meet this need of the nation's children and their
parents, the people and their elected representatives must do so.

NoTE.-Urle Bronfenbrenner is professor of human development and family
studies, and psychology at Cornell University ; Jerome Bruner is professor of
psychology at Harvard.

We also include in the record a statement from our newspaper, "The Welfare
Fighter," regarding the President's veto of the child care bill.

NIXON'S VETO OF OHIL CAE BILL

President Nixon vetoed the Child Development Act, which would have made
day care facilities accessible to both poor and middle class families, for three
politically expedient reasons: (1) men do not stay home with children; (2) it
will enhance his position with party conservatives; (3) if passed the bill would
have decreased the possibility of his infamous welfare legislation (HR 1) from
passing the Senate.

If men had to stay home with children; if their careers, ambitions, golf
matches, stock market roulette games were eliminated, or in fact mildly re-
stricted, because they had to stay home with the kiddies, day care facilities
would be as common in this nation as, forgive the analogy, apple pie. There would
be no question about "Russlanizing" the family system in America, or about what
people were going to do with they money they earned.

But women, whose places are in the home having babies, cooking meals, and
rearing children according to the honorable men who run this nation, are to
benefit from the increased liberty that federally financed child care would bring
and they of course are not an important enough political force in this nation to
merit such dramatic attention by the government.

This is typical of government action regarding most issues concerning women.
Household workers (domestics) for example, are nearly exclusively women and
predominately black. They have been attempting for years to have the industry
placed under federal minimum wage laws but have received virtually no response
from the federal government. They are black, -one strike again them, and they are
women, two strikes. If they were white men the government would have acted
years ago, in fact, most of the few white men who do clean other peoples' homes
work for cleaning agencies and are protected by unions and state minimum wage
laws.

Even though the child care legislation was backed by virtually every women's
organization in the country-from the League of Women Voters to the National
Women's Organization and NWRO-the President did not consider his veto of
the bill a political hazard. Create a similar situation and have % the number of
male-controlled organizations backing legislation and the President would be
grinning on television as he signed the bill and called it "historic".

Alienating nearly .11 women's organizations (women comprise 51% of the
registered voters) with the 1972 election so close demonstrates that the President
and the Congress, because of their failure to override his veto, consider women
a marginal political force; or maybe the President thinks he can reverse his
anti-women Image by using expensive sexy T.V. campaign advertising during
the election.

There were some clear political advantages to the President's veto of the child
care bill, that he concluded were more important than the opposition he would
receive from women's groups in the upcoming election year. The Washington
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Post reported December 9, 1971, the day of the veto, that Rep. John M. Ashbrook
(R-Ohio), whom dissatisfied conservatives have asked to run against Mr. Nixon
for the presidency next year, said a veto would be "a signal that a lot of people
(conservatives) have been looking for.""If he does veto it, it will help him a little," the Post quoted Ashbrook as
saying, "If he doesn't it will hurt him a lot."

The President has been in disfavor with the conservative wing of the Repub-
lican party because of his friendly gestures toward Red China and the Soviet
Union as well as what it considers his liberal policies on the economy. It is
obvious that the veto was throwing a bone to next year's potential opposition.

Obviously appeasing the right wing, the President said the child care bill was
"the most radical piece of legislation" to come out of this Congress and that it
would create "a new army of bureaucrats". But the President did not point out
the similarities and differences between the inadequate day care provisions in
his "welfare reform" bill and the "Radical" day care provisions in the Develop-
ment Act that he says would "destroy the family unit". The President's day care
scheme, while providing fewer and lower quality day care facilities, will literally
force women on welfare to place their children over age 3 into day care centers
and accept menial Jobs.

President Nixon was also aware that the passage of the child care legislation
would take some of the fire out of H.R. 1, his Welfare Reform Bill, that NWRO
and other social welfare oriented organizations are opposing.

The veto of this child care bill, the President hopes, will gain him conservative
support for the ultimate confrontation over the inadequate welfare-bill.

The President made a conscious calculated decision in vetoing the Child
Development Act. If Congress yields to him, as it has done during the last few
months--giving him tax reform, Butz, and Rehnquist-he may have pulled off a
notorious feat.

One little-considered, but potentially devastating effect of H.R. 1 on children
stems from the administrative bureaucracy of the plan.

H.R. 1 would divide families into two programs:
1. FAP-Family Assistance Plan-for families in which no one was physically

able to work.
2. OFF-Opportunities for Families-in which at least one member could work.
Families would switch back and forth as their situations changed, necessitating

frequent benefit redeterminations. Delayed and missed payments would surely
result.

A pregnant mother, for example, would register under OFF and be required
to work. On the day she gave birth, she would be switched to the FAP program.
Exactly three years later, when her child turned 3, she would be switched back
to the OFF program.

The ones who would suffer the most under such a Kafka-esque administration
would be the children.

Other welfare reform bills have been submitted before this Congress, notably
S. 2747, sponsored by Senator Fred Harris, and S. 2372, sponsored by Senator
George McGovern, which would remove the onerous provisions of H.R. 1. Both
of these reform bills provide substantially higher benefit levels than H.R. 1.
Neither bill requires mothers with children under 18 to work in Jobs that may not
be available anyway.

We must realize that we are not going to solve the national disgrace of hungry
children in America by repressive measures against their parents.

We cannot have it both ways.
We can either "get tough," as a lot of politicians sloganeers, which means, like

it or not, that we'll let children go hungry if their parents won't fall in line.
Or we can rekindle the American spirit of compassion for one another, and

especially of compassion for our children, by providing them with the food and
the basic necessities of life they need to grow to be self-supporting, responsible,
productive citizens.

If a few of their parents manage to chisel a few nickels and dimes from us along
the way, it will be a small price to pay for a new generation of healthy, alert
and capable American children.
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WHAT IS TRILT WELFARE REFORM?

The President has called H.R. 1 "the single most significant piece of legislation
to be considered by the Congress in decades."

We agree. But precisely because it is so significant, we strongly believe that
no bill at all would be better than H.R. 1. It would mean a sad plunge for many
into the lower depths of even greater poverty.

H.IR 1 is not welfare reform. It is a giant step backwards in the history of
American social legislation. Because it is such a complex and intricate issue, and
because people are still going hungry in America, and because that is just
plain wrong and Intblerable in a nation as rich as ours, we will try, in the next
several pages, to bring a bit of clarity to one of the most significant pieces of
legislation of our time.

We will ask, "What is true welfare reform?" Then we will look at the four
major welfare reform plans waiting for action by Congress now, and see which
one, if any, meets the principles of true reform.

The four plane are:
1. H.R. 1-also known as the President's "Family Assistance Plan."
2. Senator Abraham Riblcoff's "Amendments" to H.R. 1.
3. Senator Fred Harris' S. 2747.
4. Senator George McGovern's S. 2372.
We will also look at the current welfare system. Most people assume that any

reform must be an Improvement. But this is not necessarily true. Prohibition
was once hailed as an "historic" reform.

It is generally agreed that true welfare reform should meet the following
basic principles.

It should:
1. Provide income through a simple administrative mechanism.
2. Provide an adequate income floor to every person who needs it.
3. Provide incentive to productive activity.
4. Respect the freedom of individuals to manage their own lives, increase their

power to choose their own careers, and enable them to participate in meeting per-
sonal and community needs.

5. Provide a just system that protects the rights of individuals, and provides
reasonable opportunities to redress grievances within the system.

6. Provide income in a way that is neither degrading to human dignity, nor de-
structive of family life.

I. Does the plan provide income through a simple administrative mechanism?

Current system ------------------------------ --------------- Yes.
H.R. 1 ------------------------- ------------------ No
Ribicoff --------------------------------------------------- No
Harris -------------------------------------------------- Yes
McGovern ------------------------------------------------- Yes.

True welfare reform demands simple, streamlined administration. It must be-
neither bureaucratic nor dehumanizing. Regulations must be visible, accessible
and simple to understand.

All four reform plane provide for a national uniform standard of eligibility
and benefits. But H.R. 1 and the Ribicoff plan perpetuate the "categorical ap-
proach" which is at the heart of the inequities of the current system.

1rhe Aged, Blind and Disabled are divided into one category. Then, to replace,
the one confusing family program that now exists (AFDC), Title 4 of H.R. 1 and
Ribicoff would establish TWO new programs:

1. FAP-Family Assistance Plan--for families in which no one is physically
able to work.

2. OFF-Opportunities for Familles-for families in which at least one adult is.
physically able to work.

FAP would be run by the Department of Health, Education, and Welfare. OFF'
would be run by the Department of Iabor. Families would crigs-crogs back and'
forth as their situations changed. Redeterminations of eligibility and benefit
levels would likely be frequent. Delayed or missed payments would surely result.

Both the Harris and McGovern bills provide for simple administration with
low costs for the American taxpayer. Both erect a single category which would'
cover all persons in need in all parts of 'the country.

Only these two reform plans meet the first principle of true welfare reform..



AFDC H.R. 1 Ribicoff Harris McGovern

Does the plan provide an adequate income
floor to every person who needs it? ------- No ----------- No ----------- No ----------- No ----------- Yes.

What is the minimum annual income floor
(for a family of 4)? Varies -------------- $1.920 to $2,400 -------- $3,000 -------- $4,000 -------- $6,500.

$4,788.
How much is that per week? ------------- $37 to $92 ----- $46 ---------- $58 ---------- $77 ---------- $125.
Is there a cost-of-living provision? --------- No ----------- No ----------- Yes ---------- Yes ---------- Yes.
To what level? -------------------------------------------------- Poverty level $6,500 by 1976-. Adjusted to

by 1976. U.S. median
income.

Are benefits available to the "working poor?". No ----------- Yes ---------- Yes ---------- Yes ---------- Yes.
Are States required to maintain current

benefit levels through supplemental pay-
ments? ---------------------------- No ----------- No ----------- Yes ---------- Yes__.. - Yes.

What percent of recipients will lose benefits
without State supplementation ----------------------- 93 ----------- 70----------- 27 ----------- 0.

How much does the Federal Government
provide in matching funds to encourage
State supplementation? --------------- 50 ----------- 0 ------------ 30 ----------- 0 ------------ 0.

Are benefits available to all of the truly
needy? ---------------------------- No ----------- No---...------ Yes ---------- Yes ---------- Yes.

Are benefits to be based on current need - Yes ---------- No ----------- Yes.. Yes ---------- Yes.
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Adequate income.means providing people with money to meet the basic neces-
sities of life such as food, clothing, housing, health care, transportation and
recreation. It is unquestionably the key essential to true welfare reform.

H.R. l's proposed benefit level of $2400 for a family of four does not provide
an adequate income for the majority of needy families. Since there is no re-

quirement or incentive for states to supplement the federal -payments even up
to present AFDC levels, the benefits for most families are likely to fall below
current levels. Nor are there any provisions to increase these minimums, event
up to the proverty level.

Without state supplements, 98% of families on welfare today will lose benefits.
$2400 a year is above present benefit levels (including food stamps) in only five

states : Alabama, Arkansas, Louisiana, Mississippi and South Carolina. H.R. 1
supporters rightly point out that $2400 is above the cash benefit level in 22 states.
But this ignores the current bonus value of food stamps, which have grown to-
where they now account for nearly 20% of total welfare benefits.

Although, under H.R. 1, not all states are expected to cut out all payments
immediately, the current ,rash of benefit reductions Indicates this may be the-
inevitable result.

The Ribicoff plan ($3000) and the Harris plan ($4000) also fail to meet this
urgent test of true reform. $68 a week, or even $77 a week does not provide for
proper nutrition and the basic necessities of life for a. family of four. The
Harris plan would rise to the "low-standard-of-living" index by 1976 or before.

Only the McGovern plan begins at an adequate level of $6500 a year for a family
of four. This is the figure that the Bureau of Labor Statistics defines as a "low-
but-adequate" standard of living. Most people feel it is too high. Yet, it is only-
$125 a week for four people. It is not extravagant. It is simply adequate. Anything
less is a compr >mlse to true reform.

The President's Commission on Income Maintenance Programs reported:
"Technically, an income at the poverty level should enable families to purchase

the bare necessities of life. Yet an itemized budget drawn at that level clearly
falls short of adequacy. There are many items for which no money is budgeted,
although these items may be needed. Funds for them can only come out of sums
already alloted to the basic necessities of life."

ARBITRARY MAXIMUM PAYMENT

H.R. 1 provides for a maximum federal payment of $3600 to families of 8
Families larger than 8 will get no additional assistance. This discriminates
against a newly-born child. None of the other reform plans contain this arbitrary
cutoff.

There is no reason why a public assistance program should impose such a re-
striction. Every child has needs-whether he is the first child in the family or
the ninth.

Another reason why the National Welfare Rights Organization is opposed to
H.R. 1 lies in the following little-publicized bt alarming Government cost
projections:
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tI.R. 1, if all H.R. 1. if no
Current States supple- State supple-

AFDC costs ment 100 percent ments

Federal benefits ---------------------- $3. 0 $5. 5 $5. 5
State supplements ------------------- 2. 7 3. 1 0
Food stamps ------------------------ 1.3 0 0

Total benefits ------------------ 7.0 8.6 5.5

1 Total annual food stamp costs (bonus value) are $2,300,000,000 for all categories: AFDC, old age, disabled,
etc. There is no official breakdown for AFDC families. However, based on careful analysis of age-groups
and other data, the Department of Agriculture unofficially estimates that 55 percent ($1,300,000,000) Loes to
AFDC.

If ell states supplement, total benefits will increase. If no state supplements,
total benefits will drop. The actual figure will likely fall somewhere in between.

What we must remember is that these figures include benefits that will be paid
to millions of "working poor" who will be added to the rolls. The Administration
estimates a rise in welfare recipients from the present 10.3 million on AFDC
to 19.4 million under Title 4 of HR-1. So that even if all states supplement
100%, the average benefit per person will drop dramatically.

H.R. 1, If all
States supple- H.R. 1, if no

mient 100 State
AFDC percent supplements

Total benefits (billions) ---------------- $7. 0 $8. 6 $5. 5
Number of recipients (millions) --------- 10. 3 19. 4 19. 4
Average annual benefit per recipient-. $680. 00 $443. 00 $283. 00
Average weekly benefit per recipient -- $13. 08 $8. 52 $5. 44
Percent drop in average benefits -------------------- 35 58

Under HR-1, the welfare rolls will double, but the benefits will remain about
the same. This is taking from the poor and giving to the poor.

Ift these figures lie the potential for disaster unparalleled in our nation's
history; a 58% drop in average benefits to $5.44 a week, or even, optimistically,
a 35% drop to $&52 a week, is not only inhumane, but socially suicidal.

Yet this is what the authors of HR-i call "welfare reform."
We suggest that it is not reform at all, but something quite different. We

suggest that, because of the enormous and, perhaps, deliberate complexity of
R-i, many of its current supporters are not aware of these startling figures.
We suggest that, somehow, during the past few years, too many Americans

have come to think of welfare in terms of what it costs, rather than what its
benefits are; that, somewhere along the line, we have begun to put money ahead
of people.

True welfare reform demands that we change that thinking.



Financial relief for States ("hold harmless")

AFDC H.R. 1 Ribicoff Harris McGovern

Are States assured that their future costs will
never exceed their 1971 welfare Costs?

(a) For supplements paid to recipients No ----------- Yes ---------- Yes ---------- Yes ---------- Yes.
eligible under current State law?

(b) For supplements paid to working . No ----------- No ----------- Yes ---------- Yes ---------- Yes.
poor?

S(c)For supplements paid to newly- No ---------- No ----------- Yes e---------- Yes ---------- Yes.
eligible? (Singles, etc.)

(d) For supplements paid as the sole No ----------- No ----------- Yes ---------- Yes ---------- Yes.
result of a State s raising its bene-
fit level above what it was in 1971?

I Ribicoff provides a sliding scale, assuring that no State will spend more than the following percentage of Its calendar year 1971 costs:
Fiscal year: 0 Pent

1973--------------------------------------------------------------------------------------------------------------------------------------- 9
1974 ......-------------------------------------------- - -------------------------------------------------------------------------------------------------- 75
197& -------------------------------------------------------------------------------------------------------------------------------------- 5
1976 ..... r --------------------------------------- 2---------------------------------------------------------------------- 2
1977 ------------------------------------------------------------------------------------------ ------------------------------------------------------------------------ 0
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This is a confusing, but crucial, area. If a state chooses to make supplemental
payments to recipients, the Federal Government guarantees that the state need
never spend more than the state spent in 1971. If a state's supplemental payments
should exceed 1971 costs, the Federal Government picks up the tab for every-
thing over that.

However, under H.R. 1, this guarantee only applies to monies paid by the
states to recipients who would be eligible under that state's current welfare laws.

A state will not be "reimbursed," ("held harmless") by the Federal Govern-
ment for any payments made:

1. To the working poor (since they are not currently eligible), or
2. As a result of a state's raising its basic benefit level above what it was in

1971.
In other words, if a state, one day, in a burst of generosity, decided to raise

the total benefit level from, say $3200 to $4200, it would not be reimbursed by
the Federal Government for any payments made because of that rise in levels.

For example:

State welfare c08ts

1971

b)
(0)

Future
year

Those eligible under current system ----------------- $140 $160
Working poor ----------------------------------- 0 60
Additional costs as a result of raising benefit level

above 1971 level ------------------------------------- 50

Total. State welfare costs ---------------------- 140 270
Reimbursed, or held harmless by Government to State

($160 to $140) -20

Net State welfare costs- 140 250

The state is not "held harmless" for the $60 million it spent on working poor
supplements, nor on the $50 million it spent because it raised its benefit level.
Net state costs, then, are $250 million, compared to $140 million in 1971.

In these figures are powerful disincentives for a state to make supplemental
payments.
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Without state aid, where would people turn for help? Probably to the county
governments, financed largely by the already frustrated and beleaguered property
taxpayer. In many states, such as California, counties are required by law to fi-
nance general relief, to help persons who cannot get aid elsewhere.

We fully agree with the Columbia University Center on Social Welfare Policy
and Law:

"Although It extends benefits for the first time to the 'working poor,' and
promotes uniformity through Increased federal administration, HR-1 con-
tains little else In the way of 'welfare reform.' If enacted, It can result In
a loss of benefits to 90% of current welfare recipients, and it will create an
administrative process antagonistic to individual rights and unrespon-
sive to human needs."

SPECIAL NEEDS AND EMERGENCY ASSISTANCE

Unlike the current system and all other reform plans, H.R. 1 denies benefits
for special needs, such as: replacement of worn-out refrigerator or stove; major
household appliance; special diet for an ill person or pregnant woman; replace-
ment of Items lost in fire, flood, theft or other disaster; special transportation
costs; special medical, nutritional or Instructional needs of any member.

Current law now permits emergency assistance for a period of up to 30 days a
year to any recipient without resources. All reform bills except H.R. 1 retain this
provision. H.R. 1 would provide for an advance payment of $100 at the time of
application, If a true emergency can be proven. This $100 Is then deducted from
the recipient's FIRST payment.

CURRENT NEED

One of the little known but most devastating provisions of H.R. 1 concerns the
method for determining the amount of benefits. Under current law, benefits are
to be based upon current needs. This has been Interpreted in present HEW
regulations to mean that "only such income as is actually available for current
use" will be considered.

Tragically, H.R. 1 budgets for families are not computed according to current
need. They are computed on a quarterly basis, and any Income received during
the previous THREE quarters is to be deducted from benefits due for the cur-
rent quarter. This means that a family will be presumed to have saved all in-
come for the past nine months in excess of payment levels. A family thrown
out of work will thus have to wait up to nine months before it becomes eligible
for any payments, regardless of ability to meet current needs. It will be expected
to buy bread today with the money that it spent yesterday.

Neither the current AFDC system, nor any of the other reform bills include
this inhumane provision which is designed to save money Instead of people.
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WHO Is XWGIUL?

A family whose income falls below the minimum floor, or a working family
whose annual income falls below the "break-even point," and who has financial
resources below a specified level, may be eligible for benefits.



AFDC H.R. 1 Ribicoff Harris McGovern

Is a person eligible if he or she is:
Aged, blind, or disabled -------------- Yes --------- Yes I - - - - - - - - - Yes - - Yes ---------- Yes.A single person, 18 to 65 ------------- No ----------- No ----------- Yes ---------- Yes ---------- Yes.A married couple without children - ---- No-_ ---------- No ----------- Yes ---------- Yes ---------- Yes.A family of 2 or more with children - ---- Yes 2 ---------- Yes ---------- Yes ---------- Yes ---------- Yes.(a) Including a student under 18---- Yes ---------- Yes ---------- Yes ---------- Yes ----------- Yes.(b Including a student under 22---- Varies --------- Yes ---------- Yes ---------- Yes ---------- Yes.A family headed by a full-time college

student (with children) ------------- Yes ---------- No ----------- Yes ---------- Yes ---------- Yes.A pregnant woman with no other child. -- Varies -------- No ----------- Yes ---------- Yes ---------- Yes.
A migrant family with children, but not

living in a suitable home ----------- Yes ---------- No ----------- Yes ---------- Yes -- Yes.A person who has been outside the United
States for 30 consecutive days ------- Yes__ NoYes----------Yes- - - Yes.

I H.k. 1 would pay benefits to the aged, blind, and disabled under a totally separateprogram. (AABD-title 3.) The Ribicoff amendments to title 4 do not directly change
that program.

u Eligible If either parent Is absent, dead or ineanacitated, and the remaining parent is
unemployed. (Less than 100 hours a mouth.) Also eligible (in 24 States) if both parentsare present, and the father is unemployed.
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Under H.R. 1, income is not available to all who are truly in need. The
current system excludes the working poor--those who work, but don't earn
enough to rise from poverty. All four reform measures, including H.R. 1, correct
this injustice.

But under H.R. 1, single persons, childless couples and first-time pregnant
women are all ineligible. There is also an absolute exclusion of any family head
who goes full time to college. This arbitrarily prevents any recipient from pur-
suing a higher education. Even under current law, college attendance clearly
cannot be a factor in eligibility.

It makes no sense to deny assistance to a couple without children and provide
$2000 to a couple with one child. The incentive to have children under such an
illogical exclusion makes H.R. 1 a Family Expansion Plan rather than a Family
Assistance Plan.

The Ribicoff, Harris and McGovern plans all provide coverage to everyone
in need, whatever their status.



III

AFDC H.R. 1 Rtbicoff Harris McGovera

Does the plan provide incentive to productive No--- No ------------ No ------------ Yes ----------- Yes.
activity?

Will a family always earn m de by working?- No ------------ No ------------ No ------------ Yes .--------- Yes.
What items may a family deduct from its C.

total annual earnings?
The first $ --- - ------------ 3 720 ----------- 720 ----------- 0 ------------- 0.

percent of the remainder of -- - 3-- - - 33 ----------- 40 ----------- 40 ----------- 33.
earnings------------------- Gross --------- Net ----------- Gross --------- Gross --------- Gross.

Child care expenses? ---------------- Yes ---------- Limit --------- Yes ---------- Yes__ --------- Yes.
Work expenses? ------------------- Yes ---------- No ----------- No ----------- Yes ---------- Yes.
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No one would argue that positive work incentives are an essential principle
of true welfare reform. One of the inequities of the current system is that a
family that works often winds up with less money than one that doesn't.

Unfortunately, neither HR-1 nor Ribicoff change this situation. In many
cases, the problem is aggravated, because reasonable work expenses are no
longer deductible. A worker is expected to pay all transportation costs, union
dues, Federal, state and local taxes, and other mandatory payroll deductions
out of the $720 "incentive." When these costs are high, expenses can easily go be-
yond $720, leaving a working family less actual income than one where no one
is working.

What happens to a family earning $3000 a year when expenses run a nominal
$30 a week?

Typical example of work incentive under H.R. 1

Amount
family

Govern- Amount would have
ment family received

calcu- actually by not
lation receives working

Total earnings for year --------------------- $3, 000 $3, 000..........
Deduct $720 incentive ----------------------- 720...................

Adjusted gross earnings -------------- 2, 280-------------------
Work expenses, $30 per week (not deductible)- 0 -1, 500..........

Net earnings ------------------------------- 2, 280 1, 500..........
Deduct Ys of net --------------------------- -- 760

Amount which Government will deduct from
benefit level ----------------------------- 1, 520 -------------------

Therefore: Basic benefit level, $2,400; less
$1,520; Government pays to family $880 -------------- 880 $2, 400

So family's actual income is ---------------------------- 2, 380 2, 400

Under HR-1, the family is $20 poorer due to the father working full-time than
if the had not worked one single day. In the same example under AFDC (assum-
ing, for the sake of comparison, that the state's basic benefit level was only
$2400), the family would be allowed to deduct all work expenses, and would end
up with $3640.

As an even further disincentive to work, HR-1 provides that any deductible
child-care expenses must be deducted from "Net" earnings rather than "Gross"
earnings.

This is yet another of the confusing aspects of HR-1 which is misleading and
difficult to comprehend. We maintain this trickiness has been deliberately inserted
for the purpose of discouraging citizens and lawmakers from looking into the
fine print of the bill.

There is a further tendency to think of "Gross" and "Net" earnings as details
to be left to the mathematicians. But the difference in calculations can mean
hundreds of dollars a year to each of millions of families. Hardly a detail.
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HR-i CALCULATIONS

Ewmple of- "Net" vs. "Gross'l Jeneflts.

(Deducting child-care expenses from
"net" earnings)

Total earnings (52 weeks at
$1.60 an hour) ------------ $8, 328

Deduct $720 "incentive" ------- 720

Adjusted gross earnings ------ 2,608
Deduct child-care expenses

($30/week) -------------- 1,500

Same example, but what happens when
child-care expenses are deducted from
"gross" earnings

Total earnings ------------- $, 328
Deduct $720 ----------------- 720

Adjusted "gross" earnings ---- 2, 608
Deduct one-third of "gross"--- -869

"Net" earnings -------------- 1, 108 Net earnings --------------- 1, 739
Deduct one-third of "net" 369 Deduct child-care ----------- 1, 500

Amount which Govt. will de-
duct from benefit level ------ 739

Therefore:
Benefit level ------------ 2,400
Less ------------------- 739

Govt. pays to family ---------- 1,661

Amount which Govt. will de-
duct from benefit level ------ 289

Therefore:
Benefit level ------------ $2, 400
Less ------------------- 239

Govt. pays to family ------ 2, 161
The difference between calculating a family's benefits on "gross" or on "net"

income is $500.
A family loses 33% cents on every dollar spent for child-care expenses under

this curious accounting method. In effect, a family does not get a full deduction
at all. It gets only %.

What happens to that same mother wheb she also has normal work expenses?

Amount
family

Govern- Amount would have
ment family received

calcu- actually by not
lation receives working

Total earnings -------------------------- $3, 328 $3, 328
Deduct $720 ----------------------------- 720

Adjusted gross earnings -------------------- 2, 608
Deduct child care expense ------------------ 1, 500 -1, 500
Work expenses (not deductible) --------------- -0 -1, 500

Net earnings ---------------------------- 1, 108 328 ----------
Deduct % of net --------------------------- 369

Amount which Government will deduct from
benefit level ----------------------------- 739

Therefore: Benefit level, $2,400; less $739;
Government pays to family, $1,661 ------------------ 1, 661 $2, 400

So family's actual income is -------------------------- 1, 989 2, 400

So by working full time throughout the year at the full minimum wager a
mother could actually receive $411 LIMS8 for her family than if she had not
worked at all.

Both the Harris and McGovern bills allow reasonable work and child-care
expenses to be deducted from "gross" earnings, thus providing positive incen-
tives to work, and fulfilling a crucial element of true welfare reform.

,-MY"S 0- is pt.4 -81



AFDC H.R. I Ribicoff Harris McGovern

Does the plan respect the freedom of indi-
viduals to manage their own lives, increase
their power to choose their own careers, and
enable them to participate in meeting per-
sonal and community needs? ------------ Varies -------- No ----------- No - ---- No ---------- Yes.

Who's excluded from work?:
Mother of a child under 3? ----------- Yes ---------- Yes---------- Yes ---------- Yes-- -------- Yes.
Mother of a child under 6? ----------- Yes ---------- No ----------- Yes ---------- Yes ---------- Yes.
Mother of a child under 18? ---------- Varies -------- No ----------- No ----------- Yes ---------- Yes.
Mother, if husband works? Yes ---------- Yes ---------- Yes ---------- Yes ---------- Yes.
Father, if wife works? --------------- Varies -------- No ----------- No ----------- Yes ---------- Yes.
Student under 22? ------------------ Yes ---------- Yes ---------- Yes---------- Yes ---------- Yes.
Pregnant woman with no other child? ---- Varies -------- No ----------- Yes ---------- yes---- ------ Yes.

NO.-Yes f excluded from work. No if not excluded and, therefore, forced to work.
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This Is where the emotion is. It's "workfare" vs. "welfare-" Emptying bed pans
vs. "living the good life." Logic won't work. We believe what we want to believe.

The U.S. Constitution, Article 1, Section 8, says:
"The Congress shall have power to lay and collect taxes ...... and provide

for the common defense and the general welfare of the United States."
How is it- that the term "welfare" has become a dirty word in America? As

a percent of national income, the U.S. spends less on social programs than any
of 16 European countries, and less than Canada, Israel, Australia and New
Zealand.

Swedish economist Gunnar Myrday discovered:
"America of all rich countries is one which has the highest rate of un-

employment, the worst and biggest slums, and which is the least generous
In giving economic security to its old people, its children, its sick people
and its invalids."

Why? What is it that we want welfare reform to accomplish? Is it to get
money into the hands of those- who need it, and to reduce regulation of them
to a humane minimum? Or is it to make It so difficult for people to get money that
they will gladly take any kind of Job just to survive?

Should basic economic needs be available as a matter of right, with need as
the sole, criterion for eligibility? Or should they be available only to those who
are judged to be "deserving." -

Perhaps we could learn from our European neighbors. After all, no one na-
tion has a monopoly on knowledge.

The social welfare programs in Sweden and Denmark are well known. Poverty
has all but been eliminated in those countries. West Germany is moving in the
same direction.

The French Constitution states:
"The nation shall guarantee to all and particularly to the child, the

mother and the aged worker, protection of health, material security, rest
and leisure. Any individual who, because of his or her age, his or her physi-
cal or mental condition, or because of the economic situation, shall find him.
self or herself unable to work, shall have the right to obtain from the com-
munity the means of a decent existence."

Are we any less willing to care for our unfortunate then the French?
The basic welfare philosophy which the United States, as a civilized nation,

should embrace is summed up by the French Government:
"Man, from birth to death, has the right to be protected by the com-

munity. All of France's social legislation is dominated by the determination
never again to place man in the position of begging."



.&FDC H.R. 1 Ribicoff Harris McGovern

Can a person refuse to work if:
Job pays only % of minimum wage? - Varies -------- No ----------- Yes ---------- Yes ---------- Yes.
No adequate child care is available? ------ Yes ---------- No ----------- Yes ---------- Yes ---------- Yes.
Job is too far from home? ------------ Yes ---------- No ----------- Yes ---------- Yes---------- Yes.
Job is dangerous to health and safety? -... Yes ---------- No ----------- Yes----- ----- Yes---------- Ye.
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HR-1 may provide little in the way of the "carrot"lor incentive, but it provides
much in the way of the "stick."

Under HR-1, persons assigned to Jobs must accept % of the minimum wage-
$1.20 per hour. A large pool of workers will be created who because they must
work for low pay, will depress wages. The Federal Government, in its own pro-
gram, will be subsidizing sub-standard wages. Ribicoff and Harris guarantee
that no recipient need work for less than the minimum wage.

H.R. 1 provides no guarantee that a recipient will not have to work if no
adequate child-care is available. The House Ways and Means Committee Report
specifically states that "the lack of quality child care would not be good cause
for failure to take training," as it is under current law.
H.R. 1 does not specify that distance from home and health and safety

standards shall be grounds for refusal to work. Authors of H.R. 1 deny this. They
say the Committee Report on H.R. 1 says they shall be valid reasons to refuse.
But the bill, itself, does not say that. Current law and all other reform bills do.
How much legal weight does a Committee Report carry?

H.Re-I authors also say a person can refuse work for "good cause." But "good
cause" is not defined in the bill. It is left to the Judgment of "the Secretary,"
with no hearing provided. This means that it will likely vary from office to
office according to the usual human moods and prejudices, as is now the case
with unemployment compensation.

These are just two examples of why there is so much confusion surrounding
H.R. 1.

In short, a mother with a 8-year old child can be required to work for $1.20 an
hour at whatever job is available, even if only low-quality day care exists for her
child, and may even be forced to pay the entire cost of the inadequate day-care.
This cost, plus her work expenses, could easily wipe out her entire earnings, and
could even result in less Income than if she didn't work. It would be the strongest
kind of disincentive to work. Yet, if she refused, she would be cut off welfare,
and any payments for her child would be paid to an administrator outside the
family.

It is clear to us that H.R. 1 is yet another welfare program for the business
community. For it will assure them a supply of cheap labor. And employer need
only inform the local welfare office that Jobs are available and recipients must
work for him at $1.20 an hour or lose their welfare benefits.



Job8 and trading

AFDC H.R. 1 Ribicoff Harris

How much funds are authorized for public (1) )- _ 0.8 .... 1.2 1.------ - 0.
service jobs? (billions, of dollars).

How many jobs will this create? (thousands)_ ---) 200 - 300- 0.
Is that enough jobs for all who want to work?-- No ----------- No ----------- No ----------- No ----------- No.

How much funds are authorized for job tram- (1) --------------. 54 ----------- 1.0 ----------- 1.1 -- 0.

ing? (billions of dollars).
Will the training always lead to a job?------ No ----------- No ----------- No ----------- No----- ------ No.

Can training be taken in college?--------- Yes ---------- No ----------- Yes---- ----- Yes__ Yes.

Can a trainee volunteer to work, full-time, )--------- No ----------- No No ----------- Yes.

with charitable organizations such as Red
Cross, hospitals, YWCA, Big Brothers, the
blind, nursing homes, etc.

Is raising a family considered useful work?-- -)--------- No ----------- No ----------- Yes. - ------- Yes.

lAFDC varies from State to State. H.R. 1OW4 ("Ta " bill) which goes into effect July 1,1972, provides an Increasefrom 75 percent to 90 perct for Federal matching funds to

encourageStates to establish work and training program& Items marked (1) will become "No."
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With all the talk ab6ut "workfare," and forcing welfare recipients to work,

we would like to ask where is the work test that we apply to farmers? Where Is
the' Work, teot that we apply to oilmen? WherO is the work test that we apply to
bankers, to defense contractors, 'to cattlemen, to shipbuilders, all of whom re-
ceive subsidies, or "welfare" from the Government? Isn't this soialism fot. the
rich ana free enterprise for the poor?

Perhaps the work requirement, itself, becomes irrelevant when one considers
the labor market today. Unemployment is over 6%. Among blacks it i 11%.
Indeed, since the autumn of 1909, total non-white male employment has fallen
by 82,000.

Five million people cannot find Jobs. The Administration deliberately keeps
unemployment above 4% 'to "stem inflation," even though most industrial na-
tions maintain rates of 1% to 2%. None of the reform bills provide jobs or train-
ing to meet this kind of demand.

Even if it is valid public policy to combat inflation with high unemployment,
we wonder if we should then punish the victims of this policy by denying benefits
to those who do not work.The assumpton on the part of many persons in and out of government is that
the upsurge in welfare costs Is due, not to an officially-induced recession, but to
the laziness of the poor and their unwillingness to empty bed pans. Yet a pilot
program in effect for nearly two years in New Jersey is proving that people 'till
work, voluntarily, without forced work requirements.

To shrink the welfare morass 'we must grant aid on the basis of need-regard-
less of whether the needy are "deserving" or not in the eyes of others. Only then
can we dismantle most of the welfare bureaucracy. The part of the welfare sys-
tem that does remain can concentrate on helping the individual to find ways to
develop himself, rather than policing him to ensure he Is not loafing.

It Is a myth that people don't want to work. Robert Townsend, for~ner Presi-
dent of the Avis Corporation who got everyone to try harder, is a man who
should know:

"People don't hate work. If's as natural as rest or play. They don't have
to be forced or threatened. If they commit themselves to mutual objectives,
they'll drive themselves more effectively than you can drive them."

Under the McGovern plan, benefits are based solely on-need. Recipients are
left with the freedom to manage their own lives, to plan their own careers, and
to raise their own families Without the supervision of a Government bureau.

ThuS, it alone meets the test of the fourth principle of true welfare reform.
V-Does the plan provide a Iswt system that protects the rights of individuals,
and provides reasonable opportunities to redress grteanes within the system?
AFDO ------------- .....-- - .... -' Yes.
HR. 1 ------------------------------------------------ No.
Ribicoff (both H.R. 1 and Ribicoff deny Judicial review "as to any fact,"

again contradicting numerous Supreme Court rulings) -------------- Yes.
Harris ----------------------------------- Yes.
McGovern ----------------------- --------- --- Yes.

True welfare reform must recognize and protect the rights of recipients, Many
of the indignities and Injustices of the present' system resulted from denial
of basic rights of people ao citizens. Through many hard-earned legal victories
in the past few years, many of these formerly-denied-rights are now granted.

Under H-1i, however, unlike any of the other plans, a person's benefits may
be cut off without adequate notice or a prior hearing. This is in direct violation
of a Supreme Court ruling. 46/, of all AFDC cutoffs are reversed after hearing.
If HR-1 is passed, It is feared those 46% mayliterally starve waiting for Justice.

Opponents of HR-i claim it denies basic constitutional rights. It requires
that representatives of recipients show they are "of good character and in good
repute." A local official could bar any attorney for "refusing to comply with
the Secretary's rules and regulations," and could appoint hearing examiners
"without meeting specific (Government) standards." No such arbitrary stipula-
tions exist under current law or pny of the other plans.

Under Ht-l, a family may be automatically cut off froni benefits, without
a hearing, for delay or failu e to file a myriad of periodic reports. This Is certain
to result In loss of benefits to thousands whose only crimo Is Ignorance of
bureaucratic procedures.

Under HR-1 and Ribicoff, the Government will Institute and upe a "national
master file" composed of information from IRS, Social Security. and other
source . Extensive investigations will be made before benefits are paid, including

the unconsented-to-uestioning of neighbors, landlords, creditors, etc.
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The Harris and McGovern bills consider this an invasion of privacy, and
unnecessarily costly to the American taxpayers. Welfare fraud is only 0.4%
of all recipients, a figure comparable to white collar crime. Government 4idles
have shown that amounts saved by a simple declaration-of-need process far
exceed any monies received illegally.
Current costs of welfare fraud: (0.4% of $14.5 billion) --------- $58,000,000
Current cost of administration --------------------------- 800 000 000
H.R. 1 cost of administration (Government estimate) --------- 1, 100,000 000

But too many Americans don't believe-the figurea The myth of the "welfare
chiseler" persists and embodies itself in the most critical legislation of our time.

Why? How did the myth get started? What k eeps it going? How do you
manipulate people to believe that welfare fraud is rampant when, in fact, it is
0.4%.

It's not difficult.
If you're President Richard Nixon, you go on national television on Labor Day,

1971, and you tell the American people:
"The thing that is demeaning is hbr a man to refuse work and then to

ask someone else who works to pay taxes to keep him on welfare"
(Applause)

If you're the State Welfare Director of Nevada, you make the front page
by charging that:

"50% of welfare recipients caught cheating."
Later you are found to be "running roughshod over the rights of welfare

recipients" and your charges totally unfounded by the Federal District Court in
Las Vegas in March, 1971. But the truth never quite catches up with the charge.

If you run a San Diego newspaper, you give a 5-column, 50-inch story to
Governor Reagan's blast of rising welfare costs, while in the same issue, you put
the latest poverty figures on an inside page in a two-inch news story.

If you manage the Los Angeles Herald-Examiner on May 5, 1971, you trumpet
the headline:

"Poverty Aid Scandal; Reagan Bares Thefts; Asks Nixon Act."
Those people who will bother to read the story will find that there are no-

thefts at all. Reagan is charging mismanagement of certain Office of Economic
Opportunity funds.

OEO officials are given no opportunity in the story to replay to the charges.
Thus, the impression the Los Angeles public will receive-this day is that there is
flagrant welfare chiseling in California, when, in fact, there Is nothing of the sort.

If you run the only other major Los Angeles newspaper the Times, you head-
-line: "Welfare Costs Skyrocket" citing the annual welfare cost rise to $16.8
billion. But a few days later you virtually ignore the U.S. Senate's voting of $21
billion for military procurements costs in 1972. You bury the story on the inside
pages.

Then, on September 30. 1971. when the Government announces it's latest survey
that welfare fraud Is substantially less than 1%, you ignore the story completely.
You don't even print it.

So it's not difficult to see how the Los Angeles public, is regularly deluded into
believing that welfare costs and welfare chiselers are the cause of rising taxes,
and thatthe poor of America are richly getting what they deserve.

And the same pattern exists throughout the country.
And so the myth of the "welfare chiseler" has not only survived, it has ar-

rived at its final, pre-ordained destination-enshrined in major national legisla.
tion, designed to diminlfh the individual liberty of any citizen unfortunate enough
to find hmself or herself on welfare.

Moreover, the myth is given sanction and even endorsement by mayy who would
hAve been rightly outraged as little as four years ago.

It is for reasons such as these that welfare reformers oppose HR-i. Protection
of Justice and individual liberty is vital to any true welfare reform. They should
not be denied to any citizen. Only the Harris and McGovern plans meet this
crucial test.
VI--Does the plan provide income is a way that is neither degrading to human

dignity, nor destructive of family, lifet
AFDO --------------------------------------- .. ------------- No.
HR-- ---------------------------------------------------- No.
RIB -- --------------------------------------------------- Yes.
Harris -------- ; ---------------------------- --------------------- -- Ye.
McGov ------------------------------------------------------------ Yes.
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The final prerequisite of welfare reform is that it must preserve the dignity of
the individual and the integrity of the family. Man-in-the-house rules and resi-
dency requirements are only two of the obvious examples of a degrading welfare
policy. The Courts struck down both of these as unconstitutional.

Yet HR-1 brings back to life both of these abhorrent, obnoxious indignities, in
direct contradiction to the Court's rulings. It makes stepfathers financially re-
sponsible for their stepchildren, even if state law dictates that this is not true foA
non-welfare stepfathers. It sets the stage for a revival of the infamous man-in-

. the house raids. It creates a whole new class of society: the "welfare father," as
opposed to the "non-welfare father." It's the old class-against-class technique.

It Is not only demeaning and'dehumanizing, but it creates a strong distinctive
to marriage and family stability.

Under HR-1 and Ribicoff, any Individual who deserts his spouse or child is
made liable to the Government for all welfare benefits paid to them. This debt is
to be collected out of "any amounts otherwise due him or becoming due him at
any time from any officer or agency of the United States or under any Federal
program." (Old Age, Survivors Disability Insurance, Social Security, etc.) No
court needs determine that a debt exists. The debtor has no legally prescribed
recourse once the Government's decision is made. Nor has he the right to advance
notice that funds are being kept from him. In other words, he is being deprived
of property without even a semblance of due process of law.

In some quarters, it is a commonplace belief that recipients of public assistance
should give up their rights as citizens because they are accepting "public char-
ity." Much of the language of HR-1 reflects this sentiment.

Throughout HIl- appear the phrases "the Secretary shall prescribe," "as
determined by the Secretary," etc. They refer to the Secretary of Health, Edu-
cation and Welfare and the Secretary of Labor. The phrases are generally found
in the context df a rule or policy of HR-1 containing only vague guidelines. The
"Secretary" is assigned the task of lmpleme~tlng and making these policies
specific.

We fear that this unchecked power, coupled with the lack of recourse for
recipients, will enable the "Secretary" to virtually control the life of everyone
in the program.

We further fear that, In the not-too-distant future, perhaps before 1984, that
as more and more people are forced to enter the welfare rolls (through loss of
jobs due to technology, economic conditions, etc.), the "Secretary" may come
to control a sizeable portion of the American population.

We believe, as did Whitney Young, that:
"Human rights are God-given. Simply because one exists in the image

of God, he Is entitled to certainlid-aman rights, to. the realization of his
full potential."

We believe that the American people are a compassionate people. We believe,
as did Robert Kennedy, that "as long as there is plenty, -poverty I evil." We
believe that the lessons we were taught in church and In school still hold good-
that we are our brothers' keeper, even- tW6ugh sometimes we forget.

We believe that we should help all people who cannot help themselves. When
a child in a ghetto is five years old, we do all we can to help. Often we fail. Then,
twenty poverty-filled and educationally-deprived years later, some of us call that
same child a leech and a welfare chiseler. We reject such logic.

True welfare reform demands compassion and protection of human dignity.
H.R. 1 would deny these. The other reform bills, in varying degrees, support this
crucial element of true welfare reform.

SUMMARY

It is objectively clear that H.R. 1 does not meet the principles of true welfare
reform; that, in fact, It is not reform at all and should be defeated.

* It is further clear that the present system, despite Its shortcomings, is infinitely
preferable to the los of benefits, denial of rights, and serious encroachment on
individual liberty which HR. 1 would surely bring.

Senator. Rbicoff's plati is a' solid improvement over H.R. 1, but it falls to
meet fodr of the six essentials of true welfare reform.

Senator Harris' bill scores high, but it retains two weaknesses of the others:
inadequate Income at the start of the program,, and forced work requirement
which will likely prove Ineffective and impractical.

Senator McGovern's plan, alone, meets the objective principles of true welfare
tworm .. streamlined administration, adequate Income, positive work Incen-
tives, freedom to manage one's own life, protection of individual liberty, and
protection of human dignity and family life.



What will the plan cost the 1st year? (billions
of dollars).

Is that cost less than:
Our annual defense costs? ($80,300,000,-000).
Annual subsidies and tax loopholes?

($56,500,000,000).
The amount of new income added to the

GNP each year? (over $50,000,000,-000).
'Military cost overruns of recent years?

($33,400,000,000).
-The amount we spend each -year on

cigarettes and alcoholic beverages?
($3Oo,,00oo,0).

Our costs in Vietna a last year? (esti-
mated $20,000,000,000).

Our anual- interest payments?
($18,400,000,000).

What is the cost as percent of GNP?
(over $1,000,000,000,000).

How much will it cost?

Current System H.R. I

14.5 ---------- 18.4.........

Yes ....

Yes----------

Yes ........
Yes_

Yes ........

Yes

Yes-- -

1.4----------

Yes.........

Yes.........

Yes

Yes---------

Yes.........

Yes.

Yes- - -

1.8-

Harri

28.5-

Yes

Yes- - -

Yes

Yes

Yes

No_

No -

2.8

McGovern

50.0.

Yes.

Yes.

Yes.

No.

No.

No.

No.

5.0.

Ribicoff

22.0 -----------

Yes ....

Yes

Yes ........

Yes---------

Yes---------

No-

No----------

2.2
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When we ask "How miich will it cost?" we make a mistake. We should ask:
"To what are we committed?" In World WarII we did not ask, "What will it
cost to defeat Hitler?" We did what we had to do.

Today the United States spends $100 billion a year to ward off "risks" from
abroad, while we ignore "realities" at home. There is no way to Justify this.

A society that can sl*nd billions of dollars on losing weight, and can't spend
enough to feed people suffering from malnutrition is sick.

HOW MUCH WILL IT COST?

COST IN BILLIONS

CURRENT SYSTEM

HR-i

'RIBICOFF PLAN

HARRIS PLAN

MCGOVERN PLAN

Compared to:

DEFENSE COSTS

SUBSiDIES AND TAX
LOOHOLES

NEW INCOME ADDED
=P EACH YEAR

TO

MILITARY COST OVERRUNS
OF RECENT YEARS

AMOUNT SPENT ION CIGAR-
ZTTES AND ALWHOLICBEVRAGES
COST IN VIETNAM

LAST YEAR

INTEREST PAYMENTS

COST PER AMERICAN
FAMILY (63.4 million

households)

PERCENT OF GNP

#20

1315
I

140

~63O
I,

4.0

g' o

1
J

4q45

(O

IV9

- I

I

1260

8'.0
;.. ft e ..

L- -0-0



True welfare reform quick ta//y

A.DC I AR. I Riboff Harris McGover

I. SIMPLE ADMINISTRATION

1. National uniform standard? No
2. Eimina categores? ------------------ No
3. Completely run by Federal Government?- No- - -

II. ADEQUATE INCOME TO ALL

4. Minimum annual floor? (family of 4) .... Varies__
5. Minimum weekly income floor
6. Is it adequate? -------------------- No
7. Cost-of-living increases -------------- No
& Working poor covered? -------------- No
9. Extra help for large families?---------- Yes.-

10. Minimum for aged, blind and disabled?
(couples).

11. Eligible for food stamps?- ----------- Yes-

A. State Supplementation

12.

13.

14.

15.

1.
17.
18.

Must States maintain current levels?..... No..........
How manyreciiets lose benefits with-

_out Ste aid? (percent).
Incentives for States to supplement? (per- 50 -------------

cent).
States assured no increase in costs if it No,........

supplements?

B. Current Needs

Special needs covered? --------------- Yes.........
Emergency assistance avail""? .-------- Yes ...........
Benefits based on current need? -------- Yes.........

Yes -
No..........
No

$2,400.........
$46__ -
No
No
Yes- - -
No-
$2,340

Yes-
No
No

$3,000_________
$58
No
Yes- -
Yes-
Yes.
$2,340 ---------

Yes-
Yes__
No___

$4,000-------
$77---------
No..........
Yes- -
Yes-- -
Yes- -
$2,600 ........

Yes.
Yes.
Yes.

$6,500.
$125.
Yes.
YeS.
Yes.
Yes.K410o.

No ----------- No ----------- No ----------- No.

No ----------- Yes ---------- Yes ---------- Yes.
90 ----------- 70 ----------- 27 ----------- 0.

0 ------------ 30 ----------- 0 ------------ 0.

No ----------- Yes ---------- Yes ---------- Yes.

No-_ -
No
No___

Yes ....
Yes
Yes"

Yes ---------- Yes.
Yes ---------- Yes.
Yes ---------- Yes.



19.
20.
21.
22.
2&

C. Everyone covered?

Family of 2 or-more with children?
Sings and childless couples? ?..
Family hee by college student?-------
Pregant woman with no other child?-....
Studt under 22? .........

II. WORK INCENTIVE

24. Family keeps first $ of earnings...
25. Pli percent of reminder of
26., earnings-- - - - - - - - - - -
27. Wor. expenses deductible?
28. C hild-care expenses deductible? ---------
29. Always earn more by working? -_
30. "Break-even" point? .- -

IV. FREEDOM

A. Work reuiement: Who', exduded?

31.
32.
33.
34.
35.
36.
37.
38.
39.

40.
41.
42.
43.

Mother with child under 3?
Mother with child under 6?..........
Mother with child under 18? ------------
Mother, if husband works?
Father, if wife works?....... ; ...
Child under 16?--
Child 17 to 18 if not student? -----------
Student1 under 22? ..............
Pregnant woman with no other child?-.....

B. Can a person refuse work if

Job pays only % of minimum wage?-
No adequate child care available? .......
Job is too far from home? ..........
Job dangerous to'health and safety? .....

Varies
No -
Varies --------
Varies ..-------
Varies

360
33------------
Gross
Yes ---- -
Yes
No...- .- _--
Varies -

Yes ---------
Yes
Varies ----------Yes.....

Varies
Yes

Yes ....

Varies ..........Yes
Yes ..
Yes ..

Yes
No___
No_.
No_.
Yes ....

720-- -
33----------
Net ---- "
No-- -
Limit_
No_
$4,320 ---------

Yes --
No-
No-
Yes
No- - -
Y es ------------No ...........
Yes ....
No-

No_
No_
No-
No_

Yes-
Yes_.
Yes
Yes
Yes

720 ........
40- -
Gross__
No
Yes ....
N o ------------
$5,720 ---------

Yes ........Yes
N o -- -- -- --
Yes ---- -- --No
Yes ....
No ............
Yes ....
Yes

Yes
Yes ....

No ....Yes ..

Yes
Yes
Yes___
Yes-
Yes.........

Yes.
Yes.
Yes.
Yes.
Yes.

0 ------------- 0.
40 ----------- 33.
Gross --------- Gross.
Yes ---------- Yes.
Yes ---------- Yes.
Yes ---------- Ycs.
$6,667 ------- $,5_

Yes_ 'Yes.
Yes ---------- Yes.
Yes ---------- Yes.
Yes ----------- Yes.
Yes ..--------- Yes.
Yes ---------- Yes.
Yes ..------- -- Yes.
Yes ---------- Yes.
Yes ----------- Yes.

Yes ....
Yes ....
Yes___.....
Yes ........

Yes.
Yes.
Yes.
Yes.



True welfare reform quick tay-Conued

AFDC ILR. I Ribcoff Harris McGovern

C. Jobs and training

Enough jobs available for all?
Will training always lead to job? --------
If not, are trainees then free to look for

work on their own? ....
Can training be taken in college?
Can trainee volunteer, full time, with

Red Cross, hospitals, etc.? ..rk?Is raising a family useful work? ---------

V. JUSTICE AND INDIVIDUAL RIGHTS

A. Due Process of Law

Full due process hearings? ....
Retail benefits until after hearings? ......
Representation, legal counsel and impar-

tial hearing examiners?
Full judicial review?--

No ----------- No No ----------- No ----------- No-
No ----------- No ----------- No ----------- No ----------- No.

Varies -------- No ----------- No ----------- No ----------- Yes.
Yes ---------- No ----------- Yes ---------- Yes ---------- Yes.

Varies -------- No ----------- No- No ----------- Yes.
Varies -------- No ----------- No ----------- Yes- Yse.

Yes ---------- No ---- Yes ---------- Yes ---------- Yes.
Yes ---------- No ----------- Yes ---------- Yes ---------- Yes.

Yes ---------- No ----------- Yes ---------- Yes ---------- Yes.
Yes ---------- No ----------- No ----------- Yes ---------- Yes.

44.
45.
46.

47.
48.

49.

50.
51.
52.

.53.



B. Individual Rihts

Protection from automatic cutoff? ------ Yes ---------- No ----------- Yes ---------- Yes ---------- Yes.
Simple declaration-of-need process? ------ Yes ---------- No ----------- No ----------- Yes ---------- Yes.
Confidentiality of records? ------------ No ----------- No ----------- No ----------- Yes ---------- Yes.
Absent parent protected from garnishee of

social security savings? ------------- Yes ---------- No ----------- No ----------- Yes ---------- Yes.
Notification of proposed rules? ---------- Yes ---------- No ----------- No ----------- Yes ---------- Yes-
Equal benefits for Puerto Rico, Guam,

and Virgin Islands? ------------- --- No----------'No ----------- Yes ---------- Yes---------- Yes.

VI. HUMAN DIGNITY AND FAMILY LIFE

60. Protection from " man-in-the-house" raids? Yes ........
61. Safeguard against residency laws? ------- Yes __
62. Adequate funding for child care? -------- No..........
63. Developmental, not custodial, care?- ---- Yes.........

No
No
NoN o -- -- -- --

Yes ---------- Yes
Yes ---------- Yes__.
No ......................
No-------------------------

COST

64. How much will it cost? billionso dollars)- 14 5 ----------- 1& 4 ---------- 214__ 2& 5-_ - 50.0
65. Less than defense costs _ Yes_ - Yes_ - Yes_ - Yes_. Yes.
66. Less than subsidies and tax loopholes?__ Yes_ Yes_ - Yes - Yes - Yes.
67. Cost as percent of GNP? ------------- 1.4 ----------- 1.8 ----------- 2.2 ----------- 2.8 ----------- 5.0
True welfare reform final tally:

Yes ---------------------------- 29 ----------- 10 ----------- 36 ----------- 47 ----------- 5L
No --------------- -------------- 15 ----------- 45 ----------- 22 ----------- 7 ------------ 3.

54.
55.
56.
57.

58.59.

Yes.
Yes.
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CONCLUSION

The American people expect and demand welfare reform. But if inadequate or
repressive legislation is passed, someday another President will be calling the
new system "an outrage" and demanding reform. Meanwhile, millions of Ameri-
cans will continue to live in poverty.

The choice we face as a nation, today, is more than just welfare reform. We
must choose what kind of a people we want to be.

We can ask, "Why have welfare at all?" For most of us, it is simply instinc-
tual behavior. We look after our own. In a good country, your own includes a
lot of people. It includes everybody.

In 1972, we have a chance to pass the most significant social legislation in our
history. We have the resources to provide economic security and true freedom
to everyone In America ... to set a pattern for the world to follow.

We can do it. The only question is: will we?

COMPARATIVE SUMMARY OF MAJOR WELFARE REFORM PROPOSALS

The present Federal-State-local welfare system is geographically inequitable,
discourages self-help, fails to reach more than ten million persons with incomes
beneath the poverty line, provides in most cases less than a subsistence level of
benefits, encourages desertion, is administratively chaotic, and has fostered de-
humanizing myths about the poor.

The House of Representatives on June 22, 1971, passed a bill to revamp this
system. Widely criticized, this bill is now pending in the Senate Finance Com-
mittee along with alternative welfare reform bills sponsored by Senators Harris,
McGovern, and Ribieoff.

.. The Senate will act on these proposals In 1972. The issue is a complex one easily
obscured by myth and misinformation. The purpose of this summary is to show
the differences and similarities among the pending welfare reform proposals to
help you judge for yourself what choices the Senate ought to make.
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The CHAMMAN. That concludes today's testmony.
The committee will meet at 10 a.m. tomorrow.
(Whereupon, at 12 "10 p.m., the hearing was adjourned, to recon-

vene at 10 a.m., Thursday, February 3, 1972.)



SOCIAL SECURITY AMENDMENTS OF 1971

THURSDAY, FEBRUARY 3, 1972

U.S. SNATE,
Com miir ON FINANCE,

Waehington, D.A.
The committee met, pursuant to recess, at 10:05 a.m., in room 2221,

New Senate Office Building, Senator Russell B. Long, chairman,presiding.
Present: Senators Long, Andqrson, Talmadge, Ribicoff, Byrd of

Virginia, Nelson, Bennett, Curtis, Jordan of Idaho, Fannin, and
Hansen.

The CHAIRMAN. Thfis'hifi- w il come to order.
We are scheduled to hear Gov. Nelson Rockefeller first today but

the Governor is not here at this time, so we will call the next witness,
the Honorable Wilbur Cohen, former Secretary of Health, Education,
and Welfare.

Mr. Cohen, we are pleased to welcome you back here as an old friend
who labored for many, many years in the vineyards of poverty, social
security, medicaid, and medicare. You were one of the early advocates
of the abolition of poverty; and we will be pleased to have the sug-
gestions that you might be willing to offer us and your thoughts as to
the ways that we might advance this Nation's interests.

You have thought about it for many years--how many years did you
.spend over there-in HEW and Federal Security Administration prior
to that?

STATEMENT OF HON. WILBUR 1. COHEN, FORMER SECRETARY OF
HEALTH, EDUCATION, AND WELFARE; DEAN, SCHOOL OF EDUCA-
TION, UNIVERSITY OF MICHIGAN

Mr. ComN. Slightly less than 30 years when I was involuntarily
retired on January 20, 1969. [Laughter.]

The CHAIRAN. Pardon me.
Mr. CoHEN. Pardon.
The CHAIRMAN. Would you mind repeating that?
Mr. CoHE.N. I said I was involuntarily retired on January 20, 1969.
The CHAIRMAN. When did you first start working in the-social

security area?
Mr. COHEN. August 14 1934.
The CHAImMAN. That i many years.

(2121)
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Well, I am pleased to welcome one of my litter pickeruppers. I
know that you, like I, sort of make it a point to help pick up the litter
around the area at least at the time we can find some time to spare.
Are you still doing that or have you broken the habit?

Mr. COHEN. I d-o it every Sunday, Senator. Every Sunday; that is
my recreation.

The CHAIRMAN. Fine. We will be pleased to hear your statement.
Mr. COHEN. Thank you very much, Senator, and members of the

committee.
I am very pleased to be back here. What I have tried to do, rather

than present a long general statement, is to list a series of specific
suggestions on matters that I think are still in debate or discussion. I
have particularly tried, Senator, to give you my views on the adminis-
trative implementation of the program. At least speaking for one

-,former Secretary, I have a very strong interest and concern about not
enacting anything that you can't carry out effectively because later
on then a lot of dissatisfaction and misunderstanding arises. I will
try to give you some specific suggestions as to how some of the different
provisions in the bill could be administered.

First, the 5-percent, across-the-board increase in social security
benefits in H.R. 1, in my opinion, should be raised to 10 percent for
1972. -

Second, a further 20-percent increase in social security benefits
should be effective for January 1973.

Third, the minimum monthly social security benefits should be in-
creased to $100 a month, effective January 1973, to $125 in 1974., and
to $150 in 1975. Fourth, this could be done by the 5-percent contribu-
tion rate for cash benefits on employers and employees, provided in
existing law for 1973, put into effect with a $12,000 earnings base for
contributions and benefits.

The social security program, members of the committee, is the larg-
est antipoverty program in the United States. If social security were
repealed today there would be 11 million more people in poverty in
the United States than the 25 million in the present poverty group;
and the suggestions that I am making to you are, if you wish to reduce
the extent of poverty and welfare in the United States, maximize
the way in which the social security program could do this.

There are approximately 5 million people receiving social security
benefits now who are below the poverty line. By raising the minimum
benefits and increasing social security, you can make a greater con-
tribution to the diminution of poverty than probably any other single
act that you could do at this time.

Five, low-income individuals should receive from general revenues
a partial refund of their social security contributions, as the chairman
has suggested. However, my belief is that the refund should approxi-
mate 75 percent of the combined employer-employee contribution and
be related to total family income and family size so that every indi-
vidual will still have contributed something under the cpntributory
system.

Six, the Federal Government should finance and administer assist-
ance payments to the aged,blind, and disabled persons and I suggest
the effective date of October 1, 1973, allowing a full year and a quarter
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from the probable time of enactment of this law. In my discussion I
am assuming that any bill that you report out probably could not be
approved by the President before June or July, and that is the basis on
which I am making my estimates of the effective date of the new pro,
vision. But in the interim the Federal Government should require the
States to provide a minimum payment and the Federal Government
should finance the entire cost of such a minimum.

The Federal Government should pay part of the cost of any sup-
plemental amountU the State adds to the basic Federal payment. That
would give you a "phasing in" that would be effective immediately and
then the Federal Government should handle the money payments for
the adult, categories to relieve the States of this tremendous adminis-
trative problem.

Seven, States should be required to restore their payment levels for
all assistance programs to those prevailing on January 1 1971, as a
condition for the receipt of any Federal welfare funds under the new
bill and this provision should be effective Octobet 1,1972.

Eight, the Federal law should require and finance a minimum
monthly payment for all AFDC recipients, that is, aid to families with
dependent children, effective October 1, 1972, and provide for part
of the cost of any supplemental amounts the State adds to the basic
payment. ap

N ine, as you know, there is ready a working-poor provision in the
law enacted in 1961. It is the unemployed parent part. I believe that -

since not all of the States have that before you go on to any further
efforts in the working poor you should make that universal because
that is the basis for getting the experience on the work incentive dis-
regard and the levels of payment which, I think, have not been ade-
quately studied. So I believe that the unemployed parents portion of
AFDC should be required of all States effective July 1,1973, as a con-
dition for the receipt of Federal funds for such cases which -are on
-the rolls due to the death, disability or absence from the home of a
parent, which has been the law since 1935.

Ten, the State share of both assistance and medicaid costs for 1972
and thereafter should be limited to the total State share of such pay-
ments for the fiscal year 1971. I believe this is a much more desirable
revenue-sharing measure than any other that has been proposed so
far in Congress.

Eleven, you cannot make the workfare part of any kind of welfare
reform work in any substantial way unless public-service employment
is expanded substantially so that individuals on welfare will have a
realistic opportunity to work and improve their economic and social
conditions. When you talk about public-service employment, I mean at
least 1 or 2 million public-service jobs in order to be able to realistically
give-individuals who are on welfare a realistic opportunity to work

Twelve: The plan for covering the working por under the assist-ance program should be effective October 1,i974, but in the interim
there should be an opportunity for States and localities to experiment
on a wide variety of programs includin different levels of disregard
of income, various levels of payments relating to size of family, urban
and rural conditions and problems relating to full-time and part-time
workers, students, and youths.
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There are vast, difficult, unsolved problems in the extension of the
welfare program to the working poor and no one yet has the complete
answer to these questions but I believe that if you gave until October
1, 1974, to work out these problems they could be worked out, making
the plan effective on that date but giving Congress the opportunity to
make changes; and I would be glad to give you some further sugges-
tions that Fhave on how to do that.

Thirteen: And I feel strongly about this point: Any plan for includ-
ing the working poor should-include both families with children and
childless individuals and couples. If you do not include the childless
individuals and couples, then you are putting a premium on having
a child to become eligible under the program and, therefore, I believe
you must do both simultaneously.

Fourteen: The law should specifically state that when appropriate
child care is not available, an individual should not be required to
participate in work or training. I believe strongly in adequate child
care but it is going to take us in the United States at least 5 to 10 years
to make chilctcare completely available throughout the United States.
Where appropriate child care is not available it should not act as a
bar to the receipt of welfare, and that will give the localities an incen-
tive to set up child care programs promptly.

Fifteen: The emergency assistance provisions in section 406(e) of
the aid to families with dependent children law should be increased
from 30 to 60 days and apply to all needy persons to give some flexibil-
ity to take care of people promptly for a short period of time where
they have an emergency. Provision should also be made for a special
readjustment assistance payment for nonrecurring needs to widows
and disabled individuals to enable them to make special arrangements
which might reduce the longrun cost to the welfare program.

Sixteen: Section 2175 is the new law relating to the obligation of
deserting parents should, in my opinion, be reconsidered and amounts
due a parent under contributory or statutory programs should be ex-
cluded from the repayment provisions. I believe if you don't do that
you will get into a lot of difficulty by making social'security and vet-
erans' payments deductible from future payments.

Seventeen: Medicare coverage should be extended on a contributory
basis to a limited number of out-of-hospital prescription drugs, effec-
tive July 1, 1974, along the lines of the proposal that I recommended
when I was Secretary. I think now is the time to enact it and I hope
youwould add that to this bill..Eighteen: Disability beneficiaries under medicare should be covered
beginning with the 6th month of their disability. You now bei .it
with the 25th month of the bill. I think you ought to make it begin
with the sixth at the same time that cash benefits become payable;
and if you do that will have some small effect in reducing the load on
welfare.

Nineteen: The project grants for maternal and child health and crip-
pled children services which expire on June 30, 1972, should' be, ex-
tended for at least 3 more years or else the States are going to be in a
very difficult position with regard to these grants.

twenty: A comprehensive and remedial program of health care of
mothers and children under age 6 should be provided through a broad-
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ening of the maternal and child health and crippled children services
in title V of the Social Security Act. In case-you consider any type of
health insurance program in connection with this bill, I believe preven-
tive and comprehensive services for mothers and children should be

part of any such measure and in fact should proceed it,
Twenty-one: The provision in section 230 eliminating the require-

ment that States move toward comprehensive medicaid programs
should be stricken from the bill but be considered in relation to health
insurance proposals as to what you are going to do in covering people
who would now otherwise be under medicaid.

Twenty-two: The medicaid provisions in the bill should be recon-
sidered in the light of whatever health insurance provisions are en-
acted by Congress.

Twenty-three: The limitations in section 511 on the scope of social
services to be financed and the amounts authorized to be appropriated
in section 512 should be eliminated. I also believe the $750 million
limitation for such social services for 1973, which you recently enacted
last year, should be repealed. You should put no limit on the oppor-
tunity to rehabilitate people through social services which, in effect,
is what you have done by the limitation that you have written in the
present law and the proposal in H.R. 1.

Twenty-four: I believe the present provisions in H.R. 1 providing
for separate responsibilities for the Secretaiy of HEW and the Sec-
retary of Labor on child care provisions are absolutely unworkable in
IR. 1. I believe, therefore, that all child care services in the bill,
whatever you do for people who work or don't work, should be admin-
istered by one department and preferably the Secretary of HEW. But
the split that is in H.R. 1 is an absolutely unworkable provision in
terms of my own experience in this regard.

And, finally, because of this fact and because of the very complex
arrangements that are involved in the working poor and welfare, I
believe it would be worth while to again reconsider putting the han-
dling of the entire program in the hands of a three-person board as
the Social Security Board did when you inaugurated the original pro-
gram. I believe that having three individuals, not more than two of
which are from any one party, and representative parts of the country
and different poinis of view, would be a very effective way to admin-
ister this complicated program. And so in No. 25--

Senator NELSON. May I- ask a question, Mr. Chairman?
The CHAIRMAN. If you will wait just 1 minute, I am going to call

on you next.
Mr. ComN. I would just like to read the last point, Senator Nelson.
Twenty-five: To assure coordinated implementation of the welfare,

work, training, child care, and social services provisions of H.R. 1,
a board, similar to the social security board, should be established
in the Department of HEW to handle all aspects of the program.

The CiumM s. -Senator Nelson ?
Senator NELsoN. Mr. Chairman, first let me apologize to Wilbur

Cohen for not being here when lie started to testify. Mr. Cohen is
one of Wisennsin's distinquiQhed residents and we are pleased to have
him here today. I was hoping I would be here in time to introduce
him to the committee, although he knows everybody here.
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My question concerned the board. Is this three-man board to ad-
minister only the pilot project for the working poor, as has been
suggested by Senator Ribicofl, or the whole program?

Mr. ComN. Well-
Senator NELSON. I mean after the program is in effect.
Mr. COHEN. My suggestion is that you create a three-man board

to handle all of the welfare program that involves both the working
poor, the aid to families with dependent children, the social services,
and the child care; I mean the total welfare and related program,
not merely the working poor.

Now, there are many interrelationships and I would be glad to
discuss them, that are still unsolved; and, in my opinion, although as
I understand what I read in the paper that Senator Ribicoff has
suggested that this be handled by the reorganization plan committee
method for approval or disapproval when the plan came back into
effect, I believe there are so many knotty problems that you ought to
have a board that gave you a recommendation in January 1974, of
how or any ways in which the plan should be changed.

Senator NELSON. This board would be within the Department of
HEW under the direction of the Secretary?

Mr. COHEN. That is correct, like the social security board was at
the end of its existence; yes, sir. When Mr. Altmeyer was Chairman
of the Social Security Board, the board was under the Federal Se-
curity Administrator prior to the time of the department and I believe
it -worked well. You still had the overall political control by the
administration, but the handling of regulations and handling of de-
tailed policies on extremely important and difficult questions was
thus not resolved by one person but by the discussion among three.

And speaking again on my own experience on controversial matters
in the department, I think it would be much better to have three
persons resolve them than to put all the heat on one person.

Senator NELSON. I am interested in a number of other questions;
however, since they are within the purview of proposals that have
been made by Senator Ribicoff, I will let Senator Ribicoff ask them.

Thank you, Mr. Cohen.
The CHAIRMAN. Senator RibicoffI
Senator RIBICOFF. First, Mr. Chairman, I welcome my friend and

colleague. I can categorically state from my experience that there
is no man in this country whose opinion in the field of welfare or
social security I value more than that of Wilbur Cohen. I think not
only is he the most knowledgeable man in this Nation and the most
experienced but the most dedicated and, from my association with him
over many years, Mr. Chairman, he has always played fair;-he has
always given his best judgment, whether the person asking the ques-
tion was a conservative or liberal.

Senator NELSON. May I associate myself with those remarks which
I should have made myself. Thank you, Senator Ribicoff.

Senator RmiconT. Now, apparently you endorse, to a limited extent,
the proposals Tnade by the chairman which I -had found very intrigu-
ing, The chairman, of course, had advocated-if I may impinge
upon your time and probably it would be easier to ask it then you,
Mr. Chairman.

The CHAIRMAN. Go ahead.
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Senator RmicorF. That it didn't make very muoi sense if you had
people in the poverty line earning less than $4,000 to take away from
him his social security taxes when he doesn't have enough to eat; so
the chairman's proposal has been that the sum $400 representing the
employee's and the employer's share of social security taxes be re-
turned to him; the method would be worked out, I imagine, the
chairman has in mind, over a period of time.

Now, Mr. Joe Pechman, another individual for whom I have great
respect, and Alice Rivlin, who used to be your assistant in this field,
I think, are favorable to a proposal such as this but they make an-
other point: It doesn't make much sense either to take from these
individuals State aiid local taxes. I haven't seen a printout on the
comuter but there is no question that if the chairman's concept were
adopted, in many instances it would eliminate the necessity of sup-
plementing that person's income to'that extent; and you can do it by
a commuter without social workers and welfare workers and inter-
mediaries; and although the chairman and I disagree on many things,
the chainan makes a lot of sense in a lot of matters and not enough
people give him credit, I want to say, for many of !his good ideas. They
just criticize him for what they don't agree with but they don't give
him credit for his good ideas. He takes a beating but this is what
happens in political life.

Now, you approve of the chairman's concept but you would confine
it to 75 percent instead of the entire -mount?

Mr. CoHEN. Yes. Could I explain that, Senator?
Let us assume just for the moment to make the computations easy

that the social security contribution would be 5 percent each on the
employee and the employer. That would make a combined rate of 10
percent. My idea would be that the individual would get a refund of
7.5 percent, that is, he would get his own contribution of 5 percent
back and half of the difference, so that he actually would get more back
than he directly paid in or that was deducted.
virtue of the refund.
protect his rights under the social security systems.
paid in other taxes-let's say Statetaxes just as an example-and then
Therefore, I support his suggestion completely. If you wish you could
on a refund basis through the income tax, I am positively sure of that;
and at the same time it would maintain, in my opinion, that he was

Senator RrmIcorF. I am sure the chairman has in mind that you still
still a contributory member of the social security program and that
is his statutory and legal right to benefits shouldnot be impaired by
in addition estimate what individuals by various income levels have
reasonably good way to get general revenue financing into the social

Mr. COHEN . Absolutely.
Senator RnmOOFF. Even though he receives it back? I don't think

it was ever in the chairman's mind that that be taken away.
Mr. CoHEN. No. and I azree with him. If I understand the chairman's

position, the refund would come from general revenues and thus be a
give him a refund of any portion of that as well in the social security

I believe that would give him, and it can be very easily worked out
refund. In other words, this concept of the refund in my opinion, is
security system but on a very specific rather than on a general basis.

72-573-72--pt. 4- 38
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a modified concept of the negative income tax but within an orbit
that keeps a restraint on -it because you have got a definable limit of
the liability that you would make a refund on.

Senator RiBicorr. I know we hive one of our distinguished governors
here, Governor Rockefeller, ind since you are here or the discussion,
Governor Rockefeller, I am going to ask you for your comment on
this colloquy because I will be very much interested in getting your
reaction, sir.

Now, would you, working with Alice Rivlin and Mr. Pecliman, take
it upon yourself-you never shirked any burdens anybody tried to put
on your shoulders-to come up with some language to carry out the
concepts of the chairman in the discussion here, whether you at the
same time could involve local and State and Federal taxes to the work-
ing Door as well?

Mr. CouEv. Yes, Senator.
Senator Ruicoiir. Is this something, too, that could be tried out in

the pilot programs that you and I are talking about?
Mr. COHEN. Yes; I think it could.
Let me say there is-it needs a good deal of work because there is one

very difficu t problem in this and that is what would be called ithe
phase-in.

At any point that you would be giving this refund, let us say, at the
poverty or low-income level, you must have a notch provision thiat
enables you to gear this into the higher income group because you
wouldn't be .giving the refund back to all the people in the higher in-
come group. So there is a good deal of work that would need to be
done on working out what I would call the phase-in.

Senator RIBIcOFF. Now, looking at your point 12, I would assume
that you, too, feel that because of the great complications of folding
another 11 million people into the welfare system that there should
be a substantial time of piloting this out?

Mr. COHEN. Yes, Senator. I don't know whether the paper was
correct this morning that you had suggested something like January 1
1974. I really feel that you need 2 full years to work this out, and
let me tell you why, and this is both from my experience in the imple-
mentation of medicare and in the implementation of the unemployed
parent programs when I was working both with you and in the
Department of HEW.. When you have a pilot project or experiment, you need about a year
for the experiment and the results of the experimentation do not
come in for 3 to 6 months. You can't get the report on what you
did in a year on January first of the following year; it takes 3 or 6
months to get the results in. Then you need to have a group of people
come in and evaluate those results because there may be information
that is in conflict about different types of experiences or pilot projects,
so that is another 3 to 6 months.

Then if that showed that there needed to be some changes made in
it, in my opinion, there should be time to work out recommendations
from an outside authority as to whether the disregard provisions, the
level of payments the handling of students, youth, part-time people,
should be modifieA in the proposal. So I really feel that any Secretary
of HEW ought to really have 2 full years before the plan was effec-
tive in order to be sure ihat he would get it started on the right foot.
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Senator RIBICOFF. Of course,.at the present time HEW is carrying
on some pilot programs; there is one in Georgia; there is one in Ver-
mont and I think there is one in Colorado--just a small sum of money.

I think they committed some $28 million to some of the pilot pro-
grams which have not been going long and so they could beef these
up. If I may state publicly, one of the men whom I talked with before
I came out so strongly for the piloting program was Wilbur Cohen.

I have been concerned with this whole problem and I think that
those of us who have served in the capacity as Secretary or Governor
or who have had some experience have an obligation to the public not
to paper over some of the difficulties we foresee in social programs. I
think this is one of the great problems that we have in our society. We
never analyze and evaluate the huge commitments we make in advance
for social programs on paper and we don't know how they are going to
work; and then this is a responsibility that all of us have because I
have felt very deeply, Wilbur, many of the programs that you and I
have advocated and worked on-there are some 168 programs now
that have to do in one way or another with poverty-we came up to
the Hill; we fought the fight; the Presidents have wanted them; it
was part of their program; it was part of their record and some-
times we do it with trepidation, with concern, whether they will really
work or not, but we charge up that Hill and then we conunit the Amer-
ican people to billions and billions of dollars without ever finding out
what will happen; and then we are stuck with these programs which
are self-perpetuating whether or not they are successful.

The Congress is a helpless giant. It passes these programs; it au-
thorizes them appropriates billions of dollars; and then forgets them.
It complains; it carps; it cr5;ticizeF3, but it has no way of evaluating them
and that is why I have said to the chairman and here, that I think that
in this bill itself I will have an amendment to give the GAO, which
isp art of the arm of the Congress of the United States, the authority
and the funds to independently analyze and evaluate not only past
programs but at the request of the chairman or a member of the com-
mittee requesting the chairman for a reanalysis and evaluation of
many of these large-scale social programs before we commit our
Nation to them.

I have felt and I don't know whether you have shared this with me
or not, that if we had pretested medicare and medicaid that the Nation
would have been better off with it. We would have known a lot, learned
a lot, and we would have eliminated many of the problems. I know
you are an advocate of health insurance, and so am I, but I think that
here, too, before we go into vast programs costing mnultibillion dollars,
which could reach into $60 anid $70 billion involving every one of 210
million people, again we ought to try them out and see how they work
and we should have the courage, if a program doesn't work, to
eliminate it.

And that is why, during this past week it was my thought in 1970-
1 went away from the thought-the importunities of the administra-
tion, but the more I stop to think about it the more I realize that I was
not fair t'o the committee, I was not fair to the Senate, and I was not
fair to my own experience to take blindly a program of such magni-
tude because from our experience that you have had and I have had,
we know that when you deal with people out in the field it is al-
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together different. than when you deal with theory that comes out of
the mind of 'a well-intentioned individual.

Again, I want to thank you, Mr. Cohen, for your past contributions
to this Nation and I know for your many contributions that you will
make to this committee and this country in the future.

Thank you, Mr. Chairman.
Senator HANsEr. Mr. Chairman, would the distinguished Senator

from Connecticut yield for a question?
Senator RmiicoF. Certainly.
Senator HANSEN. I am a little bit confused. When the proposal was

made, as I recall, and I think I can remember very well and rather
clearly, too, the observations of our distinguished colleague from
Connecticut in saying had he known then what he later knew, he
would not have recommended some of the legislation that involved all
of the people of the United States without first having tried it out.

I thought that made awfully good sense. It certainly seemed to me
that when we contemplated embarking on a program that is quite a
radical depature from what our experiences have been in the past,
certainly it would be well to try it out; and, 'as a consequence, I sup-
ported Senator Ribicoff in his calling ior a pilot program.

Now, I thought later, and this is the question I would ask of you,
sir, I thought later' that you abandoned that position and went rather
for a program to implement the welfare reform bill then before the
Congress?

Senator RIBICOFF. That is correct, in 1970 1 was for a pilot program
then. I think the tragedy from this country's administration stand-
point, which indicates the stubbornness of the executive branch some-
times, that if they had accepted the proffer of the pilot program in
1970, we would have been finished with it by July 1,1972.

Senator Williams, one of the most able men that the Sen-ate has
ever had, and a man for whom all of us have had the highest respect
for in this committee, who was unlaterably opposed to H.R. 1, and the
welfare concepts intellectually, emotionally, he thought it was wrong
and yet he was willing to give the administration an opportunity to
test it and pilot it out.

SenatorWilliams had indicated to me that he would have been will-
ing to even go up as high as $200 million to try this out. The admin-
istration refused and as a consequence they found themselves a filibus-
ter in a battle and in 1970 the session ran out and the welfare reform
went down the drain.Then, of course in talking to the administration they felt this was
important and I did not press the pilot program, and I must confess
I was uncomfortable about not pressing that, but the more I studied
this, and the more I listened and talked to people and the witnesses
before us, the more I realized that as far as I was concerned that I was
not fair to this committee or to the U.S. Senate or the people or myself
not to press a pilot program. We should not make full commitments
for entire programs whether it is for a weapon or whether for working
poor or health care, without giving them a try. To the extent we commit
ourselves to spending many millions of dollars for social programs or
military programs without knowing whether it will work or not, we
deprive the Nation of the ability to take care of many other priorities
to which we desperately must give our attention.
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I have nothing to do with the military field except, like you, as a
Senator, voting 1n the Senate. But if I were on the Armed Services
Committee I think I would insist on pilots on the programs that
came before the Armed Services Committee as I will on matters that
come before us.

I think they ought to be tried out.
I think that, as 1 say, Mr. Cohen, as I look at those 68 poverty

programs, $31 billion, my guess is-and I don't know, because we have
no way of analyzing and evaluating them-that out of that 168 we
could eliminate $11 billion worth of those programs and my hunch
is that you wouldn't hurt anybody in this country. But $11 billion
divided in this country to the people in poverty would take every
person in poverty over the poverty line. This is the tragedy that we
have-$11 billion that are going into programs that don't take people
off of poverty; bureaucracies are built up; you go through mo-
tions and no one is getting anything out of it; if we could take that
$11 billion and just give it to people, just give them cheaks, it would
be a lot better than wasting $11 billion on programs that don't give
anything because what makes a person poor is they don't have money.

The CHAIRMAN. Senator, could I interrupt you at that point? The
committee is going to hold a hearing on these other poverty pro-
grams on February 15 to see if it might be better just to pay the
money to the poor directly rather than run it through 180 other poverty
programs. I want to know what Mr. Cohen thinks about that be-
cause he had had a chance to familiarize himself to some degree with
these other so-called poverty programs.

Do you agree that a great deal of that money would be better
spent directly for assistance rather than running it through the multi-
tude of other poverty programs?

Mr. CoHEn. I do think there are other programs for which money
is spent which are not of as high priority as giving money directly
to people. I would make certain modifications in existing programs.
For instance, I will give you an illustration: I would reduce the amount
that is being spent under the community action projects of the noverty
program. I do not believe that they are. as high priority as direct fi-
nancial assistance to people and I wouldn't want to say that the money
was absolutely 100 percent wasted, but I do think we always have to
make a priority determination. I believe giving people money that
they can spend in their own discretion is more in tune with the present
competitive system which enables the individuals to make their own
decisions and choices. It gives them a greater sense of personal respon-
sibility and I believe that would be better in the long run for all
concerned.

Senator Rmicovr. That is all, Mr. Chairman.
Senator HANSEN. Mr. Chairman, if I could be permitted just one

observation, let me say that as near as I know I think every minority
member of this committee subscribed to the proposition that a pilot test
program might have been initiated in 1970. I certainly am not able to
speak for those on the majority side, althou.ah I felt at the time that

- there were a number of you who would have joined in that effort; and I
was regretful-I regretted that Senator Ribicoff, as near as I could
interpret it, later abandoned that pilot project proposal and went for
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a little different position on the floor. I don't argue at all with the
President's objectives in welfare reform. I have stated repeatedly-I
stated as a Republican, I think, that this bill would not accomplish
those objectives. I just don't believe that it would accomplish those
and I won't belabor that point, but I didn't want to leave unnoticed
the fact that we felt, those on the Republican side, felt there would
be real merit in testing the program.

Now, having said that, I don't mean to say that I am willing to sub-
scribe to Senator Ribicoff's ideas that we pass at the same time a pro-
posal that would make this concept operative by 1974, but I was will-
ing and I know the other Republicans were at the time 2 years ago
to give the administration authority to do whatever it wanted to in
working out a pilot program.

The CHAMAN. I would like to ask that subheading, "Testing of
Alternatives to AFDC" that appears on page 368 of the committee re-
port in 1970 appear in the record at this point.

(The excerpt referred to follows:)
Excerpt from Senate Report 91-1431, report of the Committee on Finance to

accompany H.R. 17550, the Social Security Amendments of 1970

K. TESTING OF ALTERNATIVES TO AFDC

(Sees. 561 and 562 of the bill)

Over the years, the Congress has .enacted a wide range of social welfare pro-
grams designed to assure that all Americans, including the needy and the un-
fortunate, will have the opportunity to obtain at least the basic necessities for a
life of decency and dignity. Some of these programs have proven successful. Too
often, however, such programs have been enacted on the basis of estimates which
later proved to be far too low with respect to costs and far too high with respect
to effectiveness.

The committee feels that, in the light of this sad experience, this is not the
time to adopt a major new welfare program which has the potential of costing
the American taxpayer vast sums of money until such a program and alternative
approaches have been thoroughly examined on an experimental basis. Accord-
ingly, while the committee agrees with the generally accepted sentiment that the
problems of the present program of aid to families with dependent children are
reaching overwhelming proportions, it cannot agree that the present system Is
so bad that any untested alternative would be preferable merely because it is
new oy different. The committee bill takes the more responsible approach of
adopting a number of changes in the present welfare system designed to cor-
rect its worst most obvious defects, while at the same time providing for the
testing of possible alternatives to the present system.

The committee bill provides for the Secretary of Health, Education, and Wel-
fare to conduct up to four tests of possible alternatives to the AFDC program.
One or two of these tests would test a "family assistance" type proposal for wel-
fare, and one or two of the tests would test a "workfare" type proposal. In addi-
tion, the bill provides for a test in which a program of rehabilitation of welfare
recipients would be administered by vocational rehabilitation personnel.

The committee expects that these tests will provide a sound basis for rational
legislative action In the welfare area.

It is hoped that each test will produce data from which there can be estimated
for the various types of programs the cost, extent of participation, and effective-
ness in reducing dependency on welfare which could be expected if such programs
were adopted as a substitute for AFDC. These tests should also provide valuable
administrative experience which would facilitate the implementation of any of
the tested proposal which might eventually be enacted.

GENERAL REQUIREMENTS APPLICABLE TO TESTS OF AFDC ALTERNATIVES

In drawing up its proposals for the testing of alternatives to the present wel-
fare system, the committee has profited from the experience of the relatively
small-scale income maintenance experiment being conducted with OEO funds In
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the States of New Jersey and Pennsylvania. A General Accounting Office evalua-
tion of that project requested by the committee revealed a number of pitfalls
which the committee bill is designed to avoid. For example, the GAO report found
that an attempt was made to draw conclusions from the New Jersey experiment
before it had run long enough to provide a reliable data base to support such con-
clusions. The committee bill requires, therefore, that all tests be conducted for
a minium of two years unless Congress authorized earlier termination. It is
anticipated that such authorization would be requested and granted only if it
became obvious that a test in progress was a total failure and would yield no
useful results. Other problems tending to lessen the value of the OEO experiment
were the limited size of the sample population and the availability to those in the
experiment of alternative benefits under existing welfare programs. These diffi-
culties are avoided by provisions of the committee bill which require that all
eligible families in the test area be permitted to participate in it and that no
families in that area may, during the period of the test, receive aid or assistance
under AFDC.

The committee feels that the Department of Health, Education, and Welfare
should have considerable flexibility in choosing the areas in which these tests,.
are to be conducted. Accordingly, the bill permits a given test to be conducted
either throughout an entire State or only within certain areas of a State. The
committee wants to make clear, however, its intention that the areas which the
Department does choose for each test should be broadly representative of the
country as a whole so that the data from the tests may serve as a reliable basis
for future Congressional action.

The committee also desires to assure that the tests will be conducted in such
a way that valid comparisons among the various alternatives can be made. The
bill, therefore, requires that the Department conduct the same number of "work-
fare" tests as "family assistance" tests-either one or two of each. In each pair
of tests (one "workfare" and one "family assistance") the beginning and ending
dates of the two tests must be the same, the number of participants must be
approximately the same, and the areas in which the two tests are conducted
must be comparable as to population, per capita income, unemployment level, and
Other relevant factors.

The committee bill also provides that the tests are to be conducted with State
cooperation and with State sharing in the costs of the tests. The State share of
costs, however, could not exceed its share of the costs under AFDC (as determined
by its costs for the test area in the 12 months before the test begins).

To assure that the tests are so designed as to fulfill their objective of pro-
viding Congress with the necessary data on which to base further welfare
legislation, the bill requires the Secretary of Health, Education, and Welfare to
give a complete and detailed description of the test plans before they are Imple-
mented to this committee and to the Committee on Ways and Means of the House
of Representatives. The Secretary would also be required to give consideration
to any comments and suggestions of the committees and to report to Congress at
least annually on the operations of the test programs.

In addition, the Secretary would be required in planning the tests and in pre-
paring reports on the tests to consult with the General Accounting Office which
also would have full access to the books and records concerning the tests and
would itself annually or more often conduct audits of the test programs and
make reports to Congress concerning them. At the conclusion of the tests, com-
plete reports with recommendations would be submitted to Congress by both
the Secretary of Health, Education, and Welfare and the Comptroller General.

TESTS OF "FAMILY ASSISTANCE" PROGRAMS

The committee bill provides for the Department of Health, Education, and
Welfare to conduct one or two tests of "family assistance" programs. Essenti-
ally. "family assistance" programs would be similar to the present welfare pro-
gram of Aid to Families with Dependent Children except that eligibility would
not be restricted to families in which children are deprived of parental support
because of the death, incapacity, or absence from the home of a parent or be-
cause of the father's unemployment. In addition to such AFDC-type families, a
"family assistance" program would also cover low income families in which
both parents are present and nondisabled and in which the father is working
full time, but is not earning a sufficient amount to meet the family's needs as
determined by an income standard related to family size.

The "family assistance" tests would provide money payments to families
with Incomes below certain minimum levels. Non-disabled adults (with certain
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exceptions) could not refuse to accept employment or training; and placement,
employment training, and supportive services would be provided. In determin-
ing eligibility and the amount of assistance, a portion of earnings would be dis-
regarded in order to provide a monetary incentive for work.

TESTS OF "WORKFARE" PROGRAM:

The committee bill provides for one or two "workfare" tests to be conducted
at the same time as the "family assistance" tests. A "workfare"-program, under
the provisions of the bill, would in large part cover the same persons eligible
for "family assistance"-but while the "family assistance" tests would follow
the traditional welfare approach, this proposal would stress "workfare" as a
basis of entitlement for those able to work. A sharp distinction would be made
between welfare and "workfare." In effect, a presumption would be made that
certain groups (the aged, blind, disabled, and families with preschool age chil-
dren where the father is dead, absent, or disabled) are not employable. These
persons would be eligible for cash welfare payments amounting to a guaran-
teed minimum income. For all other groups, however, there would be no guaran-
teed minimum income but only a guaranteed work opportunity, with training and
other preparation for employment where necessary.

Thus, the "workfare" proposal would restrict the types of families eligible
to receive welfare, and other families with incomes below the specified standards
would be expected to participate in the "workfare" program. Participants in the
"workfare" program would have their wages supplemented if they are below
the minimum wage. Allowances would also be paid to those in training. The
policy incorporated in the "workfare" test proposals is that it should always
be more profitable for a mother with no children of preschool age heading a
family to work than to remain at home and receive welfare payments; and
mothers who head families with children of preschool age should be given a
choice. In order for this policy to be carried out, large-scale day care and Job
deevlopment programs must be initiated, and the "workfare" test provisions of
the bill provide for such programs, including programs of subsidized public service
employment.

One possible way in which the "workfare" test provisions could be carried
out would be through an employment corporation created to administer the
proposal. It would be the coproration's job to secure employment in the com-
munity at least at the minimum wage for persons registering for the workfare
program. If jobs could not be found at the minimum wage, the registrant could
become an employee of the corporation, which would contract out for his services
on a temporary or regular basis. If the corporation charged the employer less than
the minimum wage, the employee could receive a wage perhaps half-way between
the charge to the employer and the minimum wage, For example, if the employer
paid $1.00 per hour, the Corporation could pay the employee $1.30 per hour (half
way between $1.00 and $1.60). If after evaluating an employee's improved pro:
ductivity the corporation decided to charge $1.20 per hour for his services, the
employee would receive $1.40 per hour. Once his wages had reached the mini-
mum wage, he would no longer be an employee of the corporation.

An employee of the corporation might be paid $1.00 per hour while in full-
time training, or if he is willing to work but there is no job available.

Whether through such a corporation or through some other method of wage
subsidization, each "workfare" test proposal would consist of at least these
elements :

Welfare payments to those unable to work (the aged, blind, and disabled,
and families with preschool age children where the father is dead, absent,
or disabled) ;

A workfare program-of guaranteed work opportunities for families headed
by a person able to work;
Day care for children of low-income working mothers; and
Other appropriate supportive services.

PILOT PROJECT TO TEST THE ADMINISTRATION OF WELFARE PROGRAMS BY VOCATIONAL
REHABILITATION PERSONNEL

In recent years, analogies have frequently been drawn between those who
suffer from physical disabilities and those whose lack of cultural or educational
.background places them at a substantial disadvantage in competing for jobs in
the labor market. The committee agrees that these analogies have a certain
validity in that both groups are in a very real sense handicapped.
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Further, the committee is impressed with the extent to which personnel en-
gaged in the profession of fostering vocational rehabilitation have been able to
motivate the physically disabled with the desire to overcome their handicaps and
have been able through such motivation and through training to restore disabled
individuals to useful, productive, and independent lives. Unfortunately, public
assistance and manpower ager -ve often not had similar success in re-
habilitating welfare recipients. The committee is not sure that the welfare group
will be as susceptible to rehabilitation techniques as the less socially deprived
segments of the population which have generally constituted caseloads of voca-
tional rehabilitation agencies. The committee bill, therefore, authorizes a pilot
project designed to find out whether the methods and attitudes of those who have
been successful in rehabilitating the physically disabled can be applied with
equal success to welfare recipients.

Under the provisions of the bill, this project would be run concurrently with
the first "family assistance" and "workfare" tests and in a comparable area.
AFDC payments would be suspended in the area for the duration of the test,
but equivalent benefits would be provided to those who would otherwise have
been eligible for AFDC. In administering the project, the Secretary of Health,
Education, and Welfare is directed to use the personnel and facilities of the Re-
habilitation Services Administration. The objective of the project is to encour-
age and assist adult individuals with a potential for work to prepare for and ob-
tain employment. Necessary counseling, rehabilitative, and other services would
be provided together with appropriate-job training.

The "workfare" and "family assistance" test provisions relating to reports
to Congress and requiring consultation between the Department and the commit-
tees and the Department and the General Accounting Office are also applicable
to this pilot project.

The CHrAIRMAN. The committee voted to have a pilot program and to
test out this as well as some alternatives to it, to see which would work
the best and rely on that experience to move forward.

Unfortunately, the reason it didn't become law was because the ad-
ministration, the then leadership of HEW-it wasn't you, Mr. Cohen-
but those in charge told us they didn't want the test. Furthermore,
it is not a matter of official record but you and I and everybody on this
committee knows that the reason---one reason-the House wouldn't
even talk about the bill was because of the disappointment over in
HEW about failure to obtain some advantage in implementing their
plan caused them to do nothing whatever to encourage the House to
meet with us in conference. In fact, my impression was that they en-
couraged the House not to go to conference with us and played their
role in preventing the aged, the disabled, the blind, and even the little
children from having $7 billion of benefits that that bill contained.
The aged and the disabled and the blind have all been held hostage for
nearly 2 years. Frankly, to those of us who were willing to cooperate
to the extent that we conscientiously could, it didn't help a bit that
those who wanted the thing didn't have enough confidence in it that
thev would risk putting it to a test.

Mr. CoHEN€. Could I say this, Senator ? I am very strong for putting
a date certain in the legislation when the plan would be effective. I
think if you only have a pilot project that just could disappear in the
distant future somewhere you are not going to get the kind of effec-
tive support from the Governors, the mayors, the bureaucracy in mak-
ing it effective. I want to argu verve strongly, select any 'date that
you want; put it in the law; have a pilot, expeiimental project, have a
mechanism in the law for getting a report from the Veneral Account-
ing Office, as Senator Ribicoff suggests. Mr. Staats is familiar with
these matters; be will make a very great contribution to it. Appoint
some other kind of committee of Governors or, as I suggested, the
Social Security Board or former Secretaries who have some experi-
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ence in the administration of those programs and have them make a
report to you before that divte certain becomes operable: and I think
in that way you would get the best kind of administrative implementa-
tion of the experiment.

The CHAIMrAN. Well, Suppose it. lo,'es to be a bad plan and doesn't
work? What difference does it. make whether you have had good ad-
ministration or bad administration of it? 1h7y should you lit, it into
effect if the papa of the plan and the mama thinks it. is a good idea
but nobody else does?

Mr. CoiE-x. You woul(lnt have to, Senator. I have great faith Con-
gress will be here on October 1, 1974, and I think you will be here
and if the plan and the experiments have not been successful you will
be perfectly free to extend that date or modify the date or the provi-
sions.

In my opinion, when you have these pilot projects-and there are
quite a lot of them in the country-highly theoretical and nobody
thinks they will go into effect-you don't get the kind of participation
that is necessary to make them successful.

Senator HA NSE,. Mr. Chairman
The CHAIR 3AN. I wanted to call on Senator Talmadge if you are

through.
Senator TALMADG E. I have no questions, Mr. Chairman, but I W'ould

like to make this comment only: I see no necessity in having a pilot
program on something that the law provides a date certain for its op-
eration. We all know the mechanism of business in the Reorganiza-
tion Act; it requires the legislative body to act by a time certain, it
requires a negative act rather than a positive act. The Constitution
requires the Congress to make laws but that particular Reorganiza-
tion Act is an executive function; Congress would be exercising in
the veto of a law.

Under the rules of the Senate any two or three strong-minded Sena-
tors by filibuster alone could prevent the Senate from acting by a date
certain.

Mr. CCHEN. Could I comment on that, Senator Talmadge?
Senator TALMADGE. Certainly; you are an expert in that field.

LLaughter.]
Mr. ComN. I would like to suggest that you have two strings on

your bow: One would be the reorganization plan approach that Senator
hibicoff has suggested but the oier is to write into the law a mecha-
nism for getting a report on the operation at the end of the first year
with suggestions from people like Governqrs or former Secretaries
as to what changes should be made; have that report come to the Ways
and Means Committee and the Senate Finance Committee by, let's
say, January 1974, and then you would have 9 months to make any
changes, extend the date, repeal it or whatever was indicated by the
results, and I would not have such a report come in from the 9ecre-
tary of HEW or someone from the administration who was already
committed to the principle, but from some kind of an independent
group like the Social Security Board, Governors, Secretaries or some-
thing else, then Congress would still have the initiative.

Senator TAMADOE. Why do you want to abandon the constitutional
vote?
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Mr. CoxtoN. I do not, sir.
Senator TALMADOE. No? We legislate; you want us to veto after we

legislate?
'Mr. Com. No, sir. I am saying-
Senator TALMADOE. You want us to pass a program, fix it for a time

certain, whether the pilot program proves it has merit or not, and
then even if it doesn't have merit then we have got to take other action,
not legislative in nature but in the nature of a veto.

I have grave doubts if this Reorganization Act were tested in the
courts that it would be upheld. As I construe the Constitution of the
United States, the legislative power is vested in the Congress but you
would vest us with a negative function that is normally exercised by
the executive branch. The executive branch has the power to veto.
Of course, the U.S. Senate has the power to reject confirmation of
officers but I know nothing in the Constitution of the United -States
that authorizes the Congress to make law by negative action.

Mr. CoIIEN. All I am suggesting irrespective of that issue, and I
respect your opinion on that, but what I am sayin , notwithstanding
that issue still write in some method by which the Finance Committee
would stiil have the opportunity to make changes before the plan went
into effect. I think that is consistent with your view that Congress,
acting through this committee, would be able to change it.

Senator TALMADOE. We have that right under traditional authority.
I voted for a pilot program in 1970. This plan may work and it ma
not. If it does work I would be willing to support it; but I am unwi-
ling to say let's try it and pass it anyhow whether the pilot program
indicates it will work or not. I am not willing to go that far.

Senator HANSEN. Mr. Chairman, if I could-say just one word. and
that really is all that is required, because Senator Talmadge has ex-
pressed my major misgiving, I would point out additionally, if this
plan is half as good as its proponents believe it to be, I cannot think
that the Congress would fail by 1974 to adopt it. If it is able to deliver,
as I am certain they do sincerely believe it is, I should think that there
ought to be no question as to its acceptability by the American people
and if, having been given the opportunity to prove itself, if it is good,
it certainly would be adopted; and if it isn't good then I should think
we would all be mighty thankful we didn't have to take this negative
vetoing action which, as the Senator from Georgia has pointed out,
could easily be frustrated by a few people through all of the rules of the
Senate to deny the Senate ever the opportunity to vote up or down.

Senator TALMTADGE. I want to make this further contribution, if the
Senator will yield: The Reorganization Act has no cloture provision in
it, so two or three strong-minded senators could prevent the Senate
from exercising its will during that period; so it is thought with
fallacy.

The CHAMMAN. Senator Anderson?
Senator AND ERso . You made a very fine presentation. The Gover-

nor of California made a very fine talk the other day and I am anxious
to hear the Governor of New York testify later today because he has
a very wonderful record. I will not attempt to ask questions but I do
hope we have some time for these Governors to make their testimony
here in public.
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'Thbe CHAIRMAN. I would want to ask a couple of questions before you
step aside, Mr. Cohen.

One: In the area of public service employment, we had some testi-
mony of one of the problems th4 will come up with regard to public
service employment.

Now, in Cleveland, Ohio, it was pointed out by a witness that be-
cause of pressure on the city budget, they had had to dismiss a great
number of people from the public payroll. So they just went back and
rehired under a Federal program all those people who had been 'termi-
nated because of pressure on the city budget.

Now, admitting for the sake of argument that those were people
who could well fill the jobs and are well qualified, if we are going to
take that approach when we make public service jobs available, we will
be bypassing fathers with eight or nine children who desperately need
the job in orderto support his children.

If it is the poor you are thinking about you had better require that
potential employees be people who have a given number of children
rather than create 200,000 public service jobs and find that half of
them went to single people who could have obtained a job anyhow.
Now, do you think we ought to, in creating these public service jobs,
particularly the ones that would pay $5,000 or $6,000 a year, try to
earmark those for the poor or should we let a fellow making $5,000 a
year grab off the job making $6,000?

Mr. CoiEm. Senator, with your help, in 1967, if yo. will recall,
you and I worked out a provision which is in the law, section 442, which
has never really been well implemented and I would like to again
draw it to your attention.

This had to do with the special work projects then which were
public service employment in section 442, and we worked out this
arrangement that each panel-it says:

The Secretary shall make an agreement with any state which is able and
willing to do so under which the governor of the state will create one or more
panel s to review the applications, and each panel shall consist of not more than
five and not less than three members appointed by the governor, one of whom
shall be a representative of employers and one of employees and the remainder
shall be representatives of the general public.

I believe on public service employment what you want to do is utilize
this provision to say that in each State and in each locality there will
be a panel and that they must review this situation with regard to
the referral of these people who are poverty or low-income people.

Now, I recognize a lot of people didn't want to give the Governor
that degree of political control over these but I think you have got
to realize that if you are going to have public service employment,
some kind of employer-employee-public review of these people is the
only way you can prevent the Governor or the mayor from just, you
know, replacing people who are already on the budget; and this would
be the suggestion that I would suggest to end that.

The CHIAMMAW. That section was repealed as part of the Talmadge
amendment since no use had been made of it. Maybe it should be
enacted.

Mr. CoHmN. I understand it was repealed in the Talmadge amend-
ment and I feel its repeal was very unfortunate. I recognize section
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442 was not implemented. I found it very difficult to get the Labor
Department to implement it. I believe it should be reinstituted in
connection with the public-service employment recommendations that
Senator Ribicoff has made and there be a method to assure that the
jobs go to the poor and those on the welfare rolls.

The CHAIRMAN. It would seem to me we could simply provide that
there be a preference to persons who had more than three children
to support.

Mr. COHEi. I don't think that is enough. I think that some prefer-
ence for those who are on welfare shouldbe given but I think the only
way in the local communities that you are going to get some local
support for effectively implementing public service employment is to
enlist the support of labor, employer, and public people. A lot of th
jobs in public service employment are going begging at the present
time. That is because there has not been, in my opinion, a satisfactory
local initiative to see how they will be implemented. That is one of the
reasons why Governors and mayors have used them for replacements
of jobs that were cut in the budget.

The CHAIRMAN. You indicate here that you don't think a person
should be expected to participate in work or training unless child care
is available.

Well, you and I are aware of how filthy most of these so-called
ghetto areas are. Wouldn't it be fair to call upon a family, even if it
is headed by a female, to at least sweep up the sidewalk in front of
their own house? That is something that I was taught to do as a child,
get out there and sweep up, clean the sidewalks; clean the place up in
front of our own house; a person doesn't have to separate themselves
from their child to do that.

Mr. COHE.N. I think, Senator, the bill amply provides incentive for
what is called family day care, as distinct from institutional-type day
care. I think that it is possible for many of these persons to engage in
work and training programs and every indication is that large num-
bers would want to.

All I am saying is that we should not do anything that involves the
parent not exercising parental responsibility for the care of the child
if there are not adequate arrangements for the children.

The CHAIRMA N.Well, now, if we are going to pay this mother
money, public money, don't we have a right to require that she do
something, if only to sweep out her own house or to wash her own
dishes or change her own baby's diapers? Don't we have a right to
ex something for the money'?

Mr. COHEiN. Well, the difficulty I see about that is you would have to
triple the number of investigators and social workers in order to check
up every time she is changing the diapers. [Laughter.]

I really don't see how you can do that, Senator.
The CHAIRMAN. Let's just take the standard operating procedure.

You go in the house and there is no milk in the house; the icebox is full
of beer. Now, wouldn't it be fair enough to require that some of this
money be used effectively for the benefit of the child and that the per-
son do some of the things you have a right to expect of her?

Mr. Conz. There are already such provisions in the existing law,
Senator, but the difficulty is how do you administer them? You can-
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not be in every home, bedrooim, and place that the mother, the father,
the children are. I think you are suggesting something that is abso-
lutely opposite of what Senator Ribicoff has been suggesting, which is,
give the family the money and try to make them responsible for carry-
ing for themselves.

The CIAIRMAX. Well, it would seem to me if you are not going to
require anything for what you are paying, and you get it, it is going to
be pretty much of just a matter of happenstance. I would say it is a
cinch you are not going to get anything for your money in many of
these cases if you don't at least start out by trying to get them to do
what you think they ought to do.

Mr. ConEN. You know, Senator, every time the end of the year
comes around I feel I have wasted about 25 percent of my income dur-
ing the last year because of what I did wrong and I could have spent
my money more wisely. But I don't want anybody telling me how to
spend my income even if I spend unwisely. I think, therefore, you have
exactly the same principle here. If you want to develop a sense of self-
reliance and independence of people, you have got to let them make
their own mistakes. I know of no other solution than that. If we think
that the millennium has arrived by giving people money that they are
going to be all good and kind and benevolent and not make mistakes,
thenI think we are working on the wrong assumption.

The CHAIMIAN. Let's suppose the money is theoretically paid for
the benefit of the child to begin with.

Mr. CoHEN . Yes sir.
The CHAIRMAN. KNow, suppose the indications are that the child is not

getting the benefit of that money.
Mr. COHEN. There is a provision-
The CHAIRMAN. The child is malnourished and the mother is so fat

she couldn't get through the door.
Mr. CoHz. There is a provision in the existing law which says when

thut happens you may provide the money be given in kind to the
mother or you may go to the court, which is the duly authorized
method of handling parental neglect. I think that is the way it ought
-to continue to be.

The CHAmIN. I would like to ask you about your suggestion No.
15. You suggest here that there should -be a special readjustment assist-
ance payment for nonrecurring needs to widows and disabled individ-
uals to enable them to make special arrangements that might reduce
the longrun cost of the welfare program. Would you mind eaborating
on that somewhat?

Mr. CoHNz. Yes, sir.
I -think you have two types of special cases in the welfare program:

One is the case where the husband dies leaving a woman with, let's
say, three or four children and there has to be a complete readjustment
in that life. The woman may have to sell her home; she may have to
move in with some other relatives. There may be a long period of ill-
ness that used up all the resources of the family. She may have to be
retrained to go to work. There may be--if it was a workmen's compen-
sation case--:there may be controversy over the settlement. I believe
that in the death case if you were to make a nonrecurring payment to
the woman so that she could move or do whatever she felt was in the
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best interests of herself or her children rather than paying her, let's
say, $200 a month, which does not enable her to make the big shift that
she needs. You could probably get her off the welfare rolls faster. In-
stead of her being on the rolls 3 years she might only be on a year and
a half or two if she could make the adjustment she felt-was in her and
her children's best interest.

The CHAIRMAN. Do you think there is a basis for treating somewhat
differently the case where the father and breadwinner of a family dies
and the case where the mother reports that the father has left?

Mr. ComN. Well, I want to say this: First, you already have a pro-
vision for nonrecurring need in section 529 in the bill. That is what
gave me the idea, and I believe the idea that is in section 529 is good;
but it involves only a payment of $50 or more.

Let's say the mother comes in and says, "I would be willing to go out
and live with my elder son or my brother-in-law or my sister," and she
needs a $200 or $300 transportation payment or she has got to do some-
thing to sell her home or pay her medical bills. I think it is not realistic
or put it this way, if you just say to her, "Well, we will put you on
welfare for $200 a month." It does not give her the financial oppor-
tunity to make that adjustment that I think is necessary and, therefore,
I think you should have this concept of the nonrecurring single pay-
ment, and also for the disabled person.

Now, a disabled person many times might want to make an adjust-
ment in where he lives or what he has done, and I believe the concept
in section 529 of a nonrecurring payment would be well worth the cost
and reduce the welfare costs in the long run.

The CHAMMAN. In other words, you have got a lot of successful
families where there is a very severe temporary emergency created by
the death of the husband and where that family will probably be abfe
to readjust and get by without much help, but they are going to need
help for a year or so?

Mr. COHEN. I will give you another case, and it happened in New
York City recently.

A woman who had been working had three children and her house
or apartment burned and she was forced out. Now, there is that kind
of a catastrophe that occurs; she was trying to be self-supporting but
she had to go to the welfare department. There was no other re-
source; she lost everything; she was willing to go back to work but
she needed-the only recourse she had at that time was to apply to
welfare and for them to put her in a hotel. Well, now, that woman
needs several hundred dollars to reconstitute that family's living
arrangements, in my opinion, on a nonrecurring payment. It took her
about 2 weeks to get that whole thing worked out.

She had three children. That is the reason why I favor a very strong
provision for the emergency assistance, as I said, for 60 days and the
nonrecurring need. t _

If you'give a person when the need occurs a boost at that time, I
think you could prevent them from being on the rolls for a long time.

The CHAIRMAN. Thank you very much, Mr. Cohen.
Senator RiBicorF. Mr. Chairman, I ask unanimous consent that the

matter he refers to was a story that was printed in the New York
Times, that that item from the New York Times be inserted in the
record at this point.
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The CHAIRMAN. Without objection, agreed.
Thank you, Mr. Cohen.
(The article referred to follows:)

[From the New York Times, Jan. 22, 1972]

WELFA= MA= TRAPS A PROUD MOTHR

(By Joseph Lelyveld)
Mary Ann Pistorio had the first of her five children when she was not quite

16 and the last just five and a half years later. Immediately then she went look-
ing for work and found a Job as a "store maid," vacuuming and dusting in a
fancy chinaware shop.

By then, her husband had vanished from her life and she was the sole sup-
port for a family of seven-herself, the children and her mother, who looked
after the children while Mrs. Pistorlo worked.

She has worked ever since, usually at two jobs at the same time and once,
for a long, aching winter, at three jobs--as an operator for two different answer-
ing services and a part-time sales clerk at Gimbels. Lest May she took her
first week off In six years.

It sounds like a cheerless way for a young woman to pass her prime years.
But, as Mrs. Plstorio tells It, they were good years, for through all the drudgery,
she was opening up her world and proving to herself what she could do.

Somehow her pride In her ability to survive on her own was conveyed to her
children, who never learned to think of themselves as deprived. So confident were
they of their mother's ability to provide, they periodically staged mock "strikes,"
falling over themselves and giggling as they marched up and down their narrow
railroad fiat with picket signs demanding new sneakers or toys. Always she
would capitulate.

Then on the morning of Jan. 8, about 10 minutes after Mrs. Pistoro left for
her current Job as an adjuster at B. Altman's, a two-alarm fire swept through
the apartment at 1492 Lexington Avenue, 97th Street. By the time it was
extinguished, the Pistorlos were virtually as destitute as refugees from
Bangladesh.

All they had left In the world was the clothes on their backs, a coin collection
account with a balance of $7.42.

Though all the years Mrs. Pistorlo had worked, she had been vaguely aware
that she was eligible for more money from the Welfare Department than her
jobs paid and that if she continued working, the department was still supposed
to make up the difference. But welfare meant humiliation to her, so she never
applied.

Sometimes her children had to wait longer for new shoes than their friends.
"But," she said, "I felt proud that my kids could say I worked for it." Now,
after the fire, she was forced for the first time to admit she could not do it
all herself.

With gratitude but extreme discomfort, she accepted $100 from St. Francis
de Sales Church and another $100 from the Parents Association of Public
School 198. She also accepted a $150 voucher from the Red Cross, which offered
to place the family in a hotel the night of the fire.

Instead, they all piled into the apartment of a man she had been dating for
more than a year, though there was only one single bed there and a couch.

Her embarrassment over the help she accepted was nothing to what she felt
the next morning when, at the urging of a Red Cross worker, she went to the
welfare center at 225 West 84th Street.

That visit marked her first step into a maze from which she has yet to
emerge. For the next two weeks, oflacials shunted her from office to office on the
strength of regulations that often proved to be specious.

The first clerk who saw her at the center, Mrs. Pistorio said, asked no ques-
tions about her income but declared: "You're a working person. We can't help
you." All he could do, he said, was offer her a 85-cent token to go to the Depart-
ment of Relocation; she refused it.

At the relocation office at 169 West 89th Street, an official recorded the details
of her situation, then told her to wait five days and call the Emergency Housing
Bureau in the Bronx, which would have her file by then.
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Then a staff counselor at Altman's intervened, urging her not to give up on
welfare. Mrs. Pistorlo had been able to get by on a take-home pay of $94 a week
because the rent on her five-room apartment had been only $8 a month. To the
counselor, it was obvious she would not find an apartment now for her big family
at twice that rental.

Altman's could make her an interest-free loan and sell her shoes at cost for her
children, she was told, but a welfare subsidy would be indispensable. So Mrs.
Pistorlo returned to the welfare center and filled in a form called an "affidavit
of need." Question 11 on the form asks whether the applicant will help obtain
support from an absconding parent. She checked the box "no."

IMPASSIVE OFFICIAL

She had got by, she said, without a dime's help from her former husband all
these years. Out of pride and other strong personal reasons, she did not want to
turn to him now or see him in court.

The official across from her listened impassively as she explained those reasons,
which was like scraping an old wound. The only comment the official made was-
to tell her to go back to the relocation office.

The Altman's counselor called the welfare office to find out what had happened
and was told the former husband would definitely be brought to court. Told this,
Mrs. Pistorio said she could do without welfare. "I can always get a second job,"
she said.

Without stopping to calculate the cost, she called the welfare center and asked
that her application be withdrawn. She did not know it, but the chance of the
court struggle she feared was negligible. Procedure 71-26 of June 7, 1971, tells
caseworkers not to act on nonsupport cases when the missing person Is "a habitual
deserter who nevel contributed to the support of the spouse."

At her next stop, the relocation office in the Bronx, she was told that all the
apartments on the department's lists costing less than $250 a month were in
neighborhoods where, as she recalls its being put, "you wouldn't want to live."
The others cost so much they would take 75 per cent of her Income, or more.

When she said she could not possibly afford them, she was given an application
form for public housing and referred back to the Welfare Department.

Unburdening herself of a major anxiety then, she asked if her family could be
placed in a hotel, after all. Her mother and boyfriend were quarreling In their
cramped quarters; the family, she said, had to move. As she recalls it, she was
told, "If you didn't takethe offer of a hotel in the beginning, you can't have it
now."

That was incorrect, as a Red Cross worker discovered when she checked. The
worker referred Mrs. Pistorio back to the West 89th Street office and said she
would be helped there.

According to Mrs. Pistorio, the first person she contacted at that office said, "If
you needed a hotel, your records would have been sent back from the Bronx."

She had heard of an apartment near her old address she could have for several
months--until the demolition of the building. So, desperate now to get into a
hotel, she said that she only needed to be kept there until a new apartment she
hod found was ready.

Finally she was told she could have two connecting rooms at the Great
Northern Hotel, on West 57th Street, until the following week. Then, she said,
she was told that if the apartment she had found had not come through, she
would be shown three others on the department's lists and If she failed to take
any of these, she would be put out of the hotel.

In fact, the Relocation Department is required to house families in the
circumstances of the Pistorios for 30 days. After that, the Welfare Department
is authorized to spend up to $275 a month to house a family of seven.

"She is not hip to welfare," commented an official who heard of her case.
"She doesn't know the game. It happens all the time. But If she's strong and
holds out In the hotel, they'll have to find her a decent place."

Mrs. Plstorlo and her family are now in their ninth day at the hotel at a
cost to the city of $89 a day. Yesterday, the Relocation Department gave her
some addresses In the Crown Heights section of Brooklyn to check out, and
a welfare official offered to help her with any problems she might have. But

72-573--72-pt. 4- 34
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her tentative plan is still to move to the building that is going to be torn down
and look for a second job.

She has not yelled or cried in any of the offices she has been in. Her children.-
who have not missed a day of school on account of the fire, have not been cry-
ing over their losses, either.

"I don't know how," she said, "but we'll find a way out of this. That's what
I tell the kids. When they say they miss their toys, I tell them they'll get new
ones. I always try to show them the bright side, like I told them: 'I lost two
pairs of leather boots. So what? I didn't need them anyway.'

"I said, 'It's raining today and leather boots are no good in the rain.'"

The CHAIRMAN. We are now pleased to have Gov. Nelson Rocke-
feller of New York as our next witness.

Mr. COHEN. I was glad to be backed up by Senator-Governor Rocke-
feller. [Laughter.]

The CHAIRMAN. Governor, we scheduled you for the first witness
today and you were late.Governor ROCKEFL.LER. I was late.

The CHAIRMAN. You had pressure of business which kept you from
being here and therefore we called Mr. Cohen first and we appreciate
your being here.

Senator HANSEN. Mr. Chairman, if I could be permitted just a mo-
ment of inte' ruption, let me say that all of the Republican members
of the Senate are in a policy conference meeting this morning, Gover-
nor. Chairman Long called over to apprise us-of his concern not to
have you testify without at least one of us present. I wanted you to
know that as quickly as that conference is concluded you will find a
full membership represented.

We certainly recognize the importance of your expertise and your
great experience and I speak for those members absent on my side in
saying tnat I know they regret very much that this other conference
was scheduled and prevents their being here at this time.

STATEMENT OF HON. NELSON A. ROCKEFELLER, GOVERNOR OF
THE -STATE OF NEW YORK, ACCOMPANIED BY BARRY L. VAN
LARE, EXECUTIVE DEPUTY COMMISSIONER, DEPARTMENT OF
SOCIAL SERVICES, NEW YORK STATE

Governor ROCK EFELLER. Thank you very much.
Mr. -Chairman and distinguished members of the Finance Com-

mittee, I would like to express my deep appreciation for this oppor-
tunity to appear before you many distinguished and old friends here
and to say how deeply grateful all of us are for your holding these
hearings and for giving us the opportunity to explore these important
questions.

I think perhaps first I would like to say that I totally and complete-
Iysupport Senator Ribicoff in his comments about Wilbur Cohen.
Share those views without dissent. I think Wilbur Cohen is indeed
the leading authority and a man who has dedicated himself more com-
pletely to this subject more than any one I know and he has been a
close counselor of mine over the years.

I should then have to go and be equally frank and say that I deep-
ly regret that Senator Ribicoff dropped out on his tremendous sup-
port of this program, that I thought his amendments were excellent.
We were very enthusiastic about them.
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Senator RIiCOFF. I didn't drop out on anything, Governor Rocke-
feller; I am still for them. I would like your support. I am for each
and every one of 'my amendments to H.R. 1 andI am going to need
your support to put them across. I would gather I don't have very
much support for them on the committee.

The only difference is, the working poor program that goes into
effect January 1, 1974, which is some 2 years from now; there is ample
time to test that out to see whether it works or not; and I will con-
tinue my fight, either here in the committee or on the floor, for my
amendments that are offered to H.R. 1 now.

Governor ROCKEFELLER. Good; excellent.
I do not have to say I listened with great interest to the discussion

about pilot programs. We have been in this field now for 40 years.
Some of us who were in HEW also, and who have been in Governors'
chairs, as I have for 14 years,' are a little concerned about talking
about pilot programs right now when we are in the middle of a crisis;
and I listened very carefully to what Senator Ribicoff said and while I
understand the logic of his statement, I have got to say, perfectly
frankly, I don't think it applies in this case.

i completely disagree with him and I think that a pilot program at
this time as described in this conversation is merely a means of post-
poning action in a period of crisis and I think it is extremely serious;
and I have a feeling that if we do we are going to be fiddling while
Rome is burning.

I would just like to pose the question: What do the 11 million people
who are going to be benefited by the program and get for the first time
an opportunity to have some support, what are they supposed to do
while we make further studies, just sit there and starve or are they
going to move to New York? [Laughter.]

Governor ROCKEFELLER. I am serious about this. We are in a very
critical situation and we can't stop receiving people who can't get it
in other areas and we just went to the Supreme Court with a case where
I had vetoed a 1-year residency 10 years ago; I proposed it this last
year; it was passed by our legislature, went to the Supreme Court and
they refused to consider it.

We have no way of stopping this flow that is coming into our State
and while you ma be sitting here studying and doing pilot projects,
the poor people who need the help are not going to be nefited by the
pilot project andwe are going to be further swamped; and I would just
like to say our costs since 1958 in New York State, total costs, have
gone from $446 million to $4 billion.

The CHAIRMAN. What period is that, sir?
Governor ROCKEFELLER. That is 1958 to 1972.
Unfortunately, while I have been Governor- [Laughter.]
I was not identifying that.
Senator Rmiicor. 'Are you aware, Governor Rockefeller, there is an-

other amendment that I put in which freezes the State costs at the
1971 level and which requires the Federal Government to assume all
the State costs over and above your 1971 level? Are you aware of that?

Governor ROCKEFELLER. That would be very helpful if that were
passed but it does not go to the heart of the problem which I Would
Iive to discuss here today, which is that we have-



2146

Senator RIBIcorF. No, you criticize me and I think-
Governor ROCiEFELLER. I didn't criticize you; I said I disagreed

with you.
Senator RIBICOFF (continuing). But you talk about what happens

with the pilot program; even the President's program in H.R. 1
does not go into effect unti[ January 1, 1974, and you are talking
about doing something for those people now. There is tiothing in H.R.
1 now that does anything for the working poor until January 1, 1974,
anyway, so that gives us a chance to try it out.

Governor ROCKEFELER., If-
Senator RIICOFF. You see, there are two parts.
Governor ROCKEFELLER (continuing). If the program goes into

effect.
Senator RiBicor-'F. The problem you have, Governor Rockefeller,

is this is a complex bill and there is no reason why everybody should
understand it. The bill is divided in two dates. There is one date that
takes care of the problem affecting the present people on welfare that
goes into effect on July 1, 1973. That affects some 14 million people in
this country. Each ana every one of my amendments that affects thos9
14 million people, and these are the people on present welfare rolls,
I am for each and every one of my some 20 amendments to H.R. 1 to
alleviate their burdens, in addition to taking care of the problem of
the States which have these dire distresses an(7 with the residency rule;
so it is a national problem of the Federal Government freezing the
costs of the States on the 1971 level and taking off your shoulders
federally all costs above 1971.

Now, the President has also put in what he calls the working poor
provision that affects some 11 million additional people to the 14
million. This is a program that we have never had in the 40 years
ou are talking about and never tried, although some States-New

York has had some implementation on that program-you are one
of the exceptions. That provision goes into effect under H.R. 1 on
January 1, 1974.

Since this is untried, and we have never had it, it is my contention
that since it goes into effect on January 1, 1974, we have ample time to
test it out and take out all the bugs out of the program before it
goes into effect.

Now, that is what I am talking about and I don't know whether
you are talking about the same thing or not,

Governor ROCKi'EF".ELLER. Well, Senator, if we applied the funda-
mental principles which you enumerated to all of t be legislation, as
you suggested it might well be done, that is, considered bv the Con-
gress, this might be a very wonderful thing for our country. But I
would like to say that I testified before the Blatnik committee on
a bill which came over from the Senate, the Muskie bill on pollution,
which calls for no pollutants being dumped in the waters, the navi-
gable waters, in our country by the year 1985. Now, while there is
some small print, it means you can get around it; you don't have to
pay any attention to the objectives of the bill still the public thinks
that is going to happen.

To accomplish that would cost between $2 and $3 billion for this
country.
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Now, if you are going to apply this principle, I am for it; but let's
apply it to all bills. That bill was unanimously adopted by the Senate.

Senator RiBICOFF. I am saying we should start. I think-I am sorry
to take up your time, Mr. Chairman.

Governor ROCKEFELLER. I am taking up yours.
Senator RiBicOFF. But I think we have got a philosophical point

here that is just as important as what you are studying.
This country has been run on a series of lies andhoaxes.
Governor ROCKEFELLER. That's right.
Senator RIBICOFF. And the lies and hoaxes have been perpetrated

on the poor of this country. This Government has made promise after
promise to the poor and the black and have kept none of-them. We
started in 1946 with the Unemployment Act in which we said we were
going to supply a job to everybody; yet we -have 5 million people
unemployed. We had one, the 1949 Housing Act to give everybody in
this country a decent place to live; yet we have 4 million slum dwellings
and the Feleral Government, with its urban renewal, has created more
slums than this country has ever seen. We have promised to eliminate
poverty in this country and we have got more people in poverty this
year than we had last. We promised out of the Congress of the United
States that we would help the cities. The cities are in the worst con-
dition that they have ever been in and as far as I am concerned, Gover-
nor Rockefeller, I don't intend to perpetrate any more hoaxes on the
poor of this country by saying we are going to eliminate poverty, that
we are going to take care of them, when we know the preambles of what
we are talking about we are giving them 'a lie.

Now. if we can't take care of the poor, for -heaven's sake let's stop
lying to them and that is what I am saying. Governor Rockefeller.

Governor ROCKXFELL R. With that statement I agree 100 percent
and I applaud it and I made the same statement before the Senate
Public Works Committee-I mean the House Public Works Com-
mittee.

The CHAIRMAN. Well-
Governor RocXVM1 LLEn. Fine.
The CHAIrMAN. I am not going to interrupt you any more until you

get through with your statement, but any time you would talk about
lying to the public, T wish von would leave me out of the generality of
that statement. I don't think I am a part of it.

Governor ROCKEFELLER. Well, excuse me, Mr. Chairman, but I was
the beneficiary of the previous conversation and I couldn't resist.

Let me run through, then, the points which I would like to make
and I would like to, as I go along, touch on the question of whether
the particular point needs to be tested by further projects, pilot proj -
ects when we have been in the. middle of these things now for 40 years,
and we have got every experience, we have made every mistake at the
local level that could possibly be made, and to study what has hap-
pened, I think, can very easily iguide us in what can be done.

Now, the National Governor's Conference--I just want to reaffirm-
has stated that H.R. 1 represents significant progress toward bringing -
about an improvement in the welfare system in this country and, as an
individual Governor and as chairman of the human resources com-
mittee of the National Governors' Conference; T fully support the con-
ference position on this important legislation.
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I believe the President's initiative, the work of Mr. Wilbur Mills'
Committee on Ways and Means in reporting out H.R. 1, which the
House then passed and now these hearings of yours, Senator Long, and
the Senate Finance Committee constitutes a majov breakthrough in
facing up to one of the most perplexing, serious, human, social, and
economic problems facing our country today.

We are now operating a program of vital importance to the future
course of our Nation., using concepts and legislation basically shaped
in the 1930's. Now. as then, our concern must be for people; for meet-
ing human needs. But the conditions under which we meet those needs
have changed radically today while our approaches have not changed
correspondingly. Until H.R. 1 there has not been any recognition of or
adjustment to some of the revolutionary and fundamental changes
that have been taking place in America of these programs.

We must View these changes realistically and make the necessary
conceptual and structural changes in our approach to the problem,
or we will find that we are weakening. rather than truly helping. those
in need and., at the same time, that we are undermining the confidence
of the people and the capacity of our federal system to cope with this
problem without destroying itself.

My colleague from California. Governor Reagan, has recently
expressed his concern about, the dangers we face. I share his concern.
However..I do not agree with his means for accomplishing a needed
solution. I also share many of the concerns Chairman Long expressed
in his speech of last August. which he was good enough to send to me.
We are all concerned about welfare, its rising costs and increasing
rolls, the abuses in the system, the breaking up of families which it
seems to encourage and the incentive to work which it discourages;
but I feel very strongly that these concerns can be dealt with within
the framework of H.R. 1.

Given the President's leadership, the excellent work of the Mills
committee, and now the role of the Senate Finance Committee, we
can work out the differences and difficulties within H.R. 1 and come
out with a major first step in solving the country's No. 1 social prob-
lem: the problem of the poor and the disadvantaged and how these
people can achieve a. meaningful, rewarding role as productive, self-
reliant citizens with a sense of dignity and-purpose in their lives.

Today I want to speak about the problem from the point of view
of the citizens of a northern, urban. industrial State, both from the tax-
payer's viewpoint and the viewpoint of those who are trying to help.
As things stand today, paradoxically, both groups are frustrated and
embittered. The former are caught in a cycle of rising taxes and the
latter are caught in an equally vicious cycle of growing dependency.

The aged, the blind, and the disabled should be treated in a separate
category as properly suggested in H.R. 1 which it provides under the
social security system, but for those who need help we must provide
a system which will give Vnem the encouragement and the training
in order to achieve self-sufficiency.

Today there are five areas I would like to discuss in connection
with this problem: (1) the basic elements of change; (2) the need
for a national approach; (3) work as the key element in breaking the
cycle of dependency; (4) need for Federal financing of welfare, and
(5) improvements in welfare management.
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First, taking up the bapiqclcanges, we have experienced patterns of
migration in this country over the past century and in recent decades
that have radically altered the country's social and economic prob-
lems of migration caused by the industrial revolution-the effect of
this industrial revolution was to pull people off the farm and to the
cities and manufacturing jobs.

Secondly, the agricultural industrial revolution; the second and
most recent rural-to-urban migration resulted from the industrializa-
tion of southern and tropical agriculture from Puerto Rico which, in
effect, threw people off the farms. These generally were poorly edu-
cated, unskilled, and culturally deprived people. *They couldn't find
adequate job opportunities in nearby cities or adequate welfare bene-
fits in relation to the higher levels of public services and welfare
benefits available in the industrial North. They flooded into the big
northern cities. They have been flooding into the big northern cities
for the past two decades, ill equipped to cope with the new environ-
ment in which they foui tlhemely-es while at the same time these
northern industrial cities were ill equipped to cope with the problems
which this new inmigration created:

Their social services were severely overloaded by this influx of needy
people--the schools, health facilities, and welfare services.

Tragically, the problem has been compounded by the rapid spread
of drug abuse, most rampant in big cities, which has destroyed indi-
viduals and families, fostered crime, and crippled the capacity of those
affected to adopt to their new environment and to prepare themselves
for life in a highly competitive urban society.

Third, we have the urban-to-suburban migration. During this period
in the last two decades middle-income families from previous Euro-
pean migrations have increasingly moved to the suburbs, taking with
them both industry and a broader tax base. They have been leaving be-
hind in the cities a dwindling tax base, deteriorating housing, a break-
down of basic municipal services, all of which compound the prob-
lemos of crime and drug abuse and lock the city into a continually
downward spiral of decay.

Now, as a result, we are now witnessing a growing movement of
middle-income, taxpaying individuals and industries out of these
northern urban areas. If we allow this destruction of urban industrial
America, which is the economic and financial backbone of the country,
we will have demonstrated that our federal system can no longer
solve the problems of providing opportunity and human dignity to
its people at home and we will no longer be the leader of the free
world and the protector of these values.

We have come to the endof the period when we can solve our human
social problem in one part of the country by pushing them off on to
our neighbors in another part of the country. Sooner or later these
problems will pull this Nation down unless we truly solve them rather
than merely shift them around.

I am here today to give my all-out support for H.R. 1 because its
national family assistance concepts are essential first steps in coming
to grips with one of the most serious social problems we face. It does
so in a way that recognizes the profound changes the country has
undergone.
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Second, the need for a national approach: The first step in approach-
ing welfare on a national basis is to provide nationwide standards of
minimum assistance for the needy, taking into account regional dif-
ferences in wage levels and the cost of living; and I would like to say
there, parenthetically, that in my opinion, if this program goes in
now it will do a lot to stop this artificial movement of people in this
country in order to find the ability to support their families and do for
them in areas wheie e the benefits are higher, and that this, if it con-
tinues, is going to destroy these areas which are unable to carry that
load, and artificially distort the structure of our country.

Now, the national standards would make it unnecessary for the
needy to migrate from one State to another seeking the minimum es-
senti-als of life to support themselves, a truly tragic situation which
exists today.

I urge this national approach only after 14 years of our trying to
deal with the welfare problem primarily on our own in New York
State. But now it has simply become impossible for us to cope with
steadily rising costs and the social problems which result in these ris-
ing costs. IWe can't stop the out-of-State arrivals who wind up on
welfare. We can't raise the money we need to meet these rising costs
and I will say parenthetically that we now have the highest State per
capita taxes fn the Nation and the second highest State in taxes on the
basis of income.

I think that a brief review of our welfare programs in New York
will document the sincerity and intensity of our effort to deal with
the problem as a single State.

Let me give you the highlights of what we have done.
We went after, as I mentioned earlier, a 1-year residency law in

order to stop the inflow or in order to be able to reverse it, and before
the courts held us up we started out pretty well.

I could mention we had a family of seven who arrived from Cali-
fornia. They took precautions; they were just still on California wel-
fare and just wanted to switch over to New York welfare. We were
able to encourage them to go back to California and stay with our
colleague out there. [Laughter.]

Governor ROCKEFELLER. Now, of course, we can't do that, so that
possibility of meeting our problem is closed to us.

Second, we have a new employment program. We now require
every employable public assistance recipient in New York State to
report to the State employment service every 2 weeks to pick up his
check and receive employment counseling. As a result, you wouldn't
believe it, but about 20 percent of those whose checks were sent to
the employment office never showed to pick them up and this 20
percent is continuing to be the average.

Now, we, don't know whether they were in California getting a
second check from us or whether they happened to die and some-
body else was signing the check and taking it: we just don't know,
but'that was a very interesting fact. It ran as high in some areas as
30 percent. That has been very beneficial.

Now, welfare benefits are denied to an employable person who quits
or refuses a job without good cause.

Next is welfare demonstrations. I might give you lust a figure there
that I could insert that as a result of the first 6 months in this business
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of those who are employable coining to pick up their checks at the
employment office, 15,755 have been placed in jobs 7,500 more are in
training, and 23,000 were found ineligible for welfare and have been
dropped from the rolls, so this has proven to be a very useful program.

The CAIRMAN. What percentage of the overall rolls was that,
Governor?

Governor ROCKEFELLER. Well, it only represents about 3 percent of
our overall rolls because-

The CHAIRMAN. I mean of that category, that is, only your general
assistance program you are speaking of, I suppose?

Governor ROCKEFELLER. No; that category is all employable people
who are either on family assistance or ADC, and it takes a little while
to gear up to handle this but this was a program-we passed a law, put
the program into effect--I hate to say it, Mr. Chairman, but without
a pilot project--and we have been able to work it out because we have

ot pretty good administrators who when you get a project they study
ow to set it up and they are carrying it out; and I think this is proving

very useful and it is changing the attitude that is one step in that
important process.

Next, welfare demonstrations: Existing Federal law enables the
Secretary of HEW to authorize-now we come to experimental pro-
grams. I have now received, after 7 months of negotiations with
HEW, clearance for two programs, one an incentive for independence,
as we call it-a program which tests new approaches to mandating
work as well as incentives for getting an education and worthwhile
work experiences.

Now, public service work opportunities: I might say you spoke
of the public service jobs and mentioned the situation out In Ohio, I
think it was, and I would like to say I share very strongly your con-
cern as to how those public service jobs can and are being abused to
pad the payrolls so as to supplement the payrolls of municipalities
and I, frankly, have very serious questions about that.

I know phi so phically this is very much in conflict with the current
philosophy of thinking, but under our program we require ADC
recipients to work off their grant; and we got clearance for 25 percent
of the total welfare rolls of New York State and our welfare rolls in
New York State were 1.8 million so 25 percent of our people will be,
as we put these into effect, under these programs I now will mention:

We require ADC recipients to work off their grants at the minimum
or prevailing wage in projects designed to improve the community or
to the service of the public. This fits in with some other things you
were saying just a minute ago.

This 3-year demonstration project will operate on 24-in 24 welfare
districts which have approximately 25 percent of the States' ADC
caseload and build upon those already in operation for the some 6,000
home relief i'eipients whom we already had put under this program;
and it was interesting-you mentioned the New York Times--there
was an interesting story about a man who had been interviewed who
was working in Centra Park picking up paper and he said he rather
enjoyed the association with others in working: He had never worked
before in his life and it was a very interesting experience and lie found
it a rather pleasurable experience and he thought he would continue.
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On the other hand, lie said he wasn't sure maybe he would go back
to Virginia so I just mention this-excuse me, Senator, I just mention
this- [Laughter.]

Governor ROCKEFELLE (continuing). Because here was a man who
fori the first time in his life was working and found it a pleasurable
experience.

I might say that he. also are applying this to children from 15 to 18
years, that they should have a work experience, and that under the
agreement with HEW, which we worked out, we will pay them $1.60
an hour fox the extra time they work because 1EW wouldn't give us
a clearance to do it on any other basis; but they are putting the money
up but here will be the first time that ADC child'ren see somebody
vorkipug and get in contact with people who are working and final

out that in life, really, the satisfactions come from achieving some-
thing, and I think that the work ethic and the work patterns and
habits4 a re essential if, as they grow up, they are going to become pro-
ductive 'citizens rather than dependent citl~zens in our society.

I would like to say that 13 percent of the population in New York
City is now on welfare. The estimates are it will go to 23 percent by
1980, and I would like tto just raise the question as to how high a per-
centage of our community can you support nonproductive and still
have a viable, successful, economic and social life: and I think we are
coining to these fundamental questions that we have got to face.

Now, we have established an inspector general for welfare admin-
istration which is in the Governor's office and not in the welfare de-
partment, who has a staff to investigate welfare frauds. Some very
interesting--we are having a tremendous response from the public-
and some very interesting cases. Fifty have already been carried
through, through the welfare department, checked outfor a total sav-
ings of three--whatever it is-$360,000 a year, just on 50 cases where
this came through. But this also affects the tone of the operation.

ADMINISTRATIVE IMPROVEMENT

We made provision for the issuance of identification cards with a
photo affixed and requiring the inclusion of the parents' social security
number or the child's birth certificate in order to make it easier to
locate parents who desert their children.
H.R. 1 already embodies many of these concepts and I believe,

franklv, that they should adopt all of them.
Our'results have been encouraging. It has slowed the growth of our

welfare rolls. Just as a result of 6 month's operation of this new pro-
gram, our new growth this year we feel will be 125.000 less than the
estimated figure we had at the end of the year, which was a conserva-
tive figure.then, and that would save about $100 million, so this is show-
ing that there are chances here to really get things done.

The CHARIAN. Would you mind repeating that last statement,
Governor?

Governor ROCKEFELLnR. Our estimate was at the beginning of the
year, before we put our program into effect, would be reduced by about
125.000 actual increase in our rolls as a result of this program which
will save us, save everybody, about $100 million.
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Now this is, I must say, on its own with all kinds of restrictions try-
ing to meet some of these problems but I have got to say to you, fran-
ly, just a State alone just isn't in position to handle this and I would
move out again on this movement of people. New York City is losing a
net of about 40,000 apartments a year due to abandonmentbecause of
a lot of conditions. The result is there is no housing available in our
city; we are losing housing and, therefore, we are in a position where
we can't accommodate these in-migrant groups. We can't cope with
them in the schools or in our health program or in our welfare pro-
gram simply because of the money problem and the social problems.
I would put the social problems first and, really, from their point of
view, I have very serious question as to whether this movement into
these big industrial core areas, city core areas, deteriorating as they
are, is anything but a tragedy for the future of those families, despite
the fact that our payments for family of four are over $4,000 compared
to your minimum.

So I would like to say I think the continued growth of welfare costs
makes abundantly clear they are beyond the resources of a single State
government and its localities and that between 1958-well, I mentioned
that growth figure that we have there.

Now, next let me turn to work incentives to break the cycle of depen-
dency. Setting Federal, nationwide welfare standards solves one of the
problems of tle artificial migration generated by State-to-State varia-
tion in benefits.

The second major problem is breaking the problem of welfare de-
pendency. We must have a Federal program that requires all able-
bodied persons on welfare to take jobs, either in private or public em-
ployment, to take job training preparatory to employment, or to work
off their benefits at the minimum or prevailing wage in projects de-
signed to improve the community or services to the public.

As mentioned before, we are testing out this work program in New
York State, both in the home-relief category and with 25 percent of
recipients of aid to families with dependent children. We must also
have a national required program for able-bodied young people, as I
mentioned also, from 15 to 18, to work on a part-time basis, part-time
jobs, thus giving them the opportunties and satisfaction that come
from work experience. We have such a test project for youth employ-
ment planned in three sample districts in New York State.

Next, the need for Federal financing: Just as the whole welfare pro-
gram must be recognized, the whole program must be recognized and
dealt with as a national problem, ultimately it must be financed on a
national basis.

In the meantime, hR. 1 takes an important step toward full Federal
financing by providing a minimum national benefit level of $2,400 for
a family of four, and if Senator Ribicoff's amendments pass, then that
would be a higher standard and from our point of view would be even
better.

Obviously, from our State's point of view, as I say, the Senator's pro-
gram would be better and it would be another step toward the ultimate
goal of full Federal financing in a way which I think is in the Nation's
best interests.

We have already waited 3 years for action on the President's family
assistance proposal and we are now at a point where taxpayers are
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reaching the end of the road on the welfare issue. I have pointed out
the skyrocketing costs of welfare in New York. We have reached the
limit in our ability to raise additional funds and the local taxes, as I
mentioned before, are the highest per capita and on a personal income
they are second.

Last year New York State had to cut welfare benefits to 90 percent
of the standard because of the desperate fiscal situation.

Now, finally, management improvement in welfare: The manage-
ment of welfare should be improved with Federal standards of eligi-

-bility and accountability. This could be achieved either by direct Fed-
eral administration of welfare or by providing Federal funds to the
States which would administer welfare under contract with the Fed-
eral Government. I think that that flexibility would be very important
because I can understand the difficulty of the Federal Government try-
ing to gear up to run everything in the country in this field; but I
think if they set the standards and would provide the funds on the
administration that they could contract and supervise under those
standards with existing groups run by the States which could very
well accelerate the time that would be possible to put this whole pro-
gram into action. Either approach would make a major improvement
but to do nothing at all will surely aggravate the problem.

Now, let me say in conclusion that H.R. 1 has passed the House of
Representatives. It is critical that the progress that has been made
to-ward enactment of this vital legislation not be lost.

New York State's Department of Social Services has already sub-
mitted to the staff of this committee a series of recommended changes
that we think should be made and I won't go into these here. Detailed
changes in connection with H.R. 1-I would like to submit these
recommendations at this time for the record.*

I am confident that we can meet the legitimate concerns that 'have
been expressed if we concentrate on finding the solutions rather than
looking for problems.

Unless we do, we will not be addressing ourselves to the solution ofa national problem that is balkanizing this country, creating artificial
migration, destroying human dignity and undermining the values that
have made this the leading nation on earth.

Thank you, sit.
The CHmMAN. Senator Hansen?
Senator HANSEN. Governor Rockefeller, I would like to compliment

you for 'having presented this committee with some very important
testimony.

I think few people in this country are better equipped to speak more
knowledgeably than are you with respect to a problem that is great
and growing.

I find many things in your various recommendations with which I
a;gee. I happen not to agree completely with all of what you say. I
believe that while there can be little argument that $2,400-is more than
adequate for the needs of a family of four for a full year, it occurs to
me that the best argument against making this part of a Federal
obligation arises from the fact, as Senator Jordan of Idaho has fre-
quently observed, that once you get this sort of a proposal before the

* See p. 2177.
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Congress it is not unlike the situation in a poker game--that is, it's
just openers. I think there is ample evidence to indicate, as we view
other programs, and the constant pressures to escalate payments or
levels of contribution or whatever, that that indeed would be the case.

Then, of course, we get into the situation of 'having to view not what
we are doing for those on welfare, for whom we all would like to bring
greater assistance, but what we do to those not on welfare if indeed
By escalating the benefits we destroy the incentive in others. I must
say that is one of the differences where I would respectfully take
exception to your statement.

I think, also, your recommendation of recognizing the need for
identifying welfare recipients is very good. I couldn't agree more and
I think you have provided a great service to the country in requiring
that welfare recipients have to pick up their checks at an employment
office.

I suspect two things may have happened in your state: One is that
if there are as many cheaters as some people believe there may be on
welfare rolls, the fact that a person is required physically to present
himself to pick up the check is a very real deterrent and while I don't
know what your feelings are on that precise point, I can say we had
testimony on that point last week from a county prosecuting attorney
in Arkansas, as I recall, who said if he could have made available to
him the information that HEW had and other related State welfare
agencies had, it was his belief that he could reduce the welfare burden
in the area under his jurisdiction by some 30 percent.

Ie spoke also about what he felt was a crying need to identify fathers
who cavalierly dismissed their responsibility as a parent and the great
benefit that he felt could result if he were armed with the information
that presently is denied him in searching out and going after these
parents who take their obligations so li.ghtly and see that their earn-
ings are contributed to the support of thelr children.

I won't take further time. I do not want to thank you again for the
very fine, worthwhile contribution you have made to a better under-
standing of this problem.

Governor ROCKEFELLER. Thank you, sir; I appreciate it.
Senator HANSEN. Thank you, Mr. Chairman.
The CHAIRMA. Senator Nelson?
Senator NELSON. Governor, were you not Governor when I first met

you at the Governors Conference in Puerto Rico in 1959? Have you
been Governor ever since then?

Governor ROCKEFELLER. Yes, sir. [Laughter.]
You wouldn't believe it, but I have. Don't ask me why.
Senator NELSON. I would ask you how. [Laughter.]
Early in your remarks you referred to regional differences. Do you

think we should take into consideration regional differences in costs?
Governor ROCKEFELLER. Regional differences in cost of living and

wage scales. If those were reflected in your basic figures, I think, this
could remove a lot of the opposition to national standards and I think
it is a p erfectly reasonable question, I mean a perfectly reasonable
proposal. "

Senator NELSON. This is a problem that has troubled me about the
bill. Your State, and particularly New York City, would be a good
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example; $2,400 is one thing in the lowest cost of living areas in rural
America where someone can get for $30 or $40 a month the same
housing that would cost $150 or $200 in New York City. Certainly, the
$2,400 is worth much more there. It gives a much better standard of
living in that area than it ever would in New York City.

At some stage we will have to take into consideration the question
of varying costs.

Some of the people with whom I have discussed this bill say, "Well,
we ought to at least get a national base standard established. and when
we go beyond that we will start taking varying costs into considera-
tion."

Well, maybe that is so, but I would hope that the Governors Con-
ference, this committee and all others would recognize that when we
go to $3,000, if we go to $3,000 as suggested by Senator Ribicoff, or
$4,000 which is approaching the poverty level nationwide for a family
of four, we should take into consideration regional differences. Other-
wise the areas with the greatest problems and the highest costs will
receive the least help.

Governor ROCKEFELLER. Exactly and this was included in the resolu-
tion by the National Governors Conference issued January 26, 1972,
and it states: "Establish reasonable national standard of assistance
with reasonable regional geographic differentials," so the Governors
are on record unanimously for this.

Senator NELsoN. It is my understanding, without any personal
check of the administration's position at this time, that they really
don't have a sufficiently sophisticated collection of figures to do that.
Is that correct?

Governor ROCKEFELLER. They could establish the principle.
Senator RmicOFF. I think that it is available if they are interested.

After all, it doesn't take much between Labor Statistics and HEW.
and the Government information to find out the variance in costs. I
think it makes a lot of sense. But in the amendment that I have in
mind to freeze the States at the 1971 level, I would think it is impor-
tant to impose the condition that if the Federal Government assumes
the burden over the 1971 figures, the States should be required to re-
store their cutbacks that they made subsequent to January 1, 1971.
In other words, Governor Rockefeller cut back his payment in May
1971, 10 percent. Now, if the Federal Government were to assume the
burden of all the payments of the State of New York after 1971, I
would expect at that stage New York should restore its cuts that it
made.

There is no question in my mind, Senator Nelson, that the $2 400
while it might be helpful in many of the Southern States, would Le a
disaster inlStates like yours, ConnectiQut, or in New York. But if you
had the question of standard of need, which is in the present welfare
bills, requiring the States to live up to-to pay according to the stand-
ard of need, and none of them really do because it would cause such a
great burden, especially in the Southern States, but if the Federal Gov-
ernment, in my opinion, picked up the entire welfare load after 1971
and my amendment would require in 1976 the Federal Government
assume the entire Federal welfare costs and take it off the shoulders
of the States, if such an amendment were passed the Southern States
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which have a big problem would then go up to the standard of need
because it wouldn't raise their costs; and my feeling is that to adopt
that type of formula would be more realistic than the administration's
$2,400 or more realistic even than my $3,000, and these are some of
the proposals that I will be submitting to the committee when we come
into markup session.

Senator N5soN. I just raised the question because if this measure
is adopted, as I expect it will at some stage, I would hate to have the
principle established that henceforth every time there is a benefit
increase, it must be the same everywhere, regardless of differences in
the cost of living.

Senator RIBIcoFr. That is correct.
Governor ROCKEFELLER. It puts a very unfair burden on the States

with higher standards, both in services and higher costs of living be-
cause we then have to supplement more and as we supplement more
and pay cash it looks very attractive when you are somewhere else
before you get to New Yorlk, you know. These things look bit; I mean
they look very attractive. When you get there it is another inattr.

Senator Rmicorr. And that is no supplementation with any State
that gets half of it would pay less than the $2,400; you will have to
continue yours over $2,400 as will Wisconsin but if you pay less you
won't.

Governor ROCKEFELLER. That is right.
The CHAIR MAN I. I would like to announce we are going to continue

to hear Governor Rockefeller until we are through hearing him this
morning The other witnesses can make their plans to be here this after-
noon. I should think we will come back at 2:30, maybe 2, if the inter-
ro.ation should wind up shortly.

Senator BENNETT. We have a vote at 2 o'clock.
The CHAIRUAN. We had better plan on coming back here at 2:30

for the information of all those who want to make their plans.
Go right ahead, Senator. Do you wish to ask questions Senator

Fannin?
Senator FANNiN. Thank you, Mr. Chairman.
Governor, we welcome you here today and we are pleased to receive

your testimony. I regret very much that I haven't had the privilege of
being here during your entire presentation. I have been extremely
impressed with the work you have been doing in New York and you
deserve a great deal of credit.

But in going through your statement hurriedly, 1 agree that we
should accomplish what we can accomplish; we should accomplish
what you have advocated in many respect. The aged, disabled, and
blind should be established in a separate category and I agree with
that, and, also, the need for a national approach und Federal financing
of welfare, but don't you agree that we should have State administra-
tion?

Governor ROCKEFELLER. I suggest in here that it be operated so that
the Federal Government could either, if they want, undertake the
administration or contract with the State to do the administration
under their standards. I think it would be very useful to have quality.
standards of administration because I have a big bill. You know, our
administration is local and a lot of the local areas are not using the
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kind of computerized systems that they should and they are not
efficient; and, for instance we have one case of where under our new
investigator they found that a man had been receiving checks and
then he would write back each time and say he lost his check and for
eight times in a consecutive period, every 2 weeks, every time he wrote
he said he lost his check, each time they sent him another check and
there never was any record made of it and he just got two checks.

You can't blame the guy for being too smart.
Senator FANNIN. That is typical of Federal handling.
Governor ROCKEFELLER. IThat was local.
Senator FANNIN. I know, but you are talking about the way I look

at the way we do things in Washington.
Governor RoCKEFELI. But computerization would have prevented

that.
Senator FANNIN. Yes, I understand. I agree, States need immediate

financial assistance and I would be in favor of the program but I do
want you to know that I feel we should have some experience before
we adopt this program that is covered by H.R. 1. It is one of such
great magnitude. We don't want to get into-I am sure you wouldn't
want to get into the position we have been insofar as medicare and
medicaidlave been.

In the State of New York can you do deficit financing?
Governor ROCKEFELLEB. No, sir.
Senator FANNIN. Just on revenue matters?
Governor ROCKEFELLER. We are in a "ery tough spot right now and

W-e had to have a special session to pass some additional taxes, get
authorization to get rollover payments into thz following year and
to borrow emergency tax certificate notes.

Senator FANNIN. Yes.
Governor ROCKEFELLER. And something else; we used everything.

Excuse we. We budgeted $400 million of Federal aid so maybe that is
deficit financing. [Laughter.]

Senator FANNIN. Well, Governor, I wish we could not do deficit
financing and we can send you money we don't have as it is today.

Governor ROCKEFELLER. That makes two of us.
Senator FANNIN. I have been advocating a balanced budget at the

Federal level because I feel eventually that must come about if we are
going to have a stable dollar and if we are going to have financial re-
sponsibility in this country.

In talking about the programs that you advocate, and I see from
your statement you agree somewhat with the program under H.R. 1, 1
am very concerned about it because we have had testimony here as to
what it is costing in some States, for instance, on medicaid. However,
the costs are not only doubled, tripled, and quadrupled but even great-
er than that.

I know in Illinois, we had testimony from Governor Ogilvie that
the medicaid program now represents 44 percent of their welfare pro-
gram in that State.

What would it be in New York?
Governor ROCKEEmLLER. About a third.
Senator FANmN. About a third?
Governor Rocxnmmuit. But I might say that we tried to make some

changes in the program because of the costs and have been knocked
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down by the courts, so we have got problems both with the regulations
in HEW and then with the courts; and I want to tell you this is a
rough business.

Senator FANNIN. I realize that and, of course, that is why I hate to
see more power coming to Washington in respect to these programs.
For instance, you recommend that the people not come into welfare
until they have been in the State for 1 year, is that right I

Governor ROCKEFELLER. That's right.
Senator FANNIN. One year residence requirement. We were cut off-

our funds were cut back and then reinstated, but on the basis of a cut-
off of a person who has left the State for more than 90 days. The State
of Arizona had a period of 90 days in which they would permit a per-
son to draw welfare payments and then after 90 days they would be
cut off and, of course, HEW ruled against us, and so did the courts ;so
I imagine that you would also be in favor of some restriction in that
regard; would you not?

Governor ROCKEFELLER. That's right.
Senator FANNIN. When they leave New York and you still have the

responsibility, it seems just as unfair as having them come into New
York and take over immediately.

What period of time--you have heard it mentioned, 60 days, 30
days-what period of time do you think would be in order?

Governor ROCKEFELLER. Well, I assume it would have to have some-
thing to do with why he left. I think the difficulty is he sort of shops
around, sometimes going on our welfare to see where he can get a better
deal, but not too many can.

Senator FAlI I. Would you be in favor of a 30-day cutoff period
with extenuating circumstances making it possible for them to con-
tinue if they can prove they need it for carrying through in a program
of that nature?

Governor ROCKEFELLER. We frankly had not, in the various plans,
reorganization, which I discussed and maybe we have overlooked
something important here: we have not gotten into that but we have
insisted that any able-bodied person come pick his check up every 2
weeks at the employment office and that really precludes, excepting
maybe get out during the interim period, but there are a lot of people
who have been using both unemployment insurance and welfare and
then earning out-of-State money which is not registered by working
in a ski report where they work at the bar as a waiter and don't get
paid but tips and ski and then get back.

Senator FANNIN. I realize you have accomplished a great deal by
picking up the checks and this would alleviate much of the problem
we are talking about people leaving the State; they would have to
appear in person, have to come back in and in most instances that
would be very difficult.

We are talking about an extensive program and we discussed the
pilot proi.rams. The question in my mind is, should we go ahead and
pass legislation-

Governor ROCKEFELLER. Yes.
Senator FANNIN (continuing). Without having the experience?

How can we really write the proper legislation without having the
experience?

We say, yes; we can come back later and rewrite it.
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Governor ROCKEFELLER. We have been doing it for 200 years and
I really feel this is so important if you go ahead and pass the leg-
islation, even write in that the effective dates are restricted and- then
do pilot programs if you want, but most of the things which you
recommend in here are being done somewhere in the, United States
today and, therefore, there is no problem in studying how that is
done, what the experience is and learning from it.

Senator FANNIN. How about a guaranteed annual income?
Governor ROCKEFELLER. Well, if you call a minimum benefit for a

family of four-you know, a guaranteed income, I personally think
that basic needs have to be met and a minimum figure of $2,400 is a
very, very modest amount, and I personally think this should be passed
because now the persons cannot meet their needs if they cannot get
work o r aie unable to do work; it is just a tragedy if they have to
move out of the area where they live and come up to other States where
they are paying higher benefits because we cannot afford to handle
it.

Senator FANNIN. Well, Governor, of course, you heard the state-
ment made by the distinguished Senator from Wyoming about what
the Senator from Idaho has maintained, that this is just openers and so
we are talking $2,400 as openers. Where do we end?

Now, yesterday we had recommendations that it should go to $6,500
and that it would cost about $20 billion additional, but then they say
that would not be enough; we would have to carry on through, so
that others who are working would not be in as equitable a position
and then we should pay out another $30 billion so they were recom-
mending an expenditure of $50 billion.

Now, where is the money going to come from?
Governor ROCKEFELLER. Well, it isn't going to come from--ob-

viously, we are dealing with individual values and human needs. This
is not true; we face this level payment in New York State all the time;
each year it is up. So it isn't as i! this was something which for the first
time Congress is going to have to face up to. States have been facing it
right along and it is just a question of whether we have the disciplines
and the ability to make the decisions between need and our capacity
and to do it the most efficiently; and I think we have to face that.

Senator FANNIN. Governor, I wholeheartedly agree with you; that
is exactly the point. Do we have the capacity? Here we do not have a
stable dollar today: it is in jeopardy; internationally it is in great
jeopardy; you would know far better than I would, but the problems
we have in that respect are so serious that we can't afford to just take on
obligations that perhaps later on we will have to recind, can we?

Governor 'ROCKELLER. Well, Senator, I understand what you are
saying and I sympathize with the problem, but I would like to point
out that by not taking them on here in Congress you make it imlmssi-
ble for us to do anything in the States. We have no control over whether

eonle come there, how big our rolls are; we can't reduce the benefit
levels under the matching formulas from Congress, so we are frozen
into a position over which we have no control.

Senator FANNIN. Yes.
Governor ROCKEFELLER. With people flowing in from different parts

of the country because they can't get an opportunity to get the assist-
ance to live as decent human beings.
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Senator FANNIN. I agree and I know what the Federal Government
has done in your State and the other States of this Nation in making
those requirements, sometimes very unreasonable and forcing on you
items which would be of low priority so far as your State is concerned;
but still I mean it is a requirement; but I think we must look at it from
the standpoint of what can we afford to do. You know, we no longer
look at it from the Federal level as to whether we can afford it; we
should say let's just have more deficit spending. But don't you agree
there is an end to that? We must do something about it. Here we are
contemplating a $40 to $45 billion deficit this year and wliat will it be
next year. If we adopt the programs we are talking about, adopt the
recommendations that have been made to us in all the programs, we
would probably run $50 to $75 billion deficits in the next couple of
years.

Governor ROCKEFELLER. Well, of course, you have got an open-end
commitment right now, for instance, in New York on an over $4,000 per
family basis where you have to pick up half of it, so you have an open-
end commitment right now.

Senator FANNIN. I know, and it is very unsatisfactory; I don't think
we can afford to continue-not necessarily that program but continue
open-end agreements when we haven't the ability or at least we don't
face up to our responsibility to pass the necessary taxes to take care
of it.

I will agree that if the Congress would have the same obligation the
States have, we could carry through on these programs, and go ahead
financially, it would be an e-tra burden as far as taxation is concerned;
but I think we are just 'heading for disaster if we continue doing what
we have been doing in just the past few years.

Governor ROCKEFELLER. But just to comment on what you say, in the
past 10 years I have requested seven times increases in taxes in New
York State, have had to. During that same period Congress has cut
taxes five times. Your taxes are nationwide; our taxes are distorting
the economic and social life of one area. of the country in a way that is
very serious. So-

Senator FANNIN. I think it is very unfair but we here in the Con-
gress have not been willing to stand up to our responsibilities of in-
creasing those taxes.

Governor, I am just sorry I missed much of your testimony and I
certainly commend you in what you are doing.

Governor ROCKEFELLER. Thank you.
The CHAIRMAN. Senator Ribicoff?
Senator RIBboFF. I have here a statement that I will read from the

New York Magazine, February 6,1971:
About six months ago Governor Rockefeller decided to do something about the

fact that more than 1 million people In New York City were on welfare. He set up
the Office of Welfare Inspector General, George Berlinger. According to state
sources tle Inspector General has spent almost $200,000 of his $750,000 appropri-
ation and to date has investigated 13 cases and found three cases of welfare
cheaters.

Will you comment on that?
Governor ROCKEFELLER. Well, it is just totally inaccurate.
Senator RIBIcoFF. How many cases--how much has the inspector

general spent out of the $750,0007?
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Governor ROCKEFFLLER. The inspector general was a new office in 6ur
State and he has an appropriation of $500,000. We have found 'iIe.ry
unsatisfactory the inspecting of welfare cases by the local communities
because of the system they have used and then the State's position was
to check their checks but their checks on welfare cases were made on
a selected basis in the beginning. So when we checked the cases they
checked we were checking cases which were pretty carefully selected.
So we wanted to go on our own. I I I I

We have authorized $500,000 appropriation; we have cash expendi-
tures to date of $160,000. We have encumbered an additional $9,000.
Projected expenses to March 3, 1972 are $186,000; anticipated §aViiigs
or expenditures under the $500,000 for the year will be $104,000.

Senator RmicOFF. But how many cases have you investigated in the
last 6 months?

Governor ROCKEFELLER. Well, as you know, we started from scratth;
we had to organize the department; we had to get the investigatiVe
office and get the lawyers and so forth, set up procedi-res, work, with
the different areas. i '

We have now gone over 3,500 cases and actual investigations com-
pleted and referred to local commissioners' 152. The number of pr-
sons involved in the cases referred were 302. The responses recelv'ed
from local commissioners to date, their completion, has been 53; docu-'
mented cases referred to the district attorney, 21; estimated next year,
12 months' savings on 152 cases is $412,000. So the savings from those
152 cases will be just a little more than the money spent by the" c6m-
missioner; but the impact that somebody is now watching this and'in-
vestigating it has been tremendous on these local administrators.

Senator RnIacoFF. Yes, but, in other words, you have 1.7 million
people on welfare; you have been inspecting now for 6 months 'aid
you referred 12 cases to the district attorney so you found so far' 12
cases of cheating in your investigation?

Governor ROCKEFELLER. No, no.
Senator RIBicor. How many cases did you say you referred "21

cases you referred to-
Governor ROCKEFELLER. On the 152 - t IV
Senator RmirconF (continuing). Which have been referred t6 the

local commissioners we anticipate savings of $412,000.'
Senator RnixcoiF. I know that but how many cases of cheating "did

you find? How many cases did you say were referred to the district.
attorney?

Governor ROCKEFELLER. 152 were cheats.
Senator RmIcoFF. How many were referred to the district attorney?
Governor ROCKEFELFER. How many were prosecuted .
Senator RmicoFF. How many were referred to the district attorney y?
Governor ROCKEFELLER. Twenty-one.
Senator RmwOFF. So, basically, out of those 21 that were referrWo

the district attorney, those were probably violations of some".law,
some crime, some cheating experience?

Governor ROCKEFFLLER. Well, of course, the internal-
Senator RImCoFF. Let's say 151 were cheaters?
Governor ROCKEFELLER 152.
Senator RICOFF. 152 were cheaters; out of the 1,750,000 you found

152 cheaters?
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Governor ROCKEFFLLF. No.
,Senator HANSEN. Would the Senator yield?
The CHAIRMAN. Let him answer.

,Governor ROCKEFELLER. This department has been in operation 3
months. It took me 3 months to get it organized and get the people,
to get someone who would take this job; let's face it. They have on
file now 3,500 cases. We had a marvelous response from the public
and we estimate that on the 153 cases-152 cases-that there were
overpayments of $593,700 on those 152 cases alone.
, Senator RIBicoFF. Now, while-there may be overpayments that does

not mean everybody was a cheaterl, because other Governors who came
in here and testified with theiJnvestWgations indicate that while
there were overpayments, in many cases there were underpayments,
so there were a lot of mistakes and a lot of inefficiency; there are mis-
takes and inefficiency, but I think it is important if we are going
to solve these problems, Governor, to find out ho7 many cheaters
did we really have.

'Governor ROCKEFELLER. We don't know yet. We are in the process
of finding out; but I do know, Senator, another figure which is even
more important to this,.that of the people who have to go to pick up
their checks at the employment office, for the first 4 months we aver-
aged 23 percent didn't show. Now, they had a good reason not to
show; maybe they were sick, in which case we found out; but the 23
percent that didn't show, that has now leveled out to just another 20
percent of the people not showing..

'Senator RIurcor. Would you give us a complete resume of all these
reforms you have put into effect, whatever your statistics-I don't
mean 4iow-would you supply the committee with those so we could
have it as a part of the record when you get back to New York?
. Governor ROCKEFELLER. We will supply you- with a summary and
legislation on each one of the programs.

Senator RIBICOFF. And in your investigations that you have made,
what percentage of those cases involved cheating and fraud and which
were inefficiencies due to the bureaucracy handling it, both ways?

Governor ROCKEFELLE.R. I will send you-as a matter of fact, I will
.id you the information on the 152 cases.

Senator RIBICOFF. All right.*
-Now, Governor, on January 27, the Chamber of Commerce of the

united States of America testified here and you made a lot out of the
fact that one of your great problems is due to the fact that New York
has higher welfare payments and people from poorer sections move
into New York to get higher welfare payments.

May I read from the testimony of the U.S. Chamber of Commerce:
:The~repeated assertion that high welfare payments have caused a large migra-

tion of poor people to get on welfare is only a belief about facts and Is refuted
by. available evidence. A special study of AFDC in-New York City requested
b the' Chairman of the Ways and Means Committee found that the current
rise in the AFDC caseload between the years 1966 and '68-

You were Governor then-
Governor ROCi ELLFr. Still am.--
Senator RIBICOFF continuing) .

$6ee p.' 2177 for additional material submitted for Governor Rockefeller.
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Cannot be attributed to a recent increase of recipients who have migrated
for calculated reasons. Their finding was verified by the monitoring team from
the General Accounting Office.

Would you comment on that?
Governor ROCKEFELLER. Yes; I think the important word in your

statement is "calculated." These were not, as you say, calculated.
Now, I think a great many people come, and I mentioned that in

my testimony, because they cannot find work in the community in
which they now find themselves-if they are displaced from agricul-
ture, sharecroppers, cottonpickers, sugarcutters in Puerto Rico and so
forth, and they can't find work and they cannot get adequate bene-
fits to sustain their family; so they come to New York looking for
work.

Senator RIBICoFF. They come to New York looking for work but
they don't come to New York because your benefits aire higher. •

Governor ROCKEFELLER. You see, I am making this point about--
you said calculated.

Senator RIBICOFF. I didn't say calculated; this-I am reading it out
of the testimony. This is from the report of the Ways and Means
Committee; this isn't mine.

Governor ROCKEFELLER. I understand. But the word "calculated"
was that very few came because of calculated desire to get on welfare.

Senator RIBICOFF. Yes, that is right.
Governor ROCKEFELLER. All right.
Senator RIBICOFF. Would you agree with that statement?
Governor ROCKEFELLER. Well, I think it is.very hard to know. Peo-

ple come to New York for opportunities, whether it is employment or
if they can't find employment, welfare. Now, nobody is going to say
they came up for welfare; they are going to come up and say they
came, but if a mother comes with seven children, knowing the prob-
lem she has got, it is pretty difficult for her to dispose of those seven
children, to get the kind of employment she needs.

Senator RIBICoFF. Well, it is a very funny thing, Governor, because
this -isn't some fuzzy people making this report; this is a report of
the Committee on Ways and Means, and if there is anybody who is
hardnosed, it is that Committee on Ways and Means and this study
from which this was taken was made jointly by the Department of
HEW and your own New York State Department of Social Services,
so this was a study made and a report made by your social services de-
partment and HEW.

Governor ROCKEFELLER. Well, I am very interested in what you
say and it is a very interesting speculation or fact, if you want to call
it fact. The problem we face is this:

In 1958 our costs were $446 million; this year they are $4 billion.
Now, these people are on these rolls and in New York-
Senator RIBICOFF. That's right. -

Governor ROCKEFELLER (continuing). If they didn't happen to
come for welfare purposes, they ended up on welfare-

Senator RIBICOFF. Yes, but you see-i n n
Governor ROCKFELLFR (continuing). Which is an interesting thing.
Senator RIBIoOFF. The reason I raise thiapoint with you, as raised

it with Governor Reagan, here you are a very responsible man from
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a great State and there are differences of opinion as to what causes
welfare and what we should do about it and we should be arguing this
out in the Congress and the country what to do about it but let's
argue it out on the facts not the myths and I think men like your-
self and myself have a deep obligation to argue the philosophical dif-
ference on the facts as they exist, not on the myths that are floated.

Let me read-I am reading from the U.S. Chamber of Commerce--
let me read the next paragraph in this statement:

Cook County, Illinois, had experTenced a similar sharp and extensive growth
in its AFDC caseload in the early '60s. A study conducted in 1964 to determine
the causes concluded that in-migration to get on welfare was not a significant
factor in the growth.

That study was conducted by Cook County Department of Public
Aid in cooperation with the Loyola University School of Social Work.

Governor ROCKEFELLER. But you limit it each time, Senator, to get
on welfare and there are very few people who will admit that they
came to get on welfare. They are going to siy they came for oppor-
tunity and to get a job.

Senator RiBicOFF. All right. Let me read the next paragraph to
you:

After the Supreme Court decision invalidating state residence requirements,
Pennsylvania, with such a requirement, expected a subsequent influx of families
from poorer states ito get on welfare. According to a high official In its Depart-
ment of Welfare, a continuing monthly check of new applications approved for
those with less than one year's residency in the state showed that the vast
majority of such families came from four states, all of which made higher
welfare payments. Virtually none came from the southern states.

In other words, you see, this is testimony from the Chamber of
Commerce of the United States of America which is against this
welfare bill. I mean this isn't somebody with stars in their eyes. The
Chamber of Commerce of the United States comes here and they
testify what they don't like about the bill and this I am reading from
their testimony last week before this committee.

What I say, Governor, is this: We have got a bitter debate in this
country and it is deep and we have to settle these problems for this
country based on what the facts are, not about the myths that are
floated. And that is why when you come here and testify in front of
this committee and before this country because of your prestige that
it is because New York's high payment and that people come to New
York and burden the New York system, I want to point out that the
three studies that have been made, one in your State, indicate it is just
the opposite.

Governor ROCKEFELLER. Senator, I would like to respond to your
question because I am not quite clear what point you are trying to
make by this. These are in-migrants. If you want to say they came
as in-migrants to get a job and not get on welfare, all right; let's
accept that. But the fact from- New York's point of view is we are
financing 1.8 million people on welfare who came into that State, a
large percentage of them.

Senator RmricoFF. A lot of them live there, too.
Governor ROCKEFELLER. It wasn't so bad.
Senator RnxcoFF. A lot of them live there; the way our population

floats back and forth, there are some 5 million people every year
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move from one State to another. We are a country of shifting popu-
-lations and you are a big State and a great State and I suppose the
migration into New York, or into California, because of the size;
they probably go out of New York as well as come into New York. :

Governor ROCKEFELALER. Well, are you arguing against the need for
a national standard?

Senator RBicOFF. No; I am not, sir, but I want to pin you down,
Governor Rockefeller, to a sense of responsibility, that is what I am
seeking.

Governor ROCKEFELLER. If you will excuse me, I seek with you a
share of responsibility.

Senator RIBICOFF. I want the Nation to understand when a great
Governor of a great State comes here and says the burdens are due
to your high welfare payments, your problems are due to the Supreme
Court outlawing your residency requirements, I want to outline to
you they don't come to New York to get your high payments.

Governor ROCKFaELLE. If yOU will read my statement you will
find that was not in my text.

Senator RIBICOFF. I think you testified to what the problem was.
Governor ROCKEFELLER. I testified to the problem which I testified

to in some detail of the economic changes taking place in this country
which were causing migration in this country and these migrations
were people coming with little education, little skill, very little skills
by way of training and culturally deprived. Let's say they all come
to get in jobs, get on jobs in New York. The truth of the matter is
you have got a very close correlation with the growth of welfare in
New York during this period and the growth of minority group popu-
lations in the central metropolitan areas.

Senator RIBicoFF. I know, but, Governor, then do I understand your
position is that they did not come to New York just to get on welfare?

Governor ROcKEFELLER. I don't think either you or I are ever really
going to find out what the motivPting forces were except where they
leave they couldn't get either a job or benefits that would take care
of their families.

Senator RmICoFF. All right.
Governor ROCKEFELLER. And they are human beings.
Senator RmIcoFF. All right. If that is the case, then don't you think

that both you and I should state whatever reason they came; they
don't come to get on welfare; we don't know. You simply don't know.
Neither one of us kncws.

Governor ROCKEFELLER. Then let's not make either statement that
they did come or didn't come because we don't know, despite the
chamber of commerce.

-Senator RuBICoFF. All right. That is why I want to point out I am
for national standards.

Governor ROCKEFELLER. So am I.
Senator RIicoFF. And, therefore, that is why I want the Federal

Government to assume the entire problem because it is a national
problem and on an interim basis to freeze your payments at the 1971
level, the remainder of the costs to be assumed nationally with ,the
Federal Government by the year 1976 picking up the entire welfare
load and take it off your back and everybody else's back because for
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whatever reason they come it is a national problem and let's not accuse
all these 14 million people in America of being cheaters.

Governor ROCKEFELLER. But I resent what you are saying if you are
implying I said these people are cheaters.

Have put in my text, Senator, the very deep human concern which
I have felt all my life and I was in hIEW as Deputy Secretary before
you were there as Secretary.

Senator RIBICOFF. That s right. -

Governor ROCKEFELLEr. And I have worked to try to do those things
which will give all Americans dignity and an opportunity and I don't
like to be put into a false position by the way able presentation you
made, which is irrelevant to my position.

Senator RLBICOFF. It is very relevant because I followed your activi-
ties in welfare and your restrictive practices in the last 2 years and the
implications that you make about your studies and what you are doing
imply that 20. percent of-the people are trying to cheat. I don't know
what you are going to find in the 20 percent and I am interested in
seeing about it; but I don't want the word to go out that every one of
these people, 20 percent that didn't come, were cheaters or they
toine to New York to get welfare. You may resent it or not resent it,
Governor Rockefeller, but I want to present the facts as I see them
hore.

Governor ROCKEFELLER. I don't want that word to go out either,
Senator, but I don't think you want or I want to allow cheaters to be
on these, rolls, whether it is one or whether it is two.

Senator RIBICOFF. That is right.
Governor ROCKEFELLER. Because they destroy the good name of a

very important social program.
;Senator RIBICOFF. But you see, now, we come down to a very impor-

tant problem, Governor Rockefeller, and that is this: 1 percent cheat-
ers, 2 percent cheaters, 5 percent cheaters, 10 percent cheaters-let's
find out what it is all about; but we are talking to revamp a welfare
system for this country that is out of whack and is a failure.

Now, if we are going to reform a welfare system, let's make sure
that in trying to close the loopholes for those people who are defraud-
ing and cheating whether it is 1 percent or 10 percent, we don't over-
look the overwhelming majority of those 14 million people who are not
cheaters. So when we try to close these loopholes, for heaven's sake
let's be positive.

But if the entire dialog in the U.S. Senate and in this country is
going to be on that small percentage of cheaters, we are going to fail
to solve the problems of the poor who are not cheaters.

Governor ROCKEFELLER. But you are stating the obvious, if you will
ekCUse me.

Senator RxBIcoFF. I am not stating the obvious because if you will
read every speech practically made on the Senate floor and all of the
efitkism of welfare, you Will find it is almost all pinpointed and
phtWen on the small percentage of people who are cheaters and this

ii.w hy 'the problem-we have these great problems today to get a
'co istructive program because everyone assumes they are all cheaters;
W I n% not stating the obvious. I want a constructive program and it is
th Job of all of us to try to work out a constructive program.
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Governor RocKEFELLR. But you are talking to me as Governor of
New York and I would like to invite you or your representatives to
come up and study the programs which we are doing on an experi-
mental basis. You don't have to try to put some in; we are doing it; and
I think you will find the human values are being taken care of,
fostered, and that we are trying to winnow out those who are trying
to abuse the system, spoil the system, and destroy the good name of
the system.

Senator ANDERSON (presiding). Senator Curtis?
Senator CURTIS. Mr. Chairman, I have no questions because I

arrived too late. I was tied up in another meeting, but I know the
Governor has made an important contribution to our deliberations and
I shall pursue his testimony. But I have no questions at this time.

Senator ANDERSON. Senator Byrd?
Senator BmR. Thank you, Mr. Chairman.
Just a couple of brief questions, Governor.
What was the reaction of HEW to your new law requiring welfarerecipients to pick up their checks in person rather than have the check

mailed to them?
Governor ROCKEFELLER. Well, I think they sympathized with that,

Senator, and we are enthusiastic about it and, if I-am correct, that is
included in H.R. 1. The work reporting is there but not the check
pickup. I think the check pickup for those who were declared eligible
for employment would be a very important addition to the bill.

Senator ByRn. It would be well to write that into the legislation?
Governor ROCKEFELLER. I woud personally like very much to see it

and it has been extremely helpful to us.
Senator BYRD. I didn't understand whether you said HEW strongly

approved of this?
Governor ROCKEFELLER. I think that they welcomed this as an

experiment and that the area where we had really disagreement with
them related to the requirement that welfare recipients, ablebodies
who cannot get a job, who are not in training, that they should work
in some service in the area in which they live for the number of hours
at the prevailing rate that would cover the cost of the welfare check.

Senator BYRD. In regard to the guaranteed annual income, H.R. 1
and the administration recommend $2,400. Senator Ribicoff's proposal
is for $3 000 and eventually to go to $4,000. Senator MqGovern and
Senator harris have other figures. The National Welfare Rights Or-
ganization has $6,500. My question, Governor, is, if you were sitting
on this side of the table and working on H.R. 1 from this side of the
table this year, what figure would you use?

Governor ROCKEFELLER. Well, we are $4,050 now in New York. I
recognize that there are cost-of-living differentials which I suggested
earlier be incorporated into the concept. I think that if they were
to pick the figure that Senator Ribicoff mentioned, the $3,000 and
start with that., with differentials for areas, cost of living and wage
scales, that this would be a tremendous thing. I also support tie
$2,400 which is in the bill, and I think any step to national standards
is a tremendous step forward and one that we need to come to.

Senator Bmu. Well, we can't, of course, write both figures into
the bill. Which one would you recommend that the committee usi if
the committee decides to put in a figure? -
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Governor RoKEELLEi. Well, I would suppose under present cir-
cumstances with your financial situation at the national level that
I would stick with the $2,400 which is in the present bill because r
think that to go higher than that now could well result in loss of
passage of the Vill and, therefore, I would take that position.

Senator BYRD. Just one additional question: If we establish the
principle of a guaranteed annual income, and by "we" I mean the
Congress and the administration, can we justify making it less than
the poverty level?

Governor ROCKEFELLER. Well, personally I would prefer not to call
it guaranteed annual income because I think that that gives a concept
that the person can get it and they don't have to work; and that,
therefore, there is a psychological situation here which would result
in a lot of people just saying they are not going to work.

Senator BYRD. Are you aware they can do that under H.R. 1?
Governor ROCKEFELLER. Well, I have suggested, Senator, that they

amend the bill to require all able-bodied people to spend a number
of hours necessary, if they can't get a job in private life, and if they
can get it and don't take it then they should be removed from the rolls
and they should get the training that they need. And then, after that,
if they can't get the job then I think they ought to work in some local
project for the number of hours at the prevailing wage to pay for
their welfare benefit.

Senator BymR. But you are aware that H.R. 1, as it stands now,
does not require the removal even though an able-bodied citizen refused
to work?

Governor ROCKEFELLER. That's right; and that is why I took the
liberty of making those recommended changes.

Senator ByD. And you oppose that aspect of it?
I am afraid I interrupted you so I didn't get the full purport of

your reply to this question: If we established the principle of a guar-
antead annual income, can we justify making the figure less than the
poverty level ? I

Governor ROCKEFELLER. Well, from an ideal point of view, certainly
the answer is yes--I mean no, that you couldn't; but I think that one
hasto take the realities that we face as a nation and, for-instance, for
the aged and the blind and the disabled who cannot become self-suffi-
cient, and self-supporting, then I think maybe one could say that
whatever the level is that is going to assure them not to live in poverty
that this is what should be done. For those who can work, then I would
like to see them actually do work, prepare themselves psychologically
as well as physically in terms of work habits.

I think this is what has built this country to where it is today and
I think we need to preserve that ethic if we are going to preserve the
vitality of our country.

Senator BYRD. Thank you, Governor.
Mr. Chairman, could I just make one statement for the record, the

statement I made to the chairma privately?
I would like to say for the record that I commend the chairman on

the way he handled a rather vigorous meeting of the committee yes-
terday and I praise him for his self-resett.

The CnAntmi . Thank you, Senator.
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Governor, you advocate work for able-bodied persons. Would you
include in that a mother with a child Qr children 5 years oldo
less?

Governor ROCKEFELLER. Well, I would not make it mandatory. How-
ever, there are circumstances in which a mother with children 5 years
or less certainly could conceivably find someone who-a member of the
family or what not, a grandmother-who can be with the little chil-
dren and stay there, and permit her to go out -and do at least part-time
work.

The CHAIRIMg[AN. Because, Governor, if you are going to make it
optional with the mother with a 5-year-old or younger child, then by
merely not marrying the mother of one's children, a person can have
the Government support that mother and children at a fairly com-
fortable level and have that income in addition to his own earnings,
and that-it seems to me-is one of the fundamental problems df 'the
welfare mess that we have today.

Now, it does not solve that problem just to shift the burden from the
State over to the Federal Government. You still have the problerni nd
it amounts to a cash incentive.

Governor ROCKPFELER. I was just wondering, thinking to answer
your question, to ask whether there was a provision in II.R. I
about seeking out the parents of the child and making them
responsible.

The-CHAMMANv. Well, I am just talking about the problem here.
Governor ROCKEFELLER. All right.
The CHAIRMAN. The way it stands today, I am told by mywelfare

director, that according to HEW regulations, and against his better
judgment, if he finds a man living in the same house with the mother
who admits that those are his children, a man who has a job adequath to
support that family, so long as that man makes the pure, self-s rvin
statement that he is contributing nothing to the support of those chi-
dren, and so long as that mother makes the pure, self-serving stte-
ment that that is correct, then he must load those people on the welfare
rolls even though that father is capable and legally obligated'to' sup-
port those children. Are you aware of that?

Governor RocxnFmLLa. I am, and I am opposed to the regultitbi§
or the ability of a father of the children, whether married or hotlatf-
tied, to be able to avoid the responsibility to society for the sustaining
of those children.

I would like to see us strengthen the provisions. What we'are Ifihd-
ing is, and this inspector general which seems to have raised quiteta
little question here, that people are writing in, that is the best souie
of information we are getting; they are writing in and saying,_ ILok,
Mrs. So-and-So with six children, you know, is on welfare, but, at
such-and-such address is her husband; you can find him thefb Miy
time at these hours." This is very helpful. . . - J 0,

The CH"AMN. Well, now, Governor, there is just a great doal 6f
reform that we can agree on in this committee and in tlus Sendt6'by
an overwhelming vote quite apart from the central issue of Vhethbr
you are going to pay people a guaranteed income for not W V'kin .
It would do a tremendous amount to help you solve the welfare crisis
in the State of New York if we were to strike down that one kewire-
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ment, for example,- that a father not married to a mother is excused
from the burden of supporting those children. That would be a tre-
mendous help, I would think.

I see you are nodding.
Governor ROCKEFELLER. I think so, too.
The CHAIRMAN. Well, now, in addition to that, we had a district at-

torney from Arkansas come and testify, something that I couldn't
believe until I heard the testimony, that HEW had issued a regu-
lation to foreclose him from obtaining the information to prosecute
clear-cut cases of fraud by improper use of confidentiality. They have
a regulation, and it was in the record and I will be glad to show it to
you, and here it is--you. might want to take a look at it yodriself-
an utterly-well, I have tried to give it the best, dignified term I can-
an utterly ridiculous regulation.1

Would you mind taking a look at the parts that are highlighted
there in that excerpt?

Governor ROCKEFELLER. They haven't moved into us yet, Senator.
The CHAIRMAN. You are next.
Governor ROCKEFELLER. In our investigations. Evidently, they are

too busy out there, but they have let us use the information that isavailable.

The CHAIRMAN. Governor, you are next in line, because there is a
regulation. [Laughter.] There is a regulation whereby they undertake
to prevent a district attorney from doing his duty-his dty to pros-
ecute persons who fraudulently obtain money from the Federal aid
program-an utterly ridiculous use of confidentiality.

Governor ROCKEFELLER. That's right.
The CHAIRMAN. I helped to put into effect the Louisiana program

which, at one time, had more aged people on the assistance rolls than
the State of New York. That was before you became Governor, but
it was a very liberal program. [Laughter.] And we wanted to protect
the confidentiality of the aged and prevent them from being embar-
ra , so when the issue came up, we agreed that even the newspapers
would see who was on those rolls, and inform themselves about the

subject, with only an injunction that they should not needlessly
embarrass anybody 'by publishing those names in the newspaper. I
guess they could proa -ly get away with it if they did, but they
respected the reason for the confidentiality, and, I think, everyone
else would.

But wouldn't you agree with me that it is utterly ridiculous to
deny a district attorney or a grand jury access to the welfare files for
the purpose of discovering whether someone is on there by fraud?

.Governor ROCKEFELLER. To, I agree with you, sir; and I tiink this
h got to be done. I don't think we want to embarrass or destroy the
n y people who are following the rules and doing this thing'accord-
ing to Royle; but I think that for those who are cheating, and maybe
.t is only a small percent, maybe it is a larger percent, but I think we
Should be able to get those people off the rolls not only because of
.he mnoney, but I think one of the things that is happening is that it
I.a .undermining confidence in the program in the country, and, ther-

LaIB'iNOT.---The regulation referred to appears on p. 855.
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fore, those who have burdens, and a great many people throughout
-this country, with heavy taxes, are becoming increasingly resentful,
and it is a very serious situation. So if they feel that we are really
going after seeing to it that only those who need it are getting it and
they ought to get' what they need to really help them, then I think
they would have more confidence in the program. So I think thiscould
be a very important step toward reestablishing confidence in the
program.

The CHAIRMAN. We have overlooked one litVle item that we ought
to take care of, and will. We ought to make it to the mother's cash
advantage to help her pursue the father. I regret to my for the most
part it is not to her advantage at the present time. What she gets in
terms of a payment is a complete deduction from the welfare check.
In my judgment, we ought to at least treat it the.mtme as earnings so
that she could keep the first $30 or the first $50 or $60 that she gets.

Now, in addition to that, Governor Reagan told us that they picked
out about 60 cases of men who had left their families, who ought to
be made to support those families, and rather than protecting the con-
fidentiality of those men, they proceeded criminally in those cases,
publicized those cases, and in 'the same county where that happened,
700 fathers showed up to admit their family 'responsibility and start
supporting their children. Now, there is a great potential 'ight there,
would you agree?

Governor RocKEYr,LLER. Excellent.
The CIIARAN. Now, we had Mr. Roger Freeman before us here

testifying against what he feared with regard to this program and he
said this:

No combination of benefits or earnings and benefits can alter the fact that a
man can still maximize his and hi family's income by desertion. He can then
keep whatever he earns, instead of only one-third as he would keep under H.R.
1, and let his family be supported by AFDC. This can be corrected only by direct
action against the absent father, action that is today sporadic or nonexistent.

And he goes on to say under H.R. 1 that would still be the case.
What is your reaction with regard to that problem?
Governor ROCKmFLLER. I would like to ask Mr. Van 14re, who

is deputy director, what is your answer.
Mr. VAN LARF.. There are two options, Senator, both under current

law and under H.R. 1-I mean two approaches: One is to reduce the
benefit to the family, the mother and the children, in the hope that
will put sufficient pressure on the father, the deserting father, to make
a contribution.

The second, which we are trying to pursue in New York, is to look
at our own court procedures, our own support procedures, to see
whether by going at it the other way, of putting the pressure on the
deserting father through tightening the prosecuting steps, speeding
up the court process, speeding up the enforcement payment orders,
we can have the same impact.

The CHAIRMAN. Well, a number of things we can do in addition to
that-we can garnishee his wages. I know that some employers don't
like to cooperate with garnisheement procedures and fire a man if
they find his wages are being garnisheed; and we might make it,
against the law for the employer to dismiss the ePniployee. boeause his
wages 1, r-, I1-.i liga irn islhed. That might hel 1)
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In addition to that, as under H.R. 1 we'might set up some method
of determining what the father would be required to pay and let the
father owe that to us. Then when the father gets ready to retire, for
example, simply deduct that from the social security retirement bene-
fits. [Laughter.]

But there are various and sundry ways that we could get at these
fellows who do not do their duty toward their children and find it
more desirable to shift the burden of supporting their children onto
the backs of other workers. Basically, isn't that what it is when a
man leaves children so as to force the taxpayers to support them?

Governor ROCKEFELLER. Exactly.
The CHAIRMAN. NOW, this witness also made the point that you

really can't make people work if they are not willing to work. He said,
just as you can lead a horse to water but you can't mke him drink,
he said that:

Anyone who does not want to be hired can easily make himself unacceptable
to a boss -or interviewers by slovenly or repulsive appearance, disheveled clothing,
by negative or provocative replies or any of a hundred ways. Should he be hired
nevertheless or discover only after taking a job that he does not like it, he will
have no difficulty getting himself fired by absenteeism, sloppy work, damage to
equipment, antagonism toward co-workers or superiors, by feigning illness or
disability.

Do you agree if a person does not want to work it is practically im-
possible, in fact it is more troublesome than it is worth, to get him to do
something?

Governor ROCKEFAFER. No, I don't-quite-because it depends upon
what kind of work. I think that if you had, Senator, in the provisions
of law that all able-bodied people have to work, and if he does just the
kind of things you have been talking about, you know, so as to get
himself fired or not get the job, then under what we are proposing he
would hpve to spend so many days at prevailing wage working for
the city or the county or whomever it is, in the park or on the streets
or in the vacant lots cleaning them up.

Now, he can be pretty sloppy; it still wouldn't affect picking up
papers or helping clean the streets and I don't see any reason why our
community shouldn't be spic and span, with people who are supporting
the local effort by actually giving time, and I think a great many of
them will find that out after that; for instance, the National Boy
Scouts have made this year, the year of ecology, and they are cleaning
up highways and communities and so forth, picking up the beer cans
and the other things that are dumped around and this has been a big
deal. And they have enjoyed it from what I understand. In our com-
munity it is quite a lark and members of the community provide lunch
and so forth and this thing has been an exciting experience and they
feel they are making an important part of a contribution to economy,
to restore our community. We have to get some pride back in our com-
munities. I think these are parts of a total program which are essential
if it is going to work.

The CHAIRMAN. Well, now, what would you pay as a prevailing wage
or someone to help clean the place up? What would you have to pay in
New York City?

Governor ROCKEFELLE R. Well, it would be a little higher. than it
might be somewhere else, but our minimum wage is $1.85. Now, we
wouldn't pay them-this would be working off the welfare check.
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The CHAIRMAN. Well, now, suppose-
Governor ROCkIEFELLER. This is a very sensitive point because a lot

of people bitterly oppose this idea.
The CHAIRMAN. Well, now, suppose there are people who don't want

to do that. Suppose they do go out there on a street, visit around, talk
about matters of the day, but don't pick up anything or pick up very
little? Would you still pay them $1.85?

Governor ROCKEFELLEIr. No, he wouldn't be in position then to pick
up his check.The CHAIRMAN. So you would then suggest that they be teriidnated
from the welfare rolls?

Governor ROCKEiFELLER. That's right.
The CHAIRMAN. Because they didn't do what was expected of them?
Governor ROCKEFELLER. That is right, provided they are able bodied.
The CHAIRMAN. I assume then when you do that you are going to be

sued by the poverty lawvers who will say these people are entitled to
a hearing, entitled to a lawyer, entitled to appeal, and they must be
kept on the rolls all during the time they are doing all that? How
would you handle that?

Governor ROCKEFELLER. Just like we do now.
The CHAIRMAN. Go through all that process?
Governor ROCKEFELLER. Of course. I just think it is essential. We

hopefully will be doing it then with some Federal laws which will
support what we are doing.

The CHAIRMAN. That gets me to one further point: The way it stands
today, the HEW regulations require, if a person is totally ineligible
before you can take him off the rolls, you have to provide him a hear-
ing, then you have to provide him a lawyer?

Governor ROCKEFELLER. That's right.
The CHAIRMAN. Now, you find him ineligible; you still have to keep

him on the rolls while you are having an appeal and you provide him
a lawyer for an appeal, all at Government expense; and then only
after the appeal has been finally decided does that lawyer's service ter-
minate and does the welfare payment terminate. Does that make any
sense to you? During all1 that period of time you had a totally ineligible
person on the rolls and you are paying not only for him but a -lawyer
as well.

Governor ROCKE, FELLER. Ve.ll, sometimes, Senator, I don't-if it, is
in the law-I don't fight too much about it because I have got so many
other problems so I just try to cope with it and, if the law says-what
you are saying, and there are going to be lawyers and the laws intent
is to protect those people who were being unlawfully or illegally put
off welfare rolls or mistreated, then they ought to have lawyers and
that is fine. But as long as we have got a clear program and the pro-
gram embodies the concept that able-bodied people will work and',if
they need help they will get it, but that they will do their share in the
community of helping make the place a accent place to live, including
for themselves, then I think we can cope with it.

The CHAMMA. Governor, the only law that says that you must
keep-

Governor ROCKEFELi.ER. Mr. Van Lare, you will be happy to know,
says now we are suing HEW itself over this very question; that thy
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have gone further than we think the law says, so we are reversing the
process and we are suing them.

The CHAIRMAN. Well, the only law
Governor ROCKFFELLErr. We don't get any Federal help for this.
The CHAIRMAN. You are going to get some help for that. The only

law that says that you must continue ineligible people on the rolls
after you have found them to be ineligible is a mandate by some name-
less person down there in HEW who dreamed up this thing following
a court decision.

Governor ROCKEFELLER. Sure, that is why we are suing them. We
want to find that guy. [Laughter.]

The CHAIRMAN. Fine, Governor; that will help.
Governor ROCKFYLLER. Barry tells me that we get 50 percent of the

costs under the matching funds for our lawyers. [Laughter.]
The CHAIRMAN. Governor, if I had my way about it, we would pay

100 percent of whatever legal expense is involved in your proceeding
against people who don't belong on the rolls. I would think that is
the least we can do.

Governor ROCKEFELLER. We will take the money in any form.
[Laughter.]

The CHAIrMAN. What do you think of the suggestion that we should
permit a person to have only one social security number?

Governor ROCKEFELLER. It seems to me that is kind of a sound idea.
The CHAIRMAN. That will be suggested.
Governor RoCKEFELLER. I thought that was part of the system.
The CHAIRMfAN;. No, oddly enough, Governor, that is part of the

problem; a fellow can get all the social security numbers he wants.
Governor ROCKEFFLLfi.ER. That is why we wanted to put the social

security number of the father of the chiild on the card so we would be
able to identify who that father is and help, you know, locate him
because we use our own files on this; and we are in pretty reasonable
shape.

The CHAIRMAN. We will try to see to it if be wants a second social
security number that they must at least cancel out the first one so he
can't, b;e using two or three different social security numbers to get
more onwelfare.

Governor ROCKEFLLER. Hear, bear.
The CHAIRMAN. Now one other thing concerns me. We have had

some suggestions that it might be well to pay less than the minimum
wage or less than the prevailing wage for these type of makework
jobs that would have to be created to give a person an opportunity to
do something for his keep. We are thinking in terms of work that we
have been getting along without up to now. You can put a lot more
people to work picking up litter than you have now and the streets
ought to be cleaner, but these are marginal jobs. Would you mind en-
lightening Us as to what sort of problem we will run into when we
approach that problem? I assume that our friend from organized
labor would like to insist that the minimum wage or the prevailing
wagebe paid even if the job is totally unnecessary, and you are doing it
just to give the person the dignity of doing something for his money.

Governor ROCKEE.LLPER. Well, I understand the point you are mak-
ing and it is a very good one; and I think you will run ito that prob-
lem.
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If you approach it the other way, though, and say that the man has
to-who is ablebodied-has to spend time, a number of hours, at the
prevailing wage doing this work, not to get extra money but to earn
his welfare check-we went, and this is-I am going in relation to
what you say-we went to the Sanitation Workers' Union and we
negotiated with them on this subject to see whether we would run into
the problem you are talking about and they said no--

If these people are working off the welfare payment we will be glad to coop-
erate and we will provide the leadership and the guidance and so forth in the
field where they are doing the work and this will be supplemental work.

and you see this way they are not paid because what I worry about, of
course, on this public service jobs program is that Congress will do
what it does in so many other areis, they start a ne v program, get a
lot of credit and then they get tired of putting up the money and then
they will quit the money and we will be left with no money and all the
people, which I just tlink is going to be an impossible situation and
that I can understand why it wouldhappen.

So I would really be opposed to that program and really think you
ought to do it the other way around, where you don't have any problem
at.all. -

The CHAMMANT. How do welfare mothers feel about being asked to
work off the welfare checks that have been paid? What is their reac-
tion to it?

Governor ROCKEFELLER. Well, I can't give you from personal ex-
perience but I would have to assume just on the basis of human nature
if a welfare mother is going to work in a day care center to work off
her check that this kind of work is constructive work; it is helping
some other mother, so she can go to work; I think we are going. to
get a very good response and I know a lot of girls, young girls 15 to
18, doing the same thing and being very helpful, learning it and
profiting by it.

The CHAIRMAN. Well, thank you very much, Governor. We appre-
ciate your statement here today. You have given us a lot of very good
information.

I would like to ask one further thing: Would you mind stating your
experience down at HEW? You were over there for quite a while?

Governor ROCKEFE.LLER. I was Under Secretary of HEW working
for Mrs. Ovetta Culp Hobby who was then the Secretary.

The CHAIRMAN. In which program were you particularly involved
at the time-the whole program or certain parts?

Governor ROCKEFELLER. Well, what happened was, I was first work-
ing with the President on Government reorganization and recom-
mended to him that they take and create from this welfare agency a
department and elevate Health, Education, and Welfare to the Cabinet
status. That was-he took that program (recommended it to Congress;
it was a reorganiaztion program and that is how the Department was
created; and then Mrs. Hobby went in and she asked me to join her and
what we did was we took each program and then studied it and then
studied the conditions as of today and then suggested legislation to
Congress in each area, so I worked very closely with all of the areas.

The CHAIRMAN. Thanks for your contribution here today, Gov-
ernor.
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Governor ROCKEFELLER. Thank you very much for inviting me and
for what you gentlemen are doing in this very important field. Thank
you.

(The following additional materials were subsequently received
from Mr. Robert R. Douglass, secretary to Governor Rockefeller.
Hearing continues on p. 2210.)

BRmIr_ OUTLINE OF ADDITIONAL MATERIAL
1-

-Comments by the Department of Social Services on H.RL 1.
-- Copies of all the legislation which served to implement the New York State

welfare reform program*
---Copies of correspondence with HEW over the legality or appropriateness of

various elements of this legislation.*
-A comparison of caseload growth for 1972 and 72-78 as we currently see it

and as compared to projections we would have made prior to the reform
program.

-Estimates as to the number of welfare recipients who go on welfare within
one year of coming into the state.

-The latest ADO characteristic material showing the place of birth of welfare
mothers in New York.

-Statistical data demonstrating the impact of the welfare reform program.
-The outline of a joint federal/state study of the check pick up program* and

a brief summary of tentative findings. (The final report is not yet available.)
-A report on the work relief program
-A detailed summary of the two demonstrkVfi-projeets and the current status

of their implementation.
-A compilation of the various monthly reports which we have issued on the

welfare reform program, including detailed reports from both the Social
Service Department and the Employment Service:

1. 6 month statistical summary.
2. Governor's press releases.
S. Monthly employment services statistics.
4. Monthly social service statistics.*

NEw YORK STATE DEPARTMENT OF SOqIAL SERVICES-HIGHLIGHTS OF H.R. 1

1. Section 207.-Establishment of tifcentives for States to emphasize compre-
hensive health care under Medicaid

Decrease in the Federal medical assistance percentage by 33 percent for
inpatient services furnished in a hospital for mental diseases after 90 days
after June 30, 1971 and for up to an additional 30 days if the State agency
demonstrates that such additional days would provide an* opportunity for con-
tinued therapeutic improvement. No Federal payments after the individual has
been furnished such services for a total of 365 days during his lifetime.

Impact: For Federal fiscal year 1972-73, the estimated loss in Federal funds
to New York State is $72.6 million.

Recommendation: Federal reimbursement for such care after 865 days, even
with a further reduction in the medical assistance percentage.
2. Section 51.-Authorization and allotment of appropriations for services

Provides for a ceiling on amount to be appropriated for services, this af-
fecting a major change from the current policy of open-end sharing of service
costs.

Impact: Based on an $860 million nationwide appropriation for services for
Federal fiscal year 1972-73 which would be allocated on the basis of projects
1971-72 service expenditures, New York State would lose an estimated $35.6
million in Federal reimbursement.

Recommendation: An Increased appropriation for services reimbursement
which would provide for a larger allocation or continuation of the current open-
end sharing.

* This was made a part of the official files of the committee.
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8. Section 513.-Adoption and foster care services under child welfare services
program

Provides for Federal participation in the maintenance costs of children in
foster care, within the limits of the appropriation. ($150 million for fiscal
year ending June 30, 1972; $165 million for year ending June 30, 1973.)

Impact: For Federal fiscal year 1972-73, projected New York State expendi-
tures for foster care are $207 million, of which $4 million will be receivedl in
Federal reimbursement under current provisions. From the $165 million federal
appropriation, the estimated share for New York State is $13.2 million-a ,$9.2
million increase.

Recommendation: An increased appropriation for foster care reimbursement.

4. Section 2016 and 2156.-Optional State supplementation
Provides for optional State supplementation to the benefits payable' under

Title XX (AABD-Section 2016) and Title XXI (PAP-Section 2156).
Impact: Except for the "hold harmless" provisions of Section 503, there is

no Federal participation in optional supplementary payments. For 1972-73, it
is estimated that the State will fiscally benefit from HR-1. Since the "hold
harmless" provisions are applicable to the payment level of January '1971, in
subsequent years, if payment levels are increased, the State-local expenditures
for supplementary payments will increase.

Recommendation: To include a provision In Section 6Wa to provide antdjust-
ment in-the "hold harmless" for increased payment levels or provide in Sttns
2016 and 2156 for Federal participation in the optional supplementary payments.

5. Section 2152(d).-Payment of benefits, period for determination of benefits.
Provides that in determining benefits income received in each quarter will be

adjusted by any income received in any of the three preceding quarters.
Impact: As a consequence of this procedure it would be possible that families

who li..ae no current income wrn',d he inei!ble fnr payment l)ecAiie of income
received in the prior quarters. While the principle contained within the bill for
computing benefits on the basis of past income appears to be equitable, it will
result in disqualifying families who havc. no current income. Moreover, asthe bill
now stands, emergency payments made from public assistance funds other than
allowances authorized under a state sulplementation plan % would not b disre-
garded in computing benefits, hence the family would be further penalized because
the emergency grant would be deducted from the current benefit payments. -

Recommendation: At least for new applicants, that they not be penalized for
failure to Fet saide pact earnings and that they be made eligible on the bais of
current and prospective income.

NEW YORK STATE DEPARTMENT OF SOCIAL SERVICES-COMMENTS ON, HR1. 1

H.R. 1 MEDICARE, MEDICAID, AND MATERNAL AND CHILD HEALTH PROVISIONS

Section 201 (a).-Health Insurance for the Aged and Disabled
We have a sizeable caseload where we supplement OASDI benefits, and provide

Medical Assistance. As a result, it would be in our interest for the OASDI bene-
ficiary to qualify for health insurance under Title XVIII earlier that th6 24
consecutive months proposed.

Section 204.-(Deduotibles) and Section 205 (Oo-insuranoe)--Title Xy1,1 1-t , - .
The continuation of the deductible and the limit on the number of days of care

before co-Insurance applies will place a financial burden on the State underTitle
XIX for Medicare-Medicaid eligibles.

Section 207.-Incentives for States to emphasize Oomprehensive Health ,Care
Under Medicaid

1. Health Maintenanoe Organizations, et .
The recently enacted State Law related to non-profit medical eorpratton,

health service corporations and prepaid comprehensive health care plan Imposes
so many requirements for establishment (albeit desirable) that it Is unlikely
the State can expect many to become operational In the first few years, so the
25% additional reimbursement will likely have little immediate fiscal effect for
New York State.
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2. Limitation on Hospital Oars
Limitation on hospital care to 60 days during a fiscal year, with decreased

Federal financial participation thereafter, will have fiscal impact on New York
State.

" 3. Limitation on Nursing Home Oare

Limitation to 60 days, with decreased Federal financial participation thereafter,
will have a serious fiscal impact on New York State as the majority of nursing
home patients are long-term care cases. This is especially true of those in the
skilled nursing home sections of the State Schools for the Mentally Retarde&

if this provision is enacted in the final bill, the Departments of Social Services,
Health and Mental Hygiene must arrange procedures which assure that the uti-
lization review requirements for the extension of care are such as to assure no
loss of Federal reimbursement where additional nursing home care is clearly a
medical necessity.

4. Limitation on Stay in Mental Hospital

Limitation to a stay of 90 days, with a reduction in Federal reimbursement
thereafter, will mean a serious fiscal disadvantage to New York State, particularly
when patients have been in Mental Hygiene facilities for a period of years and
for whom no other suitable arrangements can be made..If this limitation is contained In the bill as finally enacted, the Departments of
Soc!l Services and Mental Hygiene must arrange procedures whereby Mental
Hygiene certifies the need for 80 days' additional care for all patients who can
benefit from continued therapeutic care.

section 208.-Coet-sharing Under Medicaid
Money Payment Recipients

Sit Would appear that any deduction or cost-sharing by money payment recipients
(pr persons eligible for such payments) for optional medical services is without
ay logical basis. Assistance payments and/or standards are exclusive of medical
costs, and to permit use of any portion of such grant for medical costs reduces
the funds available for basic needs. This provision is not mandatory upon the
states.
Secotimi'9,4.-Limits on Prevailing Oharge Levels

Although the determination by a state that its charges do not exceed the 75th
percentile is a complex determination to make, such limits should be cost
controlling.

Section fl5.-Llmits on Payment for Skilled Nursing Home and Intermediate
Care Facility Services

Inasmuch as increases in wages account for a high percentage of the increase
in costs for these facilities, and there is, provision to increase the Federal percent-
age to include additional costs due to increases in Federal minimum wage levels,
tlW limitations may have great appeal to many states.

However, in New York State where personnel of such facilities, especially in
nursing homes, are highly unionized (demanding wages far In excess of mini.
mums),, it seems probable that application of the formula In New York State
could result In either putting many needed facilities out of business, or assuming
payments beyond those derived from applying the formula at State and local

Section 7O.-llmination of Requirement for States to Move to Oompreheeistve
SMedfoaid Program

This is a highly regressive provision. Assuming, however, it is essential, the
validity of the basic services, as now defined, to meet essential medical needs
should be- reconsidered. The most obvious service not now included In the basic
service on-an outpatient basis is pharmaceutical service. Payment for physicians'
serrtUe. ivithout concomitant payment for the medications they prescribe, is
lOt only flten.wl' and pollnd-foollah, bit is very poor medical care.
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Section *81.-Reductions in Care and Services Under Medicaid
This relates to the Anderson Amendment (Section 1902(d) of the Social Secu-

rity Act). It appears that the amendment stands much as it was previously. (See
comment regarding Section 280 above.)
Section 239.-Use of State Health Agencie8 to Perform Certain Function8 Under

Medicaid
This section provides for the state health agency, or other appropriate state

medical agency which licenses health institutions, to perform that function for
Medicaid. This is current practice in New York State, and we would support this
part of the requirement.

It is also proposed that the health agency establish a plan for review by
appropriate professional health personnel of the appropriateness and quality of
care and services provided to recipients. This is also the present arrangement in
New York State, but the divided responsibility for Medical Assistance between
Health and Social Services has created many difficulties particularly related to
the provision of data needed for review.
Sections 251, 252, 25.-Miscellaneous Provisions

Applicable to Title XVIII only. Could possibly result in some limited decrease
for such services under Title XIX for the Medicare-Medicaid eligible.

Section 255.-Coverage Prior to Application for Medical Assistance
This section adds as mandatory, rather than optional, payment for outpatient

medical services provided in or after the third month before application.
Previously only inpatient services were. so covered. Inasmuch as inpatient

services are the most expensive, one can assume that payment for outpatient
services will not add considerable cost to the program.
Section 505.-Determinations of Medicaid Eligibility

Would support this optional provision which permits thl Secretary of DHEW
to enter into an agreement with any state which wishes to do so, whereby
DHEW to enter into an agreement with any state which wishes to do so,
whereby DHEW would determine eligibility for Medical Assistance

General Comment

It is impossible not to be aware that many of the changes in Title XVIII
represent a lessening of Federal financial participation in the program, and a
shifting of additional expenses to individuals; or, in the case of Medicare-Medi-
caid eligibles, the shifting of expenses to Title XIX-with increased cost to the
State and local districts.

H.R. 1 TITLE XX-ASSISTANCE FOR THE AGEDt BLIND AND DISABLED

Section 2011.-Eligibility for and Amount of Benefits
Subparagraph (e) (i) (A) provides that no person will be eligible for any

month throughout which he is an inmate in a public institution other than
certain medical and health related facilities.

It is recommended the language be changed to exclude only penal and cor-
rectional institutions Thereby providing individuals in public homes, state men-

"tal hygiene facilities, etc., with benefits.
Subparagraph (e) (3) (C) defines drug abuse and alcohol abuse by reference

to other Federal statutes. A suggested definition for inclusion might be: "utiliza-
tion of drugs or alcohol has impaired the functioning of the individual by reason
of health, social relationships, and earning ability."

Subparagraph (e) (1) (B) defines eligible institutions but omits reference to
rehabilitation facilities. Such facilities should be included.
Section 012,-Inoome

Subdivision (b)-BExclusions from Income. The subdivision generally spells
out various income exclusions. The blind-4$/mo. + % the balance as well as
expenses attributable to earning such income. The disabled receive the same
exemptions as the blind except there is no exclusion of expenses attributable to
earning such income. The aged receive $60/mo. + % the remainder.

The Social Security Act currently has optional variable income exclusions, some
of which NewYork State has adopted, which were based on historical develop-
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ment of specialized treatment. In order to provide equal treatment to all, a
uniform income exclusion is recommended.

Section 2014.-Meaning of Terms
This section is generally acceptable except there is no provision here or in

any other part of the bill to provide assistance to an "essential person." It is
recommended such a provision be included at least in the instance of a spouse.

Under current provisions, the needs of a PA eligible person, whether relative
or non-relatiVe of the recipient, whose continued presence in the home of the re-
cipient is essential to the well-being of the recipient, may be included in the grant
and subject to Federal participation. (E.g., the 58-year-old wife of an AD recipient
would otherwise be an HR recipient.)

Section 2016.-Optional State Supplementation
Subdivision (b) provides -that a state which chooses to supplement Title XX

benefits must provide for all income exclusions and earnings incentives as spec.
ified in the law. Otherwise, any such supplemental payment would be considered
unearned income and would reduce the Title XX payment by the total amount
of the state's payment.

We feel that there should be a ceiling on the income used to compute the ex-
emption.

Subparagraph (C) (1) permits a state making a supplementary payment to dis-
regard up to the first $7.50 of any income in addition to other exclusions. It is
recommended that such an exclusion be made a part of section 2012, whereby it
would become a mandated exemption.

Subparagraph (e) (4) permits the advancing of up to $100 cash where eligi-
bility is presumptive and providing for payment of benefits to a disabled person
for up to 3 months prior to determination of disability when the person is
otherwise eligible.

It is recommended that, rather than providing only a $100 advance, all pre-
sumptively eligible individuals be provided benefits for up to 3 months.

Section 2016.-Optional State Supplementation
Except for the "hold harmless" provisions of Section 503, there is no Federal

participation in optional supplementary payments. Since New York State has
public assistance standards substantially higher than the benefit level of Title
XX, the State would receive fiscal relief from Federal sharing in the supple-
mentation.

H.R. 1 TITLE XXI-OPPORTUNITIES FOR FAMILIES PROGRAM AND FAMILY

ASSISTANCE PLAN

Sections 2111 and 211.-Sultability of Employment
There is some question as to whether the statutes permit an individual to

appeal the determination of the Secretary of Labor as to an individual's appro-
priateness for employment or the suitability of employment in which he is re-
quired to engage.

It is recommended that there be appropriate appeals machinery.

Section 2112
This section makes provision for the Secretary of Labor to arrange for child

care services and for various supportive services for persons registered in the
"Opportunities for Families Program." It authorizes the Secretary to deal di-
rectly with public or private facilities for care or services, thus disregarding the
Current structure of organization, regulation, supervision by state government.
It is recommended, therefore, that the section be amended to indicate that pri-
ority should be given to state welfare agencies in contracting for care or serv-
ices. This could be done by adding such language as, "whenever practicable,
state welfare agencies shall be used to provide child care services and other
supportive services on a priority basis."
Section 2114--Operation of Manpower SerAoes, Training, and Employment

Programs
Subdivision (a) provides that first priority be given to mothers and pregnant

womnen who are under 19 years of age in the development of employability plans.
The priority consideration of pregnant women is highly questionable. It is recom-
mended that priority consideration be given first to all persons under 22 years
of age and that second priority be given to males under 45 years of age. These
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priorities are based on the importance of providing effective manpower, series
for youth and for those adults who have the greatest potential for successti¢lly
moving into the private economy.

Subdivision- (o) (6) provides that the Secretary of Labor shall make, ,pay-
ments for no more than three years on a declining percentage basis or. an
employee in a public service program. We recommend that the payments bw made
on a modified basis and phased out over a four-year period, as follows: f$rt
year, 90%; second year, 85%; third year, 80%; fourth year, 75%. It:is reCom-
mended that the statute be revised to require appropriate grants in ca8 .a9r dw
by stAte and local governments, and specify that such arrangements, shall be
pursuant to an agreement reached between the state-and the Secretary ot ,LXA1r.
From the standpohit of New York State, there will be a need to makOa,,poWy
determf nation as to the source of funding for meeting the non-Federal share.

Seotior, 2115.-Allkoanoes for Individuals Participating in Training. - '  .

Suidivi0n, (o) excludes from the training incentive allowance of $80 per
month an individual participating in manpower training which has the purpose
of obtaining for him an undergraduate or a college degree at a college qp u4tver-
sity. It is recommended that this provision be revised to grant the Ipgenttve to
only those individuals attending a two-year college program with a yocq#onbl
objective. Such two-year college program participation is common tii derlhe
Work Incentive Program and should be carried over to Title XXI.

Section 2183
This section is similar to 2112, and gives authority to the Secretary 'flealth,

Education and Welfare to provide child care services. The section should, be
amended in the same way as Is suggested for Section 2112 to Indicate t! atpri-
ority should be given to use of state welfare agencies. A detailed analysis is being
made of other child care bills that will be available shortly.

Section 2134 (a)
This section directs the Secretary of Health, Education and Welfare, with t~e

concurrence of the Secretary of Labor, to set standards for the quality ofc diid
care services. As such standards would be applied nationwide they Woutldioer-
ride those of individual states. Since a nationwide standard might, in SOme par-
ticulars, be set at a lower level than those already established by New, York
State, it is recommended that in order to preserve those higher standard which
New York or other states may have attained, that language such as the followng
be Inserted: "to set rtinimui standards for child care-provide4 however thp$ #e
Secretary of Health, Education and Welfare may approve state or real stanilardS
which eceed the Federal minimums..

Section 2152.-Definition of Eligible Family
Subdivision (a) does not provide benefits for a pregnant woman withbut,'other

children.
The subcommittee recommended that benefits be available for su&! pe'r'kn

from the point of verified pregnancy.
Subdivision (b) provides that there be no additional benefits paid for ftafly

members In excess of eight persons. It is recommended that benefits be p14, or
each family member no matter how large the size of the family and that s ¢h
benefits be In a specified amount as to the size of the family.

Subdivision (b) also provides that benefits not be paid when less t44iin
per month is required. This should be reduced to $5 per month, at leaqttji;%the
single-person case where such an amount is significant.

Subdivision (d) provides that income received in the first quarter will bead-
justed bX.any Income received In any of the preceding three quarters. ASt e1ti-
sequence of this procedure it would be possible that families who have no cirrenit
income would be ineligible for payment because of -income received In the' 1pridr
quarters. While the principle contained within the bill for computing bet1fits
oi the basis of past income appears to be equitable, it will result In diseuafly.
ing families who have no current Income. Moreover, as the bill now standsa, emer,
gency payments made from public assistance funds other than allowaincef au-
thorized under a state supplementation plan would not be disregarded in corn-
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putting benefits,- hence the family would be further penalized because the emer-
gency grant would be deducted from the current benefit payments.

It is recommended at least for new applicants, that they not be penalized for
failure to set aside past earnings and that they be made eligible on the basis of
current and prospective income.

SUbdivision (o) (2) (A) establishes a requirement that individuals incapaci-
tated as a result of drug abuse or alcoholic abuse undergo treatment at an insti-
tuteior facility as approved by the Secretary. Since the reference defining alco-
holic-abose and drug abuse are very vague, it is recommended that the law be
revised* to include an approximate definition. In addition, it is recommended
that the requirement for treatment be revised to delete the reference to "insti-
tute or facility" so that any treatment approved by the Secretary be considered
acceptable. New York's methadone program and other outpatient type services
could then be included.
Section 2154-Resources

It Is recommended that in determining the resources of a family there shall
be excluded an amount of $500 set aside as a burial reserve, up to $1,500 per
'famniY, prOvided the family members do not have a life insurance policy of $500

S'rI6nmre face value. Under our current programs, such a cash burial reserve
ii excluded if there is no life insurance.

It is also recommended that the earnings of children would have been ex-
cluded from income determination and shall be excluded as a resource when
set aside for future educational purposes.
Section 2156.--Optional State Supplementation

Title XXI Family Assistance Plan. See Section 2016.
Section 2171 (a) (4) .- Payment of Benefits

This provides that the Secretary may make a cash advance not in excess of
$100 to eligible persons who are faced with financial emergency. Since this is a
very limited amount, it is recommended that the statute be revised to permit
benefit payments for a period up to two months for families presumptively eligi-
ble for such benefits.
Section 2171.-Payments and Procedures (Determination of Eligibility)

While this section does authorize the Secretary of HEW to prescribe the re-
quirements for filing of applications and the furnishing of other data and ma-
terial As may be necessary in determining eligibility for and the amount of
benefits, the bill does not give explicit authority to utilize a declaration process
and a simplified determination of eligibility. In general, the subcommittee would
favor that the requirements proposed for Title XX be extended to Title XXI
which appear to be liberal in this respect. However, -the committee would not be
adverse to requiring applicants (and reapplicants) to-submit documentation of
current income as a condition of eligibility.

Section 2177
This section requires the Secretary of Health, Education and Welfare to

report Incidents of improper care or custody of children to state or local child
welfare agencies and to the head of the appropriate Federal agency. Since the
Secretary of Labor as well as the Secretary of Health, Education and Welfare
will, in the execution of HR-1 become cognizant of situations of individual
children, Section 2177 should be broadened to include reporting to the Secre-
tary of Labor as well as the Secretary of Health, Education and Welfare.

Authorization of $700,000,000 for child care for the Opportunities for Fami-
lies Program and Family Assistance Plan will be significant for state and local
welfare agencies insofar as they are used by the Secretaries of Labor and Health,
Education, and Welfare for the provision of these services. Should public welfare
agencies fail to engage in the provision of child care services for these purposes,
the ftundsprovided will doubtless be earned by proprietary and voluntary facili-ues
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H.R. I TITLE V-MISCELLANEOUS

Section 503-Limitation on Local Liability of State for Optional State Supple-
mentation

Not provided for In the HR-1 supplementation provision is a Federal matching
reimbursement formula to the states. We are concerned with the "hold harm-
less" since it evidently does not tie itself into rises in grants. We believe our
state (and other states) would be in a much better position fiscally if there
were a reimbursement formula to the states which reflected increased payment
levelsas well as caseload increases.
Section 511 (b)

This section defines services to the aged, blind or disabled. It is recommended
that family planning services be added to those services enumerated in the defi-
nition.
Section 511.-Definition of Service8

The bill provides for certain specific services thereby limiting those services
heretofore listed under the federal provisions. Because these limitations would
constrict the ability of public agencies to make a comprehensive approach to the
many service needs of families and individuals, such agencies would thereby
be handicapped in performing their responsibility to assist poor people to become
self-supportng and self-maintaining.
Section 512

This section provides for a ceiling on amounts to be appropriated for services,
thus effecting a major change from the current policy of open-end sharing of
service costs. If open-ended sharing is to terminate, it is recommended that the
statute provide for appropriations which will allow for .anticipated growth in
costs to reflect planned expansion and caseload growth rather than be related
percentage-wise to current spending for services. Excluded from the ceiling are
day care and family planning services. Consideration should be given to the ex-
clusion of other services.
Section 518

The new Section 427(a) in the definition of adoption services limits payments
to cases in which the adoptive child is physically or- mentally handicapped. It
is suggested that this provision be expanded as follows: "Payments to a person
or persons adopting a child who is physically or mentally handicapped, or too
hard to place children, as defined by the Secretary."

Provision is also made for Federal participation in the maintenance costs of
children in foster care, within the limits of the appropriation. A distribution for-
mula based on foster care expenditures should be considered, in lieu of the for-
mula in the bill which is based on the number of children under age 21.
Section 523.--Optional Modification In Disregarding of Income Under State Plans

for Aid to Families with Dependent Children
This section permits a state to modify a state plan to provide, among other

things, for exemption of the -first $60 of total earned income plus % of the re-
mainder, plus any expenses incurred by the members of the family for child care.

A COMPARISON OF PUBLIC ASSISTANCE PROJECTIONS BEFORE AND AFTER IMPLEMEN-
TATION OF WELFARE REFORM, NEW YORK STATE FISCAL YEARS 1971-42 AND 1972-78

The tio public assistance programs in which the welfare reform program has
had the most significant impact are the Aid to Dependent Children program
and the Home Relief program. In these programs, which contain virtually all
of the employable public assistance recipients, work requirements for employable
recipients were made more stringent.

The State Department of Social Services estimates of caseload and expendi-
tures underwent substantial downward revisions between December 1970 and
November 1971. The revised 1971-72 budget shows a 96,893 drop in the monthly
average number of recipients and a $172 million decline in estimated gross ex-
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penditures for these recipients; the fiscal year 1972-73 budget projection also
shows a decrease in the monthly average number of recipients (209,000) and a
$311 million drop in gross expenditures.

Monthly Expenditures (thousands)
average

number of State
recipients Gross share

1971-72 projections prepared December 1970) .......................
1971-72 projections (prepared November 1971) .......................

Change ....................................................

1 612,375 $1,503,9181,515,982 1,332,273

-96,393 -171,645

1972-73 projections (prepared December 1970)- ---------- - 1, 786, 250 1,719,600 504,202
1972-73 projections (prepared November 1971)- 1, 577, 250 1,408,829 415,474

Change ---------------------------------------------------- -209,000 -310,771 -87,728

The success of the wore stringent work and reporting requirements for unem-
ployed "employable" recipients has been presented elsewhere in this report. It
is difficult to speculate on the extent of the deterrent effect on applications for as-
sistance [the decision of potentially employable unemployed persons to continue
seeking emp'oymeni or accept less suitali e emp oyment rather than become public
assistance recipients]. Cases containing unemployed persons who are available
for employment, however, constitute perhaps 15 percent of all cases in these two
categories of public assistance.

NUMBER OF YEARS BETWEEN MIGRATION INTO NEW YORK STATE AND IST RECEIPT OF ADC, ADC MOTHERS,
NOVEMBER 1971 1

ADC cases

Years between in-migration and case opening Percent Number

Total ADC cases ------------_------.-------------------------------------- 1 00.0 345, 620

Less: Mother born and always lived in New York State --------------------- 31.7 109,562

Equals: Total migrant ADC mothers -------------------------------------- 68.3 236,058

Under 1 year ----------------------------------------------------------- 13.0 44,931
1 year but less than 2 years --------------------------------------------- 5.4 18,664
2 years but less than 3 years -------------------------------------- - 3.6 12,442
3 to 5 years ------------------------------------------------------------- 5.7 19,700
More than 5 years but less than 10 years ---------------------------------- 8.8 30,414
More than 10 years ----------------------------------------------------- 10.2 35,253
Unknown -------------------------------------------------------- 21.6 74,654

Based on the January 1971 AFDC characteristics study; sample of 1,663 cases (0.5 percent sample).

Source: Bureau of Research and Evaluation.

BIRTHPLACE OF ADC MOTHERS, NOVEMBER 1971 1

Percent of Number of
cases cases

Total -------------------------------------------------------------------- 100.0 345,620

New York State ---------------------------------.--------------------.------- 34.4 118, 894
Southern United States ......................................................... 28.3 97,810
Other States ----------------------------------------------------- 3.1 10,714
Puerto Rico --------------------------------------------------------------------- 25.4 87,787
Other Latin American --- ---------------------------------------------- 3.9 13,479
Other foreign born -------------------------------------------------------------- 2.2 7.604
Unknocn ----------------------------------------------------------------------- 2.7 . 9.332

I Percentage distribution based on 1971 AFDC charteristics study; sample of 1,663 cases (0.5 percent sample).

$440,782
397,405

-43,377
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DISPOSITION OF PERSONS REQUIRED TO REPORT TO
THE NEW YORK STATE EMPLOYMENT SERVICE

September 1971

OF EACH 100 GRANTEES IN THE STUDY SAMPLE...

- 72 COMPLIED WITH THE REQUIREMENTS

- 28 WERE INITIALLY REPORTED AS FAILING TO COMPLY

- 12 UPON VERIFICATION WERE NOT ACTUAL FAILURES TO COMPLY BUT
HAD GOOD CAUSE OR RESULTED FROM AUAINISTRATIVi ERRORS

- 16 HAD ACTUALLY FAILED TO COMPLY, OF WHICH

- 14 WERE REMOVED-FROM THE ASSISTANCE ROLLS

- 2 WERE PENDING FINAL DISPOSITION

Actual Failure to 'Comply
16%

Case Pending
\ 276 _

Source: Joint Federal-State Study
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PERSONS PLACED IN JOBS DURING SEPTEMBER 1971
SUBSEQUENT DEPENDENCY STATUS

September 1, 1971 . December 31, 1971

OF EACH 100 EMPLOYABLES PLACED IN JOBS DURING SEPTEMBER 1971...

- 67 HAD ELIMINATED OR DECREASED DEPENDENCY WHICH WAS STILL IN
EFFECT AT THE END OF THE YEAR

- 49 HAD LEFT THE PA ROLLS AND HAD NOT RETURNED

- 18 HAD GRANT REDUCTIONS WHICH WERE STILL IN EFFECT

- 7 HAD LEFT THE PA ROLLS BUT HAD RETURNED

- 7 HAD GRANT REDUCTIONS BUT HAD RETURNED TO PRIOR GRANT LEVELS

- 19 HAD THEIR CASES CONTINUED WITHC.tT GRANT REDUCTIONS DUE TO
*.SUCH FACTORS ASs SHORT TERM EMPLOY:':NT, LOW PAYING EMPLOYMENT,

WINTER' FUEL ALLOWANCE, EXPENSES INCIDENT TO EMPLOYMENT, AND
INCOME INCENTIVE EXEMPTIONS

Sources Joint Federal-State Study
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USDOL-USDHEW-NYSES-NYSDSS-JOINT STUDY OF 131.4 PA REFERRALS TO
EMPLOYMENT SERVICE

" SUMMARY FINDINGS

1. During the period July-October, 1971, a total of 5,966 welfare recipients
were placed in jobs under this program. A higher proportion of PA employables
(13%) were placed than of all Employment Service job ajiplicants (11%).

2. On most characteristics there was little difference between the PA referrals
who got jobs and those who did not get jobs. However, the latter included a
significantly higher proportion of persons with long term unemployment-indi-
cating a lesser degree of labor force attachment than that of the persons who
got jobs.

3. Of the 455 recipients in the study sample placed during September 1971, by
the end of November one-third were still employed, one-third had quit their jobs
and the remainder had been ?aid off. Forty percent of the lay-offs resulted from
lack of work, 26% were because the recipients were not qualified, and 20% were
because of absenteeism or illness.

Generally these results are comparable to statistics on overall placement ex-
perience of the Employment Service for entry level occupations, where turnover
is unusually high. The high rate of unemployment existing since the welfare
reform program went into effect is another factor undermining the ability of
welfare recipients, as well as other persons, to retain Jobs in the present economy.

4. Of the persons in the study who were placed in jobs during September 1971:
Percent

Cases closed and were not receiving assistance on December 31, 1971 ------ 49
Cases closed, but the cases were again opened and receiving assistance

on December 31, 1971 ---------------------------------------- 7
Cases continued without any change in grant amount ------------------- 19
Cases continued with a reduced grant which was still in effect on Decem-
ber 31, 1971 ----------------------------------------------- 18

Cases continued with reduced grant, but it was raised again and in effect
on December 31, 1971 -------------------------------------------- 7

5. Of every 100 grantees referred to the Employment Service, 28 were initially
reported as Failures to Comply. Twelve of the 28 were not actual Failures to
Comply and would not have been in the system under conditions of perfect
instantaneous information flow. Of the 16 actual Failures to Comply, 14 were
removed from the welfare rolls by case closing or removal of the employable
person from the grant.

The following material provides general background information regarding

New York State's "work-for-welfare" program.

I. WORK FOR WELFARE-WHAT IS IT?

Able-bodied welfare recipients for whom day care is available, or not needed,
are expected to "earn" their welfare grant by engaging in productive work;

Work projects are developed in governmental agencies and may include Jobs
such as day care trainees, teachers aides, sanitation helpers and clerks...
any legitimate public service;

Relief recipients are required to work the-number of hours that are necessary
to "earn" their grants at the minimum or prevailing wage;

Recipients are given allowances for transportation, meals, and other work
related expenses; and,

Recipients may not replace current employees.

H. GENERAL BACKGROUND

During the 1971 Legislative Session you proposed, and the Legislature agreed
to, bills which mandate "work-for relief" projects for both Home Relief and
Aid to Dependent Children recipients;

Because of Federal objections, it was not immediately possible to implement
the law for ADC family members who are employable;
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In order to see that "work-for-welfare" was made available to ADO recipients
you developed a demonration project under which this program would be
required in 26% of the welfare districts in New York; and,

Negotiations, which began almost a year ago, have led to Federal approval
so that the project is expected to begin in April.

InL STATUS OF "WORK-FI0R-WELFABE" FOR HOME BELIEF RECIPIENTS

tlhe law mandating these programs became effective July 1, 1971;
On a statewide basis some 5,500 persons had been placed in work programs

as of December, approximately 3,800 of these are in New York City;
An additional 3,000 placements are expected by March 1; and
Eventually, over 20,000 persons are expected to work in these projects.

IV. PROBLEM AREAS

Implementation of the "work for relief" program has led to the discovery of
a number of problem areas, including:

A. Towns, villages and other governmental units require careful prepara-
tion before they are willing to serve as job sponsors;

B. Special arrangements must be made to see that transportation is avail-
able to low income families;

0. Expanded resources are needed for conducting pre-referral screening
and physical examinations;

D. Severe local budget limitations have made it difficult to secure the staff
needed to screen and follow-up on clients who are referred;

E. Sponsors have shown a reluctance to invest in the training and super-
vision of project participants because many couldn't be depended upon to
show up on the job with any regularity or to work consistently;

F. In a large number of cases, the time a person was referred to "work
off" assistance is limited because of the size of the grant received and it is
possible as many as three persons could fill one slot within a week's time;

G. Job development needs to be directed to the particular abilities of the
client and available opportunities have not always matched client abilities;

H. Some of the original work slots were seasonal and assignments have
been limited accordingly; and,

I. Supervisory costs and the costs of transportation, meals and work
related expenses have been higher than anticipated. ($40-$100 per month)

iv. NEXT STEPS
A. Federal ai

It would appear clear that additional steps will be required to implement these
projects on a broader scale.

One such step would be to make available federal aid for the administration
of such programs. (In the long run this would appear to be a cheaper alternative
than a major extension of the Emergency Assistance program.)
f. New job opportunttUee

Project participation and actual Job opportunities may also be enhanced by
allowing the placement of recipients in non-profit agencies such as hospitals and
nursing homes.

MEMORANDUM -.
STATE OF NEW YORK,

DEPARTMENT OF SOCIAL SERVICE,February 15, 197g. -

To: Edward Maher
From: Seymour Katz
Subject: Incentives for Independence and Public Service Work Opportunities

Projects
As per your request, I am attaching status reports for the Incentives for Inde-

pendence and Public Service Work Opportunities Projects.
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I am also attaching pamphlets that have been prepared for the Incentives for
Independence Project, which provide Information concerning what the project
consists of. I am also attaching a draft of a pamphlet for the Public Service Work
Opportunities -Project. I think this provides information on what the project con-
sists of, but It is being revised.

STATUS OF IMPLEMENTATION

1. Incentive for independence
Letter from HEW outlining further areas we need to clarify was received in

the Department on February 14, 1972. With the receipt of this letter, we can
now begin finalizing the contracts with the consulting firms. We are in the process
of working out procedures with the three agencies and with the State Department
of Labor. We still hope to implement the project April 1, but the HEW require-
ment may make this difficult.

A project coordinator has been appointed for New York City and thus we are
fully staffed as far as local district assignments are concerned and staff is now
getting Into the agencies and developing the procedures for program implementa-
tion-of the project.

We are also working with the Labor Department towards developing PSE slots
and Work Motivation for Youth slot& They have not yet received Federal ap-
proval of their budget and until they do, they cannot begin to develop Job slots.
They may also hold up Implementation.

All of our staff are deeply involved in the developmefit of procedures for the
implementation of the project. We think that the question of whether we can.
begin by April 1 depends upon how quickly HEW acts, and approval is received
for Labor's budget and how quickly they can move to carry out their responsibil-
ity under the project. It is not clear whether they can be ready by April 1. It also
depends on how quickly we can process the contracts for the-consultant firms and
how quickly they can complete the surveys. This, of course, needs Federal
approval.

In suanmary, the reaching of our target date is dependent on a variety of fac-
tors. The most important of these is the extremely close relationship of three inde-
pendent agencies. If Labor is not geared up by the target date, we cannot, In
this Department, do this independently and will do the best we can. We are also
dependent upon local agency initiative even though we are working closely with
the three districts.
II. Public service work opportunities project

Letter from HEW received February 14, 1972. Implementation date for this
project is also aimed for April 1, 1972. Participating agencies are developing
plans for their use and we expect them here on February 28, 1972. Area staff
have been loaned to us for the project and are In the field working with the
agencies. One serious problem is that some local districts have Indicated that
they do not wish to participate (Niagara, Chemung, Cattaraugus, Livingston, St.
Lawrence). We are meeting with the Association of Western Counties on FebruJ
ary 17, 1972 and hope to resolve this difficulty. The considerations for this project
concerning HEW and the consultant firms are the same as that for Incentives
for Independence.
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HERE IS IMPORTANT

NEWS FOR YOU ABOUT

INCENTIVES
for,

INDEPENDENCE
Please READ it carefully@

It tells families who -take part In It

-- why it Is being started;

-- what It Is;

---- the way it williwork;

--- what they will have to do;

--- the benefits the families get; and

.--- what happens when they
do not take part.

n2-573 0 - 7 - pt.4 - 37
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Why INCENTIVES for INDEPENDENCE?
Incentives for Independence was developed

to give families on public assistance more help
and a better chance to be on their own by

-helping those who can work-to get a job
that will make it possible for the family to
be on-its own;

-offering the training that will give them a
skill needed to get and keep a job, and

-helping young people stay in school where
they will have a better chance in the future.

What Is INCENTIVES for INDEPENDENCE?

Incentives for Independence
-is a program to better help people help

themselves;
-is a demonstration (test) project;
-- was developed as part of Governor Rocke-

feller's welfare reform program;
-was authorized by the 1971 State Legis-

lature; and
-has been approved by the U.S. Depart-

ment of Health, Education, and Welfare.

It will be tested in three specially picked
areas of the State - In the Bay Ridge Center,
Brooklyn; in Rockland County; and In Franklin
County. The test will last for one year.

The project gives needed assistance. But it
does morel

Incentives for Independence

-helps people find jobs;

-helps students 15 and over find after-
school work;

-- helps families by letting them keep the
after-school earnings without lowering the
family assistance grant; and

-helps families by providing counseling to
parents of children with school attendance
problems.,
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How It Works
Families continue to get the same money
help they need. This money help will still be
provided by twice-a-month grants.

People who can work will report twice a
month to a State Employment Service office
to get a job.

All able-bodied persons over 16,who do
not attend school or do not have children
under 6 at home are considered able and
available for work. No parent will be ex-
pected to work until child care is provided
for all children In the family. This child
care can be, in a day care center or in
an approved home of another adult. Par-
ents are expected to help the social ser-
vices department find day care for their
children but under no circumstances will
a parent be expected to work until ade-
quate care is found.

Jobs will be in
-private industry, where available,
-local and county government, where avail-

able, with the salary paid by regular pay-
roll checks; and

-public service positions to work off the
grant until a regular job in private Industry
or government can be found.

If child care Is available, parents with chil-
dren under 6 can volunteer to take part.

All children 15 and over attending school
who are eligible for work permits will be regis-
tered with the New York State Employment
Service and will be placed in a community ser-
vice or neighborhood youth project, where they
will work an average of three hours a week,
unless

1- They are otherwise employed;
2- They are needed at home to help care for

other members of the family; or
3- They are taking part in remedial or sup-

plementary educational programs.

These young people will be paid $1.60 an
hour, plus money for lunches and transportation.
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since the child will work an Average of three
hours per week.

The counseling services provided to parents
may help keep their children in school.

What happens when recipients
do not participate:

About $33 will be deducted from the semi-
monthly assistance check the family receives
twice a month when an employable family mem-
ber fails to report to the Employment Service
or fails to take a job which is offered.

$6.25 will be deducted from the semi-monthly
assistance check the family receives twice a
month when a child refuses to participate in a
community service or neighborhood youth pro-
gram. If a child is already working, is in a
special after-school class, or has other good
reasons for not participating, the reason should
be explained to the agency worker to avoid a
deduction from the check.

When a parent refuses to accept counseling
services, the welfare check will be given to
some designated interested person for use of
the family or will be paid directly to a provider
of goods or services (such as a landlord or
fuel dealer).

If you are dissatisfied with any decisions
about the amount of money you 'receive, the
services provided, or the payment of your wel-
fare check to another person on your behalf,
you may ask the State Department of Social
Services for a Fair Hearing. If a penalty is to
be applied, you will be notified -and given a
chance to explain. If you wish, you are entitled
to a Fair Hearing and your grant will be con-
tinued until a final decision- has been reached.
To ask for a hearing you should talk or write
to the Project .Director, Incentives for Inde-
pendence, in your local center. The hearing will
be arranged Immediately.

You may call 'the local office ' of the social
services department serving you for any ques-
tions reordlng the project operations.
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Counseling service will be offered to parents
whose children have serious problems with
school attendance.

Benefits
An ADC or Home Relief recipient who gets

a job can keep part of his earnings every month
without having the grant lowered. If welfare Is
still necessary, assistance will be provided In
the amount needed. This is how it works:

The first $60 of monthly earnings is not con-
sidered in figuring out the assistance needed.

One-third of the monthly earnings are also
not counted until the earnings reach $300 (one-
and-a-half times the Federal assistance level
of $200 for a family of four).

' One-quarter of the balance of earnings above
the Federal level are also not counted;

For a family of four with earnings of $400 a
month, It would work out like this:

EXEMPT INCOME -

First earnings of $60.00
%k of $300 (one-and-a-half times
Federal assistance level of $200) $100.00
One-quarter of balance $ 10.00

Total $170.00
This $170 would not be counted against the

family's needs.
The $230 ($400 less $170) would be counted

against the family's needs.
The difference between the $230 and the as-

alatance payment would be the amount of the
welfare check the family received.

People who are currently working will con-
tinue to have the same Income exemption on
the money they are now earning and will also
continue to receive the same welfare check
every two weeks.

The child 15 and over who works In a com-
munity service or neighborhood youth project
will receive $1.60 per hour and the amount the
family receives from welfare will not be re-
duced. This means about $20 extra per month
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STATE OF NEW YORK
NELSON A. ROCKEPELLER, Governor

STATE DEPARTMENT OF SOCIAL SERVICES
GORa K. Wymmq, Commniuoner

Publication No. 1135-113172
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,A Ut- 44tI'A%. 4

n epen] ence
offers public assistance recipients

the encouragement and the means to become self-sufficient by providing
the opportunity to work and the skills and motivation which make work
acceptable and possible.

It is a demonstration project developed as part of Governor Rockefeller's
welfare reform program. It was authorized by the 1971 State Legislature
and has been approved by the United States Department of Health, Education,
and Welfare.

It is anticipated that the demonstration will

1. Increase self-support or self-care by

--discouraging dependency on public assistance,

--shortening the period of dependence on public assistance,

--fostering good work habits and developing skills, and

--increasing, securing, and/or maintaining employment.

21 Improve the attitude of the public toward public assistance and

the people who are in need of it.'
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The demonstration project includes

--a program of public service employment for those able to workwho

are unable to find regular employment,

--a program of public service work opportunity projects for those

able to work and for whom public service employment is not available,

--an experimental system of training incentives and earnings exemptions

designed to foster good work habits and develop skills and the

securing and holding employment in the regular economy, resulting

in self-sufficiency and family stability,

--work motivation for youths in school through participation in

community services projects, and

--provision of counseling services to those recipients whose school-age

children show truant behavior.

Incentives for Independence will be tested in three social services
districts in the statb

Bay Ridge Welfare Center in Brooklyn, for an urban evaluation;

Rockland County, for a suburban assessment; and

Franklin County, for a rural experience.

This pamphlet provides a brief explanation of Incentives for Independence
for interested persons and outlines the basic goals which will be tested.

These goals include

--employment for every employable person,

--after school work and training programs for children 15 and over and

--counseling for parents of children who have problems with school

attendance.

Program Operation

1. The project will test the impact on welfare dependency when work.
or training for employment is available to every employable recipient. All.
employable persons (all able bodied persons 16 and over who are not attending
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school and who do not have children under 6 residing with them) will re-
port twice a month to the New York State Employment Service for Job
placement or counseling.

All able-bodied persons over 16 who do not attend school or
do not have children under 6 at home are considered able and
available for work. No parent will be expected work until
,child care is provided for all children in the family. This
child care can be in a day care center or in an approved -home-
of another adult. Parents are expected to help the social
services department find day care for their children but under
no circumstances will a parent be expected to work until adequate
care is found.

If a Job cannot be located in private industry, then the recipient will
be placed in a government Job under the Emergency Employment Act and
will receive a regular payroll check. If a government job is not
available, the recipient will work for his grant at the prevailing wage or
the minimum wage for a comparable Job until a regular job in private
industry or government can be found. If child care 4s available parents
with children under 6 can volunteer to take a job. No parent will be
expected to work until adequate child care is provided for all children
ih-the family.

2. All children 15 and over attending school who are eligible for
work permits, not otherwise employed in part-time or summer work, and not
required for family care or participa ion in remedial or supplementary
educational programs will be registered with the New York State Employment
Service and will be placed in a community service or neighborhood youth
project. They will participate an average of three hours per week and
receive $1.60 per hour, plus money for-ldnches and transportation. This
money will be considered as exempt and will not be taken into consideration
in determining the grant for the family.

3. Counseling services will be offered to parents whose children
have serious problems with school attendance.

4. The income exemption provided for in the proposed Federal Family
Assistance Program will be used for all families receiving Aid to Families
with Dependent Children and Home Relief. In addition, there will be a
limit to the exemption; $60.00 per month plus 1/3 of the balance up to
150% of the FAP allowance ($200 per month) and 25% thereafter. For example,
• a family of four is not eligible for public assistance or Medicaid after
its earned income reaches $511 per month.

For families already receiving an exemption there will be no reduction.

What Happens When Recipients Do Not Participate

1. Since a method of supplementing the proposed Federal Family
Assistance Program is being tested, $33 (the rate of deduction provided
for in PAP) will be deducted twice a month from the family assistance check
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when an employable family member fails to report to the Employment
Service or fails to take a Job which is offered.

2. An amount of $6.25 will be deducted twice a month from the
family assistance check when a child refuses to participate in a
community service or neighborhood youth program.

3. The family assistance check will be given to some designated
interested person for use of the family or will be paid directly to
providers of goods or services (such as a fuel dealer or landlord) when
a parent refuses to accept counseling services.

Recipients who are dissatisfied with any decisions about the amount
of money received, the services provided or the payment of the welfare
check to another person on their behalf may ask the State Department of
Social Services for a Fair Hearing. If a penalty is to be applied they
will be notified and given a chance to explain. If they wish they are
entitled to a fair hearing and the grant will be continued until a final
decision has been reached. The State Department of Social Services will
conduct the Fair Hearing, providing recipients with a third-party con-
sideration of their objection.

Complete details on Incentives for Independence may be obtained
from the Project Supervisors who have offices in the welfare center and
social services district offices in which the project is being conducted.

STATE OF NEW YORK
N-,aou A. ROcIpILLIR, Gtvw

STATE DEPARTMENT OF SOCIAL SERVICES

For extra copies, write Publications Clerk, State Department of Social Services
1450 Western Ave., Albany, N.Y. 12203. Pub. No. 1137 (1/10/72)
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NEWs ABOUT PUBLIC SERVICE WORK OPPORTUNITIES PROJECT

(Please Read it Carefully)

It tells families who take part in it-
Why it is being started.
What it is.
The way it will work.
What they have to do.
The benefits they get.
What happens when-they do not take part.

The program was developed to give families on public assistance more help
and a better chance to be on their own by-

Helping those who can work get a job.
Offering training that will give them a skill to get and keep a job.
Providing needed day care facilities.

The program is a demonstration (test) project-
Developed as part of Governor Rockefeller's Welfare Reform Program.
Authorized by the 1971 State Legislature.
Approved by the U.S. Department of Health, Education and Welfare.
Being tested in twenty-seven (27) specially picked areas throughout the

State.
It gives assistance-

By increasing self-support.
By helping to increase community participation.
By helping people develop work habits and skills.
By helping people secure and/or maintain employment.

How does It work-
Every member of an ADC family who is found to be available for work

by a social services official in the demonstration districts and centers will
be required to register for manpower services, training and employment.

An individual will be considered available for work unless, such persoh:
1. Is unable to work or be trained because of illness, incapacity or age.
2. Is a mother or other relative caring for a child under age 6.
8. Is a mother or a woman caring for a child, if the father or other

adult male relative J in the home and is registered.
4. Is a child under the age of 16 (or a student up to age 22).
5. Is needed In the home on a continuous basis because of illness or

incapacity of another family member.
No individual will be considered employable unless adequate child care

Is provided.
All employable people will register with the appropriate office of the New

York State Employment Service.
Each person will have a semi-monthly interview with an employment coun-

sellor to develop an employment plan and be directed to:
1. A private Job opportunity.
2. A training program.
3. A public service opportunity.

Mothers or women who care for children have the choice of signing up
and getting counselling or may provide day care for children of another
mother.

What are the benefits--
Work experience.
Work training.
Developing new skills.
Increased family income.
Lead to permanent employment in private economy.
Matching Individual to job on ability to perform.

What happens when recipients do not participate-
When recipients decline to participate in the program, that person is no

longer eligible for public assistance and will be removed from the family
grant.

If you are dissatisfied with the decision or have reason to feel it was
wrong, you may ask the State Department of Social Services for a Fair
Hearing. If a penalty is to be applied, you will be notified and given a chance
to explain. If you wish, tyou are entitled to a Fair Hearing and you grant
will be continued until a final decision has been reached.



22O2

COMPA SON OF THE MONTHLY REPORT OF EMPLOYMENT REFERRALS
JULY-DECEMBER 1971

The attached table represents a summary of the monthly reports of employ-
ment referrals submitted by social services districts for the period July through
December 1971. The data is shown for New York State as a whole, and for
New York City and Upstate New York separately.

The mean average monthly number of individuals required to report to NYSES
is approximately $52,500. Persons who failed to report the NYSES has decreased
to 4,264 In December compared to the high of 8,928 in September. This was
particularly evident in New York City where 4,771 persons failed to report to
NYSES in August compared to 1,207 In December.

The total number of persons referred for Job or training has declined from
a high of 20,122 in August to 12,003 in December. However, the total persons
placed has remained the same due mainly to increased placement activity in
New York City where the number of placements increased from an October low
of 356 to the December high of 1,229. The number of persons in New York City
accepted for training reached a high of 683 in December compared to the low
of 21 in October.

New York City's referrals and placements are still far behind those of Upstate
New York a's evidenced by the following table:

AVERAGE NUMBER OF PERSONS REFERRED AND PLACED BY NYSES, JULY TO DECEMBER 1971

Total State New York City Upstate

Referrals Placements Referrals Placements Referrals Placements

Total ............ 15.834 3,404 3,102 836 12,732 2,568

Job ..... 14,751 2,572 2,925 585 11 2 1,987
Training ............... 1,082 832 177 251 906 581

Although New York City requires an average of over 25,000 persons (approxi-
mately one-half of state total) to report to NYSES monthly, approximately 12
per cent of these persons are referred for jobs or training and less than 4 per
cent are accepted.

Upstate, out of an average of over 26,000 persons required to report monthly.
to NYSES, almost one-half were referred for jobs or training and approximately
1 out of 10 persons were placed.

The monthly average number of cases closed and employables removed from
grant was approximately 4,200. New York City accounted for slightly over one-
fourth of this total (1,101).

The average monthly number of persons for whom assistance was continued
was 5,105. Approximately one-third of these persons (1,690) were from New
York City.

For the months of November and December two reports were required for each
agency--one report for Home Relief and one report for the Aid to Dependent
Children program. The results of this reporting are Indicated by the following
tables:

TOTAL PERSONS REQUIRED TO REPORT TO NYSES, NOVEMBER AND DECEMBER

Percent of Percent of Percent of Percent of
HR total ADC totlw

Total HR State total referrals ADC State total referrals

Total State ....... 103,520 67,548 100.0 65.3 35,972 100.0 34.7

Now York City ......... 53, 945 41,031 60.7 76.1 12,914 35.91-, 23.9
Upstate ............... 49,575 26,517 39.3 53.5 23,058 64.1 46.5

November: .
Total State .......

Now York City .....
Upstate ...........

December:
Total State .......

Now York City .....
Upstate ...........

50,532 31,926 100.0 63.2 18,606 100.0 36.8

26,529 20,105 63.0 75.8 6,424 34.5 24.2
24,003 11,821 37.0 49.2 12,182 65.5 50.8

52,988 35,622 100.0 67.2 17,366 100.0 32.8

29 .7 7 6,490 37.4 23.7
25:57 14,696 41.3 . 10:, 62.6 42.5
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New York Olty accounts for over 70 percent of the ADO and over 60 percent of
the HR persons on assistance rolls. The number of HR persons required to re-
port to NYSE$ by New York City is slightly over 60 percent of the state total.
Even though 70 percent of the persons on ADO In the state are from New York
City only 88 percent of the ADO persons required to report are New York City
residents.

COMPARISON OF THE MONTHLY REPORT OF EMPLOYMENT REFERRALS, JULY TO DECEMBER 1971

Ausus
Jrevisa

July tem. Septom.ber

Cum~vae
totsI

Octo. Novem. Dcom0 to D.u
bor br bo comber

Monthly
$viral$

NEW YORK STATE
Total p Irsona reqied to

reporttolNYlS' ..........
Totsl person who failed to

to YS i .........
Totarperson r red for

Io or training...........
A. Job..........

Total perccpod..or tang
Cao -md.........
Employ I removed from

(l ont...

48, 609 55, 480 56,596 18 , 416 50,532 52,98 814,628

6,106 9,326
62,437

8,921 5,750 6,749 4,264 43,035 7,178

:1 3, I : Ii I
30 ,I' 4,2 2:t G i [ 3 ,30i 214] 4 11o3

NEW YORK CITY

Total persons required to
report to NYS ........ 20,461 29,380 27, 062 24, 777 26,529 27,416 165,634 25, 939

Total Isons who failed to
TrErtsto NNe r -fir b 3,529 4,771 3, 468 1,067 2,724 1,207 16,786 2,798US personse referedfr job
or trelning ............ 3,41 5,20195 ,93 a.ll 3,10A. Lob ................. 1 4,'4 ,:3 1,:1 t11 : 1 up

8. Tralnin ............ 2' 19 I
Total persons pieced ........ l , 00 , 1,

A. Job- . . 4B. Accepted for training . 165 64
Cases closed ............... 1,4 0 33 15 74 7
Employable removed from

AAR. ifiW:UPT 2,167 '111 '761 1,321 3s 1 .91 Io'% 1

UPSTATE
Total persons regulred to

report to NY$ ......
Total poros who failed to

report to NYSE.
Total ein referred for job

of tfeinlns ............
A. Job .................B. Treinlnsl.......

Total persons placed.
A. Job .................
B. Opted for trainIng.

Cases closed ........
,Aplolable removed from.

grant ............
Assistance continued.

28,146 26,091 28,536 26,639 24,003 25, 572 158, 90 *26,496

4,579 4,465 5,440 4,683 4,025 3,057 26,249 4,375

i1 1 1 7 11:27 1: 1 i,, 2,

2,36 2,60 2, 1. 2,.4. 1,78 1, W 'U 2

'Incomplete.

Item
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PUBLIC AJSISTANCE RECIPIENTS REPORTING TO THE DIVISION OF EMPLOYMENT UNDER SECTION 131.4
OF THE NEW YORK STATE SOCIAL SERVICES LAW-NEW YORK STATE, JULY 1, 1971 TO DEC. 31, 1971

Ratio of Individuals
transac. (December)

Individuals Transactions tons to- -
Indivld. Report- No Ioger

Ite'n Total Percent Total Percent uals Ing roportlIng

Individuals reporting .................. 143,398 100.0 403,210 100.0 2.8 47,378 90,020

Claimed unemployable ........... 27. ,2  o : 23.9 8,1 31,7870
Number of reasons I....... . 4 1 2 ....... .........

Health.............27, 3 2
Advanced:age...... .7 44 , 1
Child care............ 4,73 1 88
Care of fam"ily member 7,16... : I 

Employed to capacity ...... 7. 8 10.,1
In trainingl ...................... 11110 1 +i +=2 i+( + 17 + 6 ' 794 11:,1: 37, 5 m m "5 1 1:54I

Available ........................ 59. 239, 84 5 4 691 091
Avollablo ................ ......... 85,3.9 100.0 239,584 100.0 2.8 31,698 53,691

Refused service.1..4213 f 14. 240. 1.5 3 7' IRef"'"r+..................54. 5 "t"73 4: "." .. i,. 1,3i )+2
Refused referral to eployr ,49 , 7 . : 1eorrod ............ 52,485 11/ 43 8. 13,12 31 143

No job openlngs.............10,083 11,9 91,71 40,4 13:103 3- 20

Referred: ............................ 52,485 100.0 111,731 100.0 2.1 13,242 39,243
F to r or to employer ........ 1068 24. 1,895 14. 2 4 1'
Refused ot ...................... 2,084 1. 2,143 ,
Felled to belIn work ............... 790 1.6 1. ,T 4
Placed ........................... 15,3, 29.2 .. I 2
Not hired .... ..... .......... 18,471 35.92 4:,618 . ; 1,;1
Verificaton pendin.:....... 1,868 3,6 ...................... 1.. ......

I Some public sslistance recipients reported to the dlvi.lon on several occasions durial the period and guv a different
reason on each occasion.

I Adjustment for multiple services given and/or overlapping cateloris.

Governor Rockefeller's office today released the following letter from Social
Services Commissioner George K, Wyman to the Governor relating to operation
of the Governor's 1971 Welfare Reform program:

STATE OF NEw YoRx,
DEPARTMENT OF SOCIAL SERVICES,

HA Albany, N.Y., August 11, 1971.Hon. NELSON A. ROCKEVELLER,

Governor of New York,
Albany, N.Y.

DzAn GoVERNoR ROCKEFELLER: Last week you disclosed that recipients had
failed to claim about 18% of the welfare checks which had been sent to the
Division of Employment, Since then there has been considerable speculation as
to the reason for this fact and as to what steps were being taken to insure con-
formity with the new law which requires that aid be terminated when a recipient
fails to report to the Division of Employment or refuses to accept employment,
Job referrals or training.

As you know, the reporting and check pick-up program became operational
on July 1st and the first statistical reporting cycle ended on August 10th. How-
ever, a preliminary analysis of local reports was completed this morning. While
additional data is still I)eing collected and studied, tis preliminary review shows
that your reform program has had a substantial impact on the employable wel.
fare recipient.

Data for 18 upstate welfare districts and for New York City--districts witb
88% of the ADO and Home'Relief caseload-show:

86,140 recipients were referred to the Division of Employment.
8,614 recipients. 10% of those referred, have been terminated for failure

to report or to accept work, Job referrals or training.
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A more complete picture is available for the 18 upstate districts. The data for
these districts show:

18,740 recipients were referred to the Division of Employment.
8,527 recipients, 19% of those referred, failed to report or to accept work,

job referrals or training.
Ofthose who failed to comply:

1,898, or 54% have had their assistance terminated.
1,005, or 28,4% were improperly classified and are temporarily unemploy-

able largely due to continuing health problems or lack of day care,
808, or 8.6% were ill on the reporting day and are being required to report

again to the Division of Employment.
821, or 9% are still being reviewed by local welfare districts.

Similar data will be available on a statewide basis within several days,
In order to fully explore the possibility of fraud on the part of recipients in

those cases where aid has been terminated, I am reminding local social services
commissioners that they are required to refer such cases to their local district
attorneys for appropriate investigation unless the record shows clearly that the
client was indeed eligible until the time of termination, We will watch the re-
sults of these investigations closely to determine whether any pattern of fraud
exists.

There is no doubt in my mind but that this preliminary data indicates that
our reform program was both necessary and that it will be effective. It appears
clear that the program will demonstrate both to the public and the welfare client
that welfare is not an alternative to work and that all recipients who are able
will be expected to actively seek and accept employment or training designed to
eliminate or reduce dependency. We will continue to review the results of this
program closely to see how the program can be strengthened and how the initial
administrative problems can be resolved and as more data becomes available we
will be supplying you with additional reports.

Sincerely,
Gzozem K. WyMAN,

Oommieedofter.

Governor Rockefeller today released the second monthly report from Social
Services Commissioner George K. Wyman on the operation of the Governor's
1971 Wlfare Reform program:

STATE Or Nuw YORK,
DEPARTMENT OF SOOIAL Suavzcs,

Albany, N.Y., September U9, 1971.
Hon. NELSON A. RoOKcvnLLnZ,
Governor of New York,
AlbanU, N.Y.

DEAR GOVERNOR ROCKEFELLER: This is my second monthly report on employment
referrals under your welfare reform program which became effective as of July 1.

While this report identifies a number of administration problem areas which
will require our serious attention, it also indicates that the basic trend estab-
lished in July has continued during the month of August.

Data for August indicate that:
54,725 recipients were referred to the Division of Employment.
18,ozo recipients, 24.8% of those referred, have failed to comply with the

requirement that they report, accept work, job referrals, or training.
1,580 recipients, 56.5%0 of those who failed to comply with reporting re-

oulrements. have had their cases reviewed by local welfare districts and a
final determination of their eligibility has been made. k-

Of those cases which have been disposed of, 4,217, 56%, have been dropped
from the welfare rolls.

2,697, 85.8%, have been reclassified as nonemployable.
616, 8.2%, were found to have been temporarily ill and have been re-

referred to the Division of Employment.
Of the 41,M who did comply, 8,229 have been placed in Jobs.
Of 54,72T2 'kose referred, approximately 7.7% were dropped from the

rolls during the month of August.
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The number of persons placed in jobs is particularly encouraging since it rep-
resents a 60% increase over July.

The vast majority of cases, in which the local district has not made a final
determination, are located in New York City, As soon as these data became avail-
able, Barry Van Lare and Bernard Shapiro, our Deputy Commissioner for New
York City Affairs, met with Jule Sugarman, the New York City Commissioner
of Social Services, to determine what steps could be taken to assure that this
backlog was eliminated and not allowed to develop further in subsequent months.
As the result of this meeting, the City Department has submitted its plan for
speeding up the processing of these cases and has agreed to present a detailed
report on the disposition of those which were pending as of September 1 by Fri.
day, September 24. We are hopeful that these steps will serve to resolve the
problem.

At the same time, we are deeply concerned that every possible step be tdken
to insure that the potential for fraud is controlled while the backlog problem Is
being eliminated. New York City shares that concern, and, in order to limit the
opportunity for abuse, it removed from the regular September 16 distribution
all those checks for cases in which a determination had not been made, This
should insure that checks are not made available to persona who have failed to
comply while allowing the flexibility to meet emergency needs,

We have directed local districts to make certain that they are fully expl'oring
the possibility of fraud on the part of individual recipients whose aid has been
terminated. We will also work closely with your new Welfare Inspector General,
George Berlinger, in an effort to determine whether or not the continuing high
percent of recipients who fail to comply with Section 181.4 can be traced to any
administrative weaknesses on the part of local districts.

We are continuing our own more detailed analysis of these data to determine
what changes should be taken to strengthen the overall administration of this
program and our eligibility determination process. This task will be d high
priority alignment of our newly reorganized Division of Operations.'

Sincerely, GRGE K. WYAn,

Oommietsoner,

MONTHLY REPORT OF EMPLOYMENT REFERRALS, DEPARTMENT OF SOCIAL SERVICES, AUGUST 1971-SUMMARY

July_ Iut,

Total number referred to Division of Employment ................................... 48,609 54, 725
Percent of those referred who felled to com I ............................. 24.5 _14.
Percent of cases which filled to comply whICh here resolved by local district ............. 7.0 56
Perce nt of cases resolved In which recipients were-

D) opped fom ol ..................................................... 56.5
, Reclssified .............up a................................ .. 34.

Temporar Ill . . .........................................
Percen of rfelpIen who complied who were pleced In Jobs ......... " ...........
Percent of totel recIplents referred who were dropped from rolls ..................... 7.9

Governor Rockefeller today released the third monthly report from 'Social
Services Commissioner George K. Wyman on the operation of the GOverlOr's
1971 Welfare Reform program:

SlrATE or Naw YoRK,
D.PATMENT Or SOcUL SEnVICO1,

AlbanV, N.Y., November 8, 1971.
Hon. N so N A. ROOxtFLLE,
Governor of New York,
Albany, N.Y.

Du.a 0ovErfNoR RooKrlmLLics: This Is the third monthly report on employment
and referrals and job placements under your welfare reform program. It- is the
first time a joint report on this program Is being made by the Department of
Labor and the Department of Social Services which share responsibility for
implementation. It results from cooperative efforts by these departments to
develop a reporting system that will provide quickly and accurately the data
needed for evaluation of effectiveness and improvement of administration, -
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Am we continue to receive data on the operation of the program it becomes more

evident that it is well on its way to achieving two of your major objectives:
Helping families and individuals to regain self-suffilciency, and
Removing from the public assistance rolls those unwilling to seek or accept

employment or job training.
'The September experience detailed by this report indicates that progress

toward these ends continues to be made.
In September:

3,828 public assistance recipients found employment. It brings to 8,918 the
number who have taken jobs since the program wont into effect oi July 1.

4,280 were removed from the public assistance rolls for failure to comply
With the work requirements, bringing the three-month total of those for
whom assistance was terminated to 12,100.

A more detailed report on our findings for September indicate that:
55,5098 recipients were 'referred to the Division of Imployment.
14,015 recipients, 27% of those referred, have failed to comply with the

requirement that they report, accept work, Job referrals, or training.
9,798 individuals, 00 of those who failed to comply with reporting re-

quirements, have had their cases reviewed by local welfare districts and a
anul determination of their eligibility has been made.

Of these cases which have been disposed of, 4,269. 44%, have been
dropped from the welfare rolls.

3j,159, 82%, have been reclassified as non-employable.
1,418, 14.5%, were found to have been temporarily ill or with a valid
reason for not reporting and have been re-referred to the Division of
Employment.

* 947t 9.5/, applications denied or withdrawn.
Of the 41,588 who did comply, 8,828 or 7.9% have been placed in jobs.
Of 55,598 of those referred. 4,209, approximately 7.7%, were dropped from

the rolls during the month of September.
During September there was a 8.:% decrease in the number of persons tempo-

rarily ill and unable to report as required. Thils number amounted to 5% during
September compared with 8.2% during August.

Local welfare districts continue to refer sizeable number of individuals to the
Division of Employment who turn out to he nonemployable and we hope this
volume can be reduced in the near future. Meanwhile, continuing efforts are being
made to ree that this group is promptly screened and reclassified.

During September there was an increase in the percentage of noncompliance
cases reviewed by local welfare districts. The 609% reviewed during September
is a "12.5% increase over the 56.5% reviewed during August. This increase has
additional significance in that there were 05 more who failed to comply during
September than there were in the previous month.

Sincerely,
Oxcosoz K, WYMANj

State Commsoier of of Social Services.
Louis L, LxvnS,

State Industrial Oommiloner,

Governor Rockefeller today released the fourth monthly report from Social
Serves Commissioner George K. Wyman and Industrial Commissioner Louis
L, Levine on the operation of the Governor's 1971 Welfare Reform program

STAT2 Or Naw Yozz,
DsPAsTMENT or LABOa,

Albany, N.Y., November 80, 1971.
Hon. NELsoN A. RooXenrLut,
Governor of Neow Work,

.Dafa GovuuNoa ROOKEFLLER: This is the fourth monthly report on employ-
ment .referrals and Job placements under your welfare reform program. It is
the second time a joint report on this program is being made by the Depart-
ment; of iSocial Services and the Department of Labor which share responsi.
bility for implementation. Cooperative efforts by these departments to unify
the reporting system have made substantial progress toward this end. The

12-578 - 7 - Vt. 4- 8
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report on the December activity is expected to reflect the result of this com-
bined effort,

The October statistics show a decline in the number of referrals to the
Division of Employment, reflecting the action taken in the first three months of
the program which resulted in Job placements and removal from the public
assistance rolls and also New York City action on those who claim to be
unemployable.

In October:
2,229 public assistance recipients found employment, It brings to 11,142

the number who have taken jobs since the program went into effect on
July 1.

8,788 were removed from the public assistance rolls for failure to com-
ply with the work requirements, bringing the four-month total of those
for whom assistance was terminated to 11,888.

A more detailed report on our findings for October indicates that:
51,410 recipients were referred to the Division of Employment,
15,077 recipients, 209% of those referred, have failed to comply with the

requirement that they report, accept work, job referrals, or training.
8,066 individuals, 580 of those Who failed to comply with reporting re.

qulrements, have had their cases reviewed by local welfare districts and a
- inal determination of their eligibility has been made.

Of thee cases which have been disposed of, 8,788, 48% have been dropped
from the welfare rolls.

2,971, 84% have been reclassified as non-employable.
1,445, 17% were found to have been temporarily ill or with a valid

reason for not reporting and have been re-referred to the Division of
Employment.

517, 0%, applications denied or withdrawn.
Of the 88,889 who did comply, 2 220 have been placed in jobs,
Of 51,416 of those referred, 8,78A, approximately 7% were dropped from

the rolls during the month of October.
Sincerely,

Louis L. LtviNE,
State Induatrial Oommieeioner.

\ GEORO K. WYMAN,
State Comnimesioner of Sooal Services.

Governor Rockefeller today released the fifth monthly report from Social
Services Commissioner George K. Wyman and Industrial Commissioner Louis
L. Levine on the operation of the Governor's 1971 Welfare Reform program:

STATE OF NEW YORK,
DEPARTMENT OF SOCIAL SERVICES,

Albany, N.Y., December 80, 1971.
Hon. NELSON A. ROCKHFELLER,
Governor of New York, Albany; N.Y.

DEAR GOVEaNOR ROCKEFELLER: This is the fifth monthly report on employment
referrals and job placements under your welfare reform program. It continues
to show noticeable progress in the realization of the welfare reform objectives
of helping recipients to self-sufficiency and restoring public confidence by remov.
Ing from the rolls those who are unwilling to comply with work reporting and
counseling requirements.

November showed a 4.1% increase over October in the number of recipients
placed in Jobs, and a 161% increase in the number who were dropped from the
welfare rolls for failure to comply with the requirement that they report, ac-
cept work, Job referrals, or training.

It is important in analyzing the figures to note that the number of persons
required to report to the State Employment Service in November totaled 0,582,
approximately three percent of the 1.7 million recipients currently on. public
assistance rolls. We are continuing to screen this caseload to determine the
number of additional persons considered employable by legislative definition.

We are pleased to report that the main field phase of a special study of this
program has been completed, a joint undertaking by our departments, the

United States Department of Labor and the United States Department of
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Health, Education, and Welfare, and analysis of the data collected is now
underway, This study will yield information not otherwise available on the
characteristics of employables required to report, particularly as related to Job
placement, failures to comply, and local social services agencies' disposition of
such failures to comply.

In November .-
2,820 public assistance recipients found employment, 4.1% more than

October. It brings to 18,462 the number who have taken jobs since the pro.
gram went into effect on July 1.

4,835 were removed from the public assistance -rolls for failure to com-
ply with the work requirements, 161% more than October. This brings the
five-month total of those for whom assistance was terminated to 20,168,

A more detailed report on our findings for November indicates that:
50,582 recipients were referred to the Division of Employment.
15,528 recipients, 80% of those referred, have failed to comply with the

requirement that they report, accept work, job referrals, or training.
11,268 individuals, 72.60% of those who failed to comply with reporting

requirements, have had their cases reviewed by local welfare districts nnd a
final determination of their eligibility has been made,

Of these cases which have been disposed of, 4,835, 88.5c% have been dropped.
from the welfare rolls.

4,921, 48.5% have been reclassified as non-employable.
1,466, 18% were found to have been temporarily ill or with a valid reason

for not reporting and have been re-referred to the Division of Employment.
556, 5% applications denied or withdrawn,
Of the 85,004 who did comply, 2,820 have been placed in jobs,
Of 50,532 of those referred, 4,885, approximately 0% were dropped from

the rolls during the month of November.
Sincerely,

GEOROE K. WYMAN,
State Commf9itoner of Sooial Services.

Louis L, LEVINE,
State Industrial O 7omseioncr.

Governor Rockefeller today released the sixth monthly report from Social
Services Commissioner George K. Wyman and Industrial Commissioner Louis L.
Levine on the opt ration of the Governor's 1971 Welfare Reform program:

STATE or NEW YoRx,
DEPARTMENT Or SOCIAL SERVICES,

Albany, N.Y., February 1,197,.
Hon. NELSON A. ROCKEFELLER,
Governor of New York,
Albany, N.Y.

DEAR GovnNos ROCREFELLER: This is the sixth monthly report on the progress
of welfare reform programs initiated on July 1, 1971, and the results give us
reason to note that progress continues to be made toward making work a mean-
ingful and hopeful word for recipients of public assistance in the State. -

For 15,755, the first half-year's experience of your welfare reform program,
completed in December, meant jobs.

For 7,554 more, the possibility and probability of jobs was enhanced because
in these six months they were enrolled in training programs which would help
them acquire, skills essential to get and keep jobs.

Of the welfare recipients placed from July 1 through December 81, it must
be noted again that not all were placed in permanent positions. Under even the
most favorable economic conditions a high rate of turnover is common in en-
trance level jobs. There were, indeed, however, welfare recipients placed in long.
term jobs during this period and as a result have been able to return to self-
sufficiency and to remove their families from the welfare rolls. Those with short.
term employment also benefited greatly from the work experience because it
helped to restore personal and public confidence and, equally as important,
convinced more employers of the willingness and availability of welfare recipi-
ents to fill jobs Details on the percentages of those placed in jobs it September
who retained them three months will he available in a special report later
this month as will data on those who have left welfare as a result of these Jobs.
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Your welfare reform program requirement that recipients report every "tWo
weeks to State Employment Service offices for Job and training counselttig, -t.
ferrals and placement while picking up their assistance checks established very
effectively the fact that welfare cannot be considered an alternative, to work.
In December the number of persons dropped from the assistance rolls for failure
to comply was 8,186, In the six month period, the total removed from the rdlls
was 28,854. A consequence of these actions is greater public confidence that only
the truly needy are being helped. I ,

It must be repeated that if the results of these reforms are to be accurately
assessed the figures noted above must be considered in the proper context. The
number required to report in December totaled 52,988--approximately 8 per cent
of the 1.7 million recipients currently on the public assistance rolls, However,
thlb figure does represent the number now being served as employable and con-
sidering the Job placements and the number removed from the rolls against
it is appropriate In determining the effectiveness of the program. We are con-
tinuing to screen the total caseload to determine the number of additional persons
considered employable and able to be referred for employment or training.

A more detailed report on our findings for December indicates that:
0k2,988 recipients were referred to the I)ivimion of Emlployment.
9,407 recipients, 18% of those referred, have failed to comply with the

requirement that they report, accept work, Job referrals, or training. , -
7,689 individuals, 81% of those who failed to comply with reporting re.

quirements, have had their cases reviewed by local welfare district* and a
final determination of their eligibility has been made. I

Of these cases which have been disposed of, 8,188, 41.0% have beep
dropped from the welfare rolls.

2,501, 82.50% have been reclassified as non-employable.
1,868, 17.8% were found to have been temporarily ill or with a v*Lid

reason for not reporting and have been re-referred to the Dvision of
Employment.

684, 8,2% applications denied or withdrawn.
Of the 48,521 who did comply, 2,298 have been placed in Jobs,
Of 02,088 of those referred, 3,180, approximately 0% were dropped, from

the rolls during the month of December. 4 11
Sincerely yours, 

A

Louis ri, L vlNug,
State Industrial Ootnmiseonme t

Ooao K. WYXANo, ,"'
State Oonmiatssoner of Soola Serv(oqos,

The CHAIRMAN. The committee will meet again at 3 o'clock this
afternoon. ! .

(Whereupon, at 1 :15 p.m., the hearing was adjourned, to reconvene
at 3 p.m., this date.)

AFTERNOON SESSION

The CHAIRMAN. The committee will come to order, • It'll
Next we will hear from Mr. Vernon E. Jordan, Jr., execttiYo, 4i.-

rector, National Urban League, We will be pleased to hear fror you,
Mr. Jordan. I assume you will want to summarize your sta, n0,,'

Mr. JORDIAN. Thank you.

STATEIMT OF VERNON E. TORDAN, JR., EXECUTIVE D;R=OO~
NATIONAL URBAN LEAGUE

Mr. JORDAN. Mr. Chairman and members of the committeey .
name is Vernon E. Jordan, Jr., and I am executive direct Q :q y,,4

National Urban League. . .:
I welcome the opportunity to share with you the thinking t

National Urban League on the very vital and crucial issue woln
fare reform. The detailed testimony I have filed with your conipu*,ts
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contains an extensive analysis of the bill you are considering, and in
my remarks this afternoon I will summarize some of our key con-
cerns about H.R, 1 and will discuss the kind of basic reforms we
believe necessary to a system of income maintenance that preserves
individual dignity while at the same time correcting the inequities of
our economy.

There are few issues before the Congress and the public as control.
versial as welfare reform. But 'there is one thing all are agreed upon:
That the present piecemeal welfare system is an object failure, com-
binig a crushing financial burden upon State and local governments
with what the President has rightly called a failure "to meet the ele.
mentary social and financial neQds of the poor."

Although the privisions of"the Famil Assistance Plan sent to
the Congress by the administration in 169 represented some steps
forward, the present legislation is encumbered by regressive provi-
sions that lead the National Urban League to declare Itself in totalopposition to this bill.

H.R, is now more damaging to the interests of poor people than
thb present bankrupt welfare system it -purport# to replace. The press.
e4t bill is a punitive measure because it punishes poor people for the
failures of the economic system. It represents not a war on -poverty,
but a war on the poor. Though I represent an interracial organization
eoncerned primarily with the need and aspirations of black people,
we speak here not only of the needs of back people and other mi-
norities, but also of the needs, of the white poor who constitute the
majority of poor Americans."The failures of this bill are rooted in the philosophy behind it:
That poverty is caused by the moral flaws of the poor themselves.
From this central assumption flow the major elements of the bill:
That benefit levels should be kept at punitively low amounts; that
recipients are not capable of managing their own lives and of'making
rational choices and so must submit to bureaucratic direction of their
actions ;, that poor people do not want to work, and so must be forced
to accept employment regardless of the nature and wages of such em
ployment or of the personal family relationship that would be affected
by employment; and that recipients must waive rights and liberties
enj oyed by others because they are deemed untrustworthy.

Although many of the amendments offered to H.R. 1 seek to raise
benefit levels to more realistic amounts, it is clear that the bulk of them
share the same presumptions found in the present legislation and there-
f6rd represent a continuation of the present piecemeal welfare system
that avoids confronting the nature as well as the facts of, poverty.

In view of the National Urban League and our 100 affiliates across
thism.1rtry, Federal responsibility for a minimum-income guarantee
t t'oeople,- federally administered and financed, is essential to any
satisfactory.resolution of this Nation's Increasing complex and con.
troversial crisis in public welfare.

fBS0fly, the most glaring failures of the present bill are the
bllo*mnga

1. The basic payment of $2,400 for a family of four is grossly in.
" deqilate. It is lebs than two-thirds ot the sum that defines poverty
and'represents a bit more than a third of the Government's minimum
budget for such a family. I
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2. This pitifully small sum can be reduced by $800 i;f a member of
the family does not cooperate with bureaucratic edicts, in effect iune
ishing the entire family for actions--which may be totally rational
and correct--of a single family member. 9

8. The work provisions embodied in the bill do not satisfy the
minimum standards of providing ade uate economic opportunities.
Recipients are forced to register for jobs that do not exist.

The economy has yet to show signs of recovery and unemployment
is over 0 percent nationqjly, over 10 percent for black people, and is
far higher for the poverty neighborhoods in which recipients live.
Although the Government has set a minimum wage of $1.60, recipients
are expected to work for $1.20 per hour. Is the intent here to provide
incentives for individuals to work, or is it to subsidize employers of
substandard wages and to create a semipermanent caste of menial
workers, locked into their poverty? p

No discussion of the work provisions of this bill can escape the
fact that very few of the individuals on welfare are able to work;
that mothers with young children may be compelled to accent employ-
ment even when there is no adequate provision for child care, and
that its enforcement will be by a vast bureaucracy that would be far
better employed in more'constructive pursuits than forcing mothers
with small children to take jobs as ill-paid domestics.

4. There are numerous provisions that represent an intrusion by
the state in the private lives of citizerks, constituting a dailgerous
precedent of state eont rol of private behavior that represents an
erosion of personal liberties that could be extended to other groups as
well. Much of the bill represents an invitation to arbitrary and ca-
pricious bureaucratic actions.

5. This bill contains many provisions that undermine family rela-
tionships and family stability. Some of the benefit regulations and
work requirements amount to a "Family Destruction Plan."

6. The much heralded inclusion of thie working poor is illusory be-
cause restrictions on their earnings and State options as to their eligi.
bility effectively preclude many from actually benefiting from their
apparent coverage.

7. The failure to force or encourage States to maintain their present
benefit levels, which are in many cases higher than those provided by
H.R. 1, means that this "reform" will cut already disastrously low pay-
ments in many States.

In sum then, and as detailed further in my written testimony, H.R.
1 Mr Chairman, is a continuation of the traditional app roach of
blaming the victim and does not represent a feasible alternative to the
present disastrous system. It fails because its assumptions are wrong
and its intentions punitive. C

It is clear that a rational system of income maintenance must be
rooted in a realistic appraisal of the causes of poverty and in assump-
tions about people that are more in accord with.our vision of what lie
in a democratic society should be like.

The National Urban League has just such a proposal, some details
of which are in my written testimony. Our plan proceeds from the
assumption, amply documented in various experimental programs, that
the poor want to work, that the ecinqmy has failed to erente the jobs
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that wbuld keep them employed, that such jobs as are available to them
are marginal at best, that the deficiencies in our educational and eco-
nomic systems that keep people poor must be corrected, and that Fed-
eral intervention, through administrative as well as legislative actions,
can end poverty.

We 'believe that the replacement of H.R 1 by an emergency fiscal
relief program for States and localities through Federal assumption
of all or part of present welfare costs would aord the Congress and
the Nation time to consider a constructive alternative..to the present
totally inadequate welfare system.

We believe that this Nation can afford to be as generous in assisting
the victims of social and economic dislocations and exploitation of its
advanced, technological economy, as it has proven itself generous in
providing welfare payments in the form of tax loopholes and subsidies
to wealthy individuals and corporations who have benefited from our
economic system.

Mr. Chairman, as I read this legislation, as I understand it, I am
reminded that there is a piece of Scripture that I think is totally ap pli-
cable to this legislation. That Scripture is that which says, "To those
who have, to them shall be given, and to those who have not even that
which they seem to have shall be taken away."

Briefly, however, ours is a comprehensive, layered plan, elements of
whioh can be adopted on a staggered timetable. It involves extension
of social security benefits; moliflcation of the personal income tax;
improvements in the system of unemployment insurance; extension of,
and an increase in, the minimum wage; family allowances; and a mini.
mum Federal standard of assistance as a residual.

Mr. Chairman, this committee has the awesome responsibility of pass-
ing on legislation that will literally spell life and death for millions
of people whose very survizyal is at stake. In recent weeks you have
been inundated with expert testimony and detailed cost analysis of a
broad variety of proposals, I ask you today to look beyond the
crowded print on the pages before you. I ask you to look beyond the
restraint of political expediency and technical fiscal considerations. I
ask you to turn your hearts and minds to the plight of millions of
Americans, black Americans, white Americans, Spanish-speaking
Americans and other minorities, whose fate is in your hands; people
who have never heard of H.R. 1; men and women who don't know
the meaning of the words "income maintenance"; people whose only
concern is for a crust of bread and a morsel of meat, and that they
be treated by other nen and their Government with respect. These
are the people whose lives have been made wretched by our failure to
provide them with economic opportunities; these are people whose
souls have been burdened by those who would coerce and' punish them
because of their poverty.

But they, too, dream of a brighter future. They, too, have high
hopes for the children they strive to feed and clothe. They, too, still
believe in the American dream; they salute the flag, they die in
Vietnam; and they struggle to exist on the poverty-stricken underside
of this affluent society.

I ask you to make the imaginative, moral leap that will enable
you to fulfill their faith, to prove to them that their hopes have not
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been in vain. I ask, as you face your solemn duties in this committee,
to help us build a nation that will live up tolhe humane, equalitarian
.deals that still bring hope to those whom bitter reason tells us should
have no more hope . I 1

Mr. Chairman, this ends my verbal testimony. It is my ho.e that
this committee will .give consideration to what we have said and
proposed.

The CTATRMAN. Thank you very much.
-Senator Talmadge wanted 'to be here to hear your testirriony. We

are voting in the Senate and I guess that is one reason he was unable
to be here at this time but he was very much interested in what you
have to say.

Any further questions, gentlemen I
(The prepared statement of Vernon E. Jordan, Jr., follows. Hearifig

continues on page 2220.)

PREPARED STATEMENT OF VERNON H. JORDAN, JR., EXECUTIVE DRECTOS,
NATIONAL URDAN LAoU E

Mr. Chairman and Members of the Committee, my name is Vernon H]. Jordan,
Jr. I am tile Executive Director of the National Urban League. I I#

The National Urban League is a professional, nonprofit non-ulrtds4n commu.
nity service organization founded in 1910 to secure equal opportunity fo black
Americans and other minorities, It is governed by an interracial Board or Trus-
tees and. is concerned with fostering good race, relations and increased uidei-
standing among all people of these United States.

The League seeks solutions to problems of income, employment, e44tpt!i,
housing, health and civil rights for the masses of black and brown Amerlcaos
who want a better way of life, It recognizes that any meaningful and signtficant
changes in these problem areas rest with changing the network of systeni ,wbich
produce black-white disparities,

It works through local afilliates in 100 cities located in 87 States and t e DM-
trict of Columbia, five regional offices and a Wiishifnton Bureau. -These ubits re
staffed by some 1,000 persons, trained in the social sciences and related disciplines,
who conduct the day-to-day activities of the organization throughout the copintry.

Strengthened by the efforts of upward of 25 000 volunteers who bring expert
knowledge and experience to the resolution of minority problems, the Natloal
Urban League Is unique as the only national educational and community seryice
agency which devotes its entire resources to the use of social work and research
techniques for bettering the lives of the disadvantaged and for improving rac
relations, I ,

The National Urban League, having carefully studied and welghe4 thpro-
visions of H.R. I (the Social Security Amendments of 1971), finds Itselftnzi tal
opposition to the family welfare provisions therein on the grounds tiW, in the
aggregate, they are more damaging to the best interests of the poor andthe tplAck
than the present bankrupt welfare system they are designed to supplant.,

The provisions of the original Family Assistance Plan, .enunciate A G'NM,
were far preferable to those noW contained in H.R. 1. We fully agreed with t
President when he said, at that time, that the present welfare system "Is N n1
to meet the elementary, social and financial needs of the poor." .,

SInce the introduction of the original proposal, It has been succeeded by.,oQ1.
sistently more regressive versions, with the bill now before this committee
most ressive to date.

While the National Urban League fully approves the concept of aen ecqwe
floor and full federal administration of such an income guarantee It fins K4.
1 and amendments offered to it unacceptable because they all reftect-A got"
premise that poor people are forced to apply for public aid not because 9 the
deficiencies and malfunctioning of our economic and educational systems, Ibut
because of their own personal character failings. Because the philosophy behtpd
this bill is one-of "blaming the victim," the purported aim of refogminsute
welfare system has become one of reforming individuals who are deemed
morally Inferior and therefore must be subject to legislated restraints upon their
personal behavior.
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The minimal income payments provided for in H.R. 1 become, then, conditions
whereby the poor must submit to state interference in their employment options,
child-rearing and family relationships, health care and other behavioral
patterns.I Such conditions of course, are not foisted upon other groups in the
population, nor are they imposed to nearly the same degree upon the aged,
the blind, and the permanently disabled, groups whose poverty is assumed to be
beyond their control. Father, they fall on families with children and upon the
marginally disabled, groups popularly thought to be responsible for their own
poverty. In effect, this bill uses the deprivation of children as the means of regu.
lating their parents,
• Much attention has been focused on the low level of benefits provided in H.R.

1, but there has been little public discussion of the fact that these inadequate
payment levels--$2,400 for a family of four, well under the Federal Government's
own definition of poverty-will in many cases be further reduced, It should
be noted too, that any discussion of payment levels should take into account
the results of OEO's New Jersey experimental program which shows that the
higher the support payqientt. made to the poor, the more likely it is that individ-
uals will be encouraged to increase their income through additional employment
or training, Thus we can say that the lower the plyments, the ces incentive
there is to work and not, as is popularly assumed, the reverse.

H.R. l's $2,400 level for a family of four becomes merely a "shadow" figure
when we consider that the bill provides for an $800 reduction in the payments
to a family if any single member of that family refuses to comply with state-
imposed regulations that may themselves be arbitrary and capricious That level
could go still lower if more than one person in the family is involved, For exam.
pie, a family member whom welfare authorities say is employable may refuse
a work or training assignment for personally quite valid reasons. This would,
under the bill, result in an $800 reduction In his family's payments. Such a
situation could also arise from a family member's failure to cooperate in a
rehabilitation program, regardless of its quality, or the failure to maintain a
monitored, drug-free condition in the case of an addict. It should be obvious
that some families simply will not be able to control the actions of their members.We have ample evidence that many affluent families, including some of the
most prominent in the nation, have been unable to prevent their children from
bNoming addicts and have otherwise run afoul of provisions of this law in ways
tlt,'applied to poor people far less well equipped to cope with the hazards of
their environment, would result in loss of public assistance payments. The effect
of such provisions, then, Is to attempt to force the family unit to act as society's
moral police agents, something I feel this Committee should object to as forcefully
as possible.

* If the basic guarantee Is $1,600. assuming the existence of at least one family
member who runs afoul of the web of bureacratic controls and regulations, we
have a level that is lower than present assisance payments as supplemented by
food subsidies in any state in the Union, is well under half the official poverty
level and Is light years away from the Bureau of Labor Statistics' lower budget of
$8,90 for a family 'of four. Even when a family cooperates to the utmost, at
whatever loss of personal privacy and dignity, the maximum payment% including
611e"ssful child-support action, come to only $4,000 annually. This maximum
level will not apply to many people, and it still will be far from the Bureau's
lower' budget,

The impact of low benefit levels is intensified by the absence of any incentives
fo " tate supplementation of federal payments, even where the new payment levels
would fall below present state levels. There are no requirements for states to'
Wmatntlain present benefit levels, nor is there any provision for federal Pharing of
supplementary payments, if only to compensate for the regional variations in
the c0t of living. No bill presuming to "reform" the welfare system should allow a
Atate to pay less than current levels, which everyone agrees are inadequate.

And no such bill should depart, as does H.R. 1, from the time-honored
concept of public assistance as an answer to current need, This bill con-
taiis t6vislons that provide for retroactive enforcement of thrift. job stability,
and family composition, primarily through the extraordinary requirement that
Ifibome over the prior nine months period be considered In determining eligibility
dnd the continuing level of benefits, in total disregard of a family's current
flnaficiaal circumstances. At a time when our conception of the "hard core un.
enpio ed" includes skilled aerospace engineers and other members of the middle
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class who have fallen upon unexpected economic hard times, it is incongruous to
find such provisions that would bar people from desperately needed assistance
on the grounds that a welfare official thought they should have saved a few
dollars more when they were working.

The work requirements of HR. 1 are arbitary as to individuals and advanta-
geous to potential employers, assuming that such exist in a period of general un-
employment. About 70 per cent of potential benefitting families are considered to
be "in the labor market" and, therefore, assigned to a special program called Op-
portunities for Families (OFF) administered by the Labor Department, either
directly or through the state employment offices. In these instances, the Labor
Department assumes virtually complete control over their lives, paying their
benefits; assigning them to Jobs or training; purchasing child care in their
behalf; providing health, social services, counselling, transportation to new
locations, etc., as needed; and penalizing them for failures of compliance.

Although the bill includes the working poor, its restrictions upon their earn-
ings and state options as to their eligibility effectively exclude many from ac*
tually benefiting from their group'ss inclusion. The provisions for mandatory
acceptance of employment and only partial disregard of earned income amount
not to subsidies to the poor, but subsidies to the employers of the poor. In effect
these requirements add up to a federally-mundated and subsidized labor pool
and further raises the prospect of the creation of a caste labor system whose
members will be confined to marginal employment with no escape route. At a
time when there is general discussion of raising the present minimum wage of
$1.00 per hour, H.R. 1 insists on recipient's acceptance of Jobs at $1,20 an hour
(exclusive of public service employment).

Definitions of presumptive employability are absolute and arbitrary leaving
no discretion to the mother of children over three (six until 1974) as to her
home obligations, the suitability of care, if any, available to her children or the
kind of job she is able to reconcile with her children's needs.

While the bill contains many confusing provisions for financing child care,
there is no statutory requirement that such care be available prior to the
mother's Job assignment, no freedom of choice for her in its selection and vir-
tually no protection for its quality,

In view of the widespread concern about the family stability of welfare re.
cipients it is remarkable that "reform" legislation would include these and other
elements that can only place an intolerable strain upon families and lead to the
destruction of many, The dangers inherent in state assumption of the conditions
that should prevail in the relationships between a mother and her children should
be apparent to the members of this Committee.

The provisions in this bill that represent an intrusion by the state in the
private lives of its citizens constitute dangerous precedents of state control of
private behavior, precedents that contribute to the erosion of personal liberties
that could be extended to other groups receiving government payments or con-
tracts, as well.

Among the numerous provisions that clearly serve to.deprive recipients of
their civil rights and impose unreasonable conditions are:

(1) There are no safeguards against the invasion of privacy.
(2) A man may be held liable for the support of a child on the simple word of

the mother. Contrary to our entire system of law, the burden of proof is placed
upon the accused, whose position is further placed in jeopardy by the provisions
that an applicant mother must cooperate in identifying the father of her chil.
dren and Is expected to file support action against him as a condition of receiving
benefits. This is a virtual invitation to duplicity, Additionally, such a putative
father faces a lien on any future federal entitlements, including old age insur
ance benefits, for any payments made to his alleged family

(8) The burden of proof is placed upon the head of a poor family to establish
Initial and continued eligibility for benefits with harsh and unreasonable penal-
ties for failure to comply with complicated requirements far in excess of those
that other ctizens are required to meet in order to obtain other types of federal
benefit. Every family must file a report of income and expenses in writing after
each quarter or buffer automatic penalty. Failure to submit such a report will re.
suit in suspension of benefits. (Even the Internal Revenue Service does not re.
quire more than an annual report unless there has been a significant change in
Income. The filling of reports. as required by H.R. 1, not only imposes an unrea.
sonable expenditure of tme but detailed record-keeping which few middle in.
come housewives are expected to do or which their husbands assign to ac-
countants.)



2217

(4) In order to receive assistance, a family member virtually loses his right
of self-determination. The Secretary of HEW and, in some cases, the Secretary
of Labor, is empowered to decide whether or not he is able to work; what type
of job is suitable for him; what type of child care services are suitable for his
children and for how long they are -needed; what type of health, vocational,
rehabilitative, counseling, social and other supportive services he may be in
need of and what kind of manpower services he requires.

(5) Although provisiorv is made for judicial review of the Secretary's decisions
as to eligibility, amount of benefits; etc., and while further appeal is allowable
on the merits of a case, "the determination of the Secretary after any-. . . hear--
ing as to any fact shall be final and conclusive and not subject to review by any
court". By thus prohibiting a challenge to the Secretary's findings of fact, the
whole principle of appeal is negated.

(0) Unequal treatment of the poor based on categorical distinctions has been
one of the most glaring inequities in the present welfare system and it is per.
petuated in II.R. 1. States and subdivisions thereof have the option of excluding
from state supplementary payments families with an unemployed father and the
working poor. Poor families, in general, are treated more harshly than either
the elderly or the disabled poor, both in the methods by which they must prove
their needand int the amount and way in which their benefits are provided.

(7) A parent deserting his family must repay all money received by the family
in welfare benefits. Unless a level of support has been fixed by court order, his
ability to pay is not taken into. consideration. Any form of income he may receive
from federal sources is subject to attachment. If he crosses a state line, he is con-
sidered guilty of a misdemeanor and may be fined $1000, imprisoned for a year,
or both.

(8) Further provisions have been included which have already been ruled
unconstitutional by the Supreme Court. For example, any state making supple-
mentary payments "may at its option impose as a condition of eigibility ... a
residence requirement" although the Supreme Court has ruled that the waiting
period requirement is unconstitutional.

(9) H.R. 1 also includes a provision that the income and resources of step.
parents be included in determining the eligibility and amount of benefits a family
receives regardless of whether such contributions toward the support of the chil.
dren are actually being made, despite a Supreme Court ruling that only in states
which make step-parents legally responsible for support of all stepchildren can
they be field responsible for support of children otherwise eligible for AFDC.

It is clear that such state invasions of individual rights represents an effort to
make legal benefits to which anyone should be entitled subject to presumed moral
standards-and values. Further, they represent an effort to apply those standards
and values unequally, for they become special conditions to which only the poor
are subject. It is this presumption of moral flaws as the basis of poverty and
need which separates H.R. 1 from the realities of the welfare crisis and dis-
qualifies it from consideration as an adequate alternative to the present system.

The examples cited above are typical anol serve to characterize all the major
provisions of H.R. 1 as it applies to family welfare. It is on the basis of this
analysis of the bill's intent and anticipated function that the National Urban
League states its unequivocal opposition to this legislation.

The National Urban League believes that the issue at hand is bigger than
H.R. 1 and further believes that the Congress and the country must pause and
take the time necessary for consideration of an adequate income maintenance
system.

Of the 25 million people estimated to be living in poverty in this country,
according to government figures, something more than 18 million are on welfare.
It is reasonable to ask how the remaining 12 million survive, but there is no
answer forthcoming. Of those on welfare, however, they are distributed as
follows:

Children represent 55.5 per cent of the total. Mothers represent 18.6 per cent or
2.5 million. Of these mothers, 14 per cent are already working full or part time
and another 7 per cent are in work training. If day care were available and if job
training and Jobs were available, perhaps another 85 per cent would be potential
employees. (Another four per cent need extensive medical or rehabilitative serv-
Ices before becoming employable and 40 per cent either have very young children
at home or have major physical or mental Incapacities.) Seventy to 80 per cent
of all mothers on welfare have consistently reported that they would prefer to
work if barriers to employment were overcome.
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The aged represent 15.6 per cent of those on the welfare rolls; the blind and

disabled, 9.4 per cent. Able-bodied fathers represent a scant 0.9 per cet' Or
126,000 men nationwide. Federal figures have established that 80 pet 6ent of
these men want work but are unable to find it and that about 50 per cent ate fiow
enrolled in training programs. " ' ..

If we assume that 20 per cent of able-bodied fathers do not want to work, can
we Justify harassing and demeaning 13 million people in need in order tO ff6*e
roughly 25,000 into an economy in which there is not enough work fort 'Bse
w ho do w antit? ....

For the sake of those who think "black" every time they hear the Word' "wel-
fare" it must also be stated and re-stated that the majority of those on'*wel~as
are white (60 per cent, or approximately 8.3 million). Approximately 40 'per
cent are black (about 5.5 million). It must also be re-stated that about one-thitd
of all blacks are poor compared to about 10 per cent of whites. These are the
facts which must be broadcast to -those who appear to think that the welfare
rolls consist almost entirely of blacks. ' I , I

Throughout H.R. 1 there is the relentless insistence that the poor are deficient
in character, that they are shiftless, lazy, worthless and irresponsible. In' truth,
the only thing that can be said with certainty is that they are lacking in money.
Such attitudes and assumptions are regressive and will not contribute to rhti~nal
and desirable solutions. It does not help to codify inequities or make hhrsN
unrealistic and brutal assumptions about the poor.

The National Urban League believes in the substitution of an adequate 'Mnd
enlightened income maintenance system for the present bankrupt welfare' sAy.
tem, rather than in measures of the order of H.R. 1, because it believe's 'thot
America must reorder its priorities to create an equitable and humane syiAebn
which is functional -for all its citizens.

In short, this country must apply the same standard to its welfare systeit for
the poor that it applies to its welfare system for the rich. A poor persoi'.facod
with survival is every bit as worthy of federal assistance as is a giant corpon-
tion. A mother and child are as worthy of federal concern as the Penn 'Cebtral,
an oil company that pays no taxes because of the oil depletion allowance, a manu-
facturing company that inflates its profits through the gift of accelerated tax 'de-
preciations, a farming corporation that gets agricultural subsidies to keep its
plantation lands fallow or other federal handouts to the wealth and privileged
in our society.

We need to remove the wraps from that "other" system of income support nid
expose it for what it really is--public assistance. If America cnn affotId an
adequate guaranteed income system for the rich, it can also afford it fot' the
poor.

The sentiment which blames people for their poverty and denies them the
means to escape it while giving money to others considered more 'deiervWig,
largely because they are not poor, is a pathology from which the Americdn socti]
and political economy must escape, The most important goal of any governi#Olt
is the welfare of its people, all its people.

Pejorative attitudes and categorical distinctions must be eliminated 'And a
uniform program of income maintenance established which is simple, ditkiified
and easily administered in order to get the best results at the least cost.

At the same time that we urge the Congress and the country to paUSe and take
the time necessary for consideration of an adequate income maintenance" #ysteih,
we recognize that in such an interval. present inequities in the welfare' ygetm
must be dealt with in a constructive fashion. Welfare costs place unfair Oftins
upon local and state governments. As a result, we would favor emergency fd4i%1
fiscal relief in the form of immediate federal assumption of all, or part, Of *Oepfo
costs In the states and mnjor metropolitan areas.

The replacement of H.R. 1 by an emergency fiscal relief program wold ff0.d
the nation and the Congress the breathing time to permit consideration Of 'an
adequate form of income maintenance, which would provide a construettie al-
ternative to the present totally inadequate welfare system.

The National Urban League his formulated an income maintenance Plea wlii61
we recommend to the Congress and the country for serious coMnidertW60V6.W
believe it embodies the essentials of a highly workable and desirable sygted-Iit io
based on the belief that the nation has passed the point when piecemeal' t fi
of the welfare system can succeed; on the belief that we need repeal Of the-
fare system and the substitution of an adequate and unencumbered Oted' bf
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.coo4e a antenance. We believe that the best approach to the welfare system
i notto 6!r4form" it, but to replace it with Ariew system which assures people in
ee ' an adequate income on an equitable basis.

Briefly, ours is a layered plan, elements of which can be adopted on a staggered
timetable. It involves extension of Social Security benefits; modification of the
personal, inome tax; improvements in the system of unemployment insurance;
extension of, and an increase in, the minimum wage; fabtly allowances; and a
mAA*imum federal standard of assistance as a residual.

We recommend changes in Social Security benefits %ithin this plan to include
mip4mm benefits at least equal to the poverty level with provisions for at least
b'00ka i adjustments to equal Increases in the poverty level, in the price index
apd in the standard of living; coverage for everyone reaching 62 without any
actutarial reduction in benefits; exemption of those earning below the minimum
w4ge from paying Social Security taxes, coupled with an increase in the minimum
wage,; ,aud a Social Security tax on all earnings for those earning above the
minimum wage, such tax to be arrived at by stages and utilizing a graduated
rather than a regressive flat tax rate.

S, further recommended changes in the Social Security structure are removal of
All restrictions on the earnings of an aged beneficiary ; the provision of actuarial
increments for those who postpone retirement and receipt of benefits beyond age
(5; the inclusion of all forms of retirement income at higher levels in computing
personal income tax liability, thus eliminating the inequities of the present sys-
tem which favors those with higher benefits and discriminates against those
with earnings; the inclusion of all children from the prenatal period under Medi-
care; and the elimination of all deductibles and co-Insurance features under all
Medicare programs,

We recommend improvement In the system of unemployment insurance by
providing coverage of all employees; a minimum of 26 weeks of federally financed
insurance with provision for extended benefits in times of high unemployment;
benefits equal to at least half of weekly wages or a minimum benefit equivalent
t9 the, poverty line, whichever is higher; and permission for attendance at school
az. ehabllltative services, in addition to job training, while collecting unem-
ploywent insurance; most of this expansion to be financed from general revenues.

W ,,urge extension of the minimum wage to provide comprehensive coverage,
coupled with an Increase in the minimum wage, itself. We further recommend
federal aid in the form of readjustment assistance to businesses and workers
who can prove adverse effects as a result of tluazianimi .age.

'We recommend modification of the personal income tax structure to improve
quty, reduce burden and raise revenues for income maintenance by taxing all
inds of income alike for all people, defining taxable income to include present

tax-exempt interest, capital gains and by instituting a minimum tax to be paid
by ,91 at high incomes to preclude escape through present loopholes; and adjust-
hug personal exemptions at five-year intervals to exclude families at or below
a more realistic definition of the poverty level from Income tax liability, to insure
that the poor continue to be relieved of the obligation to pay Income taxes. We
would also suggest substituting a fiat exemption of $2,300 for each person
8e5' y0ea8 old or over and $4,000 for an elderly couple for the complex retirement
Income credit now in effect, thus redistributing tax benefits from the wealthy to
the, low-income elderly. (These exclusions would be gradually reduced to nothing
u' elderly persons or couples reach an ad64euatV1e et of income as defined by
st_dard budgets.)

IW urge provision for families with children through family, or children's al-
lowances of a specified sum per month, per child, using -the Social Security system
tOr, rgtratlon purposes and recoupment from the well-to-do by a system of
vanishingg allowances" through inclusion of children's allowances in family
i~upopieor tax purposes.

ai ayI, as a residual to cover those who fall between the provision outlined
R3~3Q~ye recommend a minimum federal standard of assistance, which should
ibt b below, and preferably should be above, the poverty line at any given point

ln tt#e applying to all types ofirrespective of size, location and
; such minimum standard o fassistance to require only a simple

dpearat9on of need, subject to sample review, as with income tax forms, and
a "alistic earnings exemption.

j'ortions of the plan we have outlined require legislative change; other por.
0ona Ad(4nistrative change. In sum, it is aimed at complete coverage of those
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in need, without respect to categorical distinctions. (The working poor, for in-
stance, are those who work full time and still remain poor, still remain in need.
It must be formally recognized that having a full time job in this country doesn't
guarantee a living wage and that it is essential that the working poor be treated
on a par with all other recipients, receiving the same benefits on the same terms.)
Finally this plan is designed to meet current needs and to reduce the incidence
of poverty in the future.

The plight of the poor is pressing but their cause is not advanced by regressive
legislation. In consequence, the National Urban League would perfer to deal with
the present welfare system, recognizing that emergency fiscal relief to the states
and major metropolitan areas must be provided until such time as a sound and
equitable system of income maintenance for those in need is agreed upon and
enacted intolaw. 8uch a system of income maintenance is the only means to ap-
propriate compensation for the economic and social dislocations of an advanced
economy.

The CIIAIRIiAN. The Senate is voting, and so I would suggest that
those of us here should go and vote and, as soon as we can return, we
will call the next witness, who will be Mr. Clarence Mitchell an old
battler for many causes involving the minorities and the poor. We will
be pleased to hear from you, Mr. Mitchell, as soon as we get back.

Mr. MITCHELL. Thank you, Mr. Chairman.

SHORT RECESS

The CHAIRMAn. The others, I assume will be along shortly, Mr.
Mitchell, but we will proceed. If you will be'so kind as to proceed with
your testimony, we will call on the others when they get here.

STATEMENT OF CLARENCE MITCHELL, DIRECTOR OF THE WASH-
INGTON BUREAU OF THE NATIONAL ASSOCIATION FOR THE AD
VANCEMENT OF COLORED PEOPLE

Mr. MITCHELL. Thank you very much, Mr. Chairman. I always ap.
preciate the opportunity to appear before you and have frank ex-
change of viers. You have always been very helpful in that respect.
and I-am sure today will be no exception.

I would like to fil my statement for the record and make. a brief
comment.

The CHAIRMAN. Fine. We will print your statement exactly as you
prepared it and then we will have any additions you want to add to it.

Mr. MITCiELL. I think, Mr. Chairman that the important thing thbt
we have got to face on this welfare problem in the United States is rve
are not going to get the kind of public support for any kind of bill that
we need until we can somehow or other change the image that pe ple
have of welfare recipients.

I think that Senator Ribicoff made an important contribution today
when he engaged in an analysis which showed that the concept of wel-
fare recipients as chiselers is greatly overrated, when lie showed that
the concept of them being lazy and wasteful is also not typical of wel-
fare recipients.

I think also that the concept of fathers dodging their responsibilities
is a problem but I do not think it has the importance in this total pro-
gram that many people assume it has.

1 would say on the basis of my personal experience-because I live
in a slum area over in the city of Baltimore, and I would say on the
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basis of my personal experience-that most people who are poor would
like to work; most people who are poor would-like to raise their chil-
dren under good circumstances, and most parents would like to take
both paternal and maternal responsibility for their children.

Until we recognize that that is a fact, and say it again and again,
there will be many people whd would want to have a rational program,
who will be afraid to come out and vote for it because they think
it will get them into trouble with their constituents&

We would like to see a unified system under Federal control in this
country because if it is a fact that there are people who move back
and forth across States lines in search of opportunities to work, as we
know it is, it is inevitable at some point those people are going to
need assistance.

So if we have got a unified system, it would seem to me, it would
be much easier for us to handle that problem.

At the same time, I do not see any great barrier to arranging the
system so that it can take into consideration regional differences. We
do that in the construction industry under the Bacon-Davis Act, and
it would seem to me it would be just as easy to establish regional
standards which would enable us to take into consideration economic
structures of, say, your State of Louisiana as opposed to the economic
structure in the State of New York.

I think the same thing could apply to wage standards. In my judg-
ment, if we are going to undermine the economy in this country, a good
way to do it wouldbe to tryto get a whole lot of people doing jobs
at substandard wages. So I think that we would be defeating our own
purposes if we opened the door for\ the employment of welfare re-
cipients by people who will be unscrupulous enough to try to pay
them a wage be low what is a decent standard of living.

Another thing I would like to stress is the role of mothers when
dealing with young children. I must say, Mr. Chairman, both respect-
fully and being mindful of our long knowledge of what each other
would be doing in this country, that I disagree with your formulation
about mothers being so fat they cannot get through the door, their re-
quirement that they ought to sweep off the pavement in front of the
house and when you open an icebox there may be beer in there.

Well, I, as I said, live in a poor neighborhood and I could take
you through my routine in the morning, I get up at 6 o'clock in the
mornng--

The CHAIRMAN. You understand, now, Mr. Mitchell, I am not say-
ing that is typical, but that goes on, what happens; and there are al-
together too many cases of that tye of thing where people take the
money that was intended to feed 1he child and spent that on beer
rather than on milk, and it happens, and I am sure that you know
it happens.

Mr. MrroHEa. Oh, it may happen, but I would say this is one of the
points I am trying to investigate; that if we take that, which perhaps
would represent one-tenth of 1 percent, if it exists at all, this is the
image of the welfare recipient that antagonizes the public, and it seems
to me if we could somehow or other softpedal that and discuss it in
maybe executive sessions of the committee, after finding out just how
much of it is factual, we would do a lot to reduce the opposition to
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welfare reform, and the opposition to people who are entitled to
receive it because they are really in need.

Now, I felt, too, when the discussion was had about the welfare
recipients going to the employment office to pick up their cheeWs, it
all depends on how you look at it. I can imagine some of my neighbors
bein ph sically unable to get to the employment office to pick up their
check. I can also know, bic use I have seen this happen, if there is
no other transportation available and they get a taxicab dowi there
then they are attacked for going down to the welfare office to pick up -
the checks in a taxicab. I feel, unless we face up to these realities, unless
we start a new approach in which we talk about the great majority of
people who are just unfortunate enough to be in need of assistance
we will never get the country with us to do what I am sure you are
trying to do, which is to get a sensible system of welfare reform.

With respect to day care centers I mentioned, the last time I Was
here an experience I had on that. The bill, as originally conceived by
the White House provided that you could give Federal money for the
purpose of establishing day care centers, and I said that was a very
important thing because I had participated as a trustee in a group
which was trying to help the poor under one of these programs.

One of the ministers, who had program of day care at his church,
was asked by the Health Department to put in lavatory facilities f6i
little children, to put in electric wiring, and also to put in kitchen facil-
ities, all of which he did. But then the local government wanted to
prosecute him for spending money ofor these things which they said
were not authorized by law,-and I think that if we are going to sy as
a condition of employing motherss, you have got to have adequate day
care facilities, it must in fact be adequate and we ought not penilize
people who try to provide that kind of facility. But I cannot empha.
size too strongly my belief that it is unwise and will generate many
other collateral problems if we make it mandatory that mothers 6f
young children work.

I have enough faith in the women who bear children in this country
to believe that if we give them bona fide opportunities to work at
decent wages opportunities also to have their children cared for, that
they will wori without any compulsion.

The CHAIMAN. Some things about this bill that I think deserve
recognition are not being discussed sufficiently.

For one thing, there are some of us who favor having at least this
$180 minimum that the House bill provides for the aged.

Mr.' MrITonILL. Yes.
The CHAMMAx. And some of us would like to go every bit as strong,

and maybe stronger, than the $200 for the two, for a man and hi
wife if they are both over 65 and have no otherincome.

Now, that one thing alone could have the effect'of taking all the aged
people out of poverty by the present definition, should it note

Mr. MIrrHELL. It should, I would think.
The CHAIRMAN. Now, that is a nice stride forward in itself, is it

not, Mr. Mitchell I
Mr. MrrcitCL. Mr. Chairman, I do not think there is anyone who

quarrels with the things thiat are accomplished for the ag.d nnd fir
blind, there mny I ditffrt ees here and there.
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The great criticism of H.R. 1 centers on the treatment of welfarerecipients who are mothers of children, and that is really where the
vulnerable point exists in this legislation.

The OAiUWAN Well, that is a sticky point from the point of view
of some of us. Seventy percent of those families have a working father
s6ndewhere, a father who is able-bodied, capable of Working and cer-
tai nly available for work, and, presumably, out of that 70 percent
L 6wirld think it fair to assume that at least 40 of the 70 percent actu-
4ay have a job, actually are employed, making income adequate to

aike a substantial contribution to the support of their children.
Now, is it fair to the workers who are paying taxes to support those

who are on welfare that those fathers who are employed with income
adequate to. make a major contribution for the support of their family
Sho'04 be able to shift that burden of supporting their children off
opto tb~e backs of other workers who are already supporting their own
a lilies.
,lr. MITCHELL. I followed that discussion with great interest this

morning because I happen to be one of those who is strongly in favor
of all States adopting the Uniform Nonsupport Act so that you can
get at the fathers who tried to dodge their responsibility. But as I
listened to the discussion there were two things that I thought were
important. First, if we got all the fathers who are dodging their re-
sonsibilities would webe able to get enough money from them to
nake an appreciable dent in our welfare problem, and I am afraid the
;iswer to that is no.
-TIe second thing is, in the illustration which I believe you gave,
in 'which you said that someone had mentioned in his testimony
fathers who lived physically with the mother who acknowledge in
r ponse to a question that they are the fathers, and the mother
acknowledges in response to a question that she is the mother, yet
nothing can be done about it. Well, this is not correct. I do not know
what's happened to the prosecution in those States, but actually, even
under, the. common law a person who acknowledge responsibility for
patermity has an obligation to support children. So it seems to me there
ate *two solutions in that situation: First, we must establish as a legal
fact that the man who says he is the father is indeed, as a matter of
law, the father, and then move under our existing legal machinery

force him to pay.Now. that is something you do not have to have an act of Co n

to-do and I cannot understand why, whoever has got that pDblem
has not made use of existing legal machinery, and I must say I would
be a hundred percent in favor of doing that, and in any wiy, if Con-
srs can strengthen it, sir, I would like to see it done.

7But i hasten to add that I do not think even if you got every single
pne of them that it would make a measurable dent in the need of
* elare in this country:.

The CHAiRmArr. I differ with you in that, Mr. Mitchell. I am con-
vinced from everything I can learn that particularly when he leaves
the State and crosses a State boundary if you try to use the authority
of, the reciprocal State action program the district attorneys in the
S* o.to which the father has gone seem to take the view that they
do'rnot want to be bothered with it. Presumably the man by now has a
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new set of associates, and he might be in the process of having new
family relationships, and so- if you take money from him in the State
to which he has fled, it might deny his dependents in that state of sutp-
port, and there seems to be an attitude on the part of the district
attorneys who would have the responsibility just not to bother with it.

Mr. MITCHFLL. I have not checked this particular part of the bill,
because it has gone through so many revisions but to my best recol-
lection, when the bill was first proposed by the administration, there
was a price in it which would simplify the process of getting at these
fathers who cross State lines under a Federal operation.

I think that is still in there but if it is not, it seems to me that could
easily be put back in. "

But again as I said, even if you put it back in I think we ought to
know just what we are going to get if we do it. It is entirely possible
we may spend more, as Senator Ribicoff pointed out this morning,
about that New York operation, they spend more in trying to get
those who are violating the law than it is actually worth in returns.

The CHAIRMAN. Well, thank you, and we will do the best we can
to try to help take care of the same people for whom you have spoken
here today.

We may have something of a difference of approach but, as I said
before, if the adminisrtation wants to spend $4 billion to help poor
people, it is perfectly all right with me provided-and I am willing
to vote for it provided-they are doing it in a way that I think would
be most, beneficial to those people, I mean so far as encouraging doing
what is in their own best interests as well as using the money where it
would get the most effective results.

Mr. MITCIELL. I certainly believe that that is your objective, Mr.
Chairman, and I think you know from our mutual friend; Paul Doug-
las, that if we were called up here to testify as to whether that is what
you have in mind, I am sure he would say "Yes."

But I do earnestlyv ask that you try to avoid the colorful descrip-
tions of the welfare recipients which themselves arouse prejudices in
this country, and make it difficult for us to pass these programs, be-
cause, for example, in that illustration this morning about the mother,
.about the sweeping of the pavement, what I did, I-turned to Mr. Jor-
dan of the Urban league and I said, "You know, I would like to take
Senator Long over to my house." As I said, I live in a slum area, on a
high traffic concentration street. Tget tip at 6 o'clock in the morning and
brush off the pavement, hose it down, and by 10 oelock there is a bundle
of trash there again. We even now have, after the trash men, regular
trash men come through and collect the trash, even now have something
under one of these antipoverty programs where people come through
and take up whatever the trashmen drop and they usually drop some-
thing, but even that does not keep it clean.

Now,.you cannot blame the people who live in those neighborhoods
for those conditions because if you do, you would have to blame me,
too, and I like cleanliness, but it is a kind of a losing battle, I will tell
you, against modern conditions under which people live; and unfor-
tunately, the people who are against what you are trying to do, and
what I am trying to do, and what some of the members of this commit-
tee are trying to do, namely, help those who are in need, grab that
illustration and say, "Well, you see, they are no good, they are lazy
and they won't even sweep the pavement.".
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The CHAIRMAN. Well, now, you oppose the idea of reuiring anywork from a mother who has small children. Now, would you extend
that argument and that philosophy to the extent of not even requiring
as a condition of welfare payments from the Government that she at
least keep clean the area immediately in front of or immediately be-
hind her own home.

Mr. MITCHMLL. Well, I would certainly think it would be unfair
to put that as a requirement because, as I said, even those who are
disposed to do it, and who have money, as I had, to buy a broom and
to buy a hose, get somebody to clean the front, still cannot keep it
clean. So it seems to me it would be grossly unfair to require a mother
to do an impossible job.

Now, my solution would be that we do, as we are trying to do in
my church, I am chairman of the board of trustees in my church, and
we have a program under which we arp trying to train mothers in
household respon3ibilities and all the things that will make a home
attractive; things that will help them to save money when they make
purchases in stores, and I think that is really the solution.

I think if we can train people to do the best they can in the face
of existing circumstances, they will do it, and I think we would get

.more done, really, that is constructive than if we said as a matter of
law, "If you don't sweep off the pavement and keep your place clean,
you cannot get assistance."

The CHAIRMAN. Well, of course, that is just the difference between
our approaches. My thought is that it is a basic difference between pay-
inga person to do something and paying them to do -nothing.

M4r. MiCmiLL I think you should pay it.
The CHATRMAN. Little'though that may be, it is more than zero.
Mr. Mrrc m L. I think the most precious possession any country

has is the future generation of children and it seems to me the first
consideration should be how can we administer this in a way that is
going to give the children opportunities that maybe their parents did
not have and, after we have done that, it seems to me it is quite likely
that one of the ways of helping to get those children opportunities
would be to provide a training program for mothers which would
enable them to work, and a proam under which you would have
day care centers and that kind of thing.

tut it seems to me the very first and primary consideration is the
children, and I don't think you can reconcile that with compulsory em-
ployment because what happens now is if a mother is required to work,
she id going to have to leave those children unattended at home o'
send them to a substandard nursing place, so that we are going to
wind up with a whole pile of juvenile delinquents and people going
to jail simply because mothers did not give the care that a mother can
rive, and I feel that, as I say. if we start with the welfare of the chil-
dren because they are wards of the State, and if we can work out some-
thing that does not do harm to them then I think we are on the right
track.

The CHAMAN. Well, thank you very much.
Senator Rxnicorr. Just one question, Mr. Mitchell. I, too. appreciate

your testimony, and I have the highest respect for your knowledge
and dedication to many cases full of heartbreak.

As I gather frm your collouy with our chairman you, too. are
anxious to close any loophole that would lead to fraud or cheating.
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You do not approve of fraud or cheating and you want the ebtfimnt-
tee to do whatever it can do to close it up and make the father respon-
sible for the children. But what you are saying is, that represents a
small percentage of the overall amount of people on welfare and while
we try to close up the loopholes you want us to take into account that
basically we should design a program for' the overwhelming number
of people who ar trying to do their best and cannot make Tt, is that
what you are driving at I

Mr. MITCHELL. It is exactly, and I say that I was inspired to depart
from my testimony to make that point because of the very eloquent
and moving way in which you developed that point at the morntig
hearing. I wias saying to the chairman that we can never get support
for welfare reform on the scale that we need it if we continue to depict
the welfare recipients as lazy, irresponsible, cheaters, and errant
fathers.

We have got to isolate the facts, as you so ably did, we have got to
say "All right, we are going t d 0 or $resetu0 to catchas
with the chislers," as they are doing in Nw York. "How many did
you catch?" And I did think that the answer wasn't entirely responsive
to your question because the answer was 21 or 26. I made an obervatiou
to somebody-during the recess that with one-eighth of that money W6
could catch a whole lotmore dope users and numbers writers arnd other
kinds of lawbreakers so that really it seemed to me the program was
set up as so many of these investigative programs are set up, to appeasethe puic clamor about chislers

Well, I do not quarrel with that, but it seems to me once wefind out
what the facts are, then we ought to say, "Here, as New York has got
t million people on relief and 21 of them they find were supposed to be
chislers," it seems to me then that lets the public know we are not
dealing with chislers and fakers and others who are trying just to get

-a free handout. 
'Senator RthOro. You know, you say that you live in a slum area.

One of the things that has always impressed a me whenever you go
through a slum area, whether blacks or Puerto Ricans or whites, you
come across a school right in the heart of the ghetto, and I wi at
avery Member of Congress would do that sometime, just go and pass
Ihen school is in session or playground how cle the children are,
bright, and the dresses are starched, they look neat, th girls the boys
have got their hair combed. When I often go through tel slum artas
and I see how those children ar dressed and look in the middle class
suburbs it comes as quite a shock to many Members, which indicates
that some there in tht slum area with mot pople on welfare must be
a mother who loves those kids and trying todo the best with them.
I wonder if you find that in Baltimore where you live.

Mr. MITCHELL. I do, indeed, and I will say to you when I was,,a
boy I had two suits. My mother washed those alternately so that; I
could go to school' with a clean suit on. We did not have central, heat
in our house, and veryoften I would get warm in school, and I can
remember sometimes when they would give out the Graham crackere
and the milk, how embarrassing it was to me because I didn't have a~
nickel with whieh to purchase that, and they always looked so mue%
better than they tnost o now that I can afford to buy them. But that was
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not unusual. That is typical. It has been what I have observed all pf
my life. -

I wish I could have had the members of this committee with me the
*day we had that big snowfall. The newspaper boy came to collect for
his money. His mother was with him, and she didn't have a hat on, she
didn't 'have galoshes on. She didn't even have a coat and I wanted to
do something. I offered some attire and she was too proud to accept it.
They weren't looking for any handout. They were out there collecting
money under their newspaper route, mother and son.

. fpay to you, and I am sure you know this, Senator Ribiooff, that
these are the people who are typical of the poor in this country, and
when we get our fellow Americans to see that these are the people
we are trying to help, I think we can move a lot of these programs
much faster.

Senator RriDcon. You see, 'I think one of the things that bothers
Senator Long and that bothers me is when Mayor Lindsay was here
and we had a discussion a few years ago about the people on welfare
doing something, and what Senator Long is talking about cleaning up
their own backyard I was deeply disturbed when I went to Bedford.
Stuyvesant, I would say it is probably one of the most tragic sights in
the world. I do imagine, I never have been in India, but it probably
compares with the slums of India but you would go right in the neigh.
borhood, forgetting the filth in the streets but you would see a' play-
ground that.' eir children and they used, ull of debris and glass and,
of course, it is unfortunate because it is the neighbors and people throw-
ing it out but I think what Senator Long 'is driving at if at least some
of the people who lived there on welfare part of the day would' get a
trash can and a broom and lean up their playground so their own
children could play in them and, as I was listening to him, he is not
asking that they do onerous work, he says they have a mother and
the kids are in school, certainly is it too much to ask for 2 or 8 hours a
day while the children are in school she goes into the playground and
sweeps up the broken glass and the cans s6 her children can play in
that lilayground I I think that is what you are driving at, Mr. Chair-
man.

Mr. MrronroF. My answer to that is, of course, but I think you
will find if you ask for volunteers, and i know this it true because I
have seen it work, you ask for volunteers you get a whole lot further
with those people rather than if you say as a condition of getting
your money you must do this work.

Now, I think if we train people to try to cope with these problems,
I would like to hazard a, guess if you suspended the street-cleaning
operation and the watering of the streets up here in the Capital for a
couple of days it would look worse than Bedford-Stuyvesant or most
of those other-areas where you have slums because of the heavy traffic
people throwing debris around. The reason it looks good is because we
spend a whole lot of money keeping it clean.

I don't say we can afford to spend money keeping that kind of
playground clean, but I certainly do not think you can keep it clean
by making it mandatory that mothers go out there as a condition
oftreceiving relief.

Senator Rmxcon. That is all.
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Senator Cunris. I am sorry I did not get in on all of your testimony,
but I have no questions.

Mr. MrrCihELL. Thank you, Senator Curtis.
The CHAIRMAN. Thank you. Senator Fannin?
Senator FANpIN. Thank you, Mr. Chairman. I am sorry, too, I

have not heard all of your statement. But I looked at your state-
ment, and the end of your statement says many of the important
programs designed to help the poor are not reaching those in need.
I think this is true and a very necessary part of the work that we are
doing is to correct that, but if we could take care of those in need,
if we could, I think, much better and with the funds that could be
made available, if those who are able bodied and could take care of
themselves would put forth a better effort and we would have more
control over what is happening so far as the family is just growing
and growing beyond the ability of the parents to support the children.

Now, I t ink we have to be very frank about some of these mat-
ters and I think it is one of the most serious that I have witnessed
since I have been on this committee and in these hearings and that is
here we cannot be fair and there is no way that I can see that the
family can be fair where they have 11 children, and they have been
in need for many, many years, but they still continue to have addi-
tional children.

What do you think, what would you recommend to help over--
come that problem so that we can take better care of those who are
not able to take care of themselves?

Mr. MITCHELL. I think that there are many people who are inter-
ested in programs of voluntary birth control, and I think that really
is the answer. But, as I said earlier, I happen to be a member of the
Methodist Church and I do take my religion seriously, I do not believe
any human has the right to say as a matter of law to a fellow human,
that "You may not reproduce." And for that reason I would not favor
any mandatory participation in a birth control program as a condi-
tion of receiving assistance. But I do think realistically we can do
things to educate people to make use of what knowledge we have on
birth control.

Senator FANNIN. Well, in some way we must bring about self-disci.
pline. I do not have an answer for it. I wish that we could find an
answer. I know it isn't simple, but I do think that there is a point at
which we cannot go beyond, and welfare is costing us more and more
and more, there are more people going on welfare, and if we followed
the philosophy that you have, that "The NAACP stresses-the need for
.strengthening regulations that would prohibit the forcing of welfare
recipients to accept employment that does not pay fair wages or to
work under conditions that would be hazardous to -health and-safety."
No one wants people to work under conditions that would be hazard-
ous to health and safety, but I certainly cannot agree that we do not
need, you say forcing, but requiring, and forcing is just like, the same,
as a person cannot graduate from school unless they have certain
requirements. Well, you are not necessarily forcing them to take that,
but it is a requirement, and I think there is a great difference there,
and I think requiring people to accept work that is available to them,
that would take care of their needs is certainly a requirement that we
should insist upon.
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Mr. MITcHELL. Just before you came in, Senator Fannin, I had said
to the chairman that it is my opinion, based on experience, that most
mothers would like to work but I think we, as apple who have the
future of our country in mind and the responsibility for caring for
the children of this Nation, have an obligation to see to it that ifthey
work there must be adequate day care facilities and they must get a
wage that is commensurate with the duties performed, because if we
do not do that, we are going to generate worse problems in the form of
juvenile delinquency and things of that sort, stemming from parental
neglect caused by nothing more than the absence of the mother from
the home.,

Senator FANIN. Of course, that could be argued both ways. Many
times it would not be a great advantage, other times it would be an
absolute necessity. We would not want to just et into that as that sim-
ple, I don't think, but what I am concerned about is we have a prob-
lem, we must find a solution, we just cannot keep adding and adding
people on. the welfare rolls without hurting those people. We are
worrying because their attitude then in many cases that carries down
through with the children and the children think, "Well, dad and mom,
they were on welfare. What difference does it make, we can-go on
welfare." That is something you don't want and I don't want. We want
that self-discipline, that encouragement along with self-discipline, to
help these people so they can help themselves and I do not think we
are oin to do it the way you are recommending.

Mr. MITCHELL. Well, that is true, what you said, Senator Fannin,
but before you came in I made the point that in all of these things
we say about what is causing the increase in welfare rolls we have
to be sure that we can prove it statistically, and if we prove it statistic-
ally, then determine how much of this is causing an increase in the
welfare rolls. For example, who could say that the fact that a person
has 11 children instead of seven is a reason why the welfare roll costs
jumped $5 million? That may be true but we have not as yet, to my
knowledge, developed any statistics which support, which would sup-
port that point. And I said, too, that it seems to me it makes it far
more difficult to do what you and I want to do, which is put people
on their feet, if we identify these recipients as so profligate, and so
unrestrained that they wind up with children on a kind of a pro.
auction line, because that makes them get the kind of image which
causes people to say, "Well, why spend money for them "

Senator FANNIN. I do not want to say why spend money for them,
but I do want to know why we almost encourage that to happen.

Mr. MrrcHL.m I do not know that it is done. So far as I know the
welfare agencies dispense information about birth control. I was a
little, I am a little old-fashioned, and I was a little bit shocked to
go into an institution that I have some connection with which was
the last place I would expect to see this, to see advertisements about
birth control and abortions and things of that sort, which had been
put there by welfare and city agencies. Well, I say that merely to
indicate I am sure that kind of information is being disseminated,
and in my judgment that is the only way we axe going to come to
grips with the problem of excessive birth, if you call it that, although
I hasten to say I would not consider the birih of any child excessive.
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Senator FANNIN. No, but sometimes it is regrettable at times. We
know that.

Mr. MITCHELL. Well, only God knows that, really.
Senator FANNIN. Well, of course, I do not mean it from the sense

you are talking about. I am talking about the child suffers by -being
brought into a family of 10 or 11 where the family cannot support
the child and not -take proper care of it, including welfare, and it is
still a problem of taking care of 11 children.

I am not one who should judge who should have a family.
Mr. MrTrcipLL. Well, you see, I think you cannot have it both ways

in this country. We cannot say we want children to take, to read the
Bible in schools or take an oath of allegiance to the flag, and things
of that sort without carrying through to its ultimate conclusion the
principles for which those things stand, and the Bible stands for the
right of man to be born, and the Constitution and the flag stand for
the right of people to determine how many children they are going
to have.

While I heartily agree that we ought to make information available
which will enable those who want to use it to control the size of their
family, I do not think we ought to make it as a condition of receiving
assistance.

Senator FANNIN. I do not think there is any document that stresses
more the attitude of work and the requirement for work more so than
the Bible.

Mr. MIrJTCELL. You are s6 right, and I think, Senator Fannin, that
we underestimate the potential of people who want to work.

Now it just happens when the Atomic Energy Commission was
building the plant down at Aiken and Augusta in South Carolina some
years ago, I was down there and we were talking with the companies
about who would work in that plant. This is atomic energy. We thought
this had to be some high-powered workers of one kind or another. The
people who were building that plant said, "All we need to have are
people who know how to operate a tractor. If they know anything
about machinery we can train them to work in this plant."

I think we just do not understand how many people really would
love to be able to work but cannot find a job. I do not know how we
can get that breakdown between the people looking for work and
jobs that are available, but I do not think we have scratched the surface.

Senator FANNIN. Of course, there are many jobs. I have neighbors,
friends, I know my own wife has problems getting domestic help, it
has been a continuous problem. It is here in Washington, it is in my
State, so I just feel that we are not, somewhere or other we are not
getting the two together.

I thank you very much.
Mr. MrcHELnL. One thing, I think we are not paying people what

they ought to be paid for work, and then where you have the really
good jobs, as I am sure you must have, that shows that word does not
get to people who would be worthy of it.

I am rapidly reaching the point, Senator Fannin, where I think in
this country, unfoitunately, there are some people who just do -not
want poor people to have a decent wage. It happens my youngest
brother is a Member of the other body, and a member of the Banking
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and , -rency Committee. He got, with the help of Republicans and
Demornts, an amendment to the wage legislation which said that the
wage control would not apply to those people who were working below
the poverty level because obviously, if we could raise them that would
be a good thing. But that amendment is not being carried out at this
time though it is the law, and apparently the reason is, there are some
people who just do not want to pay the poorer folks the wage that even
the law says they should get.

Senator FANNIN. Well, of course, naturally there are people who
:want to hire at the lowest wages, I grant you that, but I think most
businessmen, they are wise to take a person on the basis of production,
and I think that is the basis on which successful operations are
brought forward.

Well, thank you.
Mr. MITC[ELL. Thank you.
The CHAIRMAN. Do you have any questions, Senator Hansen?
Senator HANSEN. Mr. Mitchell, would you think it would be helpful

to have a better means of identifying all welfare recipients than we
presently have ?

Mr. ITCHELL. Well, I think if you have adequate safeguards of
privacy , I think Senator Ribicoff or Governor Rockefeller mentioned
that in one of these programs there is a social security number which
goes on the welfare recipient's record, and I do not know what the
purpose was, but I think it was for the purpose of, for example, look-
ing for a father who might not be taking care of his children; well,
that seems to me a rational and reasonable request. It is just like ask-
ing somebody for his address or where he was born.

Where I would draw the line is in the case which was mentioned
today where some official of the State of Arkansas said that if he could
just get access to the information that was available to the welfare
people, he would be able to cut down the relief rolls.

Well, that, in my judgment, would be a horrible development in our
country because there are plenty of people who would be delighted
get that kind of information for the purpose of driving people off of
welfare, not for the purpose of unearthing chiselers.

Also, I think- .
Senator H'ANSEN. I do not know that I understand exactly what you

mean by this.
Mr. MITCHELL. I do not think you were here when that came up

this morning.
Senator IA;szN. No; I heard some of it-as a matter of fact I

think I may have referred to the county attorney from Arkansas who
was speaking about--

Mr. MITCHE.LL. Was it you?
Senator HANS N (contAnuing). Who was speaking about the lack

of cooperation on the part of the Federal agency, HEW specifically,
as I recall. He said that, as a matter of fact I think what he testifeto was that by virtue of regulations long ago adopted, HEW just
adamantly refused to make any information available, and I think his
interest was in trying to trace fathers who deserted families.

Now, when I said-I did not understand what you meant, I am not
clear in which way you think that such information made available
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to appropriate officials would be used to keep people from applying
for welfare. Maybe I misunderstood you.

Mr. MITCHELL. I said it would be used to drive people off welfare
rolls. Unhappily, when a man is elected to public office, sometimes the
lure of a headline gets him to act in a way th at is really not in keeping,
with his oath of office or public need, and I would predict that if
people like that, the gentleman that you mentioned, had access to
welfare rolls, quite likely they would use it in such a fashion as to
embarrass recipients so that they would be glad to get off welfare even
though they were in fact in need and that is why I would say I do not
think you should make that kind of information available.

Senator HANsiz. Well, I guess if I understand ou correctly, we
may not see eye to eye every bit of that problem. I would take the
view that a father who deserts his family ought to have to share the
responsibility. I do not think it is fair at all for a husband, simply
because it seems to be easier for him to pack up and leave to go off and
abandon his wife and leave her with the responsibility of seeing they
get welfare and that they are taken care of. I happen to think that
they ought to be traced down, and in Wyoming we have been trying
to do this.

Mr. MITCHELL. I agree.
Senator HANSEN. I might add, about 99 percent of them are all

white people.because I think we have fewer than one-half of 1 percent
blacks in Wyoming, so I am not injecting any racial bias in this at all.
It is just a case of--

Mr. MITCHELL. Unfortunately, no racial group has any monopoly
on philandering.

Senator HANsEN. I agree.
Mr. MITCHELL. But I would say I think, I am in agreement with

you because before you care in this time, I did say that anything
which would enable us to catch the fathers who escape their responsi-
bility, would be useful, but I also said that I could not for the life
of me understand why the prosecutors and other officials cannot do
that now, because the law certainly requires fathers to support their
children.

Senator HANSEN. I think the law is clear enough, but, unfortunately,
I gather from what their Mr. Weems, I believe it was, testified, indiM
coated, that 'he could not get any help -from HEW at all in order to help
trace down through whatever means, I suspect that most of these peo-
ple would have some social security numbers, and I would gather fhalt
that information would be helpful if a father were to go across a State
line, as oftentimes happens in my State, if the appropriate officials,--
and I do not mean to make this information indiscriminately available
at all, but if appropriate officials might be able to find out from social
security people if this person were employed outside of the State, it
would 'be quite helpful in getting some finger on him so you could see
that part of his salary goes to the support of his family. Would that
distuib you ?

Mr. MITOHELL. It does only for this reason. I have not read that leg-
islation recently, but I seem to recall that the agency would be pro-
hibited from giving out that information as a matter of law, and one
of the things I mentioned before you eAnme in was, I think that in the
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administration's bill, originally at least, there was a provision which
would try to meet that problem. It does seem to me that would be the
way to do it, and not violate the secrecy of the social security records,
which we have imposed for the protection of people for other reasons.

Senator HANSEN. Mr. Chairman, I am aware that there is a vote go.
ing on. Perhaps we should all go vote.

Mr. MITCHELL. Thank you.
The CHAIRMAN. Have you finished interrogating the witness
Senator HANSwN. I would just like to say your testimony has been-very helpful.vI. 1THuLL. Thank you.

Senator HRosw. AndI must say you're a vay excellent witness.
Mr. MiTOHELL. Thank you, Senator Hansen.
The CHAIRMAN. We will recess for 10 minutes while we vote, and

then we will reassemble here.
Mr. MITCHELL. Thank you, Mr. Chairman.
(Short recess.)
The prepared statement of Mr. Mitchell follows:)

PD ,WAB STATEMENT OF CLAENOE MITcHELL, DIuOOR Or THE WASHINOTON
BuaAu OF 'THE NATIONAL ASSOCIATION FOR THE ADVANCEMENT OF COLORED
PEOPLE

Mr. Chairman and Members of the Committee, I am Clarence Mitchell, director
of the Washington bureau of the National Association for the Advancement of
Colored People. Thank you for this opportunity to present testimony on H.I. 1,
proposed welfare reform legislation.

The following four points are the major thrust of the NAACP's resolution on
welfare reform.

1. Elimination of categories and establishment of a unified federally admin.
istered and federally financed system based, solely on need (the job rights of
state and city employees should be fully protected during the transition from
State to Federal administration).
2, Benefit levels:
a. Minimum benefits for Individuals and families beginning at the government-

defined poverty level, with appropriate adjustments to meet variations in the
cost of living;

b. Federal supplements to assure that benefits are maintained at least up
to present assistance levels.
8. Protections as to both suitability and wage standards on all job or tfain.

ing programs. Wage rates should equal the federal or state minimum or the
prevailing rate, whichever is higher.

4. Exemption of mothers of pre-school and school-age children from all job or
training requirements; estabUshmext of day care centers with adequate stand.
arda and other supplementary services to enable mothers who choose to accept
employment to do so.

We are also concerned about the need to give adequate safeguards to the
job rights of individuals who are currently-employed in welfare programs.

At present, large unemployment is one of the principal reasons why train.
ing of welfare recipients, without at the same time creating new job opportu-
nities, would be meaningless. On the other hand, even during periods of full
employment there are some persons who would have great difficulty in obtain
ing or holding jobs in private industry. A careful program of matching indi-
viduals to Jobs in the public sector or in non-profit organizations would have un-
told value in our country. In this respect, we could receive very valuable guid-
ance from" our experience in the anti-poverty program and other types of job
creating efforts that we have made in recent years.

[The NAACP stresses the need for strengthening regulations that would pro.
hibit the forcing of welfare recipients to accept employment that does not pay
fair wages or to work under conditions that would be hazardous to health and
safety.] We are also opposed to any requirement that mothers be required to
work as a condition of receiving aid.
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We urge that the training and work programs for mothers must be entirely
voluntary. The NAACP believes that mothers themselves are the best judges of
whether or not they can be out of the home and the decision to work ooght
to be left entirely to them.

It is absolutely essential that adequate day care facilities be provided lb
those instances where mothers choose to accept employment but need places
to leave their children while they are on the Job. If we are to be realistic about
day care centers we must make provisions for adequate trained personnel to
handle such centers, whether they are under public or private auspices. We
must establish minimum standards of health and safety in such centers. As a
praotcal matter, this means we must be prepared to spend money for electrical
wiring that will not be a fire hazard, for plumbing facilities that will be suit.
able for children, for kitchen facilities, sleeping arrangements and all. of the
incidentals that make it possible for children to have a healthy constructive en.
vironment when they are in such centers. These suggestions are based on the
practical observations that we have made in many parts of the country. There
are many good intentions in private institutions when they are called upon
to provide day care, but local politics and penny pinching attitudes on the part
of those who control the purse strings very often frustrate those who desire to
help.

Although welfare reform will undoubtedly have the effect of raising stand.
ards in some parts of the country, we must make certain that it does not lower
the standards in those areas where systems of aid are designed to meet the
actual needs of those who receive public assistance. It is a fact that many
of the important programs designed to help the poor are not reaching those
in need,

The CHARMAN. Next we will hear from Mr. Carl C. McCraven,
chairman of the Southern Area Conference Health Committee oi
the National Association for the Advancement of Colored People.

Mr. McCraven does not answer his name. Then we will call the next
witness, Mr. Theodore C. Wenzl, president of the New York State
Civil Service Employees Association.

STATEMENT OF THEODORE 0. WENZL, PRESIDENT, NEW YORK
STATE CIVIL SERVICE EMPLOYEES ASSOCIATION

Mr. WENZL. Senator Long, Senator Fannin, I am very grateful
to you, and I appreciate this opportunity of your allowing me to appear
before your Senate Finance Uommitee. I know the hour is getting very
late. Others, representing the labor employee aspects of the carrying
out of whatever programs may develop in the Congress, have already
spoken. I do not care to be repetitious on that point.

You have a copy of my text, and I beg of you to allow me to speak
ver briefly, perhaps off the cuf at the top of my head, and that would
suffice so far as I am concerned if you are agreeable.

The CHAMMAN. We will print your entire statement, of course.
Mr. WENZL. The aspect of the social programs, and if funding

being big business is basic to the considerations, I wish to present to
you. This is one of the largest businesses in this Nation, and there
are many, many thousands of employees engaged in the administration
and the execution of the policies and performing the work functions
required in moving the programs forward in terms of whatever funds
are available and whatever objectives are to be hopefully-attained.• Now, there is a large segment of professional employees and para-
professionals who are the key elements in what I refer to as the labor
employee aspects of the successful carrying out of programs of this
magmtude and complexity.



Now2 the developments related to H.R. 1 and concepts of separation
of services get into the simple thin gof drastic change.

Now at this juncture, -cannothelp but reflect upon some words of
Eric Hioffer the west coast man who developed himself independently
in quite an interesting manner. He mentioned in one of his writings
wit regard to change about the migrant laborers who did nothing but
pick peas up and down the west coast, but this particular group at one
time found themselves in a situation where they were required to pick
beans, so just changing from peas to beans was such an emotionally
upsetting thing that these men were practically beside themselves.

Now, you relate that lust that sigle element of people accustomed to
doing things and working on a particular object in a certain way and
then moving it in its simplest terms, now relate that to H.R. 1 and
separation of services, wit-h a large group of professionally sensitive
people dedicated people, and you really have a nice problem that
should not be overlooked, in my view.

In New York State, I witnessed amongst this group of people con-
siderable confusion, and that is putting it mildly, frustration and,
frankly, morale is at a very low ebb at this time among the personnel.
These people can make or break the program.

In my view, no matter how well the policies, no matter how much
mpney , no matter how you go about it, if the careful consideration of
this element is overlooked, the program could just go down the drain,
and it is too bad.

There is a tendency to overlook this because it is lacking in the
glamor, the substance, the policy, the objectives are overriding, and
we overlook the hands that are supposed to arry out the program and
the policies.

These people at the moment in New York State complain about
nonparticipation, this is a very important thing. to have employee
participation in the development, wherever there. is change o this
nature, and the very fact they do not participate causes an obstacle
that is very critical right at the outset.,
'They must have better information better communication, time to

really get into dialog and understanding so that they may be com-
fortable in this, the new seeing and the new directions in which the
work they are supposed to do may move forward.

Some, for instances, in separating the funding or the money aspects
from the social service work into two different groupings, well, who
are these people I Which ones are going to move from one part of the
program to the other?

Some of those who will be moved into the administrative financing,
wilR they become F deral employees or quasi-Federal I Do the become
new employees? Is there any portability here ? Do I lose all the equity
I have in my working years because of this administrative move or
decision?

This is very important to human beings whose lifework has been
in this field, and until some time they know that all of these elements
and their expertise and protections are guaranteed, this program is
going to have insurmountable obstacles.

You have many of them with re ard to the substance, .but in the
discussion of the program, if you adl these on top of it, you really are
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asking for a peck of trouble. And I see it developing in New York
State. The people just are -beside themselves, and- to get a program
of this magnitude and size underway with that type of moral right
facing you, you have a real situation that requires careful attention.An, briefly, those are the keypointe that I wish to present very
informally, as that is about al' them is to my presentation in its
simplest form.

The CHAIRMAN. Thank you very much, sir. I have read your pre.
pared statement as well.

Mr. WEINZL. Yes, sir.
The CHaXRmA, Any questions?
Senator ANNiN. Just one question, Mr. Wenzl.
I realize that there is a state of flux now in many people wondering

what is going to happen. Of course, so far as this committee is con-
cerned, I think the preponderance of viewpoint would be that we
wpuld retain at the State level the administration of the program. I
mean that is what I think we would like to do, and not have the Federal
employees all take over the State jobs.

So Ido not think that that-that may.not become a serious factor,
but I do think we have to realize that we have a great challenge before
us today, more than we have had for many, many years or perhaps
ever, and that is from other countries of the world. The competitive
challenge we have must be taken into consideration in all types of
work, even servicing jobs, jobs that are not basic production jobs.

The basic production jobs are already having great difficulty, but
that is also going to cause additional difficulties in the servicing jobs.

Now you realize that we are having jobs transferred overseas, tre-
mendous imports into this country. Wlen you realize that, you take
most any product you want, for instance, home radios, 90 percent
of them being imported; automobiles rapidly becoming a tremend-ous factor, this is a very serious problem.

So when you talk about what is happening, and what we are going
to need to do, we have to really realize the changing times that face us.

Do you think the people are aware of that?
Mr. WENZL. Yes, but that is a little, if you will pardon me, remote

from the point I wish to make.
The parameters of what I am discussing involve just State employees

in New York State and local government employees who are involved
in the success of the operations of the social welfare programs and
requirements, and this whole change about in separation services, and
I am interested in the success o . this program, whatever it may
ultimately turn out to be, and not merely the job protection for them.
They are there, they have the expertise, this is a resource-

Senator FANNIN. Yes.
Mr. WENZL (continuing). Item and it should not be neglected and

overlooked.
Senator FANNIN. I am not saying it is. You are saying it is remote;

it is not remote, it is directly connected because if we do not have rev-
enue, we do not have tax revenue, if wo do not have basic industry in
this country, we will not be able to t inie care of those Jobs that you
are talking about.

Mr. WRIZ. I think that ig t rit'.
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Senator FANNIN. I think the people of this Nation must realize there
are some sacrifices going to be necessary, and I talk about self-disci-
pline, I think there is going to be, needs to be, self-discipline and we
are not going to have this rosy picture we have been facing in the past
few years.

Mr. WENZL.Maybe I could say it this way: If attention is given as to
what I am trying to say, it WiT1 help make the best use of the funds
available.

Let's not have further wasting as was brought out, whether we agree
with it or not, during the day, that I heard here.

Senator FANNIN. Yes.
Mr. WEIZL. So I am saying that if attention is given to this and if

it is carefully worked out, we will be husbanding and marshaling our
forces more efficiently which is a plus in terms of your concern.

Senator FANNIN. Which we all favor. But I think, too, that the
people you are talking about, that you really are being so concerned,
and perhaps disappointed in what they hear, but I do not think that
what I am trying to say is I feel there is a good chance that they will
not be replaced on their jobs, that there is a good chance that we will
give the administration at the State and local level and not with Fed-
eral jobs.

Mr. WEINZL. You see you have the whole bureaucracy, this whole
most complex thing, and you have just one individual thing.

Then there is a State concern, it is a communication thing, and the
State will say, well, the Federal Government-and there we go and
here is the lonely individual trying to do a job, trying to deliver, and
that is what I am saying.

Senator FAN.IN. I understand what you are saying, but I think it is
a-much more serious problem than you realize.

Mr. WENZL. Oh, well, good. I am glad to hear you say that.
If you look at it more seriously than I do, I am very pleased about

that.
Senator FANNIN. We look at it differently, but I think I look at it

more seriously, es
Mr. WEI . Very good, I have no quarrel with your point of view

there, Senator.
The CUAIRKA:T. Thank you very much.
Mr. W.NzT4. Thank you.
(The prepared statement of Mr. Wenzl follows:)

SJTATY.YNT or TMODoi C. WzNZL, ox BsHAL Or Tut Nsw Youx STATE. Crvm

SERVICm EMPLOYEES ASSOCIATION, INC.

INTRODUCTION

First, I wish to thank the Senate Finance Committee for this opportunity to
testify in behalf of the New York State Civil Service Employees Association
with regard to its position on H.R. 1.

CSEA has always recognized the need for better legislation designed to im-
prove and motivate the welfare recipient from the status of dependency on
welfare to that of providing welfare recipients an opportunity to work towards
self-support and to become a constructive part of the American mainstream of
labor. The current public opinion regarding the prohibitive expenses towards
supporting the costs of welfare, and the State's overburdened budgets needed
to support these high costs, blends with CSEA's recognition of the need for land-
mark legislation aimed at the much needed reforms as embodied in the concepts
of H.R. 1.
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OSEA PARTICIPATION IN NEW YORK STATE

CSEA represents over 200,000 State and Local Government employees. This
Association speaks for a large cross section of members who are employed-in the
State and Local Government Social Services Departments. In fact, the whole
gamut of employees from File Clerk to Case Work Supervisor is represented by
CSEA. New York State has implemented the "Separation of Services" on a state-
wide basis for almost a year. During this time anxieties and tensions have de-
veloped in many forms among the employees. As a result of this condition, I bad
directed that a Special Ad-Hoc Committee for Social Services regarding the
"Separation of Services" be established to seek out the problems encountered
in the implementation of the program, and to resolve the many problems that
have confronted the Social Service employees.

Based upon the tremendous feedback of Information to this Committee which
is on a statewide basis, CSEA finds itself to be in the unique position of feeling
the full effects of the implementation of the "Separation of Services" and thereby
feel qualified to comment on H.R. 1. from a statewide viewpoint.

PROBLEMS ENCOUNTERED BY CSEA

Feedback shows a vital concern by all segments of Social Service employees
who are directly affected by the impact of HR, 1. It has come to light that:

1. There are justifiable anxieties over the employee's job protection.
2. Much frustration has been generated from all employees involved in Social

Services who were directed to carry out this program,
8. There has been a creation of much confusion bordering at times on utter

chaos.
4. Morale among the Professional and Non-Professional in the New York State

Department of Social Services has deteriorated alarmingly.
. Detailed analyses indicated that the anxieties, frustrations, and low morale

together have come about because of an absence of guidelines and standards at.
tending the implementation of the Federal program. On this point the difficulties
appear to be lack of effective and continuing communication between the Federal
and State governments. Employees who are directly responsible for the imple.
mentation of this plan suggest that the Federal Government establish a transi-
tion period, and there is a need for more detailed planning and programming
to be set forth by the Federal Government with regard to the establishment
of uniform guidelines and standards, in order to effectuate a better and smoother
transition.

This transition should serve as an adjustment period whereby the State and
its employees aiv allowed the opportunity to review the objectives, guidelines,
and standards set forth by the Federal Government, as well as an opportunity
for such directly involved employees to respond and comment on the Implementa-
tion of H.R, 1. It has been the experience of OSEA that staff participation in
planning and reviewing new programs is not only practical, but essential.

As a result of the difficulties being experienced in the implementation of the
"Separation of Services", CSEA's Ad-Hoc Committee arranged to meet with
management representatives of the New York State Department of Social Serv-
iceA Through these meetings, CSEA became more aware of the underlying pbl-
losophy and intent of the program. Acting as a conduit, our committee then
worked toward providing information to the Local Government Social Service
Employees.

Subsequent to our meeting with the departmental representatives, CSEA then,
met with various representatives of the New York State Department of 0ivil'
Service to explore the possible conflict between the proposed new staffing pattern
and existing job security as provided by statute. Through these meetings a foro
mula for implementation of the Welfare Examiner Career Lidder was agreed to
between CSEA and those responsible for the administration of our many ton-
tracts with local agencies and the application of Civil Service Law.

Our final effort toward establishing better lines of communication led is to
a meeting with the Executive Committee of the New York State Social Service
Commissioners Association, As a result of these meetings, both the employer and
the employees of the local departments gained a better understa of the
flexibility provided for implementation of the "Separation."

Our efforts in representing our members led us finally to testifying, by Invita-,
-tion, before the New York State Commisston to Revise the Social Service Law.
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During the three hearings held at all corners of New York State, many of
the problems regarding implementation were attested to by those invited to
participate.

In its report to the Legislature, the Commission has made several recommenda.
tons that, we think, will assist in "Separation" and nake ready those agencies
and their employees for an effective Federal take over of the Income Mainte-
nance responsibilities now administered as part of the New York State Social
Service program. Our efforts, we feel, have eliminated, In most Instances, the
confusion that has troubled the career employee which has obviously affected
his ability to go forward in an effort to make the "Separation of Services"
possible.

PRIMARY CONCERN--ONTINUED EMPLOYMENT FOR STATE AND LOOAL GOVERNMENT
EMPLOYEES

As head of New York State's largest public union, I cannot stress, too strongly,
CSEA's concern that continued employment for State and Local Government
employees now doing Social Services work is of the highest priority. CSEA ad-
heres to and in all probability, is in full support of the Riblcoff-Bennett Amend-
ment which is directed towards preserving employment of all incumbent State-
Local employees in many cases as Federal employees.

The consideration of continued Job protection and maintenance of the merit
system, as we in New York State know it, have caused much Of the anxiety to be
reduced, in most Instances, to non-existent.

The primary purpose of CSE,4 has always been the protection of its member#
and Job security in the interest of adequate and proper service to society.

CSEA SUPPORTS THE POSITION OF THE NEW YORK STATE DEPARTMENT OF
SOCIAL SERVICES

As referred to previously, CSEA has met with representatives of the New York
State Department of Social Services. At several of those meetings, the New York
State Department's position regarding H.R. 1 was discussed. I

Based on the explanations provided to our Committee, CSEA, as the organiza-
tion representing the employees of the local administering agencies, support
fully the comments presented to your Committee by the representatives of the
New York State Department of Social Services. The continuance of funding re-
quested by New York representatives are absolutely necessary during the period
of implementation and without this full funding, we feel many of the problems
encountered at the beginning will continue to adversely affect the implementation
of the total program.

The COiuIRMAX. Next we will hear from Mrs. Jean M. Whittet, di-
rector of the national board, YWCA.

Is she here ? She does not answer.
Then we will call for Mrs. Elaine McLean, vice president of Wash.

ington State Welfare Rights Organization.
Senator Bmzxrm'r. Mrs. McIean I have read your statement and it

is fascinating and I am sorry all oi the members of the committee are
not here to whom you address yourself.

STATEMENT OP MRS. ELAINE MoLEAN, VICE PRESIDENT, WASH.
! INGTON STATE WELFARE RIGHTS ORGANIZATION

Mrs. McLEAw. I am sorry, too, Senator Bennett.
"I had really intended to read my statement, and I still will, if you

would like to do that, or in view of the time, since I know that most of
you have read the statement--

The CH.AMIMAN. Why do you not just submit your statement and I
will Urge the other Senators to read what you have to say with regard
to their views. I think it is a very interesting statement and you have
been most patient to sit through ail these hearings up to now. 46
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Mrs. McLEAN. Well, I intend to stay for the rest.
Senator BENNE&TT. I think you had better tell the members of the

committee that they had better read that statement because their names
are in it.

Mrs. MCUAN. I would *ust like to sort of chat with you and answer
any questions you might Rsve and talk a little bit about some of the
experiences that I have had, over the last few months--I think more
than anything anyway. t

I guess most of all, I wanted you to know why we went on welfare 5
years ago.

As you can see from my testimony, I have had a lot of Jobs in a
lot of places and I have done a lot of different things, and having been
raised with more money, I had a certain kind of background, and I
have a certain respect for humanity, and for people, and, to try to be
a very good mother to my children.

I certainly did not want all those children, but at that point in time
and at my age, birth control methods were not always available to me
and for a variety of reasons, and sometimes it was winter and we
were out of work.

When I was a telephone operator, I worked a lot of evenings so my
husband could be with the children, and I worked a lot of nights so
that I could be with them during the day to prepare meals.

Over the years I began to have problems with my throat, and with
the rest of my body, and so I have had seven major surgeries, I have
had two major illnesses. It has been very difficult these last few years
to try to understand some of the things that have been going on.

My husband was born handicapped, and he has had a lot of prob.
lems all his life. He always has done manual work. He works in the
potato fields in Idaho, Senator Jordan. He worked in Yellowstone
Park and wrangled dudes. and chopped wood.

He tried to find a job in Salt Lake and found that it was very
difficult for a non-Mormon to do that. He did not ever get to Louisiana,
Senator Long. People generally did not want to hire him. But he
tried very hard an he kept being injured. He was injured in the
mines, he was in an explosion, he fell off the top of a hot asphalt tank
in Alaska. The company did not have insurance, and so that winter
I was in the hospital and he was sick and the kids were sick, and we
had sold everything that we could sell, and we had hooked everything
we could hock and we had borrowed everything that we could bor-
row, and we did not have any heat in the house and we were then
living in Anchorage, Alaska.

So finally, it came down to we did not have any choice but to go on
welfare. So we did, and we have been trying to ,get off ever since.

He has been four times in vocational rehaIbhtation training pro-
grams and four times they have trained him for things he cannot do,
and we are now separated, partly because I need to be sure in my
own mind that they can take care of themselves and partly because I
feel so strongly about what is happening in the country.

It has been amazing to me to talk to groups like the Junior League
that I had never had any previous contact with and know that they,
too, feel just as strongly about welfare and some of the things that I
was concerned about. We have even got city council chambers to talk
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about welfare reform in a couple of cities; that has been really amaz-
ina, the kind of interest in those communities that we have had.

We did a workshop on just how do you talk about welfare reform
in Wisconsin.

I guess what I would really want to do, if it was possible, is to get
a lot of these people who have very real concerns, just as real as yours
and mine, an try to write a bill that would be better for people, that
would satisfy the needs of some of those people.

I am very concerned, about the children, my children and a lot of
others. The'last thing I want is for them to be on welfare, and I hear
that most often from mothers, young mothers. I have been in Head-
start and that is where I was trained to evaluate programs and I see
what is happening to some of those children.

My little girl can read and trite and type and she is only 6, and
my 16-year-old is in col-lege calculus, in his 9th year Spanish, I do
not want to see them live the same kind of life that we have lived, but
I do not know how to prevent that.

I have some ideas, but I would like to see citizens more involved in
their government.

Yogu know a lot of us feel that kind of responsibility, and I think
we could do it. I did not know how to lobby when I started so a lot
of times down in Olympia what I would do, (I got into all four
caucuses the first week of the session which was somewhat of a coup, I
understand.) And so they knew me, but I did not know all of them,
and so I just wore the same clothes every day and stood by the elevator,
and they knew me, and that was all that was really necessary. But it
sort of proved to me that there is more than just one way to get into
a session.

I really have come to respect all of you gentlemen here. I know how
very hard you are all trying to understand, how hard you listen. I am
very concerned about the people who do not come to the hearings,
though. How are they going to know what we all said. I guess that
bothers me, too.

Sometimes I felt here like it is a case of, thou shalt love your brother
but only if the Bureau of the Budget says we can afford it. I guess I
would really like to find some other kind of work to do, too, because
I would like to do away with welfare. I think it is a bad thing. 1
think it is a bad thing for the people who are on it and I think it is
a bad thing for the country. I know what it has done to our family,
and I would not wish it on anybody.

I guess the only other things I really wanted to say were, if you take
people on the basis of production, Senator Fannin, I guess maybe we-
ought to look at the Congress, too, and State governments and a lot
of other things. I think we almost need a complete overhaul when it o

comes to paying people to do things that they do not do.
I know in the case of some of the poverty programs, that is one of my

mayor criticisms..

am also concerned about some of the terms that are used, like
culturally deprived. I would submit we are only culturally different
and that really bothers me, and so, to close this sort of informal
statement on H.R. 1, I guess my biggest problem is, the big print
giveth and the fine print taketh away.
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So if you have any questions I would be delighted to answer.
Senator Bw Nm'r. Mrs. Mdeen, the chairman has been called away.

I understand my friends on the other side of the aisle have some party
obligations this evening, and so the Democrats have all left us.

I think your full statement, backed up by whatyou have told us
today, is one of the most interesting and most significant bite of testi.
mony we have had, and I have been interestedthat you have been
sitting here probably more often and through more hours than we have
been able to sit here. That makes your statement all the more signifi-
cant because you have talked to us from the point of view of a, person
not only who has been on welfr but who -has been sitting through
these hearings, and Ttten a feel for the problem we have in trying to
dig our way through the great mass of differing opinions and the
seriousness of the whole problem, which is not simple in itself.

I am sure we are not going to write the perfect welfare bill, but I
am equally sure that the majority of the members of this committee
hope to write a bill which will produce a better welfare system than we
have had and I am delighted that you have been patient with us and
that you have been willing to share your point of view with us.

Do you have any further comments I
Senator JORDAN. Yes; I do.
I want to say to Mri. McLean that you have made a very impressive

statement because you speak from your own experience and speak
from your heart. This is the kind of testimony that we rarely g be-
cause particularly people have not experienced what they are talking
about.

Mrs. MCLmAN. I do know that.
Senator JORDAN. And your conviction and your statement.
I would like to ask you, Tom Vail of the staff sugg that I do,

what job tra'inig your husband had for four jobs, Ibelieve you said,
and tell us about that briefly, if you will for the record. I would like
to have it in the record.

Mrs. MoLoN. I would be delighted to tell you about that but I
would also hastily add that he does not like me to use him as an exam-
ple, and so, though I would be deli hted to share it with the om
mittee, I am not at all sure that I woull want it included in the record

Senator JoRDAN. All right.
You have told the staff and if you do not wish it in the record, it

will not go in the record and I shall not press you any further on it
Mrs. MoLrAN. Well, I would be glad to tell you.
Senator BENNm'. At this point if you would like to tell the oom-

mittee, we could go off the record. There are a dozen people in the audi-
ence if that bothers you.

Mrm McLuN. No; that does not bother me.
Senator BENN=TT. Let's go off the record.
(Off the record.)
Mrs. McLPAN. That is why I am so concerned about H.R. 1, because

so many people-
Senator BENNETr. I think, unless you have some questions, Senator

Fannin--
Senator FANNiN. Thank you, Mr. Chairman.
Mrs. McLean, certainly you have made a very fine statement and

have been very frank, and I realize your sincerity and certainly I have



no quarrel at all with what you have said about the programs we have
because I have seen them in my own State and I have been trying to
get them rectified.

We have a chance to train people for jobs that are available and
still the Department of Labor has precluded us from doing so and I
feel that your husband, being willing to work and having the dis-
abilities that you speak about, that there should be a job available for
him, one that could be teaching others as you have stated, that he has
the ability to perform.

Mrs. McLEAN. You know I think we are really moving in that
direction in Washington. I have the greatest admiration and respect
for Governor Evans, and the fact that we are consolidating a lot of
our services out there, and trying to put things together that will be
meaningful for people, and in our Emergency Employment Act pro.
gram and our employment supplemental program in the various other
kinds of volunteer and work-related programs that we are getting to-
gether which is people-to-people kinds of operations, he has done a
magnicent job.

We have some political, philosophical differences, but he has done
more for the people of Washington than I have ever seen one other po-
litical figure ever do, for a whole bodyof people because he is concerned
about the State as a whole, and we are reducing the welfare rolls, we
are giving more money to the neediest people, a lot of what we do in
our organization in Washington State is to try to right some of the
wrongs that are happening.

Senator FANNIN.-Well, it has been very unfortunate that we have
had the high unemployment there because of the cancellation of the
SST, and whether we are for it or against it, it has been very un-
fortunate.

I was very much for the program, thinking it would help us in
manty, many ways, but that is not the point. I mean we face a condi-
tion there that has worked a great hardship on the people and, of
course, even people like your husband have less of a chance
of finding a job because there are so many out of work who are skilled
mechanics who are looking for work, so I certainly understand the
great problems you have and it is prevalent throughout the country.

What I have been trying to bring out during the time I was talking
about the subject I referred to about these jobs going overseas, the
corporations moving, I am talking about jobs leaving this country and
the imports that are coming in, and this is my tremendous concern be-
cause I do not like to see our jobs displaced by the import of goods to
the extent that we have had it.

I know that even in the State of Washington some of the work that
was formerly done in this country is not ben done in Japan, Taiwan,
Korea, and places like that; So do not misunderstand me, I really am
concerned about those jobs and their replacement because of some of
the circumstances that exist here we have been trying to correct.

But I do appreciate the opportunity of hearingfrom you and cer-
tainly - you have brought out a case where there ha being, i think, a
disservice, and we are trying to work out legislation that would take
care of these needs which certainly are indicated by what you have
been through, and still the people who are able-bodied and could
accept work and work is available for them, we want them to accept
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it and to work. We realize it will not always be at a wage rate they
like, but at the same time, I do not think we can continue on to have
our welfare rolls increase and increase by able-bodied people.

Mrs. McLEAN. Well, you see, I guess you really have to look at what
able-bodied means. To all outward appearances I suppose I look able-
bodied, but that is, just really not true.

Senator FANNIN. I am talking about able-bodied people that could
perform the work, and certainly I would not expect somebody who
was ill or disabled in any way to be subject to that requirement, but
I do feel that people, there are many, many people that I know, and
I have iven observed in my own city, that I feel should be required
to perform a service, that sometimes if they are going to receive wel-
fare, if they are going to receive money from the Federal Government.

Mrs. MCLEAN. Well, I can think ot so many people who do things,
like we have a lot of Spanish-speaking people in tie. State of Wash.
ington, and people who want to learn Spanish. We will many times
match up with someone who does not speak English and they trade
back and forth. I do not see why that could not be compensated in
some way.

Senator FANNIN. I agree.
Mrs. McLEAN. I have taught many, many women how to make

quilts, my grandmother taught me how to make bread, how to sew
curtains, how to do a lot of other things, and a lot of times I would
have rather been compensated for doing that than to go out of my
home and away from my children, have to take a job that really
deteriorated my health even further.

I have known for a long time that my health was bad. I guess that
is why I talked to Senator Talmadge about redefining work. I think
that this committee has made a start about redefining work. I guess I
think that there are a lot of jobs in the country that do not need
doing, and there are a lot of jobs in the country that do need doing,
and maybe we ought to look at some of those, too.

Senator FANNIN. Well, thank you very much. You have been veryhelpful.Senator BENNETT. Senator Hansen?

Senator HANSEN. ido not have any questions.
I would like simply to observe, Mr. Chairman, that while I regret

I was not here to hear all of your testimony, Mrs. McLean, I have
had a chance to peek at it, anA I must say it is most unusual, and I
thank you for it.

You made reference to having helped make quilts, blankets. I as
a youngster, I have done that. We used to clip the loopri and tie the
strings on either side. We had old quilting boards that I suppose many
people would not even know about.

My wife and my mother and my daughter all of them know how
to make bread and I think it is much better than bakery bread.

Mrs. McLEAN. One of the greatest satisfactions of my life was the
day I could finally say that everyone in my house slept under a home-
made quilt.

Senator HANSEN. Thank you very much for your testimony.
Senator BENNEp'i. Thank you very much.
(The prepared statement of Mrs. McLean follows:)
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PAREAzD STATEMENT OF ELAINE MCLEAN, VICE PRESIDENT WASHINGTON STATE
WELFARE RIGHTS

My name is Elaine McLean; I'm from Tacoma, Washington. Vice-President for
the Washington State Welfare Rights Organization-Low income member of
the National Children's Lobby formed out of the White House Conference on
children December 1970; National board member for the American Freedom
from Hungar Foundation and their Youth Board-Young World Development. I
have worked 10 years as a telephone operator and have my career appointment
with the Federal Government-and many other Jobs-setting pinstin a bowling
alley, waitress, in a laundry, a candy factory, a mortuary, a florist shop,
cleaning offices and motels, in the fields, bar maid, housewife, mother, Federal
evaluator, consultant and trainer and also as a volunteer whose work week
runs to a 100 hours or more. I'ye also been on welfare for 5 years and have 5
children-all of whom were born when we were making $10,000 to $20,000 a year.
I have a high school education. I am married-10 months before our first child
was born-and my husband is handicapped. I am a registered lobbiest and voter,
a precinct committee woman in the housing project I have lived-and I have done
virtually nothing else since the middle of June 107 but work on HR-1. I've not
even aeen those 5 children. So my interest is probably as great as your in what
goes on here.

I have been here every day taking notes and listening to all the testimony
and discussion. My interest here is to be able to gather and share information;
work on attitudes, ours and yours, and to talk about welfare reform, the problems
of the poor, the children, the political process and what it is to )e poor-in
this the richest country, in the world. I had not intended to testify, but I realized
that I represent a point of view that has not been represented here. So when
the opportunity presented itself for me to testify, I felt a certain responsibility.

Sitting here I feel as though I have gotten to know all of you, at least some.
what. Senator Bennett, I was born and raised in Utah. My family is Mormon
and many of them live in Utah. As a matter of fact, my mother lives in Salt Lake
and is on welfare. I would never ask you for more money for welfare, better
health care, more and better child care, clean air or no income housing or a
better environment because I don't know where we would get the money-also
being a realist I don't sit on the Senate Finance Committee and I don't decide.
I probably couldn't even lift the national budget, much less go through it and
take a million here and a million there and make sure that aU the people had
basic life support . . . besides that Is not my Job. What I would ask for is a
more egalitarian system for us all.

Senator Fannin-I, too, worry about the corporations moving out of the coun-
try and the fact that we all have a tendency to spend money we don't have. I
guess I felt a little like moving out of the country myself when I came to Wash-
ington, D.C. and began to see what really happens here. As Governor Evans
mentioned in his testimony on Tuesday there are ways to deal with problems and
still balance a budget. People on welfare do it everyday. If you would like some
help maybe we could arrange it.

Senator Curtis-I read your bill and your statement and in some respects I
agree with Roger Freeman and what he had to say. I was so impressed that
I made sure our Governor had those before lie came here. Even though I am
not convinced that the Federal. Government can do the Job-I am equally un-
convinced that the most States can do a better job. I have some ideas about what
might be an alternative.

Senator Talmadge-I have to admire your ingenuity I That was really a sur-
prise Christmas present you gave us all. But I can't help but wonder if that
was what you really wanted. Have you ever thought about redefining work as a
means of dealing with the problem? I wonder if any of us know how many
Jobs we are short In this country. You can't look at Just the unemployment figures
and think that they represent all the people who need Jobs. When or if we had
time I'd like to talk about that

Senator Nelson-I know your interests are manpower and child care but I
haven't heard you say much. I was in Wisconsin for a week before coming here
and the people there did not seem to know very much about HR-1. Which sort
of leads me to a question-Is there anyone in Congress that assumes or has the
responsibility for public education? I know you and your Staff try very hard,
and that we appreciate.
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Senator Byrd-I'd never really met a southern gentleman before and I can
understand why you said that you'd rather not have the witnesses yesterday
make personal attacks on members of the committee. I wonder if you all know
how hurt I've been by'some of the remarks that have been made here? If I
ever have the opportunity I would like to talk to you all about the people on
welfare I know who-working or not-can't make a "go" of it, who-Unite4 or
not-have somehow been made to feel that they are not worth anything.' Wlo--
deserving or not-would never Judge you, define your reality or your right to
live. I agree with Sec. Richardson when lie said that HR-1 was "revolutionary
and expensive." It 18 revolutionary because it establishes a lot of precedentswe
never had in this country--=precedent is a very interesting word-"something said
or done that may serve to authorize or Justify further words or acts of the same
or similar kind"-People who support this bill say it is a start in the right direc-
tion. Right is the direction O.K., but guess who you run into when you go for
enough right? The far left who are indeed revolutionary. And I wonder what that
step is? With the establishment a national master file, assigning social security
numbers to everyone, having all the cross computer checks and federal control
of eligibility? What I'd like to point out is that If it can be done with us-the
poor-maybe it can be done to you, too.

Senator Anderson-I'm sorry I have not been able to hear most of what you
have said, but I am sure that with your wisdom of 77 years a lot of this must
concern you.

Senator Ribicoff-I must say I admire your tenacity. Not many people have
your ability and agile mind. You must be in a very difficult position, and to
continue to push for welfare reform in the face of all those odds (and amend-
ments and bills, I would hastily add), must be an arduous task at best. I've been
in 21 states since the middle of September and spoken to all kinds of group*-
League of Women Voters, Junior League, Right Wing, Left Wing, Democrats,
Republicans, welfare rights, non-welfare. rights, non-recipients, non-eligibles,
churches, regional HOW- (where we Just got an $8,000 contract to establish an
advisory committee to the region), state legislative budget committee, VISTAs,
poverty crats, day care people, welfare workers, welfare administrators, state
administrations and so on and on down the line, for a total of over a 120 pre gta-
tions on welfare reform. It IS tough, no doubt about it-4ecause the one thing
I know is that everyone has their own idea of what welfare reform ehou.$$ oe
should not be. I'd like to talk Just a minute about pilot programs. I guess what
I mostly know is that when you start out on a pilot program-people goneryaul
decide ahead of time what they want to prove and then prove It. So I would be
a little careful of who decides what they want to prove and then who evaluates
the results. Now to the poverty programs: Just as I would hope that you would
not tax all welfare people with the same brush, I would hope that you would
NOT tar all so-called "Poverty type" programs with the same brush. Some are
good and some are not-Just as in the case of welfare recipients. No one will deny
that there are loafers and cheats on the welfare rolls Just as (fro*) my o*
servations here in D.C.) -there are loafers and cheats in Congress. It just spews
that there is a little difference--a difference in deflntion-If you will-din terms
of need and the size of the check. We don't want FAP. We don't need FAX,. If
you and President Nixon want it-you take It, live on it and let us know how it
was.

Senator Jordan-I spent a week In Boise just before Thanksgiving and i'n view
of my experience there I would take umbrage with the construction man,, . 

-.

and would caution you that all that glitters Is not gold. My husband Ueto be
a construction man so I speak with some authority on the subject. I do no d1s-
agree that private employers should be involved in work programs-i would only
want to remind you that if weknew how to make private employers hire pOple
Instead of lay them off-we would not be in the trouble we are In now in the
Northwest. I also can't help but wonder If you know that there i a builder in
Boise who makes over $70,000 a year-who has a mother on welfare?, yt e
way, he thinks that Is O.K. She wants to be independent.
. Senator Long-I really love you. You are so consistent and you've paved me
many pages of notetaking by being so. I'd gladly come and Iron your' hirts, (I
earned part of my family's living that way all one winter In Alaska.) Just to
meet the people you know and your neighbors. They sound very Intereting. I
came to these hearings prepared to dislike you, but I find that I canupt. Ay.
one who wants to spend 4 billion dollars for poor people cannot be all bad I- pes
I Just wlsli you knew some other poor people. I wish you knew why ml family
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went on welfare and just how many ways and how many times we tried to get
off. I wish you lived with, worked with and loved some of the people I do. You
might have another view. I can even understand your feelings about errant ft-
thers. I even object when I know of cases where the father is making $20,000 and
he doesn't pay child support. But these cases need individual attention, too, be-
cause if they don't have the money are you really willing to keep the family on
welfare and keep the father in jail at a cost of $4,000 a year? Incidently, f am not
on welfare now, and I am not employed-so I do not have a vested interest.

Senator Harris is to be commended for his efforts on behalf of the poor-
but as any lawyer should know-in our country the laws themselves are cause
for crime simply because they define certain things as criminal-also we should
keep in mind that people make the law and that these people are more than apt
to'dispenye a kind of class justice or legislation-rather than go into that whole
area I'd Just like to say there will be people here on Wriday that will talk about
legal issues and HR-I.

I don't mean to leave anyone out,',but my time is nearly up. I promise not to
quote any figures, HEW's or anyone else's, you must be as tired of that as I am.
I respect your opinions and the task you are faced with.

I'd like to close with a couple of thoughts. I find that I'm becoming very
philosophical in these, the last few months of my life.

The future-yours and mine-is made in the present. Many think it is made
by the planners and so on-talking about it, but this is not true. It is made by
the way people live and talk an( act today, and tomorrow and, the day after.
Many people in this country have become doubtful -about the future because they
are beginning to feel in their bones that it will be the same. So rather than be
blamed for that future mess they avoid'beinglild responsible and just as in the
case of HR-1, I can't help but think that you did not mean to give all that deci-
sion-making power to "The Secretary"-is this really to be legislation "by the
people" for "a the people," or is it to salve the wounds of a few, take care of
a few personal pet peeves and be agaitet millions of poor children who cannot
defend or be here to speak for themselves? While we are on the subject of "The
Secretary," let us talk just for a moment about demonstrated evidence.

What evidence do we have that bureaucrats make decisions or design pro.
grams that really help poor people?

Does HEW really meet the needs of all the people in the areas of Health,
Education and Welfare? I've really come to believe that HEW means Help
Eliminate Welfare I

What evidence do we have that DOL is meeting the needs of all the people in
the areas of Employment?

Does HUD meet the needs of all the people in housing and urban development?
What models exist to provide assurance? The Bureau of Indian Affairs? The

Atomic Energy Commission? The Defense Department?
I worry a lot about what wfi happen if this bill passes-because what I know

is that people wil live somehow. Things are so bad in the Northwest that when
drivers deliver food to the food banks they have to spray the people to keep them
off the trucks until they can be unloaded. We also get shiploads of rice from
Japan.

What about all the people who will not be eligible for welfare and who still
cannot find jobs? Don't you worry that what you are creating is a still lower-
lower class? Are you selling our bodies and souls and the future of our children
under the guise of saving a few dollars? It is not our fault that the economy is
in the shape that it is in-Our money goes back into the economy within 80 days.
We do not put our money in Swiss banks-it goes to landlords, to buy oil, Ameri-
can beef, to pay tithing, utilities, for medical care, soap and keep our kids io
school. Because for most of us the LAST thing we want is for our kids to end
up on' welfare,

I'm asking you as people that I have come to respect-to be thoughtful, re.
sponsible and humane. I love America-the land, the-people. My identity does
NOT depend on you, but whether or not we all survive.

I am not a bashful person. I w0lld-be delighted to discuss my life, my ideas, my
experience these past few years, this bill-to whatever extent it is necessary.

Senator BezNzrr. The committee will stand in recess until 10 o'clock
tomorrow morning.

(Whereupon, at 5:20 p.m., the committee recessed, to reconvene at
10 a.m., Friday, Feb. 4,1972.)
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h THE UNDER SECRETARY OF HEALTH. EDUCATION, AND WELFARE

WASHINGTON. D.C. 20201

February 9, 1972

Mr. Tom Vail
Chief Counsel
Committee on Finance
United States Senate
Washington, D. C. 20510

Dear Mr. Vail:

You requested reports on a number of income maintenance
experiments which Senator Ribicoff listed during Finance
Committee hearings on H.R. 1. I am pleased to provide
you with this information.

Not all of the studies mentioned are income maintenance
experiments. Denver, Colorado; Gary, Indiana; New Jersey;
and Seattle, Washington are income maintenance experiment
sites, while the projects for Atlanta, Georgia and Cook
County, Illinois have been designed to test administrative,
planning assumptions rather than income maintenance, and
the Vermont project has been focused on providing services%,
such as 4-C child care and manpower services. The Office
of Economic Opportunity has, in addition to the New Jersey
experiment, begun rural income maintenance demonstrations
in Iowa and North Carolina. -

With respect to any question of withholding information
from the Committee regarding these projects, I want to
assure you that neither this Department nor the Office of
Economic Opportunity has made any attempt to hide the fact
that such projects were underway or to ithholtd or deny
request for information about them. AS you know, the
Committee has heard testimony from Administration witnesses
on income maintenance demonstrations, and I understand that
staff level requests for information about the projects
have been filled without difficulty. It is certainly true
that final reports and conclusions have not been made
available yet, but the reason is simply that the analysis
of project data is not complete and no final conclusions

(G2)
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Page- 2 - Mr. Tom Vail

have been reached.

The Office of Economic Opportunity's New Jersey graduated
Work Experiment, in particular, has received wide public
notice and full reports on the status of the experiment
have been freely available for some time. I am enclosing
OEO's pamphlet ("Fwrther Preliminary Results ... ") on the
New Jersey experiment and two preliminary analyses of the
resulting data prepared by the Institute for Research on
Poverty. (TAB A)*

Enclosed at TAB B you will find a general background paper
concerning income maintenance tests which I believe provides
you with a broad overview of the subject. The status
report sections on Gary, Indiana and Denver/Seattle have
been recently updated, and those recent reports are also
under TAB B.

A more detailed description of the Vermont experiments is
included under TAB C. I have not included any further
material regarding the OEO rural experiments or the Illinois
and Georgia pilot planning projects because none of these
has progressed beyond the very preliminary stage generally
described here and in the background paper. No data analysis
has been done for the Iowa/North Carolina rural experiments.
The Illinois/Georgia pilot planning projects are currently
inactive, having only reached the talking stage between
Federal-and State and local officials. These latter
projects were expected to test administrative implementation,
focusing on such subjects as facilities and personnel.
After preliminary discussions we have found that our project
specifications were insufficiently detailed to permit
meaningful tests so we have now decided to suspend the
projects until we can develop more concrete planning
assumptions and specifications.

I should add about all of these studies that none is complete
and no findings are yet conclusive. You may be sure that
we are following all of them closely.

dcerSel ors,

Enclosures

*Tabs A, B, and C are made a part of the official files of the Coiu4tteeo
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1. THE NATURE OF INCOME MAINTENANCE EXPERIMENTATION

An income maintenance experiment is a project which seeks to pro-
vide information on the effects of a given financial "treatment" which
can be generalized not only tQ poplations other than the particular
one covered by the experiment, but also to variations in the treatment
itself. For example, an income maintenance experiment will seek not
only to show if the work effort or recipients will increase or decrease
given a certain standard and tax rate, but to develop a statistical de-
scription of this relation from which one can infer what the labor
force response will be to variations in the particular standard and tax
rate chosen. Similarly an experiment might focus on effects on the
birth rate which may occur as the cost ofchildren is changed by in-
come maintenance. The intent would be to show not just that the birth
rate did or didn't change but how much it would be expected to change
at various levels of payment.

To achieve this objective in an experiment an attempt is made to sim-
ulate laboratory conditions. Care is taken to gather adequate informa-
tion on a non-treatment group which would provide some control com-
parisons. Other characteristics of the subject and their environment are
continuously measured so that nonexperimental changes in the subjects'
responses attributable to differences in personal characteristics can be
isolated. Further, steps are taken to insure that the number of sub-
ject observations in both the group receiving the "treatment" and
those in the "non-treatment" group plus the range of variation in
variables of interest, are sufficiently large to allow the application of
the principles of statistical inference to determine the significancec"
of any observed differences in response. The importance of these con-
trols in the experimental situation is the following: they allow one to
draw conclusions with a far higher degree of confidence in the prob-
ability of those conclusions being correct.

The definition of an experimental project contrasts sharply with that
of a demonstration project in that the intent of a demonstration project
is simply to show that a particular "treatment" can be administered to
a given population and that, when it is, the status of this particular
population will be altered in some discernible fashion. No attempt is
made to control for the effect of nontreatment variables on the chosen
population so that no rigorous generalization of the results to other
populations or times, or to slightly altered treatment variables, is pos-
sible. A demonstration can be useful in terms of working out the "bugs"
in the administration of a particular program or in generating public
awareness or acceptance of such a program. An experiment on the other
hand is conceptually far more difficult and often more costly but it
yields more "powerful information." In short, an income maintenance
experiment seeks to provide information which will help the policy-
maker choose among the numerous options available to hiin by provid-
ing reliable estimates of the individual and social consequences of any
particular choice.

(G5)
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2. THE NEED FOR EXPERIMENTATION

The concept of Income Maintenance Experimentation had its origins
three or four years ago in the growing interest, both within govern-
ment and without, in the defects of our current welfare system and
the design of alternative methods of income supplementation.-Analy-
sis of the various alternatives most widely promoted-ranging from
universal children allowances to negative income taxes and wage sub-
sidies-quickly focused on the fact that there was little, if any, hard
data on behavioral responses to the various icentives, both favorable
and perverse, implicit in any of these schemes. Since many of these so-
called "induced" effects of income maintenance policy have potentially
huge fiscal or societal effects, it would seem that a sensible long-term
program of income maintenance reform would require a sound pro-
gram of research as its basis. Further, it appeared that given the
subtlety of individual behavioral responses to varying incentives,
it was impossible to accurately assess many of the most important po-
tential consequence of income maintenance reform either by extropo-
lation from static cross-sectional data or from information gathered
from the type of relatively uncontrolled demonstration projects pre-"
viously attempted. The idea of initiating carefully controllecLexper-
mental projects designed to yield statistically reliable data on sfatod
hypotheses was thus conceived.

Amongthe most important questions requiring exploration through
the experimental method are the following:

(a) How will proposed programs affect the incentive to work?
If standards are raised to the point where some persons on wel-
fare might be almost as well off as persons in unattractive low-
-paying jobs, will this encourage persons to drop out of the labor
force and go on public assistance? On the other hand. if more
liberal provisions are made for the retention of earned income
while still retaining part of-assistance payments, will soiie per-
sons currently on public assistance be encouraged to enter the
labor force or increase their work effort?

(b) What interactions will occur with manpower and work-
related programs and services including jobs creation and train-
ing, day care and transportation service,? Will the benefits
achieved through a combination of income maintenance and job-
related programs be "multiplicative" in the sense that they -will
be greater than what we would expect from adding together the
observed effects of each type of program operating alono.?,

(e) How will proposed. programs affect mobility-in particu-
lar, will it tend to accelerate, decelerate or reverse the cftrtent
rural-urban migration pattern ?

(d) Will family stability be enhanced by changesin income
maintenance policies and if so what types of plans and'vtiin-
tions within them will serve this purpose best? For instance, if
male-headed families are included in the program, will, this.A:elp
to reduce family break-ups and illegitimacy?

(e) Will certain types of programs produce an adverse effect
on family size-particularlv child-oriented allowance gystems'?

(f) Will demand for social services, both public and l)rivate,
be affected? Will the injection of additional money into a corn-
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munity of itself promote spontaneous development of private
medical, legal and educational services for government-provided
services; or will the latter still be required?(g.) Will consumption patterns change among low-income
families? How high must payments be before families will budget
significant amounts of money for more longrun investments in
the health, education and general well-being of their families'?

(.) What will be the general effects on the social and eco.
nomic life of a community, particularly a small community? Will
prices of goods and services change; will community cohesive-
ness be enhanced; will the location of businesses shift?

A parallel set of questions relates to how the same sort of policies
might impact differently on different population groups and different
areas-urban vR'. rural; white v8. non-white; female-headed families
vs. male-headed; aged v8. non-aged; persons in families v8. unrelated
individuals and childless couples.

It is clearly not possible to obtain reliable answers to all these
questions in a single experiment. At the same time, experiments are
costly.and difficult to design and implement. Consequently, the HEW-
OEO intention has been to try to keep the number of experiments, as
small as possible, limiting such projects to a series of well-controlled
anid carefully designed experiments each of which will be a necessary
and integral part of an overall research strategy. Thus each of tile
experiments discussed below focus on one or more issues of impor-
tance, these issues being determined both by their priority in policy
making and by their suitability for exploration through the experi-
mental[ method.

3. RELATIOXSIIIP OF TIE EXPERIMENTS TO TIIE FAMILY ASSISTANCE
PROGRAM

Each of the income maintenance experiments sponsored by HEW
and OEO test programs that are consistent with the basic concepts
of the Family Assistance Plan. That is, they test prograins providing
basio income allowances to families (including working poor fami-
fieS) through a work incentive structure (ie. a tax rate or reduction
iw benefits less than 100 percent per doll at of earnings). However
they, all differ substantially from FAP in terms of specific details.
For example, all of the experiments test more than one support level
and most of those levels are substantially higher than the $2400 sulp-
port level under FAP. The work incentive feature (or tax rate) is
also varied in each of these programs.

Although the experiments have already provided some limited data
supportive of the FAP concept, they are not necessary to justify the
beco welfare reform proposed by FAP. The FAP proposal responds
to the breakdown of the existing welfare system and is based on a
simple analysis of the type of problems that caused this breakdown
(e.g., the incentives in the current program for family breakup, the
current work disincentive of excluding aid to the working poor and
the widely divergent benefit levels across the States which produce
gross-inequities of treatment -among equally needy families). No ex-
periment is needed to demonstrate that. these inequities should be
minimized. The FAP program builds upon analysis of these problems
and offers immediate and workable solutions to them.

"7$0 O-72 -pt.4 -41
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While the FAP program is the appropriate answer to the current
welfare crisis, it is inevitable that as time goes on, changes to the basic
FAP legislation will be proposed by this or subsequent Administra-
tions or by the Congress. Thus the experiments look to the future in
the sense that they are designed to provide useful information to thepolicymakers who will be concerned with such questions as the impact
of raising the basic support level, changing the marginal tax rates,
expanding program coverage, integration with other in-kind and cash
programs, and so forth. The central concern of the experiments, that
of work incentives, does not arise in the current version of the Family
Assistance Plan given its more modest support level and its work re-
qfirement provisions. FAP responds to a set of problems whose im-
mediacy has been well documented. The experiments will be crucial in
providing basic information for future changes to FAP.

4. DESCRIPTION AND STATUS 6F THE EXPERIMENTS

There are four income maintenance experiments currently funded
by HEW and OEO. The New Jersey and rural experiments are spon-
sored by OEO and the Seattle/Denver and Gary experiments are
sponsored by HEW. All of these experiments focus on the controver-
sial problem of work incentive in an income maintenance system. The
first two OEO experiments deal almost exclusively with this crucial
question and are designed to determine the effects of financial treat-
ments on the work response of male-headed families in both rural and
urban areas. Male-headed families are of particular interest since they
constitute a large portion of the working poor population that was not
covered under previous welfare programs. Thus, if there is indeed any
disincentive to work in an income maintenance system, it will be most
discernible in the work effort of those working already (i.e., primarily
male-headed low income families) who may choose to reduce their
work effort if offered a minimum annual income support that may
approach their previous net income.

The more complex HEW experiments will focus on different issues
of major policy concern in addition to the work incentive qiiestion.
The Gary Income Maintenance Experiment will test the effcts of anegative income tax plan combined with day care and social services
on urban black families with particular emphasis on female-headed
families. The Seattle Income Maintenance Experiment is designed to
test the combined effects of a negative income tax plan with a m-in-
power program, serving both white, black, and Mexican-American,
male. and female-headed urban families.

In addition. HEW is funding a limited administrative test of some
of the FAP program in Vermont. The Vermont project differs sub-
stantially from the four other projects in that it is aimed at solving
operational problems of administering the program rather than .in
measuring tfe behaviorial response of program recipients. A.brif
description and status report on each project follows below:
A. The New Jersey Graduated Work Incentive Program.

The Office of Economic Opportunity took the lead in the field of
income maintenance experimentation in 1968 when it initiated work
nn the New Jersey Income Maintenance experiment. This experiment
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focuses on the question of the work response of male-headed families
to a negative income tax type income maintenance program. The proj-
ect concentrates on the urban poor in five communities. Design of the
project was carried out under contract by the Institute of Research on
Poverty at the University of Wisconsin with assistance from the
Mathematica Corporation of Princeton, New Jersey. The first group
of experimental families was enrolled in the project in August of
1968. A preliminary report of the results of this experiment, based on
the first year of operation, was made by OEO in February 1970. A
secon. preliminary is expected about April 1972.
B. The Rural Ineoze Maintenance Experiment

The Institute of Research on Poverty (University of Wisconsin)
under the sponsorship of OEO is also currently conducting an experi-
ment in two rural areas (in North Carolina. and lowa) to test the work
incentive effects of a negative income tax plan on predominantly rural
populations. The population in this test will also consist primarily of
male-headed families. Families were enrolled into the program in
November and December of 1969, A preliminary report on the-ndings
of this project is planned for July 1972, and it will be based on the
first two years of operation of the project. A final report is expected
a year later.
C. The GTary Income Maintenance Experime t

This experiment sponsored by DHEW will test the effects of a nega-
tive income tax plan, combined with day care and social services on
black, urban families with particular emphasis on female-headed fami-
lies who will comprise about 60% of the sample; this particular group
is not covered by either of the two OEO experiments. This experiment,
like the Seattle experiment will be generally compatible with the New
Jersey and rural experiments in terms of the type of income mainte-
nance program to be tested, definitions of family units and income and

other basic design criteria. However, each of the HEW experiments
will focus on a different issue of major policy concern, in addition to
income maintenance financial treatments.
'he 'principal focus of the Gary experiment is on the family work

decision and how it is affected by an income maintenance transfer sys-
tem. The experiment will attempt to measure economic responses, such
as labor supply, consumption patterns and investment in human capi-
tal, as well as sociological variables such as family functioning, moti-
vation, and asperations. In addition, the project will test the impact of
sep lately administered social services (such as day care, homemaker
services, and counseling) in combination with direct cash transfers in
order to measure the demand for such services when their provision
and acceptance is no longer conditioned upon the receipt of assistance
payments. It has been argued that even if a secure basic income

oor could be established, there would remain a need for specialized
problem-solving services. The magnitude of need has not yet been
established, nor has the cost-effectiveness of various service types been
determined.

This project is funded by an HEW contract with the State of Indi-
ana Department of Public Welfare. The design and operation of the
pIroject is carried by the University of Indiana via a subcontract with
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the State Welfare Department. I)esign of the project began inthe-fall
of 1969. Enrollment of families into the project began in Mareh 197.1
and should be completed by the end of June. A preliminary report on
project results is planned for the fall of 1973 with a final report -oW
submitted approximately one year later.
D. The Seattle-Denver Income Maintenance Ea periment

This experiment is the most comprehensive of all the urban ,i-e Ai
ments, serving both white and black families,thaving either one ot wto
parents present. The experiment is intended to test the combined'4qd
of a negative income tax scheme with a manpower program. Th 's, in
this particular experiment, the income transfer program itself f ,ii1 be
supplemented by one or more manpower programs including;' (iij *ob
training (b) counseling and vocational guidance services; and (3) 'lity
care services for working mothers. The Seattle-Denver experiment lit-
eludes a population not served to any substantial degree by any'of he
other experiments, namely one-parent white families, and will i nI4uM
test the interactive effects of income maintenance and mitipbt e'e
programs.

The primary hypothesis to be tested in the Seattle-1enver experi-
ment is that manpower training in combination with a rhtionaI sytbii
of cash transfers will yield a policy payoff exceeding the sum of tli.
outcomes of the two separate components. The xperiment willprbvide
vital information concerning the proper mix of manpower andft' i'h
thereby suggesting the most efficient allocation of scarce go 6irM it
funds in the future. For example, answers shall be sought to S
tions as "how much will an additional $400 a year inbasic flnnfitJYl
support change the work effort of the family, if (a) there is no chdh
in investment in manpower or (b) there is a simultaneous increase in
the manpower investment in a family by $2001" The experiment will
measure the effects of different combinations of income mfnte~ng
support levels and manpower programs by looking at the: 4'

(a) Work effort of the household.
(b) Productivity of the household as measured by change§i,

earnings.
(c) Tnvestment of the household in training or other educa'opAn
(d) Changes in attitudes toward the future.
(e) Changes in household stability.

While unemployment in Seattle was well below the. national, ay iv ...
when HEW first negotiated with the State of Washington for t/i,,
sign of the experiment in 1969, the unemployment rate has since ri",p
precipitously to a current level over twice that of the national aV ge.

Ths situation posed serious problems for the experiment, vh IQ,6

designed to measure labor suply response both singly and, i n, Mj I
ti.o n with manpower counseling and training. .', itl

Ideally, one would wish in such an expdriment to have a Virttilly
limited demand for the services for the experimental popua0gio ii at
any differences in'the work effort of these receiving financial? and/or
manpower treatments, as compared with the control-or nuflltreatment
group, could be attributed to the incentive effects of these prdgrhms. In
a situation of low or declining jobopportunities, it wouldbe hard to
filter out the differential effects ofhclutiges in labor supply and'demand
unlesS some adequate control were provided through compitrable in-
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formation gained in a more favorable labor market situation. It there-
f0e becarhe necessary to divide the planned sample between the city'
f, Seattle and another city, as life as possible in terms of the demo-

graphic characteristics of its population, but with a relatively high
and stable level of labor demand. Denver, Colorado has been selected
as the control for the labor market situation. While this change hascau~sed some disruptions to the project, the overall advantages of this
n19yoe'viii be considerable. It will be possible to fulfill the objectives
of lie oiginal Seattle design, and, at the same time, gain valuable
information on the potential effects of income maintenance programs
on orMal adjustment to the business cycle.

Tis project is funded by an HEW contract with the State of Wash-
inogn Pepartment of Public Assistance. The design and operation of
the pi'oject is carried out by the Stanford Research Institute via a sub-
contract with the State Department of Public Assistance. Design of
the ir0ject began in the fall of 1969. Enrollment of families into the
project in Seattle began in November 1970 and is expected to be com-pleted by April 1971. Enrollment at the Denver site is anticipated to

Pg. n August 1971. The Seattle/Denver Experiment, like the other
t ', is designed to run for three years. However, a small portion of

a, Ple .ap roximaely 20%) will continue on the program for
t)ynd .4 Itonal years. This extension will serve to verify that the ex-
pgimental results from the total sample as well as the other three ex-
pq, uents are not unduly biased by the effects of a transitory change
II iipo0me. A preliminary report of findings of the full sample is ex-
ced ip the fall of 1973 and a final report approximately one year

A. Vei'nont Prete8t Project
Although this project has frequently been referred to as an income

mainteniice experiment, its focus is actually on planning the imple-
mentation of the FAP program rather than on testing how the system
works or how it affects the behavior of individuals. while the project
*as originally conceived as a full scale pretest of the FAP program,
its scope is now limited to (a) the development of a detailed plan for
Federal administration of the Family Assistance Plan and State sup-
pleniental and adult programs, and (b) the. development of a model
plan for day care under FAP and expansion of da care families
tiroughout the State. A sample survey of potential FAP recipients
t6 ot'in baseline information will be conducted to support these plan-

Fu, Pro ect is carried out by means of a contract with the State of

Verifont. The prolect began in July 1970. The six projected analytical
viihes have been completed and have been submitted to DREW.
Tlesq analyses will be used in implementing the FAP program nation-
W,1,kailid are as follows:

Y), .Volume I Administrative Structure and Procedures.
I I' YVolume II Regulations.
-.. Volme III Accounting Period Implications and Options.
i , Volume IV Development of the FAP Pretest in Vermont.

, ,,Volume V Report on the Baseline Survey and Cost Projections.
V Volume VI Evaluation and Experimentation in Child Care.
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The data from the baseline survey will provide us with detailed in-
formation about the im act of the FAP program upon a very signifi-
cant portion of the FAP population (rural white working poor
families, which constitute the largest single group of the newly eligible
population under FAP).

The child care component of the Vermont project involves develop-
ment of a plan for a model FAP child care system and subsequent im-
plementation of the approved plan which will involve an expansion of
existing facilities and services throughout the State. This plan has,
been completed and the implementation phase has begun. The Ver-
mont 4-C has already taken significant steps toward resource develop-
ment in conjunction with these planning activities.

5. STATUS REPORT ON FINDINGS FROM THE INCOME MAINTENANCE
EXPERIMENTS

To date only one of the experiments has been in operation long
enough to report any preliminary results, the New Jersey project.
Thislis because the experiments must operate for at least a two or three
year period before one can say with a high degree of certainty that the
results observed were not simply distortions in the behavior of the
experimental population which resulted from the newness of the proj-
ect. Since the objective of the experiments is to measure the long-run
response of families to an income maintenance program, thp families
must be able to regard the experimental payment as being secure fobt
a reasonable length of time. Because these projects are intended to be
carefully controlled experiments, it is important to limit as much as
possible the perception in the minds of the experimental population
that they are a special group, since this could very well bias the re-
sults. Therefore, it is not in the best interests of the overall experi-
mental effort to make any paitial findings generally available before
the end of the project.
A. Findings from the New Jer8ey E&periment

OEO issued a brief initial report of findings from the New Jersey
experiment in February 1970, and subsequently a more extensive re"
port of those findings was issued by the Institute for Research on
Poverty of the University of Wisconsin in June. Further preliminary
results concerning the work effort of participants in the experiment
were released by OEO in May 1971. However even the latest findings
must be qualified as preliminary in the sense that they are based on
only the first year's experience of the total population and 18 months
for / of the sample. Thus some allowance must be made for the pos-
sibility of distortions in behavior of the experiment population pro-
duced during the start up phase. A brief summary of the New Jere
findings are:

(a) There is no evidence indicating a significant decline in
weekly family earnings as a result of the income assistance pro-
gram.

(b) Low income families receiving supplementary benefits tend
to reduce borrowing, buy fewer items on credit, and purchase
more of such consumer goods as furniture and appliances. '

(c) The Family Assistance Program, excluding the Day Care
Program and Work Training provisions, can be administered
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at an annual cost per familiy of between $72 and $96. Similar
costs for the current welfare system run between $200 and $300
annually per family.

The more extensive analysis of work effort response released in
May 1971, supports the earlier preliminary findings and further refines
the data.

The only statistically significant difference in earning that was
found between the experimental and control groups was a reduction
in the earnings of wives in the yearly sample. However this difference
does seem to disappear at the end of the 18 month period. As a result
of the average nuinber of workers per famil declining the total num-
ber of hours worked per experimental family is slightly less than for
the control group. _

However, since there are no significant earnings differences between
these two groups, the results imply that the experimental families
have significantly incensed their average hourly earnings compared to
the control group. Indeed, the average family hourly earnings appear
to have increased by 20% for experimental subjects as compared to
only 8% for the controls.

t is important to note also, that there was no significant differential
in the number of hours worked per family among the various income
maintenance plans, indicating &at the various combinations of tax
rates and guarantee levels have not yet affected the number of hours
a. family works.

There are several plausible explanations for these-observations. The
availability of a "cushion" in the form of experimental benefits may
allow the prime worker the freedom not to accept the first job he can
find, but rather to seek one that is more appropriate to his skills and
interests and pays a higher wage.

Another view suggests that when a family initially experiences an
abrupt increase in income, there will be a tendency to "invest," rather
than consume a substantial portion of the increase. Thus we may see
an increase in the purchase of durable goods and/or an increase in
"human capital" investment in the form of training and/or increased
time spent searching for better jobs. Such behavior may account for
part of the reduction in hours observed, as well as increased hourly
earnings. This approach suggests that labor force participation and
hours of work would return toward normal and hourly earnings
would stabilize at a new (higher) level. The hypothesis can only be
tested as data covering a longer time span becomes available.
B. Findings from the Other Incom Maintenance Ewperiments

'In addition to the New Jersey experiment, there are three other
iicome maintenance experiments, the Rural experiment funded by
OEO and the Seattle-1)enver and Gary experiments which are funded
by DHEW. Since these experiments have been in operation for either
just one year or are just beginning, research findings on individual
behavioral response will not be available for at least two years. How-
ever, several important lessons have been learned in developing de-
signs and administrative structure for these experiments.

The first and most important lesson arises from the fact that HEW
experiments explicitly cover the current welfare population and, in
so doing, attempt to replace the current layering of welfare and
other in-kind benefits by a single integrated income maintenance
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program which preserves work incentives and eliminates horlzontthl
inequities and vertical "notches". One lesson of this atteiptO'lhat
it is impossible to achieve such integration without makinosg-1We
current recipients worse off unless fairly high guarantee leVel# 're
established for experimental purposes. For example, in Sfattle*it
was necessary to modify the design structure by allowing io:44
generous day care allowances for all single-parent famili- tiWeb
these are currently available to such families from the Welf&ftkde' -

partment. In Gary, despite the existence of a maximum AFDC pay-
ment of $2,100 for- a family of four, it was necessary to ki the
minimum experimental guarantee to $3,300, and even at that level it
will not provide superior benefits to some 30 percent of current wel-
fare families. The anomaly occurs because Indiana welfare payments
are at a minimum, not reduced at all for earnings below $2,560.
Furthermore, given virtually unlimited work expense allowan .
payments are in practice not reduced for some considerable distance
beyond that earning level. ,, c' 1C

Another equally important-finding is that certain administrative
details can be among the most important determinants of the char;
acter and impact of an income maintenanceprogram. Chief iin
these is the definition of an accounting period for determining el gi-
bility for benefits. For example, the use of an annual accounting
period'will result in an income maintenance system far differeiit from
that which employs a monthly accounting period (which is: 4milar
to that being employed in the current welfare system) both iny"t n
of cost, equity and work incentives. A brief analysis of the da
obtained from the Seattle Income Maintenance Experiment showed
that caseloads may be doubled when one uses a monthly accognto
period rather than an annual accounting period., Of a random 'sample
of 100 male-headed families in Seattle with incomes below $15,000
annually, only 19% were eligible for payments on the basis of an
annual accounting period, .whereas with a monthly accounting period
another 23% became eligible.

Furthermore, families that are similarly situated in terms of in-
come over a short period (such as a month) may have quite- disptte
incomes over a long period (such as a year) and vice versa. Take for
example two four person families with total annual earned income
of $4,320 (the FAP breakeven point) but one family earns i, oYri
entire 12 months period while the other earns all of it during a six
month period. Under an annual accounting period neither family
would receive any benefit payments since both are over tht , P
breakeven point. However under a monthly accounting .sys"t'm he
former family would still receive no payments but the latter faiikv
would receive $800 worth of benefits as a result of the way ih whleli ts
earned income was distributed. Thus the monthly accounting system
will not treat families who earned the same annual income in an-equit-
able manner, if their incomes are unevenly distributed.

The significance of the choice of an accounting period on cost, case-
load, and equity, as illustrated above, was brought out during the
technical development of the income maintenance projects. This pre-

The accounting period systems noted here are but two of a number of differing account-
ing period systems which can be varied to achieve different program objectives.
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liminary information has already been useful to the Ways and Means
CpInmittee in their selection of an accounting period system for the
welfare reform bill recently reported out by the Committee.
, ,Another almost as important lesson learned both in New Jersey and

,from, analysis of the three-year baseline data collected in Seattle is
that given the variability of income flows among the poor, regular re-
lpoing of income and prompt adjustment of payments is essential
tqokep, program costs within tolerable bounds.

,. ,POGRAM CIIARACTERISTICS OF THE 4 INCOME MAINTENANCE
EXPERIMENTS

Rural (iowa,
New Jersey North Carolina) Seattle/Denver Gary

Gi(rinitea leve8ls (1971) 1,830,1 ............ $1.938, '....... $3.800 ............. $,0' ......... 29..8 ,93 8.. ..
(18) 297:: ...... :0839 ............. ,1744 ...............................

Offset tax rates ............. 0 percent ........ percent........ 50 percent ...... 40 percent.
50 percent ...... .50 percent ........ 70 percent .......... 60 percent.
70 percent .......... 70 percent ........ 70 percent declines..

experimental 
80 percent declines.

Experimental ........... 724-60 percent..... 374-46 percent... 3,850-76 percent 1287-76 percent.
fInancial only.......624-60 percent..... 374-46 percent..... 1,000-20 percent::: 46-26 percent.
Finaesial and manpower. NA .......... NA ................ 1,850-36 percent... NA.
MAnpower only... A ................ NA ................ 1000-20 percent... NA.
financial ano social NA .......... N NA . . A........ 466-26 percent.services.

"Scial services only .. NA .......... NA..........NA.......... 355-20 percent.
-Cotro ................ 489-40 rcent..... 435-54 percent..... 1,250-24 percent... 495-28 percent.

Oriinal sample size by site.. Trenton 97 ....... Iowa 30 ........... Seattle 2,100 ........ 1,782.
* Patterson-Passaic North Carolina 501.. Denver 3,000.......

452.
Jersey City 390.....
Scranton 318 ........

Sample characteristics ....... Nonaged male- Predominantly non. Nonaged male. and Nonaged male. and
headed families aged male-headed female-headed female-headed
and couples, families, and families and families, black.
black, white, and couples and unre- couples, Mack,
Puerto Rican. late individuals white and Mexi-

somtfemale- can-Americen.: headed and aged
families, couples
and unrelated
individuals, black
and white.

Sox of family head .......... Male, 1,359-100 Male, 587-73 Male (approximate) Male (approximate)
percent. percent. -60 percent. 792--40 percent.

- . Female, 108-13 Female.headed Female, 1,190-60
percent. families-40 percent.

percent.
Over 114-14 ...............................................

Special treatments .......... Accounting period Accounting period Manpower services.. Day care and social
variation, variation, services.

Ilhee ae the projected guarantee levels for 1971. Actual levels will be set in July 1971 on the basis of the National
Cboiumer Index's cost of living increase. Original levels for New Jersey (1968), $1,650, $2,475, $3,300, and $4,125
OdkLnal levels for rural (1969), $1 741, $2,611 $3,482 and $4.352.

WTax rae declines by 5 percent for each additional $1,000 of earned income (e.g. the 1st $1,000 of earned Income is
aOd t * 70 percent rate the 2d $1,000 of earned Income is taxed at a 65 percent rate, and so on.)

a Simile, to procedure Identified In footnote 2 above.
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Federal Employment of Certain State and Local Employees in the
Administration of Programs Created by H.R. 1

(Proposed Amendment Reflecting the Views of the Department of
Health, Education, and Welfare and the U.S. Civil Service Com-
mission)
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DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE,
OmCE OF THE SECRETARY,

Washington, D.C., January 28,1972.
Hon. RUSSELL B. LONG,

Chairman, Cnomoittee on Finance, U.S. Senate,
Washington, D.C.

DEAR MR. CHAIRMAN: On July 27, 1971, in the course of his testi-
mony before your Committee on H.R. 1, Secretary Richardson advised
that the Federal Government would expect to offer to many employees
of State and local public assistance programs appropriate jobs in the
administration of Federal assistance programs which the pending bill
would create. He pointed out that much work remained to be done to
resolve the problems that this would entail.

The work has now been completed and is reflected in the enclosed
proposed amendment ,to H.R. 1, which is explained in the sectional
summary which is also annexed. The amendment reflects the joint view
of this Department and the United States Civil Service Commission
and was drafted in extensive consultation with interested Federal
agencies.

Essentially, the amendment would authorize the appointment to the
Federal civil service, without regard to the provisions of title 5,
United States Code, of categories of State and local employees who
would be affected by the enactment of H.R. 1. It would also provide
them, tipon their appointment, with certain Federal benefits in consid..
eration of their State or local service.

We believe the provisions of the amendment are reasonable and
equitable and would provide appropriate protection for those em-
ployees who would be appointed to the Federal service, in light of the
complexities, costs, and equities involved in transferring personnel
from more than 1,000 State and local jurisdictions, each with its own
pay, retirement, and personnel system.

We are advised by the Ofice of Management and Budget that the
-enactment of the enclosed amendment to H.R. 1 would be consistent
with the Administration's objectives.

Sincerely yours, KUMzAN,

Assistant Seoretary for Legislation.

Summary of Proposed Amendments to Section 507 of H.R. 1
in the Senate

Paragraph (1) *, Employee eligibility for appointtmwt.-Para-
graph (1) would authorize the appointment to positions in the com-
petitive service of the United States, without regard to the provisions
of title 5, United States Code, of certain- State and local employees
who, within 90 days of their appointment (unless such period is ex-

*References to numbered paragraphs are to paragraphs of a new subsection (b) which

this amendment would add to section 507 of H.R. 1.

(H-8)
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tended by the Civil Service Commission), are engaged in the perform-
ance of functions which the Federal Government will assume uader
H.R. 1. To be eligible for such appointment, the individual must be or
have been an employee of a State or local government who is com-
pensated in whole or in part under the federally-assisted programnf
grants to States for old-age assistance, for aid to families with depend
ent children for aid to the blind, for aid to the permanently and
totally disabled, for aid to these groups under the combined program
assisted under title XVI of the Social Security Act, or for medical
assistance under title XIX of the Social Security Act. In addition,
the individual's State or local duties must directly relate to determin-
ing the eligibility of persons for assistance payments (that is, tp per-
forming so-called "income maintenance functions") or the making of
such payments (other than medical assistance payments), or must be
in support of such determinations or payments. If the latter, however,
eli ability for appointment depends upon a finding by the appoint'g
authority that the enactment of H.R. I threatens the individul ia th
a loss of employment, or a loss or reduction of pay or grade* '

The authority to make these appointments under H.R. 1 wou"tld
begin with the date of its enactment and (unless extended by the
Civil Service Commission) would expire, with respect to the eligi-,
bility of any individual for appointment, 90 days afer H.R. 1 ternii'-
nates Federal assistance to the State or local program in which he iq
employed (or, if the State has entered into an agreement under action
507 (a) to administer a program enacted by H.R. 1, 90 days after te'
agreement expires).

An individual appointed under this authority may be paid travel-
expenses to his new duty station.

Parag.raph (2), 7ondition8 of appointment in special cae8.--Para*-
graph (2) would provide that if an individual held a career or career-.
conditional appointment under a merit system of a State or Politlca'
subdivision in the employment that qualified him for appointm~nf
under the amendment, he would be eligible for a career or carer-
conditional appointment in the competitive service without regard, to
any requirements for the completion of a prescribed period of timie i
the service of the State or political subdivision.,

The paragraph would also permit the appointment of a noncitizen
employee who, prior to his appointment had filed a petition for natu-
ralization. A non-citizen appointee could be retained for up to.5 years
prior to his acquisition of citizenship and, after acquisition of citizen-
s-hip, would become eligible for competitive status.

Paragraph (8), Compenmation of appointees.--Paragraph (3)
would set the basic pay o an appointee to a new position at the rate he
received when employed in his former State or local position. If there
is no such rate in the applicable grade or under the applicable pre-
vailing wage schedule, his basic pay would be set at the rate which least
exceeds his former rate. If an individual's former rate cannot be
equaled or exceeded in or under the applicable grade or schedule, the
paragraph would preserve his former rate (but not above the maximum
rate for GS-18) for, a period of 2 years from the date of his appoint-
ment. Thereafter his rate would be reduced to the top of the applicable
grade or schedule in or under which he is serving.

An appointee's service, for purposes of periodic stp-increases, would
be computed from the date of his appointment under paragraph (1).
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.Pr~~rpk (4), Credit for prior ae~ .e.--For the purpose of deter-
mining the length of an appointee's service under Civil Service Com-
mission regulations pertaining to career tenure, probationary period,
raztorf annual leave accrual, group life or health insurance, and reten-
tion credit in reductions-in-force, paragraph (4) would include the
length of the appointee's service with the State or political subdivision
by which he was employed on the last day prior to his Federal
appointment. .

Paragraph (5) Sick Leave.-An individual appointed under the
amendment would, under paragraph (4), be credited with the balance
of his Stitte or local sick leave outstanding (and for which he has not
been compensated) upon his Federal appointment. However, this sick
leave balance would not be available to increase his Federal retire-
ment annuity and, unlike Federal sick leave, would not be re-credited
to him upon his reemployment in the civil service after a separation
therefrom.A rrp 6,Retiemn t annuity.-Subsections (a), (b), (e),
and (d) of 51.S.C. 8339 establish the formulas for the computation
of the annuity of a Federal retiree, before the reduction of any such
annuity on account of circumstances described below. In the case of
an individual who has been appointed under the amendment, and
who subsequently becomes eligible for civil service retirement, para-
graph (6) would increase his Federal annuity, as computed under
e cited subsections of section 8339, by $10 for each full month of

service 'credited for retirement annuity- purposes by the State or
political subdivision by which the individual was employed immedi-
ately prior to his Federal appointment under the amendment. The
annuity as so increased, would be subject to the same reductions and
cited subsections. Thus, for example, as so increased it could never-
theless not exceed 80 per cent of the "average pay" of an employee
(6 U.S.C. 8339(e)). Similarly, a survivor annuity would be com-
puted by first establishing an amount under section 8339(a),. (b), or
(d), whichever may apply, increasing that amount as provided by
paragraph (6) of the amendment, but limiting the annuity, in ac-
cordance with-5 U.S.C. 8341, by 80 per cent of .the employee's average
pay, and then applying the appropriate survivor formula.

An individual appointed under the amendment would not be eligible
for this increase in his Federal annuity if he qualifies for a State
or local retirementnt annuity on account of his State or local service,
oi if he has had less than 24 months of State or local service creditable
for State or local retirement purposes.

Proposed Amendments to H.R. I In the Senate
On page 412, afte line 12, insert a subsection heading as follows:

"State Agreement to Administer Programs)
Onpage 412, line 13, insert (a) "after "507..
On page 418, after line 10, insert the following new subsection;

.. F.D.F AL E Loymm oF CEkirrTAN STATR AND LOCAL
EMPLOYEES

EMPLOYEE ELIGIBILITY FOR APPOINTMENT

(b) (1) (A) During the period described in subparagraph (C) of
this paragraph, a department or agency of the United States mayap.
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point to perform its authorized functions under this Act any indi-
vidual described in subparagraph (B) of this paragraph to' a pOS41ti9nf
in the competitive service of the United States, without regardoatA ,
provisions of title 5, United States Code, otherwise governing oucn
appointment, except that an appointment, to a position ingn4 ,
(S.-16, S-17, or -18 shall not be made without the approval of .1'O

Civil Service Commission. Except as this subsection may otherW i
provide, an appointment hereunder shall be subject to regulatoM 4
the Civil Service Commission pertaining to the appointment of incum-
bents of positions brought into the competitive service. . ... 1 !f

(B) An individual is eligible for appoinent under subparagrapb.
(A) if, within the ninety-day peni preceding the date of that
appointment-

(i) he was an employee of a State or any political subdivision
.of a State who was compensated in whole or in part froi sums
paid under title I, X, XIV, XVI, or XIX, or part A of title; 1.
of the Social Security Act, or under an agreement entered iabo
in accordance with subsection (a) ; and . ; ,;

(ii) he was the incumbent of a position all or a major pait of-
the duties of which (I) were directly related to determining on
behalf of the State or political subdivision the eligibility of 'pert
sons for assistance payments from sums paid to the State unAdet
such provisions of the Social Security Act or such agreement, or
directly related to the making of such assistance payments (other-
than medical assistance payments) or (II) were in 'support' of
such determinations or the making of such assistance paymenls0
(other than medical assistance payments) and the departmtil;or
agency making the appointment finds that the individual was 'or;
will be separated from employment with the State or political,
subdivision, or has suffered or will suffer a loss or redutidn, ,
pay or grade in that employment, because of the enactment of*
this Act.

An individual who meets the requirements of the preceding sentence
because he is or was the incumbent of a position all or a major part of
the duties of which are directly, related to, or in support of, the' deter-
mination of eligibility of persons for medical assistance pa yn f. ts
shall, notwithstanding the preceding sentence, be ineligible 'forap-'
pointment under subparagraph (A) Wnless, prior to his appointlnqit,
the State by which he is or was, employed has entered into an a r"-
ment with t~he Secretary of Health, Education, and Welfare under
tion 1124 of the Social Security Act (as added by section 505 of 8"i-
Act).." •

(A) (i) In the case of an individual described in subparagraPh (),

the period referred to in subparagraph (A) shallbegin vi-th tlhe dae
of enactment of this Act and end, except as provided by clause- (i )'
this subparagraph, with the close of the ninetieth day ater tho 1ieriiR-
ments ,and repeals to Vhich section 501 is applicable becimn.6 re~t ,
with respect tO the program or part of a program in whikh tlie'i
dividual is employed. - "

(ii) In the, case of an 'individual who is employed in a prbgra oi
part of a program administered by a State under an agreement iitrn.
into under subsection (a), the period established by clause (i)li~tl'
end with the close of the ninetieth day after the date upon which the.
agreement expires.



( I2) The Civil Service Commission may extend any period estab-
lisled bt this paragraph (1) insofar as necessary to complete the
transition for which subsection (a) provides.

(E) Ah individual- appointed under subparagraph- (A) who is re-
qgiiby that appointment to change his place of employment may
betid, in accordance with regulations of the appointing agency pre-
scrbing criteria for payment, such travel, transportation, and related
erpenses and allowaces (or any portion thereof) as would be pro-
videdtunder subchapter II of chapter 57 of title 5, United States ode,
in the casebof an employee of the United States transferred in the inter-
est f the: Government.

CONDITIONS OF APPOINTMENT IN SPECIAL CASES

-(2-(A) Except as provided by subparagraph (B) of this para-
grabh, an individual appointed under paragraph (1) (hereinafter
irr this subsection referred to as the "appointee") may receive, at such
time as Civil Service Commission regulations may provide, a career
or eareer-conditional appointment to the competitive service without
regard to the duration of his service immediately prior to his appoint-
menttifi on the last day o his employment described in paragraph
()o);h) prior to that appointment, he held a status comparable to that
of a careen or career-conditional employee under a merit systezik of aStator political subdivision of a State.

't(B:), An individual who is not a citizen of the United States may be
appointed under paragraph (1) and retained without competitive
status for not more than 5 years if, prior to his appointment, he has
filed a petition for naturalization under section 334 of the Immigra-
tion andNationality Act. If he acquires citizenship within t~e 5-year
period, khe shall thereafter become eligible to acquire competitive
status- subject to applicable Civil Service Commission regulations.

', '- COMPENSATION OF APPOINTEES

444 )4(i) Notwithstanding 5 U.S.C. 5333 (pertaining to new ap-
pItments) and 5 U.S.C. 5334 (pertaining to pay on change of-posi-
tion), tho basic pay of an appointee shall be at that rate of the grade
of J,,position, or of a prevailing wage schedule if appicable, which
is -ei Ao his rate of compensation from a State or political subdivi-
sio.0zio'sa State on the last day of the employment described in para-
gra~'h ,() (B) prior to his appointment under paragraph (1), or, if
there is no such rate, at that rate which exceeds his former rate by the

0 t here is no rate within the grade of his position, or under

a rivaling' wage schedule if applicable, which equals or exceeds his
fori 1iate, he shall receive bamc pay at his former rate (but not to
e~kc rate for GS-18 as limited biy 5 U.S.C. 5308)- for a period of'
2ys-,arsro tmihe date of his appointment, subject to conditions'b'qui va&

nt those set forth in clauses (A), (B), and (C) of 5U.S.C.
537 ( ) 1f such equivalent conditions continue to obtain at the end of
tl ~.2ryr period, the' rate of bpic Pay of the appointee shaji be
redl,4dtqte maximum rate.prescribed for the grade of his position
b j .,. 582, or by prevailing wage schedule applicable to it.

72-5" 0 - 72 - pt.4 - 42
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(B) The period of service required for an appointee to qualify for
the benefits of 5 U.S.C. 5335 (pertaining to periodic step-increases),
or for comparable benefits under an applicable prevailing wage sched-
ule, shall be computed from the date of his appointment under para-
graph (1).

CREDIT FOR PRIOR SERVICE

(4) In determining the length of an appointee's service to be cred-
ited for purposes 6 Civil Service Commission regulations pertaining
to career tenure, probationary period, rate of annual leave accrual,
group life or health insurance, and retention credit in reductions-in-
force, credit shall be given for service with the State or political sub-
division of the State by which the appointee was employed on the last
day of his employment described in paragraph (1) (B) prior to his
appointment under paragraph (1).

SICK LEAVE

(5) (A) Subject to paragraph (B) of this paragraph, an appointee
shall be credited with sickleave equal to the balance of sick leave out-
standing, in the service of the State or political subdivision by which
the appointee was employed, on the last day of his employmentde-
scribed in paragraph (1)(B) prior to his appointment under para-
graph (1), except if he has been compensated for that sick leave, or if
it has been applied so as to increase the actuarial value of any vested
interest of the employee in a retirement system of that State or, politi-
cal subdivision.

(B) Sick leave credited under subparagraph (A) shall not be cred-
ited as unused sick leave for purposes of 5 U.S.C. 8339(m) (pertain-
ing to computation of annuity), and shall be available for use as sick
leave by an appointee only after he has exhausted any accruals of sick
leave under 5 U.S.C. 6307. An appointee who is separated from the
Federal civil service with a balance of sick leave credited under sub-
paragraph (A) shall not, during any subsequent period of Federal
civil service employment, be recredited with any portion of that
balance.

RETIREMENT ANNUITY

(6) The annuity, computed under subsection (a), (b)? (c), or (d)
of section 8339 of title 5, United States Code, of an appointee eligible
therefor shall be increased by $10 for each full month of service cred-
ited for retirement annuity purposes, by the State or political subdivi-
sion by which the appointee was employed, on the last day of his em-
ployment described in paragraph (1)(B) prior to his appointment
under paragraph (1), except if (A) the appointee has qualied for or
is eligible to qualify for an annuity or other payment on account of
retirement (for reasons of age or disability) from such State or politi-
cal subdivision in consideration of such service, or (B) the appointee
is credited for retirement annuity purposes, by such State or political
subdivision, with less than 24 full months of such service. The term
"annuity" as used in the remainder of sectioki 8339, and the other sec-
tions of chapter 83 of title 5, United States Code, to apply to the
annuity of an appointee entitled to the increased annuity provided by
the preceding sentence, or that of his survivors, shall be deemed to
describe an annuity as so increased.
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DEPARTMENT Of HEALTH, EDUCATION, AND WELFARE,
Washington, D.C., November 18, 197_.

lon. RUSSELL B. LONG,
'hairman, Finance Committee,

U.S. Senate, Washington, D.O.
DEAR Ma. CHAMMAN: Enclosed is a status report on implementation of the

recently enacted New York State work related requirements for welfare recipi-
ents, prepared in response to a request made during our August testimony on the
Welfare Reform proposals.

The objectives of New York State's work related requirements are similar to
the workfare objectives in the Administratioc's reform proposal. They are also
relevant to programs being operated under current law. I therefore asked Richard
P. Nathan, Deputy Under Secretary for - farejt Reform Planning, and John
Twiname, SRS Administrator, to review th~WYe rk State programs personally.

The enclosed report was based on a preliminary survey. It does provide some
indications of how the program is working but data-gathering has not yet been
refined sufficiently at this early date to generate dependable information.

Department of Health, Education, and Welfare staff are now working with the
Department of Labor to prepare a more thorough study. If you have specific
questions which you wish to pursue, please let me know and we will include
them.

Sincerely yours,
JoHN G. VENEMAN, Under Seerotary.

Grantee OTO Number

See. I.
1. Total persons required to report to NYSES ................ ................... 48,609

A. Applicants ............................... .......... .......... Recipients .........................................
2. Total persons who failed to report to NYSE ................................... i,6iA. Applicants ....................................................................................

Se.1. B. RecipienO ....................................................................................Sec. II.
1. Total persons referred for Job or training .................................................. 15,162

A. Job ............................................................................ 14, 03
B. Training- -....... ...... ................................ . 1 ,127

2. Total persons placed ............................................. 2,361
A. Hired ................................................ .- 1,861B. Accepted for training .......................---------- ."-500

3. Total persons who failed to comply (sum of A to D below) .......................... 1189
A. Failed to report to NYSES ...................................................... 80. Refused job or training referral .................................................... :01C. Failed to report for work or training -.............................. ............
D. Failed to continue employment or training .............. 43 9

4. Disposition of failed-to-comply cases in No. 3 above (sum of
A to C below) ........................................................................ II, 9

A. Case closed ..................................................................... 3,829
I. Failedto.comply (H.R. singlecas ...es ... 2,440 2,440
2) Fully employed .............................. 1,089 . . 1,389

8:, mployable removed from grant............ ........ 1,231 19 1 ,420,Assistnce continued ........... ........ '...'........ ............................ 6,634
(1) Chanse of em ,ability status (sum of totals

a)to (d) eow) .......... ............................................ 3,159
a Disruption of child care ................................... .....
bFully mplo ed .........................................I S111ificant inem ... ......"..'..'' ""..'''

Oer(specify)..... ...................................

.... ...
1Other (Specify) ...................... ................................. ,.... 2,57

2, 597

D. Applications denied or withdrawn....-.-----....... 11 5 16
SeC Ill. Total ne budget reduction (60 upstate districts excludes Erie,

Warm, and Suffolk)2 ........................................................................ 251,122..91

Note: Monroe County not available; estimated. Some New'York City subtotals, estimated. Erie not available, estimated.
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INSTRUCTIONS FOR COMPLETING DSS-2198

SECTION I

1-A and 1-B
2-A and 2-B
Grantee
OTG

1-A and 1-B
2-A and 2-B
8 and 4

Part Source
Employment Register.
ES-28 Service to

Clients.
DSS-1653 Referral t

SECTION II

ES-28.
ES-28.
DSS-2192 Analysis

Referral Actions.

Social Services

o N.Y.S.E.S.

of Employment

SECTION III

DSS-2192 Net difference from the
budget increase and decrease columns.

JULY 1971 STATE LABOR DEPARTMENT FIGURES ON EMPLOYABLE WELFARE RECIPIENTS WHO REPORTED TO
DIVISION OF EMPLOYMENT OFFICES TO PICK UP THEIR ASSISTANCE -CHECKS

Total New York City Upstate

Number Percent Number Percent Number Percent

Individuals reporting ...................... 42.654 100.0 18,930 100.0 23, 724 100.0

"Unemployable" (unverified) .................. 14, 610 34. 3 9, 189 48.5 5,421 22.8
Already In training programs ................. . 4, 587 10.8 3,362 17.8 1, 225 5.2
Available for work ............................... 23 457 54.9 6,379 33.7 17, 078 72.0

Available for work ........................ 23,457 100.0 6, 3:9 100.0 17, 078 100.0

Refused any service ............................. 1,323 5.7 374 5.9 949 5. 5
Refused referral to employment ................... 2,564 10.9 482 7.5 2,082 12.2
No Job opening ................................ 6, 922 29.5 3 102 48.6 3,820 22.4
Referred to Job ................................. 12,648 53.9 2,421 38.0 10,277 59.9

Referred to job ........................... 12,648 100.0 2,421 100.0 10,277 100.0

Failed to report to employer ...................... 1,780 14.1 257 10.6 1, 523 14.9
Refused Job .................................... 337 2.6 76. 3.1 261 2.6
Failed to begin work ............................. 173 1.4 44 1.8 129 1.3
Placed ......................................... 1,537 12.2 708 29.2 829 8.1
Not hired ...................................... 3,928 31.1 547 22 6 3,381 33.1
Verification of result of referral pending ............ 4, 893 38.6 789 32.7 4,104 40.0

STATUS REPORT ON IMPLEMENTATION OF NEw YORK STATE Woux RELATUo
REQUIREMENTS

(Report Based Upon Analysis by Region II DHEW Staff With Participation and
Concurrence by Regional DOL Staff)

PURPOSE OF REPORT

This report, compiled for John Twiname, Administrator, Social and Rehabili-
tation Service (SRS), is a review of the New York State work related require-
ments which became effective July 1, 1971. The field survey was made in Sep-
tember, covering the first two months of operation of this program. At question
is what the evidence now available can provide as a basis for evaluation of the
New York program.

We are impressed by the continuing Joint efforts of the two State agencies to
effect smooth implementation of this new program. This preliminary survey of
implementation of the New York legislation shows that there are a number of
key areas which require more intensive and detailed study before-final conclu-
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sons can be drawn. These areas are discussed below. After six months of oper-
ation, more complete data will be available for analysis and "start-up" admin-
istrative problems should have been reduced to minimal effect.

A Joint DHEW-DOL in-depth study is being planned to examine more fully
the overall consequences of operation of the new Work Requirements in New
York.

BACKGROUND

The 1971 New York State Legislature amended the State social services law
to renew and expand emphasis on work by: redefining employability, providing
that unemployed employable recipients pick up semi-monthly checks in person
at State Employment Service offices, and providing for establishment of public
works projects to which unemployed employable Home Relief (HR) recipients
are to be assigned.

Effective July 1, 1971, under the statute, as interpreted, an individual who
"willfully" fails to register with and report regularly to the State Employment
Service, or take employment in which he is "able to engage" shall be ineligible
for assistance for a minimum of thirty days.

Any recipient shall be deemed employable unless rendered unable to work by:
"... illpess or significant and substantial incapacitation, either mental or phys-

ical, . . ; advanced age; full-time attendance at school in the case of minors,
... ; full-time, satisfactory participation in an approved program of vocational
training or rehabilitation; the need of such person to provide full-time care for
other members of such person's household who are wholly incapacitated, or who
are children, and for whom required care is not otherwise reasonably available,
notwithstanding diligent efforts by such person and the appropriate social serv-
ices department to obtain others to provide such care. A person assigned to and
participating in a public works project . . shall be deemed employable but
not employed."

The statute further provides that:
"Every employable recipient of public assistance or person who is deemed not

to be employable by reason of full-time satisfactory participation in an ap-
proved program of vocational training or rehabilitation shall receive his public
assistance grant and allowance in person from the division of employment of the
state department of labor .... "

Commissioners of local Social Services Departments are also required to
provide for establishment of Public Works Projects and for assignment of em-
ployable AFDC and HR recipients to these projects if other employment is
unavailable. This amendment was interpreted by the State to apply only to Home
Relief after receiving Federal policy interpretation. Since participation in Pub-
lic Works Projects is limited to Home Relief, no Federal funds are involved
and no Federal plan amendment is required for this portion of the State's overall
Work Requirements.

The referral to Employment Service offices and the check pickup requirements,
however, do apply to recipients of the Federally aided AFDC program.

In mid-June the New York Department of Social Services issued basic instruc-
tions for implementation effective July I. This was done without submitting any
State Plan amendment to SRS. In effect, therefore, New York is not currently
following its approved State Plan for AFDC and thus DHEW has not had an
opportunity to review its plan or operation under established procedures.

The requirements for routine reporting and check pick-up at Employment
Service offices have been challenged in the U.S. District Court for the Western
District of New York in the matter of Dublino v. Wyman. The Court has granted
relief to individual plaintiffs on the grounds that the reporting requirement
placed undue burden on them. The Court also advised it was prepared to grant
immediate relief to other individuals similarly situated.

METHODOIOY FOR THIS REPORT

This report is based on discussion with selected State Department of Social
Services and State Department of Labor staff; review of policies, procedures and
Statistics; joint DHEW-DOL visits to two Employment Service offices and to
two Social Service Centers in New York City; similar visits to two up-State
counties; discussion with New York City staff and a site visit to one Public
Works Project in New York City; discussion with representatives of recipient
groups; and reports of monitoring activity by the Community Council of greater
Ne* York. It is not based on statistical sampling techniques. In addition, these
early data and observations are colored by inevitable "start-up" problems.
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REFERBAL TO EMPLOYMENT SERVICE FOR INTERVIEW AND CHEOM PIOK-VP

GeneraZ Obervlations on Initial Proedures
Unemployed employable recipients of AFDC and HR, aged W6-64OWas Wll as

grantees participating in approved training or rehabilitation projects, report
twice monthly to an Employment Service office for employment Interviews and
Job referral, or in the case of persons in training programs, for review of prog-
ress. Assistance checks are delivered during these visits. Social Services.gen-
ces are responsible for determining employability and making referrals to the
State Employment Service.

These new requirements have created major increases in Employment Service
workload without additional Federal funds. A transfer of State funds from the
Social Service Department to the Employment Service was made to meetthe, cost
of check distribution. The State has requested additional funds from the United
States Department of Labor. Budget limitations have also precluded expansion
of social services staff.

When legislation was enacted on April 7, 1971, the State Departments of Social
Services and Labor began joint development of policies and procedures which
entailed substantial modification of existing operations of both Departments.
Basic instructions were issued by the Department of Social Services in-mid-June.
Time pressures made it impossible to field review proposed procedures or to
orient recipients to these procedures, or to prepare staff adequately to administer
them. It also meant that July -referrals were based on caseload review rather
than Interviews with potentially employable recipients.

Due in part to the inadequate planning time considerable administrative errors
occurred and it appears that some unemployable individuals were referred:' !r
New York City, the mechanical process of removing persons from the syi
required in excess of two weeks. Further, in New York City, where !Wdivi4 zig
must be routed to specialized State Employment Service offices, depending g'on
employment history, many individuals were routed to the wrong 'izMpIlOY'ent
Service Center. However, at the time of site visits the process observed% In Em-
ployment Service offices and Social Services Centers was an orderly one..

Since the reporting system was also new, both agencies consider July stat~st.'
cal reports incomplete. (See Attachments A and B for official flgurepo (?a, qly
operation released by the State Department of Social Services and the State
Department of Labor).

In view of the discrepancies the two agencies are now in process of attemptlDg;-
to reconcile their reporting systems. August figures from the two State agencies
do not differ significantly from those for July. Although there are still discreo-
ancies between the State Employment Service reports and those from the -State
Department of Social Services, the two agencies have plans to issue joint reports
in the future which will force resolution of these differences. More effectiveeval-
uation will be possible at such time consolidated reports become available.;-

Figures in the following section should be understood to contain, some inac-
curacy due to these reporting problems.

Statistical Reoults to Date
The New York State Department of Social Services has reported (Attackment

A) that in July 48,609 persons were required to report at the EmploymentfServ
ice and pick up checks. The New York State Employment Service has reported
(Attachment B) that for the same period 42,654 recipients did report Noting
the discrepancies between State Employment Service and Department of toolat
Services figures, it appears that 6,000 of those required to report did not. There
are no figures to show how many of these were closed or reduced. Iathe oint
agency reporting an effort will be made to identify the number of cases that are
closed or reduced. ,

Of those who did report, the State Employment Service figures show tat
approximately 80,000 either would not or, for various reasons, could netube
referred, leaving about 12,700 who were referred to jobs.

Approximately 1,500 of these were known to'have been placed ln eml6yment
with, the balance either pending verification Or not placed for a varit!ty 6t ie0f6s.

A number of key questions about the program require further evalt tWtM*1t1tf'

IA reduction generally occurs' when one member of an eligible famil fafll to' 0
With the requirements so that the family's assistance check is redue'' b- the
allotted to that person but continues in the amount qualified for by otbeg.4P*0ro'0-
the family.
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because data have not been collected or because insufficient operating time has
elapsed to generate such data. For example:

(a) How many referrals involved AFDC? AFDC-UP? HR? The State
has suggested that most July f'eferrals Involved HR and AFDC-UF. Site
visits appeared to confirm this.

S'(b) How many grant reductions or closures would have occurred nor-
mally? By contrast with the figures above, New York City, for the year end-
Ing March 1971, closed an average of 5,101 HR cases monthly (about 7.6%
of the total caseload) : 560 because of emloyment; 1,382 because recipients
could not be located; the remainder for other reasons.

(c) What kind of Jobs were people referred to?
(d), For persons whose assistance was terminated or reduced because

they were fully employed, how long had they been working?
(e) Were benefits reduced or discontinued in error when the recipienthad Justifiable reason for failing to report refusing employment, or other-

wise failing to comply? A related question involves evaluating the system
used fol'prompt appeals and fail hearings.

0t. er Specifto Observations
There are a number of other study areas suggested by the tentative findings of

this. survey which are important to a complete evaluation and should be care-
fully analyzed through a more thorough study:

"e(a) Pfeot of Delayed Receipt
Pelay In receipt of assistance -whenever an employable person fails to pick up

hia check for whatever reason, is inherent in the system. In New York City, five
days %s now the minimum time for return of these checks to the appropriate
Social' Service Center for follow-up.

,Wl\ee. changes in employability status occur, the State must make an effort
to reduce delays in transferring recipients to the conventional payment system.

S () Transportation Costs
Special *transportation costs for required reporting to the State, Employment

Service or employment interviews are not provided. The Assistance Standard
cbbiaifis a general transportation allowance of approximately $1.50-$1.70 per
p6rein pet month. This does not include the recently enacted 10% reduction. Steps
are being taken to provide transportation for job interviews with employers, but
nob for re ar reporting to the State Employment Service.

hIn'New York City the minimum cost of two visits per month to the Employ-
merit Sbrv1te ts $1.20 by subway unless the person lives within walking distance.
Up-State, many areas have little or no public transportation available and there
have been' some reports of extreme-eases-such as the necessity for using taxis for
lng distAnce or bus schedules requiring an entire day in transit. However, the
actual percentage of cases in which such problems occur has not been confirmed
(although assumed to be small), nor have any remedial steps been cited which
may have already been undertaken.

(o) Day Care
.There I some evidence that lack of day care resources properly coordinated

witlrworking hours may limit AFDC referrals. This may be one area of possible
Improvement in the system. A potentially more serious day care problem may lie
lu! the fact that AFDC recipients are to be classified employable unless, after
dilgeit" search by the mother and Social Services staff, -care cannot be

arrafted. Criteria as to what constitutes "dilient" search are unclear. Cur-
rentty; this" requirement appears to be appl4 4,Core rigorously by some local
agantles than others. There are reports thin some up-State communities,
AFDC recipients are referred as employable without adequate prior child care
a ttdngements., Further, State agency efforts should be undertaking to achieve
maximum program uniformity between referring Offices.

,,(4VFffe ot Late Paomen.
Arminents for reporting are geared to the last two digits of the case num-

mrf'ew recipients receive a check on the first of the month when rents are
due. NeW York City picks up penalties for late payments in public housing.

Aome recipients receive their second check after the cut-off for purchase of
tood stamp s The State Department of Social Services states that -resolution of
thi1piTtbhtmn *1ill require modification of some existing contracts by the banks
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and local Service Districts, and the cooperation of USDA in relaxing existing
reporting dates.

(e) WIN Partoipants
Since the Work and Training component of WIN is administered by the Em-

ployment Service assessment of -participant progress is an ongoing State Em-
ployment Service responsibility. It appears that in practice the purpose of the
automatic semi-monthly visit may be limited to check pick-up for WIN partici-
pants. The content of interviews with participants in other training and rehabili-
tation programs is not yet clear. The State agencies involved intend to request
reconsideration of this provision by the 1972 legislature.

(f) PotentWa Reolpient Problems
Some up-State participants reported problems, with emphasis on transporta-

tion and child-care. Some claimed inadequate prior notice neither of intended
action or of right to fair hearing. The New York City spokesman emphasized
some adverse effects upon recipients, due the newness and complexity of the
system. He also reported that a serious problem could develop because personal
representatives are not permitted to accompany recipients to client-counselor
interviews.

PUBLIC WOiXS PROJECT
General Observoaions

Separate amendments, effective July 1, 1971, mandate the establishment of
Public Works Projects in HR and AFDC. As discussed earlier, implementation
is limited to HR. The legislation states that persons placed on public works
projects "will not be used to replace, or to perform any work ordinarily and
actually performed by regular employees..."

The HR amendment does not specify the kinds of jobs to be deveolped. By
regulation, they are expected to: "(1) maintain or develop adequate work habits;
(2) maintain or improve existing skills; or (3) develop new skills." At the time
of the Survey, guidelines had not yet been Issued to potential sponsors by State
agencies to insure maintenance or development of work habits and/or work
skills.

Necessary medical examination, transportation, and lunches ate provided by
the State Department of Social Services. Sponsors are required to provide uni-
forms and any special equipment.

Commissioners of local Social Service Districts may administer projects di-
rectly or by contract with the State Department of Labor. All Social Service
Districts have elected direct administration. Thus, the State Employment Serv-
ice is involved in referral to other employment and in check delivery but not in
development of projects or assignment of HR recipients to such projects.
New York Ofty

The New York City Public Works program began operation on July 27, 1971.
At the time of the discussion with City officials, a Task Force had developed ap-
proximately 9,000 public agency job possibilities, with potential expansion to
13,000 by September.

Unemployed HR recipients are to be assigned to projects after 80 days If other
employment is not available. Some 20% (8,047) of employable HRt recipients
who had not been accepted for employment had already been referred at the
time of the survey. Reports had been received on 1,500 of these, showing that
about 1,200 of the 1,500 were at work on Public Works Projects Reports on the
balance of the 8,047 referrals were not yet available. The Agency expected to
have a total of 7,000 Jobs filled by October.

The work requirement averaged 4.1 days per 10-day period. Actual time de-
pends upon the size of grant and the wage scale. Work is rated as unskilled
(training at $2.00 per hour) ; semi-skilled (entry level at $8.00 per hour) ; or
skilled (experienced level at $4.00 per hour).

To-date, referrals have been selective. The reaction of sponsors was considered
generally positive. Participants were reported to be capable workers, motivated
and interested in full-time employment. The Department of Social Services did
foresee problems In placing less work-ready individuals. Both Department of
Social Services officials and program sponsors believe that jobs are the key to a
successful program. Unless adequate numbers of private sector Jobs are avail-
able, the expectation of placement in regular, full-time employment might not be
realized, and individuals could continue indefinitely in a Public Works Project.


