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PUBLIC ASSISTANCE AMENDMENTS OF 1977

TUESDAY, JULY 12, 1977

U.S. SENATE,
SuscoMMITTEE ON PUBLIC ASSBISTANCE

- or THE CoMMITTEE ON FINANCE,
Washington, D.C.

The subcommittee met, pursuant to notice, at 10:05 a.m. in room
2221, Dirksen Senate Office Building, Hon. Daniel P. Moynihan
(chairman of the subcommittee) presiding. .

Present: Senators Long, Hathaway, Moynihan, Dole, Packwood,
and Danforth,

Senator Moy~1aAN. Good morning.

"The subcommittee will come to order. We would like to first take
the pleasure of acknowledging the singular honor of having the
majority whip in our pres::e today, Senator Cranston. His %egis—
lation is very closely associated with that which is before us and
which we will be taking up. We look forward to hearing Senator
Cranston if he wishes to comment.

[The committee press release announcing taese hearings and the
bill H.R. 7200 follow. Oral testimony commences on p. 550.]

~ - U.8. SENATE,
CoMMITTEE ON FINANCE,
SUBCOMMITTEE ON PUBLIC ABBISTANCE,
DIRKSEN SENATE OFFICE BLba.,
June 29, 1977.

FINANCE SUBCOMMITTEE ON PUBLIC ASSISTANCE SETS HEARINGS ON
PUBLIC ASSBISTANCE AMENDMENTS

The Honorable Daniel Patrick Moynihan (D., N.Y.), Chairman of the Sub-
committee on Public Assistance of the Committee on Finance, announced today
that the Subcommittee will hold hearings on H.R. 7200, a bill passed by the
House of Representatives which deals with the programs of supplemental se-
curity income (SSI), social services, child welfare services, aid to families
with dependent children (AFDC), and child support. Senator Moynihan stated
that the Subcommittee will consider the provisions of the House-passed bill
and related proposals concerning these programs.

The hearings will begin at 10:00 a.m. in Room 2221 Dirksen Senate Office
Building on Tuesday, July 12, 1977, with further hearings held in the same
room beginning 10:00 a.m. on Monday, July 18, 1977, and Tuesday, July 19,
1977. The Honorable Joseph A. Califano, Jr., Secretary of Health, Education,
and Welfare, will present the Administration’s position on Tuesday, July 12.

Senator Moynihan noted that the Administration, at hearings held earlier
this year by the Subcommittee, indicated a need for further time to develop
its overall proposals for welfare reform. “The need to postpone action on
basic structural reform of the national welfare system should not,” Senator
Moynihan said, “deter us from taking any action at all. I believe the Sub-
committee will want to find ways to make existing programs work better and
to provide on a temporary basis some of the relief from the burden of welfare
costs which has been promised to our hard-pressed States and localities.”

)
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Senator Moynihan indicated that legislation which he has introduced
(8. 1782) would provide such rellef by making additional Federal funding
available to the States and localities in connection with the program of aid to
familles with dependent children (AFDC). The bill would make available for
fiacal year 1978 additional Federal funding totalling $1 billion allocated
among the States in proportion to their December 1976 expenditures under
the AFDO program.

Requests to testify.—The Chairman advised that witnesses desiring to
testify during this hearing must submit their requests to Michael Stern, Staff
Director, Committee on Finance, 2227 Dirksen Senate Ofice Building, Wash-
ington, D.C. 20510, not later than Friday, July & 1977. Witnesses will be
notifled as soon as possible after this cutoff date as to when they are sched-
uled to appear. Once the witness has been advised of the date of his appear-
ance, it will not be possible for this date to be changed. If for some reason
the witness i8 unable to appear on the date scheduled, he may file a written
statement for the record of the hearing in lieu of a personal appearance. The
hearings will be held in Room 2221, Dirksen Senate Office Building and will
‘tr)egl;nlgt 10:00 a.an. on Tuesday, July 12, Monday, July 18, and Tuesday,

Ul 3 )

Consolidated testimony.—Senator Movnihan also stated that the Subcom-
mittee urges all witnesses who have # common position or with the same
general interest to consolidate their. t¢scimony and designate a single spokes-
man to present their common viewpoint orally to the Subcommittee, This

- procedure will enable the Subcommittee to receive a wider expression of views
than it might otherwise obtain, The Chairman urged very strongly that all wit-
nesses exert a maximum effort to consolidate and coordinate their statements.

Legislative Reorganization Act.—Senator Moynihan stated that the Legis.
lative Reorganization Act of 1946, as amended, requires all witnesses appear-
ing before the Committees of Congress “to file in advance written statements
of their proposed testimony, and to limit their oral presentations to brief
summaries of their argument.”

Witnesses scheduled to testify must comply with the following rules:

(1) A copy of the statement must be filed by the close of business two days
before the day the witness is scheduled to testify.

(2) All witnesses must include with their written statement a summary of
the principal points included in the statement.

(3) The written statements must be typed on letter-size paper (not legal
size) and at least 75 copies must be submitted by noon the day before the
witness is scheduled to testify. . .

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

(3) Not more than ten minutes will be allowed for oral presentation.

Written Testimony.—The Chairman stated that the Subcommittee would..
be pleased to receive written testimony from those persons or organizations
who wish to submit statements for the record. Statements submitted for
inclusion in the record should be typewritten, not more than 25 double-spaced
pages in length and mailed with five (6) copies by Friday, July 22, 1977, to
Michael Stern, Staff Director, Committee on Finance, Room 2227 -Dirksen

Senate Office Building, ‘Wash'lngton, D.C. 20510.
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~s22 1, R, 7200

IN THE SENATE OF THE UNITED STATES

June 15 (legislative day, May 18), 1977
Read twice and referred to the Committee on Finance

AN ACT
To amend the Social Security Act ¢to make needed improve-
ments in the programs of supplemental security income bene-
fits, aid to families with dependent children, child welfare
services, and social services, and for other purposes.

Be it enacted by the Senate and House of Representa-
tives of the Uniteg States of America in Congress a.ssembled,
That this Act may be cited as the “Public Assistance

W N

Amendments of 1977”. h
I
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'TITLE I-8UPPLEMENTAL SEOURITY INCOME
© PROGRAM
FOOD STAMP ELIGIBILITY FOR SUPPLEMENTAL SECURITY
INCOME RECIPIENTS
8eo. 101. Effective July 1, 1977, section 8 of Public
Law 93-233 is amended by striking out “June 30, 1977”
where it appears—

(1) in the matter preceding the colon in subsec-
tion (a) (1), and in the new sentence added by such
subseotion, and

(2) in subsections (a) (2), (b) (1), (b) (2),
(b) (8),and (f),

and by inserting in lien thereof in each instance “Qctober 1,
1978”.
ATTRIBUTION OF PARENTS' INCOME AND RESOURCES TO
OHILDREN ~
8ec. 102. (a) Section 1614 (c) of the Social Security
Act is repealed. -
(b) (1) Bection 1612(b) of such Act is amended—
" (A) by striking out “a child who”. in clause (1)
and inserting in lieu thereof “under the age of 22 and”’;
(B) by striking out “a child” in clause (9) and
inserting in lieu thereof “under age 18”; and
(O) by striking out “a child who is not an eligible
individual” in clause (10) and inserting in Lieu thereof
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“an individual who is not an eligible individual or

eligible spouse”.

(2) Section 1614 (a) (8) (A) of such Act is amended
by striking out “a child” and inserting in lieu thereof “an
individual”.

(8) Section 1614 (f) (2) of such Act is amended by
striking out “a child under age 21” and inserting in lien
thereof “under’age 18",

MODIFICATION OF REQUIREMENT FOR THIRD-PARTY PAYEE

Sro. 103. The second sentence of section 1631 (a) (2)
of the Social Security Act is amended by insertiné before
the period at the end thereof the following: “, unless, and
only so long as, the Secretary determines, upon the certifica-
tion of the physician attending such individual or spouse in
the institution or facility where such individual or spouse is
undergoing treatment as required by such section, that the
payment of benefits directly to such individual or spouse
would be of significant therapeutic value to him and that
there is substantial reason to believe that he would not mis-
use or improperly spend the funds involved”. -
CONTINUATION OF BENEFITS FOR INDIVIDUALS HOSPITAL-

1ZED OUTSIDE THE UNITED STATES IN OERTAIN CASES

SEc. 104. The second sentence of section 1611 (f) of the
Social Security Act is amended by striking out the comma

after “preceding sentence” and inserting in lieu thereof

N
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"#(1)”, and by inserting before the period at the end thereof

the following: * and (2) an individual ghall be treated as

‘being inside the United States during any. period of absence

from the United States which is demonstrated to the satis-
faction of the Secretary to be necessary in.order to obtain
inpatient hospital s;rvices, as defined in title XVIIT for
purposes of section 1814 (f), if (A) the requirements .of
subparagraphs (A) and (B) of section 1814 (f) (1) are

-met, or (B) the inpatient hospital services are emergency

services and the requirements of subparagraphs- (A) and
(B) of section 1814 (f) (2) are met”.
EXCLUBION OF OERTAIN GIFTS AND INHERITANOCES
FROM INCOME 4
Seo. 105. Section 1612 (a) (2) (E) of the Social Secu-
rity Aot is amended by inserting “, except that the Becre--
tary may by regulation provide that gifts and inheritances

which are not readily convertible into cash are not income”

. immediately after “inheritances”.

INCREASED PAYMENTS FOR PRESUMPTIVELY ELIGIBLE
S INDIVIDUALS N
8mo. -106. Section 1631 (a) (4) (A) of the Social
Security Act is amended by striking out “a cash advance -
against such benefits in an amount not exceeding $100”
and inserting in lieu thereof “one or more cash advances

against such benefits, the aggregate amount of -which may
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1 not exceed the aggregats amount of the benefits for which
2 he is presumptively eligible under this title, including any
8 federally’ administered State supplementary payments, for
4 the first three months of such presumptive eligibility”.

5 TERMINATION OF MANDATORY MINIMUM STATE SUPPLE-

6

MENTATION IN OERTAIN CASES
Seo. 107. Effective October 1, 1977, section 212 (a)

" (2) of Public Law 93-66 is amended—

(1) by striking out “or” at the end of subparagraph
©;
(2) by striking out the semicolon at the end of sub-

paragraph (D) and inserting in lieu thereof a comma;

and
(8) by striking out the matter that follows sub-

paragraph (D) and ingerting in lien thereof the fol-

lowing:

which such individual is not a resident of the State to

which the provision of subparagraph (B) applies, -
“(F) the _ﬁrsf month after September 1977 for

which the sum of such individual's title XVI benefit

"~ plus ofher income (as determined under paragraph

(3) (C) and any periodic State supplement is equal

- to or exceeds the amount of such individual’s Decem-

‘ber 1973 income (as determined under paragraph

\

“(E) the first month after September 1977 for
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13
14

15

16
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18
19

21

22

23

25

(3) (B)) as reduced by the amount, if any, by which
the amount of the supplementary payment payable
under the agreement entered into under this subsection
to such individual has been reduced under the provisions
of paragraph (8) (D), ' -

“(@) the first month after September 1977 for
which such individual is ineligible to receive supple-
mental security income benefits under title XVI of the
Social Security Act by reason of the provisions of sec-
tion 1611 (e) (1) (A) (except in the case of an individ-
ual who is in a public institution which is"a hospital,
extended care facility, nursing home, or intermediate
care facility), 1611 (e) (2) or (3), 1611(f), or i615
(c) of such Act, or

“(H) the first month after September 1977 for
which such individual is ineligible to receive supple-
mental income benefits under title XVI of the Social
Security Act by reason of the provisions of section 1611
(a) (1) (B) or (2) (B) of such Act;

except that no individual shall be eligiblé to receive such
supplementary paymentr for any month, if, for such monih,
such individual is ineligible to receive supplemental security
income benefits under title XVI of the Social Security Act
by reason of the provisions of section 1611 (e) (1) (A) of

such Act as they apply in the case of an individual who is
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in & publio institution which is a hospital, extended care fa-
oility, nursing home, or intermediate care facility.”.
MONTHLY dOMPUTATION PERIOD FOR DETERMINATION oF
SUPPLEMENTAL SEOURITY INCOME BENEFITS

Bec. 108. (a) (1) The first sentence of section 1611
(o) (1) of the Bocial Becurity Act is amended to read as
follows: “An individual’s eligibility for benefits under this
title and the amount of such benefits shall be determined for
each month.”. '

(2) The second sentence of section 1611 (c) (1) of
such Act is amended by striking out “quarter” and inserting
in lieu thereof “month”. A

(b) (1) Bection 1612(b) (3) (A) of such Act is
amended—

(A) by striking out “quarter’” and “calendar quar-
ter”” wherever they appear and inserting in lieu thereof
“month” ; and

(B) by striking out “$60” and inserting in liey
thereof “$20". . .__
(2) Section 1612 (b) (3) (B) of such Actis amended—

(A) by striking out “quarter” and “calendar quar-

_ter” wherever they appear and inserting in lieu thereof
“month”; and

(B) by striking out “$30” and inserting in lieu

thereof “$10”.
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(o) The amendments made by this section shall be effeo-

tive on such date as the Secretary of Health, Educdtion, and

Welfare ‘determines to be administratively feasible, but not

later than Beptember 30, 1978.

ELIGIBILITY OF INDIVIDUALS IN OERTAIN MEDIOAL:
INSTITUTIONS -

Sko. 109. (a) Section 1611 (e) (1) (A) of the Social
Security Act is amended by striking out “subparagraph
(B) and (C)” and inserting in lieu thereof “subpara-
graphs (B), (), and (D)”.

(b)- Section 1611 (e) (1) of such Act is amended by
redesxgnatmg subpamgraph (C) as subparagraph (D), and
by smkmg out subparagraph (B) and msertm in lieu
thereof the following new subparagraphs: '

K (B) Except as set forth in subpaméraph (C), in any
case where an eligible individual or eligible spouse is in a
hospital, extended care facility, nursing hbme, or inter:
mediate care facility, such individual’s benefit for the period
endmg thh the t.hnd consecutive month throughout which
be i is m such hospxtal home, or facxhty shall be determinéd

a8 though be were continuing to reside outsxde the institution

nnder the same conditions as before he entered the institu-
tion. L

“(C) In any case where an ehgxb]e mdmdual or
eligible spouse is throughout any month in a hospxtal
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i ¢xtended care facility, nursing home, or intermediate caid
.o facility, receiving payments (with respeat to such individ-
3 ual or spouse) under a State plan approved under title
4 XIX, and such month is either-: '

5 “(i) the first month in any period of eligibility
under this title based .on an application filed in or before
such month, or a month in a continuous period of months
beginning with such first.month, throughout which such
individual or spomse is in a hospital, .extended care
10 fa.cility,\:nursing home, or intermediate care facility
1 (whether or not receiving payments with respect to
12 such .individnal or spouse for each month in such

© o 9 o

13 peried), or
14 - “(ii) the fourth .consecutive month 'throughout _
15 which, or a month in & continuous period beginning
16 . with such fourth consecutive month t&opghout which,
17 such individual or spouse isvin a hospital, extended care

18 facility, nursing home, or intermediate care facility
19 (whether or not receiving payments with respect to

20 such individual or spouse for each month in such

21 Dperod),
the benefit fori‘ such individual for such month shall be

22

93 payable—

2% “(iii) - in the case of an.individual who does not
25 . have an eligible spouse, at a rate not in excess of $300

94-608 0~ 172
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per year (reduced by the amount of any income of such

individual which is not excluded pursuant to section

1612(b));

“(iv) in the case of an individual who has an eli-
gible spouse, if only one of them is in such a hospital,
home, or facility throughout such month, at a rate not

in excess of the sum of—

=== “(I) the rate of $300 per year (reduced by

the amount of any income, not excluded pursuant to
section 1612 (b), of the one who is in such hospital,
home, or facility) , and ‘

“(II) the applicable rate specified in subsec-
tion (b) (1) (reduced by the amount of any in-
come, not excluded pursuant to section 1612 (b), of
the other) ; and
“(v) in the case of an individual who hes an eligi-

ble spouse, if both of them are in such a hospital, home,
or facility throughout such month, at a rate not in excess
of $600 per year (reduced by the amount of any income
of either spouse which is not excluded pursuant to section

1612(b));

22 oxcept that for purposes of any provision of law other than

23 this subparagraph, any benefit determined under clause (iv)

24 ghall be deemed to be payable at a rate equal to the sum of

25 the rate of $300 per year and the applicable rate specified ir.
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subsection (b) (1), reduced by any income of either spouss
which is not éxcluded pursuant to section 1612 (b)."”.
COST-OF-LIVING ADJUSTMENTS IN SUPPLEMENTAL SE-
OUBITY INCOME PAYMENTS TO INDIVIDUALS IN OEB-
TAIN INSTITUTIONS : )
8E0. 110. (a) Section 1617 of the Social Security Act
is amended by inserting “, and (e) (1) (B)” after “(b)
(2)”. T
(b) The amendment madé by subsection (a) shall
apply as provided in section 118, taking into account deter-
minations made under section 215 (i) of the Social Security
Act in and after 1977. o
EXOLUSION FROM INCOME OF CEETAIN ASSISTANCE BASED
ON NEBD
8Eo. T11. (a) Section 1612 (b) of the Social Security
Act is amended— ' '
(1) by striking out “and” at the end of paragraph
(10); ' '
(2) by striking out the period at the end of pars-
" graph (11) and inserting in lieu thereof *“; and”; and
(3) by adding after paragraph (11) the following
new paragraph:
“(12) any assistance which is based on need and
is furnished by any private entity described in section
501 (c) (8) of the Internal Revenue Code of 1954
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~which i8 exempt from taxation under section 501 (a)

of such Code unless such assistance is furnjshed in ful- -
.. fillment of an obligation deseribed in subsection (s) (2)

(A) (). . o

(b) The amendments made by subsection (a) shall
become effective. on the first day of the ‘second calendar
quaxter beginning after the date of the enactme.nlz_oithis Adt,
but no later than September 30, 1978.
EXCLUSION. OR OCEBTAIN ASSISTANOB. PAYMENTS FROM
4 INCOMB .
- BEo. 112. Section 1631 (b) of the Social Security, Act
is amended by inserting “(1)” after “(b)”, and by adding
at the.end thaveaf the following new paragraph:

‘“(2) No part of any benefit paid to an individual under
thia. tigle- for any: menth beginning before October 1, 1976,
shall be considered an -overpayment by reason of assistance
peid undes. sny pravision of law with respect to a dwelling
unit in which such individual was living if, under section

»» 2 (). of tha; Housing: Authorization Act of 1976, the value of
- assiatance paid. under that provision of law would not be con-
.’ sidiened:as inqomma:ar:a.reseurce for. purposes of benefits under

this title on or after that date.”.

- DRFINITION: QF - BLIGIBLY. SPOUSE
- -Segs 113« Effactive. with respect. ta months after Sep-
tumber; L9717, the- first] sentance. of section 1614 (b) of the
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Social Secarity Act is amended by stnlnng oat “for more

than six months” and inserting in lieu thereof “for more than

one month”, '
COORDINATION WITH OTHER ASSISTANCE PROGRAMS
"8E0. 114. Effective October 1, 1978, section 1633 of

" the Social Security Act is amended by adding at the end

thereof the following new subsection:
“(o) (1) The Secretary shall take such actions as may
be necessary and appropriate to coordinate the administra-

" tion of the program under this title with the administration

of the medical asastance program under title XIX and the
food stamp program, in & manner which will facilitate the

.ﬁlmg of claims for and recexpt of benefits under all such

programs.

“(2) In darrying out paragraph (1), the Secretary
is authorized to enter into arrangements with the a"genoies
administering the medical assistance and food stamp pro-
gmmé to provide' that, whenever possible, claims for assist-
ance under such programs may be filed at the same office
where claims for benefits under this title are filed.

“ (3) The Secretary is authorized to reimburse any
publio ag‘ency for any additional administrative ‘expenses

mcurred by such agency under or by reason of . an_agree-

' ment or arrangement made between such agency and the
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‘Becretary for the purpose of implementing the provisions

 of this subsection.”.

ATTRIBUTION OF SPONSOR’S INCOME AND RESOUROCES
4 10 AumNs _

Sro. 115. Section 1614 of the Social Security Act is
amended by adding at the end thereof the following new
subsection

“Income and Resources of Alien’s Sponsor

“(g) For purposes of determining eligibility for and the
amount of benefits for any individual who is an alien and
whose permanént residence in the United States begins after
the date of the enactment of this subsection, there shall be
imputed to such individual the income and resources of any
person who, as & sponsor of such individual’s entry into the
United States, executed an affidavit of support or similar
agreement with respect to such individual, for the duration
of the assurances of support contained in such affidavit or
agreement but for no longer than a period of three years

after such entry; except that the preceding provisions of this

* subsection shall not apply with respect to any individual -

who is an ‘aged, blind, or disabled individual’ for purposes
of this title by reason of blindness (as determined under
subsection (a) (2) ) or disability (as determined under sub-
section (a) (3) ), from and after the onset of the impairment
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* involved, if such blindness or disability commenced after the
- date of such individual’s admission to the United States.”.

_ EFFROTIVE DATR
Ser. 116, Except as otherwise specifically provided in
this title, the amendments made by this title shall apply with
respect to months after the month f;llowing the month in
which this Act is enacted, or with respect to months after

September 1977, whichever is later, but shall~in any event

become effective no later than September 1, 1978.

TITLE II—PUBLIC ASSISTANCE PROGRAMS IN
PUERTO RICO, THE VIRGIN ISLANDS, AND
GUAM

EXTENSION OF SUPPLEMENTAL SECURITY INCOME BENE-
FIT PROGRAM TO PUERTO RICO, GUAM, AND THE VIRGIN
ISLANDS
8ro. 201. (a) (1) Bection 1614 (e) of the Social Secu-

rity Act is amended by striking out “and the District of

Columbia” and inserting in lieu thereof *, the District of

Columbia, Puerto Rico, the Virgin Islands, and Guam?”,
(2) Section 1101 (a) (1) of such Act is amended—

(A) by inserting “XVI,” after “XI” and
(B) by striking out the last sentence (as added by _
section 18 (z-2) (1) (A) (ii) of Public Law 93-248).
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(8) Bection 808 (b) of the Social Security Amendments
of 1972 is repealed. ..
(b) Section 1108 of such Act is amended by. adding at
the end thereof- the following new subsection:
-“(e) (1) In applying the provisions of—
“(A) subsections (a), (b), and (e) (1) of section
1611,
“(B) subsections (a) (2) (D), (b) (2), and (b)
(3) of section 1612,
 “(C) subsection (a) of section 1613,
“(D) section 1617, and
“(E) section 211(a) (1) (A) -of Public Law
93-686,
the dollar amounts to be used shall, instead of the figures
specified (or referred to) in such provisions, be dollar
amounts bearing the same ratio to the figures so specified as
the per capita incomes of Puerto Rico, the Virgin Islands,

and Guam, respectively, bear to the per capita income of

“that one of the States which has the lowest per capita in-

come; except that in no case may the amounts so used ex-

ceed the figures so specified.
~ “(2) (A) The amounts to be-used under such sections

“in Puerto. Rico, the Virgin Islands, and Guam shall be

promulgated by the Secretary between Qctober 1 and No-

vember 30 of each even-numbered year, on the basis of
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the average per capita income of each State -for the most re-
cent calendar year for which satisfactory data are available
from the Department of Commerce. .Such promulgation shall
be effective for each of the two fiscal years in the period
beginning October 1 next succeeding such promulgation.

“(B) The term ‘State’, for purposes of subparagraph
(A) only, means the fifty States and the District of
Columbia.

“(8) If the amounts which would otherwise be promu}-
gated for any fiscal year ‘for any of the three States referred
to in paragraph (1) would be lower than the amounts
promulgated for such State for the immediately preceding
period, the amounts for such ﬁscai year shall be increased
to the extent of the difference; and the amounts so increases
gshall be the amounts promulgated for such year.”.

(¢) The first sentence of section 1615 (c) (3) of such _
Act is amended by striking out “ (and for purposes” and all
that follows and inserting in lieu thereof “bears to the under_
7 population of all the States.”.

(d) The amendments made by this section (except sub-
seotions (a) (3) and (c)) shall apply with respect to sup-
plemental security income benefits payable under title X VI
of the Bocial Security Act for months after March 1978.
Subsections (a) (3) and (c) shall become effective April 1,

1978.
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(e) The initial determination and promulgation of dol-
lar amounts with respect to Puerto Rico, th:a Virgin Islands,
and Guam under section 1108 (e) of the Social Security Act
(as added by subsection (b) of this section) shall be made
as soon as possible after the enactment of this Act and shall
be conclusive for the six quarters in the period beginning
April 1, 1978, and ending September 30, 1979; and the ini-
tial promulgation of the limitations applicable to Puerto Rico,
the Virgin Islands, and Guam under section 1615 (¢) (3) of
the Social Security Act (as amended by subsection (c) of
this section) shall be made as soon as possible after the en-
actment of this Act and shall be conclusive for the portion
of the fiscal year ending September 30, 1978, which begins
on April 1, 1978.

SOCIAL SERVICES ENTITLEMENT FOR PUERTO RICU, GUAM,
AND THE VIRGIN ISLANDS

SEc. 202. (a) Section 2002 (a) (2) (B) of the Social

Security Act is amended—
(1) by inserting “ (i) "’ after “ (B) ";
(2) by striking out “at the earliest practicable

21
22
23
24

_date after the commencement of such fiscal year” and
inserting in lieu thereof “prior to the commencement

of such fiscal year”;

-(3) by striking out “is greater or less than”
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each place it appears and inserting in lieu thereof “ex-
coeds or is less than" ; and

(4) by adding at the end thereof the following new
subdivision:
“ (i) If—

M(I) any State which certified under subdivision
(i) that its limitation for any fiscal year is equal.to
or less than the amount needed by the State (for uses

to which the limitation applies) subsequently determines

. that the amount of such limitation exceeds the amount

so needed, or

“(II) any State which certified under subdivision

(i) that its limitation for any fiscal year exceeds the

amount needed by the State (for such uses) subse-

quently determines that the amount of such limitation
exceeds the amount so needed by more than the amount

of the excess so certified,

such State shall certify to the Secretary the amount, or the

additional amount, by which the limitation exceeds such

need.”,

'(b) Section 2002 (a) (2) (C) of such Act is amended

to read as follows:

“(C) If any State certifies—
. “(i) in accordance with subparagraph (B) (i) that
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the amount of its limitation for any fiscal year as promul-
gated under subparagraph (A) exceeds its need for such
year, or
“(ii) in accordance with subparagraph (B) (ii)
that the amount of its limitation for such fiscal year as so
promulgated. exceeds its need for such year or exceeds
such need by an additional amount,
then such limitation shall be reduced by the amount of such
excess or such additional excess; and the amount of the re-

duction shall be available for allotment as provided in sub-

paragraph (D).”.
(¢) The proviso in section 2002 (a) (2) (D) of such

Act is amended—

(1) by striking out “the amounts made available”
and inserting in lieu thereof “‘the amounts which have
been made available as of any time during the fiscal
year”; and

(2) by striking out “such amounts as are available”
and inserting in lieu thereof “such amounts as have
theretofore been made available”.

(d) The amendments made by this section shall be ef-
fective with respect to fiscal years beginning after Septem-
ber 30, 1977. _
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BEMOVAL OF CEILING ON FEDERAL MATCHING FUNDS FOR
AFDO IN PUERTO RICO, GUAM, AND THE VIRGIN
ISLANDS
8eo. 203. (a) Subsection (a) of section 1108 of the

Social Secﬁrit'y Act is repealed.

(b) Bection 2002 (a) (2) (D) of such Act is amended
by striking out “in addition to amounts available under

* section 1108 for purposes of matching the expenditures of -

such jurisdictions for services pursuant to sections 3 (a)
(4) and (5), 403 (a) (3), 1003 (a) (3) and (4), 1408
(a) (3) and (4), and 1603 (a) (4) and (5)” and in-
serting in lieu thereof “in addition to any other amounts
available for purposes of matching the expenditures of such
jurisdictions for services pursuant to section 403 (a) (3) and
for purposes of providing services under plans approved by
the Secretary for aged, blind, and disabled individuals in
such jurisdictions who are receiving supplemental security
income benefits under title XVI or who, within such period
or periods as the Secretary may prescribe, have been or are
likely to become applicants for or recipients of such benefits”.

(¢) The amendments made by this section shall take
effect on April 1, 1978. i
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TITLE ITI-80CIAY, SERVICES PROGRAM
INCREASE IN CEILING ON FEDERAL S0OCIAL BSERVICES
FUNDING, EXTENSION OF SPECIAL PROVISIONS RELAT-
- ING TO CHILD DAY CARE SERVICES
8Ec. 301. (a) (1) Effective with respect to fiscal years
beginning after September 30, 1977, section 2002 (a) (2)
(A) of the Social Security Act is amended by striking
out “$2,500,000,000” and inserting in lieu thereof
“$2,700,000,000”.
(2) Notwithstanding the amendment raade by para-

“graph (1), the amount of the limitation (imposed by section

2002 (a) (2) of the SBocial Security Act) which is applicable

to any State for the fiscal year ending September 30, 1978,

shall not exceed an amount equal to (A) the limitation (so

"imposed) which would be applicable to such State for such

fisoal .year without regard to such amendment, pius (B)
an amount equal to the sum of (i) the total amount of
expenditures (I) which are made during such fisal year
in connection with the provision of any child day care
service, and (II) with respect to which paymeunt is|author-

ized to be made to the State under title XX of such !Act for

such fiscal year, and (ii) the aggregate of the amqunts of
the grants, made by the State during such fiscal year, to
which the provisions of section 3(c) (1) of Public Law

94-401 are applicable.
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(8) Bection 3 (b) of Public Law 94-401 is amended by
inserting after “the provisions of such subsection” the fol-
lowing: “, or which become payable to any State for the fis-
cal year ending September 30, 1978, by reason of section
301 (a) of the Public Assistance Amendments of 1977,”.

(b) (1) Section 7(a) (3) of Public Law 93-647 is
amended by striking out “October 1, 1977" and inserting
in lieu thereof “October 1, 1978”.

(2) (A) Section 3 (c) (1) of the Public Law 94-401
is amended by inserting after “fiscal year specified in sub-
section (a),” the following: “or during the fiscal year end-
ing September 30, 1978,”.

(B) Section 3(c) (2) (A) of Public Law 94401 is
amended—

(i) by inserting “ (i) " after “the amount, if any, by
which”; and

(ii) by inserting after “such fiscal period or year,”
the following: “or (ii) the aggregate of the sums (as so
described) granted by any State during the fiscal year
ending September 30, 1978, exceeds the amount by
which such State’s limitation for that fiscal year is in-
creased pursuant to section 301 (a) of thé Public As-

sistance Amendments of 1977”.

(3) (A) Section 3(d) (1) of Public Law 94-401 is
amended by inserting before the period at the end thereof
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the following: “, and during the fiscal year ending Septem-
ber 80, 1978”. .
(B) Section 8 (d) (2) of such Public Law is amended—
(i) by striking out “such fiscal year” in the mat-
___ ter preceding subparagraph (A) and inserting in lieu
t;;of “either such fiscal year”; and
(i) by striking out subparagraph (A) and insert-
ing in lieu thereof the following:
“(A) the amount by which the limitation (im-
" posed by section 2002 (a) (2) of such—Act) which is
.applicable to such State for such fiscal year is increased
pursuant to subsection (a) or pursuant to section

801 (a) of the Public Assistance Amendments of 1977,

over”,

(4) Section 50B (a) (2) (B) of the Internal Revenue
Code of 1954 (definition of Federal welfare recipient em-
ployment incentive expenses) is amended by striking out
“October 1, 1977” and inserting in lieu thereof “October 1,
1978”. B

(5) Bection 5(b) of Public Law 94-401 is amended
by striking out “September 30, 1977” and “October 1,
1977” and inserting in lien thereof “September 30, 1978"
and “October 1, 1978”, respectively.

(8) Section 4(c) of Public Law 94-120 is amended
by striking out “September 80, 1977 and “October 1,
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1977” and insertfﬁg in'lien thereof “September 30, 1978”

LA

and “October. 1, 1978”, respectively.

(o) Section 2002 (a) (9) (B) of the Booml Secunty
Act is amended by striking out “July 1, 1977” inserhng
in lieu thereof “April 1, 1978 '

TITLE IV—CHILD-WELFARE SERVICES

PROGRAM
AMENDMENTS TO OHILD-WELFARE SERVIOES PROVISIONS
8r0. 401. (a) (1) Section 420 of the Social Security
10 Act is amended by striking out “the following sums are
11 hereby authorized to be appropriated” and all that follows

«

W ® -3 o

12 and inserting in lieu thereof “there is authorized to be ap-
13 propriated for each fiscal year a sum sufficient to carry out
14 the purposes of this part (other than sections 428 and

15 429).”,
16 (2) Bection 421 of such Act is amended—
17 (A) by striking out “The sum appropriated pur-

18 suant to section 420 for each fiscal year shall be allotted
19 by the Secretary for use” and inseriing in lieu thereof
20 “The sum of $266,000,000 shall be allotted by the Sec-
21 retary each fiscal year for use”; and

22 ~ (B) by striking out “the remainder of the sum so
23 appropriated for such year” and inserting in lieu thereof
24 “the remgainder of such sum”,

94-698 0 -17-8
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(8) The first sentence of section 422 (a) of such Act is

amended—

(A) by striking out “From the sums appropriated
therefor and the allotment available under this part, the
Secretary” in the matter preceding paragraph (1) and
insenmé in lieu thereof “For each fiscal year the Sec-
retary”’;

(B) by inserting “, approved by the Secretary for
such ﬁscai year,” after “a plan for child-welfare serv-
ices” in the matter preceding subparagraph (A) in
paragraph (1) ;

(C) by striking out “an amount equal to the

Federal share (as determined under section 423) of

the total sum expended under such plan (including the

cost of administration of the plan) in meeting the costs”
in the matter following paragraph (2) and inserting in
lieu thereof the following: “an amount equal to the
allotment of the State for that fiscal year under ‘section
421 (or, if less, an amount equal to the total sum ex-
pended under the plan for the purposes involved) for
use under and in accordance with the plan in meeting
the costs”; and

(D) by inserting before the period at the end

¢

thereof the following: , and in meeting the cost of

administration of the plan”.
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1 (4) Beotion 422 (b) (2) of such Aot is amended by
o striking out “From the allotment available therefor, the
3 Becretary” and inserting in Keu thereof “The Secretary”.
4 (5) (A) Bection 423 (b) of such Act is repealed.

5 (B) Section 428 (¢) of such Act is amended—

6 (i) by striking out “Federal share and”; and

7 (ii) i>y striking out the proviso,

8 (b) (1) Bection 422(a) (1) (B) of such Act is
9

amended—
10 (A) by ‘striking out “and the services provided”
1 and inserting in lieu thereof “, the services provided”;
12 and )
13 (B) by inserting after “part A of this title,” the;
14 following: “and services provided under title XX and

15 under State programs having a relationship to the pro-
16 gram under this part,”.

17 (2) Section 422 (a) (1) of such Act is further amended
18 by striking out “and” at the end of subparagraph (B), and
19 by striking out subparagraph (C) and inserting in lieu
20 thereof the following new subparagraphs:

21 “(C) contains a description of the services to
22 be provided and specifies the geographic areas
23 " where such services will be available,

A4 “(D) contains a description of the steps which

% the State will take to accomplish the purposes
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enumerated 'in section 425 and to make progress
~ “(i) covering additional political subdivi-
si_ons,

“(ii) reaching additional children in need
of services, and

“(ili) expanding and strengthening the
range of existing services and developing new
types of services,

along with a description of the State’s child-wel-
fare services staff development and training plan,
and 1

1 (E) provides that the agency udministering
or supervising the administration of the plan will
furnish such reports, containing such information,
and participate in such evaluations, as the Secretary
may require, and”’.

(8) Bection 422 (a) (2) of such Act is amended by
striking out “that makes a satisfactory showing” and all
that follows down through “provided by the staff” and in-
serting in lieu thereof “that (with respect to child day
care services provided under this title) it is in complianco
with the standards and requirements imposed with respect

to child day care under title XX, except insofar as eligibility
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for such services is involved and except as provided in sec-
tion 426 (b), and that cl;il;i-welfare services will be provided
by the staff”’.

(c) Section 425 of such Act is amended to read as
follows:

“DEFINITION

“8Ec. 425, For the purpose of this title, the term
‘child-welfare services’ means public social services which
are directed toward the accomplishment o; the following
purposes: (1) protecting and promoting the welfare of all
children, including handicapped, homeless, dependent, or
neglected children; (2) preventing or remedying, or assist-
ing in the solution of problems which may result in, the
neglect, abuse, exploitation, or delinquency of children;
(3) preventing the unnecessary separation of children from
their families by identifying family problems, assisting fam-
ilies in resolving their problems, and preventing breakup of
the family where the prevention of child removal is desir-
able and possible; (4) restoring to their natural familics
children who have been removed, by the provision of services
to the child and the natural families; (5) placing the child
in a suitable adoptive home, if restoration to the natural fam-
ily is not possible or appropriate; and (6) assuring adequate

care of children away from their homes, in cases where the
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child cannot be returned to his natural home or cannot be
placed for adoption using all known and available tech-
niques to do so.”.

(d) Part B of title !V of such Act is amended by re-
designating section 426 as éection 429, and by inserting after
section 425 the following new section:

“REQUIREMENTS AND LIMITATIONS APPLICABLE TO
EXPENDITURE OF FEDERAI FUNDS

“Sgc. 426. (a) No amount paid to a State under this
part may be expended in making payments for foster care
of the type described in section 408, except to the extent that
the total amount of such payments (in the fiscal year for
which such amount is paid to the State) does not exceed the
total amount of the State’s expenditures for foster care of that
type (with respect to which Federal payments were made
under this part) in the fiscal year ending September 30,
1971, as established by the Secretary on the basis of reports
submitted by the State.

“(b) No amount paid to a State under this part may be
used for child day care which is provided solely because of
the employment of a parent.

“(0) No amount paid to a State under this part may be

used—
“(1) for the purchase, construction, or major modi-
[}
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fication of any land, building, or other facility, or fixed
équipmont; or

“(2) for the provision of any educational service
which the State makes generally available to its residents
without cost and without regard to their income.
“(d) The total amount of State and local funds expend;d
in any State for child welfare services (including adoption
services and subsidies) other than foster care ‘of the type de-
scribed in section 408, in any fiscal year, shall not be less
than the total amount of Stt;te and local funds so expended
in such State in the fiscal year ending September 30, 1977;
and compliance with this requirement by a State in any fiscal
year, as determined by the Secretary, shall be a condition of
such State’s eligibility for Federal payments under this part

(e) Effective October 1, 1978, part B of title IV
of sﬁch Act is further amended by inserting after section 427
(as added by section 402 (a) of this Act) the following new
section:

“ADOPTION INFORMATION SYSTEM

“BEro. 428. The Secretary shall take such steps as may
be necessary and appropriate to provide for the establishment
and operation of & naﬁon\al and regional adoption information

system to assist in the location of children in need of adop-
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tion and in the placement in adoptive homes of children
awaiting adoption, and for the prbmotion of cooperative ef-
forts with and among similar programs.”. '

(f) (1) Subject to paragraph (2), the amendments
made by this section (except subscction (e) ) shall be effec-
tive with respect to fiscal years ending on and after Septem-
ber 30, 1978, |

(2) Notwithstanding paragraph (1) or any other
provision of law, the Secretary of Health, Education, and
Welfare shall have authority, in such cases and to such extent
as he may deem appropriate; to waive the application with
respect to the fiscal year ending September 80, 1978, of
any of the conditions, limitations, and requirements imposed
under part B of title IV of the Social Security Act (other
than those imposed under-sections 426 and 427 of such
Act) by the amendments made by this section.

FOSTER CARE PROTECTION

SEc. 402. (a) Part B of title IV of the Social Security
Act is amended by adding after section 426 (as added by
section 401 ( d)_;of this Act) the followiug new section:

“REQUIREMENT OF STATE AOTION TO ASSURE FOSTER
' CARE PROTECTION

“Sec. 427. No payment shall be made to any State

with respect to expenditures made after September 30, 1979,
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1 under this part unlegs that State has in effect such laws, regu--

' g lations, standards, practices, and procedures, approved by

3 the Secretary for purposes of this section, as are necessary

4 and appropriate to assure that—

5
6
7
8
9

10
1
12
13
14
15
16
17
18
19
20
21
22
23
24

“(1) no child (except in a situation described in

paragraph (2) (A) or (2) (C)) will be placed in foster

_ care either voluntarily or involuntarily unless the child

and his family have been provided adequate preven-
tive services which are designed to avoid unnecessary

out-of-home placements (and which may include home-

‘maker services, day care, twenty-four-hour crisis inter-

vention, emergency caretaker services, emergency tem-
porary shelters and group homes for adolescents, and
emergency coﬁnseling) , or such preventive services have
been made available but refused by the family;

“(2) no child will be involuntarily removed from
a home shared with a parent and placed in foster care,

except on a short-term emergency basis either in the case

of a situation described in subparagraph (A) of this

paragraph or in the case of an alleged delinquént or an
alleged status offender, unless there has been a judicial
determination, by a court of competent jurisdiction,

that—
“(A) the situation in the home presents a sub-
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stantial and immediate danger to the child which
would not be mitigated by the provision of pre-
ventive services,

“(B) the child is dependent, neglected, or in
need of supervision or has committed a status offense,
and pmvenﬁve services have been provided to the
family pursuant to paragraph (1) but have failed to
alleviete ihe crisis necessitating an out-of-home
placement, or have been made available but refused
by the family, or

“(C) the child has committed a delinquent
offense; ‘

-*“(3) no child will be placed in foster care by the
voluntary action of a parent unless preventive services
have been provided to the family but have failed to alle-
viate the crisis necessitating an out-of-home placement
or have been made available but have been refused by
the family, and a voluntary placement agreement, con-
taining such provisions as the Secretary shall by regula-

tion require for purposes of this section, has been de-

-veloped and approved by the placement agency and

the parents, signed by both, and a copy given to any
foster parent or guardian;

“(4) with respect ‘o each child accepted for place-

ment—
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© “(A) the child will be placed in the least re-

strictive setting which most approximates a family

_and in which his special needs, if any, may be met

in accordance with such criteria as the Secretary
shall by regulation establish, .

. “(B) the child-will be placed within reason-

~able groximity to his or her natural home, taking

into ac‘coun!:~ any special needs of the child, and

+ “(0) where appropriate, all reasonable efforts

will be taken to place the child with r;latives; )

“(5) the State will establish and make available

to each child in placement, his parents, and other mem-

bers of his family, family reunification services which

are designed to alleviate the conditions necessitating

placement and to irsure the swiftest possible return of

. the child to his natural home and which may include

transportation services, family and individual therapy,
psychiatric counseling, homemaker and housekeeper
services, day care, consumer education, respite care,
information and referral services, and services to assist in

postplacement adjustment ;

.+ (6) the State has-provided for the development

of a written - individualized case plan for each child

-receiving foster care, and has established procedures for

an impartial review of each case plan by an experi-
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enced and objective person not direetly involved in the

“provision of services to the family (which may be a
- court of competent jurisdiction) no less frequently Lht
w

onoe every six months, the purpose of such revie
be—

“(A) to determine the extent of progress whi
has been made toward alleviating or mitigatingmt:j\
causes necessitating placement, and project a likely
date by which the child may be returned to the
natural home, and

“(B) to insure compliance by all parties with
the requirements of the case plan and voluntary
‘pla.cement agreeinent, and modify those documents
where necessé;y;

“(7) the review referred to in paragraph (6) will—

“(A) be conducted no less than two weeks
after the parent and the child have been notified in
writing of the review, advised of the status of the
case and agency recommendations, and provided the
opportunity to appear by or with representation of
their choice, and

“(B) result in written findings and conclusions
and, if néééssary, modifications of the case plan,
which sball specify the obligations and duties of all

parties during the continued period of placement, &
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capy ol which must be provided to the agency and

to the child’s naturel parent and guardian, foster

parents, or other party having responsibility for
~ the maintenance of the child.

“(8) the State has established procedures for a dis-
positional hearing to be held, in a family or juvenile
court or another court of competent jurisdiction, or by an
administrative body appointed by a court, no later than
eighteen months after the original placement, which
hearing— ..
“(A) shall determine whether the child—

“(i) should be returned to the parent,

“(ii) requires continued placement for &
specified period of time not to exceed six months
unless extended by the court (or administra-
tive body) because of special needs or special
circumstances which prevent immediate reuni-
fication,

“ (i) should be freed for legal adoption
through ter;ninaﬁon of parental rights proceed-
ihgs and.plwe((l in an adoptive home, or

: “(i;)"mquhes a permanent long-term fos-
ter care ‘pllacement because the child cannot be
returned home or placed in an adoptive home
due to si)ecial needs; and
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“(B) shall be preceded by notification to all
interested parties, including the agency having re-
sponsibility for the child, the child in care, the
child’s parents, and the child’s foster parents, which
notification— o

“(i) shall be given to each such party

1o less than two weeks prior to such disposi-

tional hearing, -

‘(i) shall fully inform ell parties of the
nature of the dispositional hearing, of its pos-
sible consequences, and of their right to partic-
icipate therein with or by representation of
their choice, and \

“(iii) shall fully inform the parents and
the child of their right, if they cannot otherwise
afford or obtain represenfation, to receive court-

appointed represénbation;

“(9) & child will remain in foster care after the

dispositional hearing only if-— |

“(A) (i) the court (or administrative body)
determines that continuation in temporary foster
care for a specified time period is necessary because
there is a strong likelihood - that restoration wnth
the parent will be achievable during that time, or

“(ii) the agency documents to the court (or
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administrative body) no less frequently than once
every six months that it is diligently undertaking
procedures o free the child or to place the child
for adoption, or ,

“(iii) the court (or administrative body) de-
termines that the child’s special needs necessitate
a permanent long-term foster care placement and
the néency documents that such a placement has

been made or that it is diligently undertaking to

secure such a placement; and

“(B) there continues to bo a review by the

court (or administrative body) on a periodic basis

~ to insure that the disposition rendered pursuant to

.- paragraph (3) is being carried out: Provided, That

once the court (or administrative body) determines
that a child has been placed in & permanent long-
term foster care placement pursuant to paragraph
(8) (A) (iv) and clause (iii) of subparagraph
(A) of this paragraph, the review may be con-
ducted by the agency charged with responsibility
for the child, but not by an individual directly in-
volved in the provision of services to the child or
the child’s family ; _

“(10) the State has established a fair hearing

procedure under which—
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“(A) any parent, foster parent, guardian, or
child who believes that he has been aggrieved by
any governmental action under this section will
be afforded & prompt fair hearing before an impartial
hearing officer who has not previously been in-
volved in the care and supervision of the child;

“(B) if such a hearing is requested by any
party, the parent, foster parent, guardian, and child
will each be afforded notice of the hearing and the
opportunity to participate as a party;

“(C) all parties to the hearing shall be ac-
corded (i) theright to be accompanied by a repre-
sentative of their choice including counsel, (ii) the
right to present evidence and confront, cross-
examine, and compel the attendance of witnesses,
(iii) the right to a written or electronic verbatim
record of such hearing, and (iv) the right to obtain
written findings of fact and conclusions and a written
decision based on those findings;

“(D) the hearing decision will be final and
binding on all parties except that any party dissatis-
fied with the decision may reopen a pending State

court proceeding or may institute a civil action

which may be brought in any State court of com-

petent jurisdiction or in a United States district
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court; and in an;,' such action the court shall conduot
a trial de novo, except that the record of the ad-

ministrative hearing may be introduced into evi-

| dence, and shall grant appropriate relief ;

“(E) the district courts of the United States
shall have jurisdiction of actions brought under this
paragraph without regard to the amount in contre-
versy, and shall hear such actions notwithstanding
the pendency of any State cour proceeding; and

“(F) in any State court proceeding in the
nature of dependency, neglect, termination, or
guardianship, no claim or defense of a parent shall
be affected in any way by the failure of a party to
request a fair hearing, by the pendency of a fair
hearing, or by any determination at a fair hearing;
and
“(11) the State will comply with any regulations

promulgated from time to time by the SBecretary pursu-
ant to his duties under this part.”.
(b) The amendment made by subsection (a) shall

91 apply with respect to expenditures made after September 30,

92 1979; but any State, as & part of its participation in the pro-
93 grams under title IV of the Social Security Act, may estab-
o4 lish and place in effect the laws, regulations, standards, prac-
o5 tices, and procedures described in section 427 of such Act

94898 0= 77 - ¢
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1 (as added by such amendment) at any time prior to that
o date.
g TITLE V—AID TO FAMILIES WITH DEPENDENT
4 CHILDREN
5 FEDERAL PAYMENTS FOR DEPENDENT CHILDREN
6 VOLUNTARILY PLACED IN FOSTER CARE
7 Bro. 501. () Bection 408 (a) of the Social Security
g Aoctis amended—
o (1) by striking out “as a result” in clause (1)
10 and inserting in lieu thereof “at the specific written re-

11 quest of such child’s natural parent or legal guardian

12 or as a result”;

13 (2) by striking out “such determination” in clause
14 (3) and inserting in lieu thereof “such request or
15 determination” ; ) ‘ »
16 (3) by striking out “the month in which” in clause
17 (4) (A) and inserting in lieu thereof ‘‘the month in
18 which such request was made or in which”; and

19 (4) by striking out “in which such proceedings
20 were initiated” in clause (4) (B) (ii) and inserting in
21 lieu thereof “in which such request was made or such

22 prooeedings were initiated”.
23 (b) The amendments made by subsection (a)
24 shall be effective with respect to fiscal years ending .on



oy

sy
wy

© O T D R b W B

R EBRBRE8E & 5355 k2882 2:%=

45

or after September 30, 1978, but shall apply only with
respect to payments of aid to families with depéndent chil-
dren, under the plan of any State approved under part A
of title IV of the Bocial Security Act, in the case of children
whose removal from the home of & relative (within the
meaning of section 408 (a) of such Act) ocours pursuant to
requests made (or renewed in such manner and form as the
Secretary of Health, Education, and Welfare may prescribe)
on or after the first day of the earliest month (after the
month in which this Act is enacted and after September
1977, but no later than October 1, 1979) in which such
State has established and placed in effect the laws, regula-
tions, standards, practices, and procedures described in seo-
tion 427 of the Social Security Act (added by section 402 (a)
of this Act), as demonstrated by the State to the satisfaction
of the Secretary of Health, Education, and Welfare on the
basis of such evidence as he may require. '
FEDERAL PAYMENTS FOR FOSTER HOME CARE OF DEPEND-
ENT CHILDREN IN CERTAIN PUBLIO INSTITUTIONS
Sro. 502. (a) The last paragraph of section 408 of
the Social Security Act is amended by inserting after “a
nonprofit private child-care institution” the following: *,
or a publicly operated child-care institution which serves
no more than 25 resident children,”. .
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~ (b) The amendment made by subiection (a) shall be
effective with respect to quarters beginning on and after
October 1, 1977.
ADOPTION SUBSIDY PAYMENTS UNDEE AID TO FAMILIES
WITH DHPENDENT OHILDREN FOSTER CAER PROGRAM
8Eo. 508. (a) Part A of title IV of the Social Becurity
Act is amended by adding at the end thereof the following

new section
“ADOPTION SUBSIDY PAYMENTS

“Beo. 411. (a) Notwithstanding any other provision
of this part, each State having a plan approved under this
part shall make subsidy payments, in amounts determined
under subsection (d), to parents who adopt a child qualify-
ing on the basis of special need (as determined under sub-
section (b)) on or after the date of the enactment of this
seotion. Parents who adopt a child qualifying on the basis of
special need shall be eligible for subsidy payments under this
section (beginning with the month in which the adoption
becomes final) for the period determined under subsection

~(e). An appropriate written agreement between the adopt-
ing parents and the State or local agency supervising the
of adoption was issued; and procedures and requi;;ments for
the periodic payment of the subsidy under this section in any
State shall be established by the State agency administering
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- or supervising the administration of the plan of such Btate

: approved under this part. Each State plan approved under
8 _this part shall be deemed to incorporate the provisions and
4 requirements of this section.
5 “(b) For purposes of this section, a child qualifies on the
6 basis of special need if— -
7. “(1) such child has been receiving aid to families
8 with dependent children as a ‘dependent child’ in foster
g 08 under section 408 for a period of at least six
10 months; }
1 “(2) such child .is determined (by the State or
1. local agency administering the plan in the political sub-
18 division) to be ‘hard to place’ because his ethnic back-
14 ground, race, color, languagg, age, physical, mental,
15 emotional, or medical handicap, or membership in a
16 gibling group has made him difficult to place in an
e -appropriate-adoptive home; and
18 “(8) after diligent efforts have been made, nv
19 appropriate adoptive family willing and able to adopt
20 such child without the assistance of payments under
21 this section or other aid under the plan has been
29 located.
2 “(c) For purposes of this part (but for no other pur-

o4 poses), the term ‘aid to families with dependent children’
95 shall, notwithstanding section 408 (b), include adoption sub-
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sidy payments made under and in accordance with this
section.

“(d) The subsidy payments made with respect to any
adopted child under this section shall not exceed in amount
the payments of aid to families with dependent children
which would have been made with respect to such child
under the applicable State plan approved under this part
il such child had remained in foster care (in a foster family
home of an individual) subject to section 408; except that
such subsidy payments may include additional amounts to
cover specifio ot;sts related to medical, psychiatrio, emo-
tional, or severe dental conditions existing prior to the
adoption, )

“(e) (1) Bubsidy payments with respect to any adopted
child under this section may be made for a period of time
not to exceed the period during which such child was receiv-
ing aid to families with dependent children as a dependent
child in foster care under section 408 prior to the ado'ption,
or for a period of one year, whichever is longer.

“(2) At the close of the period for which subsidy pay-
ments are made with respect to any adopted child under
paragraph (1), and annually thereafter in a.hy case where
further payments are made as permitted under this para-
graph, the Btate or local agency adminEstering ‘ihe plan in
the political subdivision shall review the condition of the
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“child; and if it is determined as a result of any such review

that the child continues to suffer from a medical, psychiatric,
emotional, or severe dental condition referred to in subsection
(d), such payments may continue, in amounts not exceed-
ing the amounts necessarf to cover specific costs related to
such condiﬁoil, until such child ceases to be a minor within
the meaning of applicable State law or a subsequent annual
review indicates that all such conditions have ceased to
exist.”.

(b) The amendment made by subsection (a) shall
become eflective in any State on the first day of such month
during the period beginning October 1, 1977, and ex;ding
September 30, 1978, as the State may designate, but shall
in any event be effective in all States no later than Sep-
tember 1, 1978. '

OHILD SUPPORT ENFORCEMENT PROGRAM

8ec. 504. (a) Section 455 (a) of the Social Security
Act is amended by striking out “to individuals under sec-
tion 454 (6) during aﬁ& period beginning after June 30,
1977” in the matter following paragraph (2) and insert-
ing in lieu thereof the following: “to an individual under
seotion 454 (6) in a family the total income of which exceeds
200 per centum of the standard used by the State in deter-
mining need for aid to families with dependent children

under the State plan approved under part A, during any
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period beginning after September 80, 1977, or to any indi-

vidual under section 454 (6) after September 30, 1979”.
(b) Bection 454 (6) of such Act is amended by striking

‘out clauses (B) and (O) and inserting in lieu thereof the

following: “(B) an application fee for furnishing such serv-
ices shall be impose.d in an amount not exceeding $20, unless
the imposition and collection of such fee would have the ef-
fect of making such individual eligible for assistance under
the State plan approved under part A, and (C) any costs
in excess of the fee so imposed shall be collected from such
individual by deducting such costs from the amount of any
recovery made, except that (i) in the case of an individual
in a family the total income of which does not exceed 200
per centum of the standard used by the State in determining
need for aid to families with dependent children- under the
State plan approved under part A, the amount so deducted
shall be equal to the lesser of 10 per centum of the child
support collected or the average cost to the State per appli-
cant of providing such services under this paragraph (or
such lower amount as the State may determme to be appro-
priate on the basis of annual reviews of the costs which it
incurs in providing services to individuals under thls para-

graph), and (ii) no deduction shall be made under this

~ clause if the collection of the amount deducted would have
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" the effect of making the individual eligible for assistance

under the State plan approved under part A”.
(6) The amendments made by this section shall apply

1

with respect to services provided on and after October
1977,
FEDERAL FINANCIAL PARTICIPATION IN CERTAIN
RESTRICTED PAYMENTS UNDER AFDC PROGRAM
SEc. 505. (a) (1) Section 403 (a) of the Social Secu-
rity. Act is amended by striking out “10” in each of the last
two sentences and inserting in lieu thereof “20”, =~ = _
- (2) Section 406 (b) of such Act is amended—
(A) by striking out the semicolon at the end of
clause (2) (E) and inserting in lie thereof a period ; and
(B) by adding at the end thereof (after and below
clause (2) (E)) the following new sentences: A
“Payments with respect to a dependent child which are in-
tended to e;lable the recipient to pay for speciﬁo.goods, serv-
ices, or items recognized by the State agency as a part of the
child’s need under the State pldn may (in the discrétion of
the State or local agency administering the Iilan in the politi-
cal subdivision) be made, pursuant to a determination re-
ferred to in clause (2) (A), in the form of checks drawn
jointlsr to the order of the recipient and the person furnishing

such goods, services, or items and negotiable only upon en-
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dorsement by both such recipient and such person; and pay-
ments so made shall be considered for all of the purposes of
ihis part to be payments described in clause (2) . Whenever
payments with‘respect to a dependent child are”mwde in the
manner described in clause (2) (including payments de-
scribed in the preceding sentence) , a statement of the specific
reasons for makgt;—g such paymenté in that manner (on which
the determination under clause (2) (A) was based) shall be
placed in the file maintained with respect to such child by the
State or local agency administering the State plan in the
political subdivision.”.

(8) (A) Bection 406 (b) of such Act is further amended
by adding at the end thereof (after the new sentences added
by paragraph (2) (B) of this snbsectio.n)'the following new
paragraph:

“In addition, payments with respect to a dependent child
to cover the cost of utility services or living accommodations
or any part thereof may be made (in the discretion o-f~ the
State or local agency administering the plaﬁ in the political
subdivision but without regard to any determination under
clause (2) (A)) in the form of checks drawn jointly to the
order of the recipient and the person furnishing such services
or accommodations and negotiable only upon endorsement by
voth such. fecipient and such person, if such child or the

relative with whom he is living specifically so requests in
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writing; but not more than 50 per centum of the amount of

the aid which is payable with respect to such child for any

‘month may be paid in that form, and any such request shall

be effective until revoked by the child or relative.”.

(B) The last sentence of section 403 () of such Act is
amended by inserting before the period at the end thereof the
following: “, or any individual with respect to whom pay-
ments of the :type involved are made -(without regard to
clause (2) of section 406 (b) or the second sentence of such
section) upon request 8s provided in the last paragraph of
such section”. '

" (4) The amendiments made by this subsection shall apply
with respect to payments of aid to families with dependent
children made for months beginning on or after October 1,
1977; except that the amendments made by paragraph (3)
shall be effective only with resbect to payments of aid to
families with dependent children made for months during
the twenty-four-month period begiuning October 1, 1977.

-(b) Notwithstanding any other p}ovision of law, Fed-
eral financial participation in aid to families with depend-
ent children under a State plan approved under section
402 of the Social Security Act, for quarters (with respect :.
to which expenditure reports were timely filed by the State)
during the period beginning with the calendar quarter in
which Public Law 90-248 was enacted and ending with
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the first calendar quarter of 1977, shall not be denied, on or

“after October 1, 1977, by reason of the provision of goods,
" sérvices, or items in the form of a check which'is drawn

jointly to the order of the recipient and the person furnish-

" ing sach 1goods, services, or items and which shows the

purpose for which the check'is drawn, or by reason of the

 failure of the State to meet the requirement of the last two
‘sentences of section 403 (a) of such Aot or the failure of

the State (or any political subdivision thereof) to carry out

-the functions and duties prescribed in clauses (A), (B),

(C), and (E) of section 406 (b) (2} of such Act, regard-
less of the form in which the aid involved was paid, if (and

- to the extent that) the amount of such aid was correct and

the payment of the aid in that form did not result in assist-

-ance in cages or in amounts not authorized by or under part

Passed the House of Ripresentatives June 14, 1977..

Attest: - EDMUND L. HENSHAW, JR.,
Clerk.
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. Senator MoynraaN. We, of course, welcome Secretary Cilifano
and his associates. I do not think we have introduced them,

Secretary Cariano. Mr. Chairman, on my Jeft is Ms. Arabella
Martinez, Assistant Secretary for Human Development, division of
HEW which is charged with operating both the title XX program
and the human service programs. On my right is Bruce Cardwell,
Commissioner of the Social Security Administration who now_under
the reorganization is in charge of all the cash payment pr«gmms.

" Senator Moy~taN. We welcome Ms. Martinez and Mr. Cardwell.
_‘This being a somewhat special occasion, I am going to take the

liberty, which I would not take at other times, to make a brief
statement before the Secretary does.

This is the first occasion on which this subcommittee has had be-
fore it a bill, properly so-called, in the form of H.R. 7200. It seems
apfropriate then to make a brief introductory statement. 7

would like to state that in my view, the establishment of our sub-
committee creates an opportunity for the Committee on Finance to
contribute to the formulation at long last of a national family policy.
This is a matter that has occupied Senator -Long for many years,
President Carter and Vice President Mondale have shown an
equally sustained interest. And yet, as an area of recognized and
reasonably coherent social policy, it continues to elude us.

T wrote in 1965:

American social policy until now has been directed towards the individual
... and only in the rarest circumstances do our arrangements deflne the
family as the relevant unit.

This is a pattern that is almoat uniquely American. Most of the industrial
democracies of the world have adopted a wide range of. social programs
designed specifically to support the stability and viability of the family. . . .

I had hoped 12 years ago that we were on the verge of a new era
of social policy, one shaped around the family unit as the previous
one had been fashioned around the individual. President Johnson,
whom you served, Mr. Califano, so faithfully, had raised such a
]atﬁe possibility in his celebrated speech at Howard University.

e said:

The family is the cornerstone of our society. More than any other force, it
shapes the attitude, the hopes, the ambitions, and the values of the child.
And when the family collapses it is the children that are usually damaged.
When it happens on a massive scale the community itself is crippled.

As the stormy decade of the 1960’s drew to a close, we found we
had done many things, some of happier memory than others, but we
had not developed a family policy for the United States. In the
event, we had not done so in a comprehensible, purposeful and
orderly fashion, although the combined effect of our various actions
on the structure and stability of the family may have been no less
profound. For we also began, in the late sixties, to recall the central
theme of Alva Myrdal’s fine study published in 1941, “Nation and
Family.” The burden of her work was so prescient and so important
that the MIT press reissued it in 1968. In a foreword to that edition,
I wrote: : : .

In the nature ef modern industrial soclety no government, however firm
might be its wish, can avoid having policies that profoundly influence family
relationships. This is not to be avoided. The only option is whether these will
be purposeful, intended policles or whether they will be residual, derivative,
in a sense concealed ons ) >
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'We cannot avoid policies that affect the family. And yet that does
not mean we have a family f)olicy, or even a clear understanding of
the lineaments of such a policy. B

Indeed, while much has been said about the family in recent years
and weeks, and about the importance of insuring that Government
actions strengthen it, in fact it is a subject dominated by conven- |
tional pieties rather than information, insight or analysis.

We know surprisingly little about family dynamics and the effects
of Government actions on those dynamics and what we do know is
orcli'inarily confined to the level of individual programs rather than

olicy.

P Yelt', there are things that we do know, and it happens that a num-
ber of them are directly related to the subject before the committee
this morning. )

- In a spirit which I hope will be shared hy the witnesses to follow,
I should like to introduce some data that bear not only on the mat-
telig before us-today-but-also-on-the larger-questions of \famlly

icy.

poInyher excellent historical study entitled “Here To Stay: American -
Families in the Twentieth Century,” Dr. Mary Jo Bane examined
the life prospects of children born in the United States between
1901 and 1910. How many of them, she asked, would find them-
selves living in a single parent situation before reaching the age of 18¢

The answer was 29 percent; that is to say, 29 out of every 100 chil-
dren in this country during the first decade of the 20th centur
would spend some portion of their first 18 years in a household wit
just one parent. This is a very considerable figure and it is impor-
tant to understand its sources.

Among the children so deprived, the cause in nearly 80 percent
of the cases was the death of the second parent, Divorce or long-
term separation was the source in another 20 percent of the cases.
Premarital ‘births accounted for just 1 percent.

One is reminded of the pervasive theme of Carl Sandburg’s
writings on the “Age of Lincoln,” that “The Wilderness Is Careless.”
So, too, was the industrial frontier at the turn of the century, which
exacted so high a toll among relatively youthful parents as a con-
sequence of illness, accident, and inadequate public health.

. Seven decades later, much of the horror of that period has van-
ished. Infectious diseases are largely vanquished in the United
States., Workplace mishaps are less common and less often fatal. As
life expectancies have lengthened, the once familiar phenomenon of
a child losing one of his parents to death has become a rare occasion.

It is nevertheless instructive to compare the life prospects of a
child born in the United States in 1977 with those of seven decades
earlier. At my request, Dr. Arthur J. Norton of the Census Bureau’s
Population Division undertook such an analysis. Of course, his esti-
mates are projections, not historical findings, and are subject to the
fargphar limitations of such forecasting. Still, they are most illumi-
nating, ,

Among 100 children born this year, 45 can expect to live in a sin-
gle parent household before reaching the age of 18. This is nearly
twice the percentage of seven decades ago.
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ungsters who will reside with just 1 parent be-

Amon ‘these yo )
tween 1977 and 1};)95, in 100 will do so because of the death of the
second parent; 22 will do so because of premarital birth; and the

balance, 71 of each 100, will attain that condition as a consequence
of divorce or long-term separation of their parents. )
These figures suggest a claim on our and the Nation’s concern in
the months and years shead, and must necessarily form part of the
basis for our consideration of measures such as those before us this
week. We commence these hearings by welcoming you, Mr. Secretary,

v

and looking forward to your testimony.

STATEMENT OF HON. JOSEPH A. CALIFANO, JR., SECRETARY,
DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE; ACCOM-
PANIED BY ARABELLA MARTINEZ, ASSISTANT SECRETARY FOR
HUMAN DEVELOPMENT; AND BRUCE CARDWELL, COMMISSIONER,

SOCIAL SECURITY ADMINISTRATION

Secretary CarirNao. Mr. Chairman, thank you vory much. That
was a fascinating and important opening statement. I would like
this morning, if I may, to read some of my testimony, but skip por-
tions of it, and submit the entire statement for the record.

Senator MoynrrAN. Without objection. . ) '

Secretary CavLirano. Ap{)ended to the statement is a list of many
of the technical and complex provisions of H.R. 7200 to give you,
Mr. Chairman, and the m&committee, our views on those provisions.
We would also like to submit it for the record. .

This is a special opportunity, because I believe, as you indicated
in your opening statement, it is one of the first, if not the first, con-
crete demonstrations by the Carter administration of its fulfillment
of the President’s pledge to do something to support the American
family and to eliminate some of the provisions in current law that
are so antifamily. I would like to focus on a series of related prob-
lems in my statement—foster care, adoption, and child welfare serv-
ices—that are at the core of our Nation’s commitment to social jus-
tice and the American family, :

I would also like to note that this is a situation in which the
Congress has taken a very significant lead. This subcommittee, Mr.
Chairman, you, Senator Cranston, who has worked and looked at
the issue of the relationship between Federal programs and adop-
tion for many years, Mr. Stern, Mr. Steinberg, staff members of this
committee, of Senator Cranston, we have spent a great deal of time
with you to formulate our proposal. We deeply appreciate that. This
is an opportunity which the Congress and the executive branch can
work very closely together in pursuit of a joint and mutually shared,
and enthusiastically shared, objective.

One inexorable conclusion to which our 8-month study of the
welfare system has led is this: the system is viciously antifamily.
The most publicized antifamily provision in welfare is the so-called
man-in-the-house rule—the rule that sets benefit eligibility so that
the best way a man with wife and children living in poverty can
enhance his family’s well-being is to leave them.
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But at leatt as cruel is the way the child welfare benefits are

skewed, They provide every incentive to keep parentless childre}:: in

institutions. They provide virtually no incentive to improve those
institutions. Tl\e))" grovide' every disincentive to placing the child in
a secure situation with an adoptive family. Indeed, whenever foster
parents love a child living in their home enough to want to adopt
that child, this Nation has devised a system that says: “At the mo-
ment of adoption—the moment when that family wishes to express
its love most deeply and significantly—we will cut oft payments.

As you know, during the fall election campaign, President Carter
promised the American people that, if elected, his administration
would give special emphasis to policies and programs that strenqgh-
en and support the family. The President recognized that families
are America’s most precious resource and most important institu-
tion; he recognized that thef have the most fundamental, powerful, -
and iasting influence on our lives. The President is concerned that his
administration should not only propose proq.m_ms to aid the family
but also reexamine and reform exlsting policies that harm rather
than help maintain stable, supportive family units,

The proposal the administration presents today is another dem-
onstration that the President will keep his campaign pledge. This

" basic fact has been recognized by many farsighted leaders in both

Houses of Congress. And the proposal which I have the privile,
of presenting to you today is heavily indebted to the thoughtful,
constructive legislation developed by the House Ways and Means
Committee and the Senate Human Resources Committee, .

The Congress knows well that far too many of this Nation’s chil-
dren are adrift in inappropriate foster care homes and foster care
institutions across “the lang; adoption services do not work ade-
quately to find a supportive family environment for far too man
of this Nation’s vulnerable, deserving children; and our child wel-
fare services do not work effectively because they fail to keep many
troubled families in this Nation united.

The administration initiative, building on superb work already
done in the Congress, will begin the vital task of protecting thou-
sands of American children who are, unfortunately, at severe risk
under present foster care, adoption, and child welfare rograms,

If we are to fashion a humane and meaningful family policy for
America, then we must begin with the foster care system, It is a sys-
tem that places 850,000 children—but to often plnces them in im-
proper conditions. Most children are placed in foster care due to
parental inability to provide necessary care, to parental neglect or
abuse, to parents’ abandonment or desertion, or to parents’ illness or

"disability. Tens of thousands of these children are placed in inappro-

priate, often unfeeling, institutions, ranging from group homes to
large and impersonal “warehouses.”

Although foster care placements are intended to be temporary,
children often remain for long periods. Fifty percent stay in foster
care two or more years; 26 percent have been in foster care more

than 5 years; 12 percent remain more than 10 years. Moreover, chil-

dren are forced to change foster -homes on an average of two or

three times. Many children spend their early years—-the years in
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which the personality is often formed—in foster care. About half of
the childrgn in the system are under 12 years old. These findings
are disturbing and have important policy implications. .

States allocate relatively few dollars to services to stabilize families
and prevent the family breakups which push children into foster
care. Although many children in foster care could have remained in
their own homes if relatively simple services—such as homemaker
and day care—had been available, few of these services are offered.

Children are often placed in foster care with the intention that
their stay be temporary, but without planning for future place-
ments or without adequate followug to implement proper plans.

Too frequently, few efforts are made to reunify children with the
natural family or to seek adoption. Social worker caseloads are
often intolerably heavy, making individualized attention to foster
care children very difficult.

State systems often lack the information bases and monitoring
capacity to review systematically the individual needs of all the
children in Stute foster -care. States often do not afford due process
to the children or families enmeshed in the system.

One way out of this morass would be to glace these children for
permanent adoption, Indeed, more than 40 States have tried to en-
courage adoption by enacting subsidy laws. Yet these programs do
not reach most of the hard-to-place children in foster care: An esti-
mated 90,000 to 120,000 foster care children with special needs—
minority children, physically handicapped children, mentally dis-
turbed children—are, or should be, legally free for adoption, but
remain in foster care nevertheless.

The individualized services needed to place such children for adop-
tion are simply too costly for States to provide on an adequate scale

I wish that I could report that the Federal Government has re-
sponded adequately to these appalling conditions. Instead, however,
we have, in a real sense, been a major part of the problem. Al-
though foster care has traditionally been a State responsibility, there
are two Federal programs which deal directly with children in, and
at risk of, foster care. Title XX and medicaid do, of course, chan-
nel additional funds to children in foster care. One of them—the
AFDC foster care program—is a classic example of a perverse in-
centive system creating an antifamily policy.

AFDC-foster care spends approximately $171 million a year to
contribute to the room and board of AFDC children in foster care
settings. Not one penny of this money may go for services designed
to avoid unnecessary removal of children from their homes or to
reunify families. ' AFDC-foster care payments cease as soon as &
child is adopted. Since foster parents, who now account for 90 per-
cent of State-subsidized adoptions, are faced with the prospect for-
feiting both AFDC and, in many States, medicaid payments if they
adopt their foster child, the obvious effect is to discourage many
adoptions. This is “theater-of-the-absurd” Government policy.

Loving foster parents cannot adopt their foster childi—and thereby
provide that child with the kind of stable home environment so im.
portant to a child’s growth and development—without the Govern-
ment Imposing severe financial penalties. The other special Federal

94-098—T77——5
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program in this area—title IV-B child welfare services—simply re-
inforces these patterns. Little of the Federal money is used to im-
prove the agency which administer foster cace payments.
" 'This administration is deeply committed to transforming Federal
child welfare policy from being a part of a severe problem that
plagues children and family life to being part of a solution that
promotes child development in a stable family setting. Our proposal
is designed to attain four fundamental goals of sound child welfaro
olicy : comprehensive care, flexibility for the States, proper use of
gscal incentives to encourage State reform, and fiscal responsibility.

Consistent with these objectives, President Carter’s family-oriented
child welfare initiative has two major components: (1) reform of
the existing foster care payment authority and its expansion to in-
clude adoption payments, and (2) use of new Federal money, on a
phased basis, to encourage states to improve and expand their sys-
tems of services to children. .

We propose to establish a new program authority, separate from
AFDC, under which both foster care maintenance payments would
be authorized. Foster care maintenance payments would continue to
be available to AFDC-eligible children. However, four new features
would modify the current foster care program. A phased-in lower
Federal matching rate for foster care in large institutions would dis-
courage such placements, which are often inappropriate for the
child and cost more than smaller, more appropriate foster care
settings. Small public institutions could qualify for foster care main-
tenance payments, making possible more group home and residen-
tial treatment center placements.

While court review prior to involuntary placement would con-
tinue to be required, emergency and voluntary placements would be
permitted—provided that a court or quasi-judicial review is con-
ducted or the child is restored to his or her family within 3 months
of placement.

Due process protections for the children, natural parents, and fos-
ter parents would be required. These due process protections would
be assured by requirements in the child welfare services section of
our proposal.

In a humane and responsive child welfare system, foster care
would usually be no more than a brief way-station for the child on
the way to permanent adoption or return to his or her original fam-
ily. But, as noted, Federal policy now impedes that result.

Our proposal would put Federal policy on a sounder basis by en-

couraging adoption of those AFDC children who are deemed “hard-
to-place.” The adopting family would have to meet a simple income
test to qualify for an adoption maintenance payment. These pay-
ments would continue until the child reaches adulthood or the adopt-
m%‘ family exceeds the income test, whichever occurs first,
.. The amount of the adoption maintenance subsidy would be lim-
ited by regulation, {:erhaps to the foster family home maintenance
payment rate, and the same Federal matching rate would apply. In
order to encourage adoptions, medicaid eligibility for pre-existing
conditions would follow the child into adoption.

We propose that this new entitlement authority for foster care
maintenance and gdoptmn payments remain open-ended only until
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fiscal 1080 when a cap at 10 percent abovo the fiscal 1979 expendi-
ture level would be imposed. For each of the next 5 fiscal years, the
~ cap would increase by increments of about 10 percent and would

then level off. A State could apply any unused portion of its main-
tenance entitlement to add to its Federal funds for the provision of
child welfare services expenditures under title IV-B.

Child welfare services. The proper functioning of the child wel-
fare systom depends heavily upon social services for children and
their families, such as preventive, reunification, adoption and drug-
and alcohol-related services.

We intend to change that by directing significant new Federal
money—$63 million in fiscal 1978 rising to $209.5 million in the
mid-1980’s—into the development of State systems for tracking, case
review, due process safeguards, and proventive and restorative serv-
ices for children at risk of foster care.

Under our propossl, title IV-B would be converted to a capped
entitlement program providing a maximum of $209.5 million a year
in new money—above the present $56.5 million base—to be made
available on a 75 percent matching basis to the States in two phased,
“flexible grants.”

Beginning in fiscal 1978, 30 percent of the new money—or about
$63 million—would be earmarked and available for designing and
implementing State tracking and information systems, individual
case review systems, the provision of services designed to promote
adoption, and due process procedures for natural parents, children
and foster parents. 3

The due process procedures include administrative or judicial re-
view of the status of all children in foster care within 6 months to
determine compliance with individual case plans and review within
lg.;gonths of the appropriateness of a permanent placement for the
child.

_ System requirements would be defined in terms of general objec-
tives—e.g., “a tracking system from which the status of every child
in out-of-home care may be readily identified,” rather than in terms
of detailed system specifications, We think that too often the Gov-
ernment is dotting every “i” and crossing every “t” as far as the
St’al,‘tl? is concerned.7

e remaining 70 percent of the $209.5 million in new money—
about $147 million—would be made available only after the requi‘;e-
ments of the first “flexible grant” are met. In this second phase, the
new money could be used for-child welfare services under existing
title IV-B, the only restriction being that at least 40 percent of the
State’s share of the $209.5 million in new money must be used for
certain defined services to prevent unnecessary removal of children
fr%xp tilleu‘ fam‘iilies.

Finally, in order to receive the new money, the States must main-
tain their current levels of title IV-B expengitures for childswgl‘?;?e
services, The only title IV-B money that could be used for mainte-
nance payments would be the $56.5 million base—the fiscal 1977 ap- .
pro rlg;lor_l under1 title IV-B.

Mr. Chairman, let me emphasize in closing the importance of ou
child welfare proposals. Thg is the keyst:oneg to the fdministration’;
policy on families and the keystone to developing what you charac-
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terized in the beginning of the hearing as a national family policy,
for we seek to address some of the fundamental causes that have con-
tributed to one of the most haunting and intractable social policies.

As the President stated during the campaign, the American fam-
ily is the first school of every child, the first Governnicnt, and the
first chuch or synagogue. With this proposal, we believe we can
help foster, adopting and natural families perform these invaluable
tasks for thousands of this Nation’s most vulnerable and disadvan-

taged children. :

Thank you, Mr. Chairman.

Senator MoynraaN. Thank you, Mr. Secretary, for an impressive
and comprehensive statement, I know the members of the commit-
tee will want to question you. It is a practice of this committee, es-
stablished by our chairman, that seniority with respect to questioning
depends on who gets to the committee first.

In this case, it was Senator Packwood. Before he takes over, I
would just like to make one brief comment, and speak to a matter
that I will raise later and say Mr. Secretary, I am sure that you have
had a chance to look at that brilliant small study by Martha Der-
thick of the Brookings Institution called “Uncontrollable Spending
(ilz'or. Social Service”. It is one of the finest studies of its kind ever

one, :

It describes a situation very much like this one. In 1962, when you
were in the Defense Department, and thus in no way responsible, a
Secretary of HEW came before this committee and said, cash main-
tenance gets us nowhere; services are going to be our salvation. He

“said many things. I do not know the full testimony, but he could

very well have said that not one penny of this money may go for
services, as you said of AFDC and foster care,

Those expenditures, from being nothing, rose to be $2.5 billion
before the Senate put a cap on. $2.5 billion, and the results are not
very widely to be seen.

In any event, Dr. Derthick’s book describes a time when the Com-
munity Services Administration of DHEW was anticipating that.
some questions about thi= ®~ ~ "illion program might be raised about
it in the budget hearir,

The CSA prepared for tneir administrator a series of questions
that OMB no doubt would ask and that he had better be prepared
to answer. I will ask the first one, which is very simply—this was
October, 1970—what do you know about services now that you did
not know last year?

"It seems to me the question of empirical data is very important. I
am not asking you now. I just want to put to you a proposition that
we have seen this cycle of services as against cash maintenance come
and go and we are now in the fifteenth year. Maybe it is a 15-year-
old cvele. ‘

Senator Packwood.

Senator Packwoon. T would ask, Mr. Chairman, the question dif-
ferently: what do you know about services this year that you will
discover to be wrong next year$ -. '

I only have one question, then T will come back later and try to
fathom out just the money. As I look at it, the authorization now
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for child welfare family services in the congressional budget is $266
million. Do I read it right? Are you cutting that to $119 million
next year, 1978¢ .

Secretary Carirano. I have to deal with two pools of money, if I
may. It may help to respond to the first question, Senator Moyni-
han’s question. The current estimate in fiscal year 1978 for AFDC

ayments for children, the 117,000 children we estimate will be in
oster care, is $171 million. What we propose doing with that money
is to simply say that no longer will that money be cut off if the foster
parent or any parent decides to adopt =he child. Those payments will
continue in an adoptive situation provided the family meets some
minimum needs standard, as they would in the foster care situation,
or that money will be given to a family willing to adopt, as it would
be given if the child were left in a foster care institution.

‘We would let that money seek its own level in fiscal year 1979, con-
tinuing it as an entitlement program. At that point, we would begin
to permit its increase for a 5-year period through fiscal 1984 at 10
percent per year. Then we would cap it, permanently. That is one
set of money; that is the cash side, which essentially has nothing to
do with services.

The second set of money is the child welfare services appropria-
tion; presently at $56.5 million. We would propose adding to that in
fiscal year 19;8 an additional $63 million. We would let taat pro-

ram rise until the mid-1980’s when the program would recall its
%209.5 million cap. Those funds would be available to the States ini-
tiully to establish systems by which they track children, by which
they would identify the individual needs to develop the talents, or
deal with the emotional or physical problems of the children; once
those programs were in place, to continue to maintain those pro-
grams.

Since we believe that it will be over the long haul less expensive
to place children in a family situation, any excess of the cash pay-
ments funids that are not needed—the first batch of money, the 517 1
million increased until it is capped, would be usable for the child
welfare services under title IV-B. So it is a mixture of both.

Senator Packwoop. I am glad that we have got that cleared up.
The present $2.5 billion, the chairman is right. That would have
gone to $6 billion in 2 more years if we had not put a cap on it?

. Senator Moy~ian. Mississippi came in for a 44,000-percent
increase.

Senator Packwoop. The present program that we have is $2.5
billion. Is that general revenue sharing, social service program

Secretary Carmrano. Yes; it is. It is a 75-25 basically general

program within categories of social services. ,
Senator Packwoop. The categories are so broad the States can do

~ what they want as long as it fits in a social service definition.

Secretary Carirano. That is true.

Senator Packwoop. Is there anything wrong in continuing that
philosophy, giving them more money, as long as they fit within the
definition of social service, let them spend it as they want?

Secretary Cavrraxo. I think our feeling is in a broad sense we
should take some of this money, and direct it. Take the IV-B money
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which is directed specifically to child welfare services, and direct it

to provide some incentive to improve State adoptive systems, some

incentives to make it more desirable.

_Senator Packwoop. Why should we do that? ) )
Secretary Carrrano. We think that the present situation-in which

. we penalize some families for adopting the child makes no sense.
Senator Packwoop. Would the States be free to spend this mone

that way if they wanted to now? They would not be prohibited,

would they ¢
Secretary CaLirano, The AFDC money cannot be spent for a fam-

“ily that adopts a child. . ) )
Senator Packwoov. The rest of their social service money, could

they not achieve this program? )

Secretary Cavrrano. That is true, but there is no incentive for
them., What we do, in effect, is to take the first 30 percent of our
proposed add-on and say, look, for years you have not done some
things that we think are important, tracking the children, and as-
sessing each child individually.

Senator Pacewoon. Who thinks?

Secretary Carirano. The experts in this field, people who have
done studies, We do not propose dotting every “i” and crossing every
“t”. Some of the provisions of H.R. 7200 as it came out of the House
are far beyond the detail that we would propose going into. I think
there should be some broad Federal standards. You should have a
tracking system so you could identify individual children.

We should have an assessment system so we evaluate an individual
child and know what needs are. We should have a means of getting
that child to the services that it needs; those kinds of things we be-
lieve should be done. —

I think, Senator, that most professionals who are working in the
States in this area, many of wgom we consulted about this program
and many of whom others have consulted on the House side, and
Senator Cranston and his staff people will agree, that kind of incen-
tive will have & substantial impact. .

Senator Packwoop. I am sure that the incentive will. There is
hardly a city, county or a State in this country that will not respond
to incentives, if that is the direction they want to go or not. .

If what you are saying is true, if the experts who work in States
feel this way, why don’t they take this State money now and use it
that way, as long as they have the latitude to do it, or take the $2.5
billion, because we have agreed that they can shift it about and use
it that way? R

Why not leave it to them to use it that way, if you say that that is
the conclusion that they come to anyway.

Secretary Carirano. Very little of the $2.5 billion is used on this
system, I think, when you think of the demands that are placed on
the State system, on a Governor, on a State government for using
State money, the children, the potentially adoptable children in fos-
ter care do not have a very strong lobby to make a claim on those
funds. Funds are simply diverted into other areas. We have, in effect,
to many situations in States in which we have Little Orphan Annies
who have to depend on sheer accident of the Daddy Warbucks com-
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art of the family. They do not have any

ind of a situation in which an incentive
i)rovxde.
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ing along to make them a ﬁ

lobby. We think it is this

is an appropriate thing for the Federal Government to
Senator Packwoon. I have no further questions. Tha
Senator Moy~1man. Thank you, Senator.

Senator Long, Mr. Chairman?$ .
Senator Long. Mr. Secretary, most States seem to be moving

ahead successfully with child su}])port programs of both welfare an
nonwelfare famiﬁes. Do you believe that services which are being
provided to the nonwelfare families should continue permanently as
an integral part of the child support program, and do you think that
they have been effective in helping families stay off welfare?

S};cretary Cavrrano. I am not 100 percent sure, Mr. Chairman,
what services you are referring to. .

Senator Lone. I am talking about requiring the father to provide
support for his children when he leaves.

Secretary Carirano, 1 am a very strong proponent of that pro-
gram. Mr. Chairman, that program works. It not only works in the
context of finding fathers, getting them to fulfill, encouraging States
to assist mothers to get their fathers to fulfill their responsibilities,
both moral and legal, but it also saves the Government money.

We are now estimating for every $100 that we invest in that pro-
gram, we receive a return of $125. That is three times the level of
profiv that the manufacturing corporations make in this country. -

Senator LonNa. That is the Federal level ¢

Secretary CaLirano. At the Federal level, A substantial amount of
money is returned to the States. :

Senator Lo~g, I was particulary asking about the situation where
Fou have a nonwelfare mother. That was my amendment—if you
have a nonwelfare mother, she can pay the expense, but the Govern-
ment would provide the service, just as they would for the welfare
mother, to go find that fellow and proceed against him, to pay the
support that he owes under the law.

low do you feel about that part of it? .

Secretary Cavrrano. Mr, Chairman, I guess I would answer it in
two parts. We have a lot more welfare mothers who need that serv-
ice who are not yet receiving it. )

Second, I can give you a personal view. I cannot give you an ad-
ministration view, on the particular proposal that you suggest. I,
myself, think that it would make sense to do that, and I think that
program has worked in many States where it is in place. We can
make it work in other States, and I myself would support it.

Senator Lone. It seems to me, Mr. Secretary, saving a lot more
money and doing a lot of good does not meet the eye, and a great
many of these families where the father is providing the support,
because he knows if he does not pay something to help his children,
we are coming after him, and the Government is not going to sit
there and let him get away with that.

You probably have three or four times as many families when the
father 1s doing a duty for his children because he knows he cannot
gﬁt agv:e;y with it with impunity. Somebody is going to do something
about it. -
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That is a saving that does not meet the eye of the fellows who-

maka the contribution, because they know that somebody is going to
o after them if they do not. You may not be very familinr about

this part about the nonwelfare mother, I was concerned about the
fact that a father goes down to Florida somewhere and marries
again, so you could not get the local people down there to do any-
thing about it, because the mother who is trying to support that
child is left up here, so we provide in the law, if the local authorities
will not do anything about it, the Federal Government gets into it,
the U.S. attorney can now get involved and sue that man in Federal
court,

I believe that is working out well. I do not know if you know
much about that or not.

Secretary CaLirano. We can provide information cn that for the
record. I would note, Mr. Chairman, that I think that we would like
to see some kind of an income limit. A millionaire would not need us
to pick up the tab to find the father, While we should go beyond the
welfare population, there should be an income limit.

[The following was subsequently supplied for the record:]

CHILD SUPPORT ENFORCEMENT SERVICES FOR NoN-AFDC FAMILIES

Non-AFDC child support collections are substantial. Actual collections in
FY 1976 were $230 million for 40 States reporting. States estimate that they
collected a total of $324 million in 1976 and will collect about $415 million in
FY 1977 and $488 million in FY 1978. Based upon the level of collections
secured and anticipated, we believe that without the non-AFDC program a
substantial number of families would be eligible for AFDC, and that the
number of such families is increasing as the services become more widely
available. We are currently designing a study of the dynamics of the child
support enforcement caseload which will provide significant information on
the effect of the non-AFDC aspect of the Child Support ¥nforcement program.
The results of this study should be available in about 15 months.

We do not believe that restricting Federal funding to those services pro-.
vided to non-AFDC families whose incomes do not exceed 200 percent of the
A¥FDC standard of need will have an adverse impact on the ability of the
program to avoid costs by preventing eligibility for AFDC. Although we esti-
mate that the income limitation would result in a 13 percent reduction in the
number of non-welfare families projected to receive services, services will
still be provided to individuals who are vulnerable to becoming eligible for
AFDC. The income limitation may well have a beneficial effect on AFDC cost
avoidance because it will encourage States to concentrate resources on the
vulnerable population. States have reported that, while there is no opposition
to providing child support services to low income families, there is some
opposition from State and local officials and from the private bar to providing
free legal services to affluent families. Thus, the income limitation should

make the program more palatable to the States.

Senator Lona. There was an article in U.S. News & World Report
called “Welfare Programs.” The steady step-up of the Federal Gov-
ernment’s work incentive program in finding jobs for welfare recip-
ients, for example, the WIN program, placed more than 210.000
individuals in jobs last year. This is more than twice the number
that it placed in the entire first 4 years of its life in 1968 to 1971.

[The article referred to above follows:]

LABOR: WHEN STATES TELL PEOPLE Tnry MusTt WORK FOR WELFARE

Utah’s “workfare” program has blazed a new trail. Now many other States
are testing plans aimed at the same goal: putting people on relief to work.
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The idea that able-bodied people should be required to work for their wel-
fare money is spreading rapidly across the U.S,

One such “workfare” program attracting nationwide attention is operating
smoothly in Utah,

8o successful is the Utah plan in moving people off rellet rolls that half a
dozen other States are taking a look at it as a possible model for programs of
_ their own. Some believe it might even be useful to the Carter Administration
in its search for national welfare reforms.

Besides Utah, at least 16 States have stiffened their work requirements or
added new work incentives in the last two years. A number of other States
and many cities have some kind of program aimed at putting relief recipients
to work. And the Federal Government's Work Incentive Program-——known as
WIN—is steadily stepping up its pace in finding jobs for-welfare recipients.

(0.4 'rm: Jos, ON THE DoOLE

The Utah plan is unique in several respects. It is sterner and goes rfurther
than most other programs. It is mandatory. And it doesn’t just train people
for future jobs. It actually puts themn to work while they are still drawing
welfare payments.

In most places, such work requirements apply only to people on programs-
financed by State or local funds, such as “general assistance” or ‘‘direct relief.”

Utah’s plan applies to those who receive Aid to Families with Dependent
Children (AFDC), a huge, nationwide program that draws heavily upon
federal funds. Utah officials say theirs was the first work requirement ap-
proved léy the Department of Health, Education, and Welfare for application
to AFDC.

“Utah is the first State where people earn their welfare grants,” claims the
program’s co-ordinator, Usher T. West.

Officially, Utah’s method is called a work-experience and training program.
But its training is not the usual type done in classrooms. Trainees learn to
work by actually working. If private employment cannot be found for them,
they are put to work for public agencies, doing jobs that are needed by State
or local governments. They serve as teachers’ aides in their neighborhood
schools or plant trees in public parks, for example. They work three days a
week but remain on the welfare rolls until they find regular jobs.

Only ill, aged or disabled persons or mothers with children under 6 years
of age are exempted. All others are told to take one of the jobs offered to
them or lose all or at least part of their welfare payments.

Those who participate in the program are helped by the State to find jobs
in private industry. Many are doing so.

In one six-month period, from July through December of last year, 782
people were assigned to the work program. Of that total 311 were removed
because they did not perform as required: But 11 people were hired by the
sponsors who gave them their training jobs, and 218 found other kinds of
employment. In addition, 109 mothers found enough work to reduce the
amount of welfare funds needed to support their families.

“FEELING GREAT"

A 32-year-old mother of two children was hired recently as a full-time office
worker in Salt Lake City’s assistence-payments administration, the same office
that handed her welfare checks for 13 years before she took job training for
two vears. During the instruction period, she says, “even though 1 was getting
welfare I felt I was working for it.” Aud now, she adds, “With my new job
I am barely making ends meet. But I feel great because I am making it; ou
my own.”

Utah officials point out that communities as well as individuals benefit rrom
the program. Some agencies, such as private nonprofit organizations that are
constantly short of funds, report that the services of welfare recruits have
been invaluable. )

One self-help agency in Salt Lake City, for instance, had the funds to buy
insulation for the homes of elderly poor people, but lacked money to hire
workers to install it. Welfare trainees have been assigned to the job. Another
self-help group put trainees to work repmring the homes of elderly Salt Lake

City residents.
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A QUESTION OF LEGALITY

Some critics charge that Utah's job-training effort is nothing more than a
thinly disguised public-works program that uses under-pald welfare recipients

in place of regular employees.
Legal-services lawyer Lucy Billings says she is considering filing a court

sult against the program on the ground that it violates federal regulations
that people cannot be required to work for their welfare payments.

It took Utah three years to get its program approved by the U.8. Depart-
ment of Health, Education, and Welfare. For 18 months, HEW " withheld

-_federal contributions to Utah's program for Aid to Familles with Dependent

Children. It cost the State almost a million dollars to make the AFDO pay-
ments entirely from State Funds. But many Utah people feel that it was well
worth the cost.

Utah officials concede that their program might not work so well in other
parts of the country, especially in big citles where population is denser and
welfare rolls are much larger. Of Utah's nearly 1.2 million residents, only
89,000 are getting money grants of aid. Also, it is suggested, labor _unions in
more-industrialized States might oppose welfare people being given jobs that
might be sought by union members.

But in the view of Robert W. Hatch, & fleld director for the Utah assistance-
payments administration, public acceptance of the idea that welfare recipients
ghould work for their money is spreading throughout the nation. Says Hatch:
“I think that in time, putting welfare clients to work will become a common
practice.”

In fact, a trend in that direction is already apparent.

Oklahoma has a 2-year-old work-experience program that was passed by the
legislature at the urging of Governor David Boren. It requires that anyone 18
or older in a family recelving Aid to Families with Dependent Children must
visit the local employment office and sign up for a job that's avallable.

In 1975, there were 2,300 persons participating in the Oklahoma program-
Many worked in State institutions, hospitals or in county offices for $6 a day
to offset expenses, plus their regular AFDC checks.

“They gre usually placed in jobs where they can-easily be trained and
hopefully be picked up by the business community,” says a State spokesman.
Last year, more than.700 persons were placed in permanent positions outside

the government.
THE RISK OF REJECTING WORK

- The Texas legislature recently passed legislation to supplement the Federal
Government’s Work Incentive Program. Welfare recipients must register for
work, and if they reject a job without a good reasom, their benefits may be
cut off after an administrative review.

North Carolina's legislature this year passed a law requiring welfar: recipi-
ents to register for work.

As the law’s sponsor, State Senator E. Lawrence Davis of Winston-Salem,
explains it: A family head who fails to register is taken off the rolls. But aid
to his or her children will continue as “protective payments” made through

“some other person or perhaps an agency, such as a church. Since the law did

not take effect until July 1, it's too soon to tell how effective it will be.

A PART-TIME WORK FORCE

In the State of New York, all employable persons recelving general welfare-
assistance payments have, since May 1, been required to work three days a
week in a local-government agency if jobs are available.

There are about 60,000 such persons, and State Social Services Commis-
sioner Philip Tola says: “We're hoping to develop jobs within local-government
agencles for at least 80,000 of those employables within the next three months.
We're hoping that, when faced with working three days a week, many will go
out and get a full-time job.”

_ QOne problem is that four-fifths of the employables covered by the program
are in New York City, where in the last two years thousands of public em-
- ployees have been laid off in the city’s efforts to cope with a financial crisis.
“I "anticipate some complaints from the municipal workers' unions,” says
Assistant Welfare Commissioner Irwin Brooks. However, according to a New
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York Daily News poll published May 23, about 87 percent of residents in the
New York metropolitan area approve of the new workfare program. ‘
Work-for-welfare bills similar to New York's are pending in several States,

including Conpecticut and New Jersey.
Massachusetts 18 one of the States studying the Utah plan of mandatory
work for heads of AFDC familles. Since 1975, Massachusetts has barred all
employable persons from direct relief or general-assistance rolls. The State of
Rhode Island followed suit last September, cutting its relief case load by more

than 20 percent. -
‘ ' MILLION-DOLLAR SAVINGS )

Bridgeport, Conn., started last year & plan requiring employable people
receiving welfare to-werk one or two days a week, depending on the amount
of their aid. About 300 persons out of a case load of 1,330 are now working.
If they fail to work for a period of two weeks, their benefits are automatically

terminated. -
Result: Bridgeport’s case load has been cut 45 percent in a year's time,

with a million-dollar reduction in the city's welfare budget.

Milwaukee County, Wis.,, has a locally run pay-for-work program, requiring
all able-bodied welfare applicants to take specially created jobs in municipal
or county departments. They are paid $2 an hour for a 32-hour worksweek.

One experiment being watched closely is a “supported work” program run
by the Manpower Demonstration Research Corporation, a nonprofit, tax-
exempt organization set up with the support of the Ford Foundation and five
Federal Government agencies—principally the Department of Labor.

It has 16 projects in 13 States that provide jobs, mostly with public or
nonprofit agencies, for more than 2,000 marginally employable people, includ-
ing AI'DC mothers. Instead of welfare checks, they get paychecks at minimum-

wage rates.
A mixture of welfare funds and grants is used to finance the program. The

workers will be helped to find permanent jobs in private industry once they

have developed the necessary skills. .
Many towns and some States have found that the administration of work-

for-aid programs is too costly to justify the small numbers put to work. But

the search for practicable systems goes on—and widens.
In the words of Fritz Kramer, a manpower speclalist with the Labor Depart-

ment: “A number of States are exploring ways to provide jobs in either the
public or the private sector to get people off the welfare rolls.”

Senator Lona, What has HEW done to increase WIN’s, the work
incentive program’s funding, and expand the progra.n to put more
individuals in jobs in private industry?

Secretary Carrraxo. Mr. Chairman, we have been studyving the
WIN program as a part of the welfare reform proposal. I think that
our general belief about the WIN program is that it has some prob-

“lems, it has not worked as well as we would like to see it work. I

think that we will be up here with some substantial proposals relat-
' in% to jobs generally in welfare, in August, and then testifying here,
I believe, sometime in September before this subcommittee on the

welfare proposals. .
I would like to provide the committee with a more substantial anal-

ysis at that time, if I may.

Senator Lone. Now, we are getting 210,000 moving in jobs and I
am beginning to get encouraged. I noticed after we recommended
and authorized here the funds to take care of the additional people
who want to go into the program to find employment, the Appropria-
tions Committees did not provide the funds. We will need your help
to do that, if you agree with us that this work incentive program is
a good idea and should be expanded and carried forward.

Secretary CaLirano. We think work is a good idea. There are a lot
of work incentives that have to be put in the program. We feel we
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can make some substantial improvement in job-related programs, and
the best way might be, if it is all right with you, Mr. Chairman, to
come up here in August or Sertember when we testify——

Senator MoyN1HAN, August ' : )

Secretary CaLirano, We will have a proposal to the Congress in
August. I will be glad to come up here in September. I am scheduled
for the House in early September on the subject, and we will have
an analysis that I think will be helpful. I know and share your de-
sire to get people who are on welfare working, and we know even
with the problems that we see in the WIN program—one of the
interesting things about it is that 25 percent of the people in that
program are volunteers. People want to work. Nobody in the country
wants to be poor. L

Senator Lona. We agree on a couple of basic things, It looks to
me that we agree that it is a better idea for a person to have a job
than for a person to live on welfare and we ought to make the job -
more attractive than welfare. So we are making progress in that
direction. . . .

As long as we can agree on certain things we are trying to achieve,
then all we have to agree on is what are the tools that we have to

have to do it. We are making headway.

Thank you very much.

Senator Moy~iuan. Senator Danforth ¢

Senator Danrorri, Mr. Secretary, on page 13 of your statement,
you talk about child welfare services and the present inadequacy of
child welfare services. You say we intend to change that by directing
significant new Federal money, $63 million in fiscal 1978, and so on,
into the development of State systems for tracking case review, due
process safeguards, and preventive and restorative services for chil-
dren at risk of foster care.

My question is I think substantially the same as Senator Pack-
wood’s second question to you, I sometimes think that I am the only
person in the Senate who really cares much about State or local gov-
ernment, but I spent 8 years in State government and everytime I go
back to Missouri, every local official I see is complaining about Fed-
eral Government and what it is doing to them. You say that you do
not want to dot the “i’s” and cross the “t’s”, and yet I wonder how
you are going to avoid that. You want to create broad Federal
standards, yet I wonder if there is such a thing as broad, Federal
standards,

One of the experiences that I had in this recent recess was meeting
with some local officials and they were talking about their local de-
velopment program—which, of course, is not in your Department.

They said that the block-grant concept has backfired and the only
reason it has backfired, if you have categorical grants, at least you
can show the bureaucrats in black and white what the restrictions
are, and if it is not in writing, it does not exist, Whereas, they claim
with the block-grant concept, the bureaucracy is on an ad hoc. basis
within the local community, within a region, developing its own
standards and its own programs.

I just wonder, can we not give State and local governments the
money and say to them, look, this is money, in this case for child
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welfare services. Use it to the best of your ability, Here are some
ideas that we have—rather than getting the Federal Government in
the business of, for example, due process safeguards} .
HL.R. 7200 has the Federal Government in the business of monitor-
ing the courts, the State courts system, and whether you do it specif-
ically or generally, I see in this approach a tremendous potential for

- yet more Federal intrusion. There are some very well meaning people

out there; they are not all clods. .
Secreta,ry C{LIFANO. Senator, I think one of the most difficult prob-

lems at HEW is how to strike the balance of what it is appropriate
for the Federal Government to do in dealing with the States, cities,
and counties and what it is inappropriate for the Federal Govern-
ment to do. There is no question in my mind but that we are far too
deeply involved as a department of government in State and local
government, .

I find anywhere I go one more preposterous regulation on top of
another, Indeed, I am setting up a unit to begin a systematic review
of all of our regulations. We have reached a point where we are
making it impossible to achieve the objectives that we are seeking,
because we are overregulating. . .

We looked at H.R. 7200 as we began looking at this problem and
we really came to essentially this kind of a conclusion, that many of
the provisions in H.R. 7200 are too detailed and too specific. I think,
as tfis legislation works its way through the Congress, you will find
the administration is for less detail than the Congress as a whole
will be for. That is increasingly true in the case of much legislation.
The legislation for handicapped children that passed a few Kears
ngo read like an HEW regulation. It would have been unthinkable
to have a piece of legislation like that 10 years ago.

And how do we go about setting the balance? We looked at some
of these objectives here. We have not yet submitted a bill. We have
heen talking with the staff of this committee and with the staff of
the Human Resources Committee and with Senator Cranston’s staff
to try to strike that balance. .

I do think that the point in which we believe that there is a need
for funds for some general areas, there are some glaring absence of
actions that should ge taken in the adoption area. We do not spend
a lot of money on adoption. States and local governments spend most
of the money in this area. We contribute & relatively small per-
centage, as some of these programs go.

We should set those standards. T think that there are broad stand-
ards needed. I do not think we ought to be in the business of over-
seeing a State court decision any more than I think Federal judges
should be running certain segments of the Department which has
happened over the last 8 years. I do think that we should set some
standards.

Your point about block grants, I might note, Senator, is a point
that I made in an article I wrote objecting to block grants, I said by
the time it was over that there would be more strings attached to
block grants than to any categorical program. There is no question
that that happens. The problem is they are invisible strings. You
do not know what you are supposed to d;:) and not supposed to do.
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The second point that I would make about this area is the point I
made in response to Senator Packwood. It is a group with nobody
for it except some of the professionals who are in the business, the
child welfare people and private organizations, the child welfare

ple that work for State governments, and we think some of those
incentives should be provided here,

Senator DanrortH, With all due respect, there are a lot of groups
like that and HEW is dealing with a lot of groups like that, and yet
everytime that I go back to my State, I see ons incredible case after
another of backfiring because of this same purported concern. )

There is a situation which I will not belabor right now, in War-
rensburg, Mo., where HEW has told a community hospital that the
meals-on-wheels program, which is entirely voluntary and commu-
nity run, which charges elderly people who are shut-ins $1.25 a meal,
has got to start charging them, guess how much? $2.311% cents a
meal, not $2.25 or $2.50, but $2.311% a meal. ) .

Tt just seems to me that maybe we should start getting to the point
where we say, there are some people out there who are sensitive, The

eople in Warrensburg, Mo. are at least as sensitive as anybody in

ashington to the needs of elderly shut-ins; that in"the case of kids,
1 have seen how our programs for the retarded in Missouri, which do
not have a great constituency either, malfunctioned because of Fed-
eral overreaching.

Why not just say look, we are for adoption rather than foster
homes. We are for child welfare services. We believe child welfare
services should follow certain directions. Here are the directions that
we think that they should be tracking, that we think that there
should be case review, that we think that there should be due process.

But the minute that you get into this kind of a statement of objec-

tive and legislation as a condition for your money, whether it is a-

specific condition as is true in H.R, 7200 or whether it is a general
no-“t”-crossed condition as you proposed in your statement, I think
you are just getting directly in the business of sending the bureauc-
racy out into the countryside and taking over these programs, even
though the amount of money that you are spending is not nearly as
much as being spent by the States.

Senator Moynrman. If the Senator would yield for a comment?

Senator DanrorTH. Certainly.

Senator MoyntaAN. I was in New York last week, as you were in
Missouri, and I had occasion to speak with a distinguished scholar
at Columbia University, a man who has the responsibility directly
for the College of Physicians and Surgeons at Columbia University,
the oldest medical school in the country and, in my view, certainly
one of the best. i

He described HEW regulations affecting the university’s teaching
hospital. He said they comprise a very thick book, about that thick.
But it need not be that thick at all. They could write it all down on
one page. The regulations of our hospital, our teaching hospital,
could be put on one page. Close it down.

Senator DanrorrH. Let me ask you a specific question. What would
be wrong with just putting this money in title XX 1

Secretary CaLirano. Senator, we are talking about two different
things. It is services money. I take it from what you say you do not

Ly,
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have any objection to, in effect, lifting the prohibition from the wel-
fare money for continuing payments in a situation where a family

wants to adopt a child?

Senator DanvorTa. Not at all, .

Secretary Carirano. We think if we just put the money in title
XX we would end up having less money for child welfare services
in many ressects than we now have. We think the money should be
specifically directed to child welfare services. Within child welfare
services, we think that unless we provide some general objectives so
H; will not be spent to deal with some of the individualized systems

amage.

Senator DanrorrH. I think four heart is in the right place. I think
it is very commendable. But I can just see it coming.

Secretary CarLirano. I do not have it with me, but if I may, Mr.
Chairman, make a part of the record here a General Accounting
Office report* which came out earlier this year dealing with State
ad?iption agencies and the child welfare services programs of the
Federal Government which prompted some of the interest in this
area on the House and Senate side.

Senator MoyN1aAN. Thank you, Senator.

Senator Hathaway ¢

Senator Haraaway. Thank you, Mr. Chairman.

Mr. Secretary, I certainly agree with the changes that you would
like to make, I have a few questions that I wanted to ask you.

Before I do, I would like to remind those who are so much opposed
to cateﬁ)rlcal grants and want to see a block grant system that, prior
to the enned% and Johnson administrations in the 1960’s, many of
us will remember that many States were doing absolutely nothing
with respect to social services, The Federal Government finally came
around to providing it. What the States were doing, they were doing
in a discriminatory manner.

I would hope with the greatest hesitation, that we would stop
these categorical grant programs until we are absolutely sure that
the States will go ahead and do the things that the Federal Govern-
ment was doing in the meantime. What the States forget is that we
keep those lobbyists, who have a greater effect on State governments,
off-their backs by grov.lding that the money should be spent for a
specific purpose and this assures that it will be spent for that pur-
%o.se. Atnd as I said, it prevents the local lobbyists from seeing that
1t is not.

A few questions that I have to ask you. I presume that you would
not agree to take title IV-A and IV-—g and to meld it into title XX.

Secretary Carmrano. No; we would not be for it.

Senator Haraaway. I understand that you do want to raise the
cap on vendor payments, which are about 10 percent, to landlords
and whatnot, but I am a little leery. Is that true?

Secretary Carirano. We would permit that cap to go up to 50
percent. Part of the problem is, if we do not do something like that
and do it retroactively, for example, New York City and New York
State—New York City would owe millions of dollars, and there are
many cities like that around the country. Another part of the prob-
lem 18, we think that as long as they are in place, they are volunta
arrangements that the States are enforcing and protecting the indi-

* The report was made a part of the committee files,
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viduals concerned, that this can work. There is disagreement among
the State welfare people whether this is a good idea or not. They
are split on this issue, We finally have come down to providing a
higher cap because of the problem that I mentioned.

enator Hatraway. The person_renting could not withhold pay-
ment from the landlord ¢ . )

Secretary Cavirano. You are right. The argument you make is one
of the arguments people make who do not think this should be done.

Senator HatHAwAY. It is still a debatable question.

Secretary Cavrrano. It is a difficult and close question,

Senator. Haraway. We have provided a $200 million increase
last year in social service funding. Should we not go higher than
that? Should we not provide for redistribution of that money not
taken advantage of the first time around? ) ]

Secretary CaLirano. We proposed an extension for this year, and
Senator Long has proposed that the $200 million temporary increase
be made permanent. I am not saying that that provides all of the
social services necessary. I am saying, in the context of the larger,
fiscal budgetary situation, both within HEW and within the admin-
istration generally, we think that this program should remain capped
and s;hou{gd not become an open-ended program. We are still suffer-
ing and trying to negotiate with the States from the years when this
was an open-ended program. There are tremendous differences be-
tween us and the States as to who owes who what. We may well be
up here, before that is over, asking Congress to bail us out. We think
it should have a cap on it.

Senagtor Haraaway., Do you think $200 million is sufficient in-
crease

Secretary Carirano. In the context of the present fiscal 1978 budg-
et situation. At this point in time, the $200 million is sufficient.
Whether we will want more substantial increases in fiscal 1979 is
something we are looking at right now. -~

Senator Hataaway. Thank you very much.

Thank you, Mr. Chairman.

Senator Moy~1aAN. Senator Dole?

Senator Dore. Thank you, Mr. Chairman.

I have tried to read very quickly your excellent statement, Mr.
Secretary, but I may duplicate and repeat questions, As I look at it,
you are proposing two new entitlement programs?

Secretary CavLrFano. Senator, yes. One of those programs essen-
tially takes the existing money in the AFDC program that pays for
the 117,000 children who are on foster care and welfare, to say that
that money can be spent if those children—to subsidize adoptions as
well as for foster care presently—if a family has a child in foster
care and loves it enough to adopt it, at that moment in time, we cut
off AFDC payments. We would like to continue. While it is a new
program in that sense, it is not a new money program.

Senator DoLe. I guess my question is what is the rationale for
recommending entitlements rather than the authorization process be-
cause, as & member of the Budget Committee, I can state that there is
some resistance to new entitlement programs. -

We had an amendment offered on nutrition programs just a couple
of weeks ago on the floor that moved it from an authorization to an
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entitlement. program and there was considerable concern ‘expressed
by members of tﬁxe Budget Committee. .

Secretary CaLirano. In terms of the AFDC payments, that is in
offéct an entitlement program now. Children are eligible or ineligible
for welfare payments. \%e\ do propose a cap which is not presently
in the law which would, beginning in fiscal 1979, increase it
by 10 percent a year for § years and put a permanent cap on it in
fiscal year 1984, We would propose writing that into law now. In
effect, we would be making an entitlement program and then cap-
ping it. We share some of the Budget Committee’s concern in that
area. As far as the addition of $209,500 million for child welfare
_services, that amount of money is already included in_the budget

resolutions in both the House and the Senate, although it is new
money, as far as the Carter administration is concerned.

Senator Dore. On page 17, as I recall, you indicate that you would
cap the foster care adoption maintenance program at a generous
level. Is this spelled out more specifically in the appendix?

Secretary CaLirano. Yes. That is the 10 percent per year. It is
$171 million this year. That is our estimate for what that program
will cost. The AFDC payments to an estimated 117,000 children we
would let it find its own level in fiscal 1978 as an entitlement pro-
gram and fiscal 1979, Then we would cap it and we would begin this
10-percent increase per year for 5 years.

Senator Dore. You also indicate that the adoption maintenance
payments will be made to families until a child reaches his majority
or the family income exceeds the income test?

Secretary CaLirano. That is right.

Senator DoLe. Would-you continue medicaid eligibility on the
same formula? .

Secretary Cariraxo. We would continue medicaid eligibility only
for preexisting conditions of the child. One of the deterrents to adop-
tion is the loss of medicaid eligibility. We fear it is particularly
severe with a handicapped child and a child who has some preexist-
ing condition that could require significant medical expenses. We
would continue medicaid eligibility for preexisting conditions.

Senator Dore. What is the cost estimate of continuing adoption
payments until the child reaches maturity or until they no longer
qualify for assistance?

Secretary CaLtraxo. We think that we will take care of all chil-
dren within the capped ameunt that I have talked about. Going 5
years out, there is no financial wizard in or out of the Federal Gov-
ernment who can predict what is going to happen.

Senator DoLe. Also, you indicate that the due process procedures
must include administrative and judicial review of all children in
foster care within 6 months, and then again in 18 months, H.R.
7200, as I understand it, has a similar provision, but it also requires
thtqt the review at the 18-month level provides a definitive plan of
action.

Do you have some positive or definite plan in mind at the 18-
month review time?

.Secretary Carrano. No. Our view is that we would want to be
much broader than H.R. 7200. We think H.R. 7200 dots too many
“i’s” and crosses too many “t’s” in this area. We have more general

94-698—77—=8
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standards than H.R. 7200, Senator Danforth raised the question
whether those standards would continue to be general once we would
start regulating them. We hope we can keep them that way. .

Senator Dore. Thank you very much.

Senator Moy~nman, Thank you. ) . .

I would like to raise a few more questions quickly, then I will let
the Senators return to questionmf. .

Clearly you have seen a very large turnout and you have raised
some very important questions, I would like to make it clear that I
support your program. I think it is an intelligent one. It is a press-
ing subject. o v

% would like to say one thing to you that I hope you will listen to.
If you cannot listen, you have a lot of people listening, maybe some-
bO(f;7 around you will listen. How many people are here from HEW ¢
Raise your hands. Well, one of you listen. .

Joe, you and I have been through a lot of administrations. It is
one thing to say, as you have said, that we are overregulated and
you believe that we are overregulated. Every Secretary of HEW
since the first one has said that there are too many regulations.
Each year, the number of regulations rises. Each year, you would
have a Senator Danforth come and tell you that it is intolerable.
People like me say to you that a distinguished academic adminis-
trator of one of the oldest and finest medical colleges in the world
said that HEW regulations can be put on one page—close down your
teaching hospital.

It is illogical. You do not want overregulation, but persistently,
year after year, you want those things which you cannot get without
overregulation. When you leave your job, sir—and you know your
half-life is about 18 months—there will be more regulations than
when you arrived.

-- You have come here before us with a program that I very much
support, but it proposes to extend detailed Federal control into an
area of unique sensitivity which is a question of with whom shall a
child live? Can the State forcibly take a child away from its natural
parents? Do natural parents give up a child?

These things which you describe could hardly be an area of social
policy that is more sensitive to the immediate community: not just
to the village, but to the block; not just to the block, but to the
neighbors on the left and right and across the street. The Federal

-~ Government is going to be writing longer and longer and more de-
tailed regulations about the subject, about the people in Columbia,
Mo. They are going to wonder, My God Almighty, we know this
person, they never heard this name; we have known this family,
now they are telling us what to do.

You are %omg to be back here in 3 years saying you wish you
understood. If you do not want overregulation you may not want the
things you cannot get without it.

I just feel that it is about time to have a certain candor and open-
ness and confidence in this matter. A fter all, it is not as if this Con-
gress has not supported HEW, has not supported services. It has. T
am now going to ask you, sir, the question from Dr. Derthick’s book
prepared in CSA.for the OMB in 1970: What do we know about the
subject now that we did not kmow last year$
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" Secretary CaLrano. Adoption{ '
" Senator MoyNmHaN. Yes. Adoption and foster care. . ,

Secretary Cavrrano. I do not think it is a matter of knowing some-
thing that we did not know last year. This is a product, from our
point of view, we are systematically gox_nﬁ through HEW laws and
regulations to identify those that we think provide incentives.

ne of the provisions we found was the provision in the welfare
law that said we will make these payments only to foster care situa-
tions. If the foster parents adopt the child, we-will cut off payments.
That part is a function of that. . .

I must say, in all candor, they are very much a function of work
done up here on the Hill, in this staff and the House staff, Congress-
man NPiller. The second part of the program, the portion dealing
with tracking was brought to my attention by Vice President Mon-
dale, Senator Cranston, Congressmen Miller and Corman and by the
General Accounting Office report, and led us to the conclusion that
if we provided some relatively %entle incentives, that we could sig-
nificantly improve the individual assessment of the children on wel-
fare.

I am sensitive, Mr. Chairman, to your first point. I do hear you on
that. It strikes me every single day, the point of not wanting to
regulate or overregulate and at the same time, wanting to get things
done. We are trying to go about unshackling some of those regula-
tions. Even when you move to do that, it is very difficult.

We took the handicapped regulations which, in my judgment,
were confusing, much too long, much too detailed, revised them, cut
them by 40 percent from the draft that was sitting there when I ar-
rived. We think we provided all the substantive protection that was
there before, and I had some Georgia rehabilitation people say to
me, tell me on Thursday that the first regulations come out, a regu-
lation that they could understand. In the course of doing that, we
were deluged with complaints from some people interested in those
;‘legu]ations that we were somehow not being specific enough, or what

ave you.
. Senator Danrorra. May I interrupt at this point .

The issue, Mr. Secretary. is not length and complexity. That really
is not the point at all. The point is who makes decisions, at what
level are decisions made?

I think what you are saying, we really want to make them here in
Washington and hopefully we can make them so they are simple
enough so those folks out'in the countryside can understand them.
We want to make them because we really think we know how things
should be done. .

Senator MoxN1HAN. If the Senator would yield, are you suggesting
that Secretary Califano is a real menace because he is going to write
regulations that can be understood and therefore must be obeyed ¢

Senator Davrorta. The reason I am so revved up on this, I just
came back from being home and talking to a lot of people. My con-
stituents really think they are being pushed around, ordinary people
do, people in.local and State governments do. It may be a store-
keeper, car dealer, banker who happens to be the mayor or the city
councilman. They really think they are being shoved around and
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they do not want it anymore. They do not want it that way anymore.
It is not a question of complexity, not a question of gobbledygook.
That is not so much the issue at all. ) )
That is laughable when that occurs, but that is not the point. The
point is exactly what Senator Moynihan said. If you do not want to
regulate, what you give up is some of the things that you would like
to accomplish, -Kut. maybe what we have to recognize n this country
is that the fundamental values that fo back to our earliest days, the
fundamental value that is capable of standing on its own feet, is the
decisionmaking should be shared, that it should be spread out
throughout the country, that it should not all be aggregated here,
and we are just going to have to face up to that.
The thing that concerns me, whether you are talking about broad
Federal standards, or you are talking about the kind of specific
things in H.R. 7200, you are still going to get more and more into
preemption and supercession by Washington. ]
Secretary Carirano. The only thing I can say to that, I think that
over time, indeed, in this session of Congress certainly, that you will
find that we are less desirous of telling people how to dot “i’s” and
cross “t’s” than the Congress is. We are, for example, in the educa-
tion area, currently under a statute that requires that we write 90
regulations in 240 days. The date on which the regulations are to be
issued is written into that statute.
Senator Moy~N1uaN, The Secretary makes a fair point here. Sena-
tor Danforth makes a faiv point. too.
Senator Dole or Senator Packwood, would you like to comment on
this particular point? ,
Senator Packwoop. I have your solution for the teaching colleges.
If Columbia and Harvard were to close their graduate school of
sociology, you would cut off the sources of the people who write the
regulations. N
I listened over and over. Joe, you said it. They live in Warrens-
burg, Mo. and we live in Washington, D.C. You used “they” and
“we.” Those people disagree.
Pat has put his finger on it. You are going to have to come to a
decision. You are either going to give “they” the money and “they”
may not spend it right, “they” might-spend too much for day care
- and not enough for foster care; “they” might™not spend it the way
“we” think they ought to spend it. But you cannot have it both ways.

" -We went through this battle with the extension of general revenue
sharing last year. When you say “they” out there want more definite- -
ness, more specifics, that sure was not true in general revenue shar-
ing. The recipients wanted less regulation, and they got it.

The only two serious strings left now, one, you much account for
how did you spend it, not what you spent it for; two, you must not
discriminate in the spending of it, and they wanted to get rid of that
regulation also, but we would not let them get rid of that one.

You are wrong if you think that they want more specifics. They
want more generalization, broader authority, more discretion, so they
can spend it for the things that they think are important.

Congress has been as bad at this as the administration. I am not
trying to, in this sense, fault you and say we are pure. But there is a
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change of philosophy in the Congress. A lot-of it has come from
younger Members. A lot of them are Democrats who, until 2 or 3
or 4 years ago spent their time in State government. They are com-
ing here with a different attitude than the people had in the mid-30’s.

I do not sense the tenor of your testimony, Joe, accept that. .

Secretary Cavirano. I guess I think it does accept that. Even with
these new Democrats, the Congress will still legislate more specif-
ically than the administration will ask. I hear the same thing Sena-
tor Danforth says, but it is not a monolith out there. There is also an
element of bureaucracies, if you will, dealing with bureaucracies.
The individual who wants to adopt a child or the individual who
wants to accept foster care, or what-have-you, all of us feel pinched

- by too much regulation when we confront the State, to get a drivers
license or whatever. :

There are also people out there in State governments who have an
entirely different view than the one you have expressed. I do not
think, over the long huul, wide-open revenue sharing makes sense,
quite candidly. The reason for that, I think it begins to separate the
taxing power from the spending power. - ~ N

Senator Packwoon. What is wrong with that?

Secretary Cavmrano. I think that there ought to be requirements
for those who want programs, who want to spend money in certain—————
areas, to face the difficult political task of raising that money.

Senator Packwoop, We have preempted their best tax sources.

Secretary CarLmrano, Some. The States are going into a surplus. It
will be a very interesting and difficult issue in regard to certain por-
tions of this country.

Senator Moy~1HAN. I am pleased to hear that.

Secretary Cavrrano. Not yours and mine.

Senator MoyNtrAN. I wonld like to move to a few quick questions
here. Then we can go on to some general points. ,

I asked you, what do you know about the subject that you did not
know last year, and with respect, sir—it is not your doing, you were
not there last year—you are saying you do not know one damn thing
that you did not know last year.

I would like to point out something else. For the last 6 years, the
Department of HEW has not collected statistics on adoption and
foster care.

Secretary CavLirano. When I got into this subject, I offered the
GAO report T mentioned and offered the discovery about the limita-
tions on AFDC payments. I agree with you. We have a terribly in-
étltliequate data base. I kept asking for more and more data; it is not

ere.

Senator Moyniman. We do not have any national statistics. I
would like to offer you a general proposition.

You spoke about the incentives and this and that. You looked at
the regulations like the good lawyer you are—and you are a very
good lawyer; you are the first half-million dollar lawyer we have
had before this committee—and you said that does not make sense.
I would not behave that way. With this set of incentives, I would
act this way; with that set of incentives, I would act some other way.
And you have a mode] in your head as to how people should behave,
It is a complex model.
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Half of it is Adam Smith; the other half has to do with frustra-
tion and aggression and Freud. That is very confusing.
~  There is a rule, It js Forrester’s law. It is a very serlous statement

as to a complex social system. Professor Forrester says, with a high
order of probability, it may be stated that with respect to complex
social situations and social problems intuitive solutions are almost
invariably wrong. This is s serious point. Do not be surprised, sir,
as you keep working to solve problems of dependency, if problems
of dependency grow.

Do not be surprised. The man who studies systems theory would
not be at all surprised that as HEW has spent more and more money
to stop dependency, dependency has gotten greater and greater. That
would not strike someone dealing with complex social systems as an
incomprehensible outcome. )

As a matter of fact, it is a rather familiar one.

Iam saﬁing this to you very seriously. Your people and your De-
partment have not given you any evidence whatever about the pro-
%ram that you brought before us except that it sounds like a good
1dea.

Let me say to you, if we looked at the condition of the American
child today in contrast to seven decades ago, and if you say that
there is probably nothing more precious to a child than the chance
to grow 012) with his natural parents, with both of them, then, the
amount of television they can watch, the amount of bicycles they
get is not very important compared to this fundamental thing.

The child today in America is significantly worse off than seven
decades ago, and that is because of an awful lot of very fuzzy things,
including the thinking that says it must work this way. Ify it must
work this way, why does it not?

Two questions. On-the whole question of services, this committee
is going to start asking Lenin’s question, and there is a theory in the
process that is described in the social epigram: “Feeding the spar-

_rows by feeding the horses.” It is a question of who gets the money.

Can T tell an Al Smith story? Al Smith was beaten in the Harding
landslide for Governor in 1920. Two years later, he had to run to get
the governorship. He was running against a Republican who had
been a good Governor but who had started going around the State
saying he had saved New York $3.5 million—which was a lot of
money in those days. And he kept saying it.

He had _signed a bill, or vetoed a bﬁl, or whatever, and in so
doing, had saved $3.5 million. Smith began hearing that this was
catching on, so he began following the Governor around, saying,
“The Governor says he saved New York $3.5 million, but what I
want to know is, where is it and who’s got 1t%”?

Could the Department of HEW construct a statistical profile of
the median American taxpayer, how old he is, how much money he
makes, the median person, that person who is right in the middle,
and then construct—I would ask you to do this, Nfr. Secretary-—con-
struct a statistical profile of the-people who-will get the money you
are pm}I)osmg in these services?

And I want to ask you if you would be increasing or decreasing

_.income equality by your proposal.
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Secretary Carmrano. Mr. Chairman, I cannot answer that. I can
make that construction. I understand what you are after. The reason
I cannot answer it, even with respect to the States, child welfare
services are not on the whole uncontested. If one needs child welfare
services, one goes to the State or county government and gets them,
Therefore, that kind of data would have to be taken~——

Senator MoyniaaN. It is an effort, but would you try, Mr. Secre-

tary?

g:acretary Carxrano. I am sure we could find some money in the
vast resources of HEW to do that.

Senator Moy~1aaN. Who are you taking the money from and who
are you giving it-to, and on whose check does it end up? .

I don’t want to keep at this too long. I have one last question. In
HL.R. 7200, there is a proposal that the SSI program be extended to
Puerto Rico, the Virgin Islands, and Guam. Does the administration
support this?

ecretary CarLirano. Our view, Mr. Chairman, is that that proposal
should sit in abeyance until we come forwurd with our welfare re-
form proposals, which we hope to do the first week of August.

1 would, if I may, Mr. Chairman, like to just mention briefly and
respond to your point about social workers. Within 2 weeks after I
was announced to take this job, I talked to someone and I asked him
to come help me specifically to look at the delivery of social services,
how much actually gets to the individual, how much value can you
put on the services, how do they work, any way to devise cost-effec-
tive systems, how much goes to the Government, the social worker,
the individual, et cetera.

‘We have been deterred from that for the moment because of the
HEW reorganization and the reorganization of the regional offices.’
We will, within a couple of weeks, begin to try to figure out ways to_
measure that. It is a political question, and one long overdue, to try
to get some answers,

Senator Moynuan. I am very pleased to hear that. I thank you.

The committee staff has a number of questions that are detailed.
We 'gould like to submit them to you in writing, if you would re-
spond.

Secretary CarLirano, We will, Mr. Chairman.

Senator MoyN1uaN. Senator Long{

Senator LoNa. Appropos of these regulations, I was just looking
at this article from the U.S. News & World Report of July 8, 1977.
It has to do with the effort of various States to put welfare people
to work and it makes reference to the Utah experiment, for example,
where in that State the State wanted to pay people to work rather
than paying them not to work and trying to get them into the
labor force, and HEW cut off all of the Federal money contending
that they had no right to ask anybody tc work.

I would like to ask what is your position with regard to this?
Suppose we amend this law to say that if the States want to say, as
New York does with their general welfare program, if you want to
ask somebody to do some work for some of his money, you can pay
them to work. I would hope you would pay them more than you
would for not working. :
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Would you have any objection to that? ]
Secretary Carxrano. Our view, which we will lay out in some de-

tail, is we believe that—we have not agreed in the administration as

_to what the cutoff should be, but there is a category of };leople on
welfare who should be required to work, it depends upon the age of
the child; we think the incentive should be skewed so no one in such
a situation, comparable situations, would not get more on welfare
than if they were working in the public sector and those workm% in
the public sector through these programs would make more than they
could working in the private sector. The ultimate objective is to skew
the incentives for employment in the private sector. L

Senator Lona, What I am talking about, do you have any objection
to our putting in this law_something to let those States do just what
you are saying you want to do now?¢ o .

Secretary éALIFANO. I would have no objection in principle. I
think that we would probably want to express some concern about
single-parent families, how young those children were, before we
would want to agree with a statute that would permit a State to
foxl;ce, for example, a mother to go to work 6 months after her child
is born. -

Senator Lone. Here is a pitiful situation that you described in
your statement about an unemployed father leaving the house and a
family can go on welfare. I am saying, do you object if we just make

it _so that they can make a welfare payment to that father to work
rather than to pay him to sit there and do absolutely nothing.

Secretary Carirano. No. I think that that would be fine, Mr.
Chairman.

Senator Lona. It would save shedding some of the tears called for
in this statement that you gave us here. -

Secretary Carirano. I think that is fine. I think that we have to
recognize, in effect, something important, which is the taking care
of children is work and it is important work in our society.

Senator Long. Pay them for it rather than paying them for sitting
there. What if a person is getting the money and not looking after
the child at all?

I am talking about paying somebody to do something rather than
paying them to do absolutely nothing.

Secretary Carrano. Nobody in this country wants to do nothing.

Senator Lone. You would be surprised, Mr. Secretary. There are
some. I hate to say it, I have been related to some. There are people
like that.
~~T have had neighbors and relatives, associates, friends, enemies, all
kinds of people who meet that qualification; running for public of-
fice T have met som;g{eople broader than your experience.

It seems to me as if we should give these States the opportunity,
especially these unemployed families you are talking about, to pay
ﬁgtpa to_go out and do something. You say he wants to work, pay

-to_do something. .

Secretary Carrrano, If there is a mama to take care of the chil-
dren, it is very easy. If not, it becomes a question of how old those
kids are, if we want to encourage them to work by bringing up kids
if they are very, very young or if-we want to encourage them to
leave the home and go to work.
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Senator Lone, Are you aware of the fact that it is already pro-
vided in the law if you put mama to work, papa has left the home,
we have fixed it so you can put mama to work in a day care center
taﬁxd ?we will pay 100 percent of the costs of that. Are you aware of
. that ‘ : :
Secretary Carirano, Yes, Mr. Chairman. ) -
~ Senator Lona. I think that that is a good thing and I hope that

we are moving in that direction, that you can use welfare money to
put people to work. In other words, in the totality of some of the atti-
tudes that people have, you may pay mama for preparing the food,
just so that she is doing what you are giving her the money for, or she
could work in a day care center or a hospital 3 hours a day or some-
thing like that. If they want to pay people to do something useful, it .
seems to me you ought to let them do it, because that is what you say
you want to do yourself. I think we ought to let them move in that
direction. ,

Secretary Carmvano. We would like to make it clear that those
provisions are provisions in the law and not provisions of regulation.

Senator Lona. They are good provisions in the law. I am saying,
if it is a good thing what is wrong about doing more of it?

Secretary Carrrano. There are provisions in the law that prevent
us from making payments in situations like the Utah situation.

Senator Lone. That is a regulation of your Department, Mr. Sec-
retary; that was not provideg specifically by law. That is the way
your Department construed it. It is regulation we are talking about
that you cannot pay anybody to do a decent act with the money you
administer-there. I want to fix it so you can pay them to do the
decent act. '

It seems to me that that makes sense.

Here is another thing that bothers me about this program. As I
see it, the biggest problem in administering the welfare program is
not the unemployed father leaving the family. The big problem is
whether the father actually has a job and the income is available to
help support the family, but he has carried out this pretense that it
is not available to the family.

Now, in this article by Mr. Leslie Lenkovsky, “Gaps in the Carter
Welfare Program,” he said: :

Moreover, any two-parent family with younger children under the program
you are working under could increase its income by breaking up; so the wages
of the one parent would be added a full cash benefit paid to the parent with the
custody of the children. -

[The article referred to above follows:]
[From the Wall Street Journal, July 7, 1977]
THE GAPS IN CARTER'S WELFARE PLAN
(By Leslie Lenkowsky ')

The Carter administration's proposed welfare reform plan could bring major
changes in the treatment of families on relief. The key clement is its recogni-
tion that parents in these families can, do and ought to work.

In the past, welfare officials did little more than pay lip-service to this view.
They preferred, instead, to regard recipients as chronically dependent, in need
of social services and cash. Not long ago, HEW Secretary Joseph Califano

1 The author is a consultant on welfare,



Blmilarly declared that 90 percent of welfare reciplents are unable to work.
- Actually only a very small, proportion of welfare families continuously re-
celve benefits. The others obtain jobs, or acquire new members (a stepfather
or stepmother) who have jobs or income from other sources. For most families,
:'i:ltf(;lre is a temporary, though perhaps recurrent, interlude in their work
ories.

The reform pian devised by the Carter administration offers a strong f-
nancial incentive to shorten or eliminate those interludes. Refusal of a job
would be costly, resulting in a $1,900 reduction in the proposed national benefit
of $4,200 for four-person families. The remainder, $2,800, is less than what a
family is now expected to live on in Mississippi, the least generous state.

The federal poverty level is $5,850 for a family of four. To make up the
difference between $5,850 and $2,800, someone in the family would have to
be employed at the minimum wage for nine months of the year.” In other
words, a reasonably steady job would become necessary to maintain even a
poverty-level standard of living. In many states, that's not necessary now.

These are tough reiuirements, far tougher, in fact, than any contained in
the Nixon administration’s Family Assistance Plan and subsequent welfare
reform proposals. However, iheir effectiveness may be diminished by two pro-
posals that recreate some of the problems aflicting the current welfare system.

The first is the intention to exclude single-parent families with younger chil-
dren from the work requirement. They would be entitled to the full national
benefit ($4,200 for a family of four), which, as an encouragement to work,
would be reduced at the rate of 50 cents for each dollar of earnings. As a
result, the parent not -expected to work but who nonetheless does, could obtain
with much less effort the same total income as the parent required to accept
a job.

Moreover, any two-parent family with younger children could increase its
income by breaking up; to the wages earned by one parent would be added a
full cash benefit paid to the parent with custody of the children. Deflning one

group of families as outside the labor force resurrects the anti-work, anti-
family incentives welfare reform was supposed to remove.

Moreover, since half the parents in single-parent families containing chil-
dren younger than three are now employed, it is not unreasonable to expect
most heads of welfare families to accept employment. Then the availability
of public assistance could depend upon whether the parent worked, refused
to work or was looking for a job. (Mothers with infants could be covered by
programs for the temporarily disabled, a practice increasingly common in in-
dustry, known as maternity leave.)

The Carter administration also seems to think it will be essential for the
federal government to become the employer of one million or so weclfare re-
cipients. To be sure, it intends to encourage employment in the private sector,
~ but much of its internal discussion concerned providing large numbers of pub-
lic service jobs.

What these will be s still unclear, although the tasks will likely have more
to do with the latest enthusiasms ¢? the bureaucracies—weatherizing houses,
stripping lead paint from walls—than with the abilities of welfare reciplents.

In any case, the value of exchanging one form of public dependency for an-
other is hardly apparent. Nor necessary. If the heads of welfare families do
work, then jobs must be available. These are not always the “meaningful,”
stable, minimum-wage positions favored by employment officials and case-
workers. But if the administration’s plan allows welfare recipients to refuse
such jobs or take public service one instead, its work requirement will have

little practical effect.
Presumably, the administration will change these features before submitting

a bill to Congress in August.

The welfare reform plan outlined so far leaves several other issues unre-
“Solved. One is the future of Medicaid, the health care program for low-income
Tamilies and individuals. In many states, it is a lucrative fringe-benefit of
being on relief; the Carter administration has not yet revealed who would be
eligible for it when the new plan goes into effect.

Also to be determined is who will run the program. The preliminary design
assigns job placement and training to states and localities, with payment of
cash benefits the responsibility of HEW. With several million families to be

confusion. .
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Probably no one proposal could be expected to solve all the many probléms
of public assistance. Nevertheless, the adminlstration’s proposal does deal with
the central problem, the movement from welfare to work. v,

Senator Lona. That is a big problem. ‘ :
Secretary Carirano, He is not talking about the program we are

working on. .
~— ~'Semator Long. It is my understanding with what you are workin
on hore, he said in this article that the program being propose
would be such that one parent need only leave and leave the other
parent with the child. Even though the parent had a job, as long as
- you could not find him, !ou are going to have to provide the benefit
hat the parent provided for the child. o

Secretary Carmrano. That may be the U.S. News & World Report
program or the Wall Street Journal program. There are lots of
}I)'x]“ograms being written, lot of programs that we have looked at.

@ program we have proposed, I hope will meet with your approval
when we propose it in early August. )

Senator Long. My information is that this is the biggest problem
that we have to contend with in what we call the welfare mess. I do
not know the answer to it. I do not think you have it. We ought to
be trying to find it. .

It i3 my understanding that the so-called absent father from the
home, where in many cases he has a job—in most cases he does—
amounts for the biggest amount of dollar errors found by quality
control, running into $190 million annually. ‘

So there is our big problem that we have to contend with. I do not
know the answer to it; I do not think your people do.

Secretaléy Cavrrano. It is very difficult, Senator, All of the issues
related to determining income, finding the father’s income, how much
income the mother has, what the set-asides are, what have you, create
enormous problems in terms of the error rate in AFDC.

Senator Lone. One of these welfare workers told me a few days
<4go, a mother came in apslying for AFDC. He said under this new
law, before we can provide you with this money we have to make
every effort to find the father and make him contribute something,
She said, if you have to fool around with »11 of that, just forget
about it. That has to do with the problem. .

We must find a way that we are not just ripped off in cases where
the father actually has the job. Many times he is in the home. He is
just not there when somebody comes around asking about him, where

e does have a job, the income is there, and yet we are led to believe
§t};1gt that income is not available to that family, even though, in fact,
it is,

That is the one problem. If you can find the answer, I wish you
could let me know, because I have not found it yet. I think that is
the big one. ~

Secretary Carirano. It is a big one, Mr. Chairman.

Senator Lona, Thank you.

Senator Mo¥nrran, Thank you, Mr. Chairman.

Mr. Secretary, the chairman raised the question of some statutory

provisions that this Congress has made with respect to a payment
for work and possible conflict between regulations in the Depart-

ment.
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I wonder if Miss Martinez would not address herself promptly to
the question of how we can reconcile the statutory questions of Con-
gress. ’ .

Secretary Carirano. Why do we not submit to the committee why
we believe that present law requires this in those situations, and get
the committee’s advice and counsel I*

. Senator Moy~NmanN. Would you also submit to the committee what
the law should be to carry out the chairman’s intentions? .

Secretary CaLrano, I think, Mr. Chairman, that your desire to
have a system that encourages work and encourages the holding of
the family together will be satisfied when we come with our proposal
in August. I hope it will.

Senator Long. Mr., Chairman, that bill you bring up here will not
become law the same day you bring it.

Secretary Cavrrano. I understand that. . .

Senator Lone, There is going to be a period during which the
States still have this program, even after you bring it in, and of
course, as optimistic as everybody may be, what you are recommend-
ing may not become law. If it becomes law, it may not be law as you
suggested it. .

So during the interim, I think that we could do nothing but gain
by letting the States do some of the same kind of things that you say
that you would like to do with your program.

So when you say to us that we should not let a family starve and
go hungry, on the other hand, if they are willing to take a job and
do something they are better off than they are if they do not.

It seems to me they should be willing to let the States try some of

~“these things and see what they found out, during the same period of
time. If it does not cost us & cents extra, it seems to me as though we
should do it. .

Here we have specifically said in the law in certain situations that
you can pay a welfare client to do something rather than to pay
them for doing nothing, and you are better off when they do it. I
am saying if we say that and you are recommending to do that kind
of thing with your program, why should we not permit the States
to do some of these things pending the time when the Federal Gov-
ernment takes over? ‘

Secretary Carrrano, Let me look at the question, Mr. Chairman,
and respond thoughtfully. I think we do have a variety of experi-
ments and demonstrations that have been conducted in this and other
areas. Let me also submit those to this committee, bécause more and
more reports are coming in. We-share the same objective.

[The following was subsequently supplied for the record. Oral testi-
mony continues on p. 94.] :

WORK AND TRAINING DEMONSTRATION PROJECTS

Following are summaries of work and/or training demonstrations which
were approved in the period 1963-77, are currently under consideration, or
are being developed by public assistance or other nonprofit agencies. Also in-
cluded is a brief discussion of accomplishments resulting from the projects

which were completed.
1. “Summer Youth Employment” (7/1/63-9/30/69)

The first Section 1115 project, approved effective July 1, 1963, was the
District of Columbia “Summer Job Program” project. This was a waiver-only

*See p. 117,
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project, which disregarded the income AFDC youth earned due to summier.

employment, During the course ot 6 years, 27 demonstrations were carried out

across the countty, Findings included the fact that work motlvation was out.

standing. This group of projects was overseen by the Commissioner of Wel
fare. (The final reports for these projects are no longér available.) -

. 2. “Incentive Budgeting to Create Client Motivation” (Ohlo) 7/1/66-6/80/67

'A Sectfon 1115 walver-only project, No. 104, was carried out in Cuyahogn .
County. The purpose was to motivate public agsistance clients by demonstrat-

ing two incentive plans. The first allowed a family to retain earned income
(after work expenses) equivalent to 100 percent of the assistance grant. This
applied to parents recelving supplemental AFDCO assistance, The second plan
provided retention of $60 of earned income, after deductions of work expenses
of $50, for employed AFDC youth in AFDC familles.

Accomplishments

The results of this project indicated that, if given an opportunity, heads of
families will go to work even if employment does not raise them above the
poverty level, It also indicated that all of the ingredients of ghetto and slum
living affect the individual's ability to work, but that A¥DO mothers do go
to work when circumstances permit, despite obstacles. (The final report on

this project is no longer available,)

. 8. “Employment Incentive Demonstration” (New York City) 5/15/67-9/80/69

New York Section 1115 demonstration No. 295, carried out in 1967 through
mid-1969, tested a disregard of $85 plus 30 percent up to specified limits as a

work incentive.

Accomplishments )
The New York State Department of Social Services found there were some
fairly substantive changes in the project from its inception such as: (1) a
. steady increase in the percentage of full-time employees with a concomitant
increase in salary; and (2) a substantial increase in the percentage of clerical,
community service, semi-gskilled and skilled positions secured.

The positive changes in the types of employment were obviously a factor in
the increase in earned salary. The State agency also found the demonstration
had reached and helped the hardcore unemployed, and that the substantial
number of cases closed due to increased earnings indicated that the employ-
ment incentive program was a stepping stone from assistance to financial
independence. (The final report on this project is no longer available.)

Legislation Changes (related to numbers 1, 2, and $ above)

The Social Security Amendments of 1987 provided AFDC recipients with
an opportunity to gain work skills and to find employment under WIN. An-
other 1967 amendment, which in a sense was complementary, required that
States disregard all of the earnings of any child receiving AFDO if the child
was a full-time student or a part-time student, and also required the disregard
of the first $30 a month in the family income earned other than by such a
dependent child plus one-third of all additional income earned each month.
In developing these amendments, staff of the Senate Finance Committee con-
sidered results of the summer projects, as well as those of the Ohio and New

York projects.
4, “Rural Home Repair” (Kentucky) 7/1/68-6/30/73

This was a joint project participated in by the Office of Economic Oppor-
tunity, Department of Labor (Mainstream), Farm Home Administration, De-
partment of Health, Education, and Welfare (Office of Research, Demonstra-
tions, and Training—Section 1115 Coordination and Public Health Service)
and Urban America, Ine., plus four State agencies. An ad hoc committee
formed by Congressman Perkins was advisory to the project. The project had
as a component, work for the unemployed. The men,.all 52 years of age or
older, were generally ex-miners who were trained in home repairs and worked
under crew leaders to rehabilitate severely dilapidated homes in four eastern
Kentucky counties. The first part of the project covered the aged, blind, and
disabled, and the second part added large AFDC families. DoL. Mainstream
and Title V (OEO) funds were provided, as well as discretionary OEQ funds,
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to the' Mastern Kentucky Housing Lic.elopment Corporation for the cost of
this labor. All workers recelved at least the minimum wage, fringe benefits,
appropriate overtime, ete. The total wage of the primary worker in 1970 was
approximately $4,827 por year. As many ag 288 individuals were assigned to’
crews during the period of the project. ,

AocompUshments ‘

During the course of the project, congressional hearings were held by the
House Committee on Education and Labor. In addition, the Senate Committee
on Aging followed this project very closely. oo

The Community Services Administration (CSA), formerly OEO, continues
to fund the Fastern Kentucky Housing Development Corporation. Seven of
the trained work crews have been made available by the Eastern Kentucky"
Housing Development Corporation to aid in the rehabilitation of homes in
flood areas in Virginia, West Virgiunia, Kentucky, and Alabama. The program
i to be expanded in FY 1977; the expansion was announced in the March B1,
1977, Code of Federal Regulations, page 12244. Twenty demonstrations totaling
about $2,225 million were planned, whereas 340 applications for $58 million
have been received. Also, 450 grantees across the country have copied the
rehabilitation plan using Farm Home Administration loans for resources for
repalirs. Generally CETA slots are used for the repair crews.

B. “Special Work Projeot” (Vermont) 7/1/70-10/31/18

In the early to mid-seventies, as a consequence of welfare reforin legislation
pending in the U.S8. Congress, the Soclal and Rehabllitation Service (SRS)
and the Department of Labor (Dol) joined together to demonstrate certain
facets proposed in welfare reform. SRS funded the Vermont Department of
Public Welfare, through a Sectlon 1115 project, which subsequently by re-
organization became part of the single State umbrella ageucy, the Agency for
Human Development, The latter established a Department of Income Main-

" tenance and a Department of Social Services which were combined with the

Department of  Vocational Rehabilitation, Child Development, ete. .

An actual income maintenance experiment was aborted in the early plan-
ning stages of the project and was not approved or funded by SRS. Emphasis
in this paper 18 on the experimental and pilot demonstration of a special work
project for the unemployed and for upgrading training for the “working poor”
carried out by the Manpower Administration of the U.S. Department of Labor
under a research and development contract with the Vermont Department
of Employment Security.

The demonstration was comprised of two main sections: (1) “Special Works
Project” (SWP) whereby unemployed persons, by performing work at public
or private nonprofit agencies in the public interest, developed job skills to
enable the project participants to obtain nonsubsidized employment (private
or public). (2) “Upgrading Training” whereby low-income employed persons
(“working poor”) developed new job skills for which they recelved increased

salaries.

Accomplishments

The major accomplishments were: (1) determination of requirements for

—gdministration, facllities, staff, and financing of the programs; (2) establigh-

ment of guides for determining how these programs might fit into the overall
mixture of manpower programs and services at the local level; (8) develop-
ment of the necessary guidelines and manuals for effectively replicating the
program elsewhere; (4) research and documentation of the effect of the pro-
gram on E&D manpower clients; and (5) production of monograpbs on salient
aspects of project expertence relevant to planning activities at the national
level for Implementation of welfare reform and/or public service employment
programs.

SWP enrollees could be categorized as members of so-called “hardcore, low-
income, multi-problem families” in need of comprehensive supportive services
combined with work experience or vocational training. Bligibility ranged from
$8,120 for a family of two on a sliding scale up to $6,120 for a family of eight.
Sixty-one percent of the clients were female. While 80 percent of all clients
were heads of households, approximatély 96 percent of male clients were heads
of household. The average client income prior to SWP was $1,165 annually
($1,940 for male clients and $689 for female clients). The average family
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income was $1,941 annually for all clients. Prior to entering SWP, two-thirds
of the client group had been recelving welfare assistance for an average of

ejghteen months. Of 657 project clients, 8386, or 51.6 percent completed the

project and were placed in permanent jobs. Ninety other clients, or 18.8 per-
cent, completed training but were not placed in permanent jobs. Another 128
clients were terminated without good cause and were unable to fulfill thelr
duties. Five hundred twenty-four clients or 80 percent either completed the
program or were terminated for good cause. Only 20 percent “dropped out.”
Follow-ups of 80, 90, and 180 days were instituted.

Upgrading Training. The large majority of training provided involved on-
the-job, specific skill-oriented training. Clients ware members of the “working
poor”’ families. Locating the “working poor” was difficult. The initial strategy

.was to locate the target group through employer contacts. However, these

efforts proved to be relatively fruitless, since most workers, even those at

‘lowest skill levels, were earning more than the legislative guidelines allowed

for eligibility, Subsequently, the income eligibility guidelines were increased
by 20 percent over the SWP levels.

6. “Community Work Baperience Program” (California) 6/1/72-5/80/75

This was a three-year demonstration mandated by California State law and
conducted by the Employment Development Department (EDD). The Secre-
tary approved a2 demonstration for reciplents of AFDC.! CWEP provided for
the selection and referral of employable welfare recipients to nonpaying work
assignments. Each assignment was to be a maximum of 80 hours during a
given month with public or private nonprofit, nonsectarian agencies. The
welfare reciplents received no monetary benefits from the assignment but
were not to incur any added work-related expenses because of assignment.

All such expenses were to be covered by county welfare departments and the.

user agencies, Acceptance of CWEP assignment was a condition of eligibility
for AFDC benefits, -

Thirty-five California countries were mandated to participate in CWEP.
Out of concern for the low level of participation in the first year, the adminis-
trators of OWEP set minimum participation levels.

Outcomes were (1) The number of individuals assigned to CWEP was not
significant in comparison to either the total number of AFDC-U (fathers) and
F'G (mothers) cases or of those 182,735 AFDC recipients registered with EDD
and available for CWEP assignment in 1074. During this year of maximum
implementation, only 2.6 assignments were achieved per 1,000 AFDC cases,
and only 4,760 individuals (2.6 percent) participated in CWEP assignments
out of the 182,735 registrants avallable for CWEP participation during the
year, or 0.2 of 1 percent of the AFDC-U-FG caseload participated in CWEP.

Accomplishments

CWEP as designated and implemented did not prove to be administratively
feasible and practical. County participation in CWEP did not occur in all
CWEP counties despite the mandate to do so. Willing cooperation and full
cooperation of counties, or its absence, seemed an influential factor affecting
the CWEP participation level. Full county participation was not achieved in
a number of CWEP designated counties having a significant proportion of the
target population. CWEP did not compete successfully with programs which
were specifically funded for staffing and other expenses, such as Employment
Service (ES), Work Incentive Program (WIN), and soclal services. In addi-
tion, the legislative mandate that all WIN “slots” be full before CWEP could
be operative appeared to significantly constrain CWEP. During the three-year
period the cumulative assignments were 9,627 of a potential 25,000 (approved

by SRS).
7. “Pubdlic Service Work Opportunity” (New York) Approved 6/1/72

This section 1116 project, similar to CWEP, was approved by the Secretary.
A court stay and eventual declsion (Dublino vs. New York State Deparitment
of Social Service) delayed the project. After the favorable court decision,

following approval, the EDD sued the California Wel-

1 Legal Aot{ons. Immedlatel%
fare Rights Organization (CWRO) and the CWRO sued the EDD. Nevertheless, the
roject continued for 3 years, and the California court eventually accepted the Supreme

ourt Aindings in Dubdlino va. New York Stnte Department of Social Services on the New
York Public Work Opportunity Program (PSWOP).

e

)
..
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f.e, that the Section 1118 project could be carrled out, the State agency
withdrew the project because it was found to interfere with the WIN program
.as amended by the Talmadge Act.” ~ o . . . S
The Department of Labor nevertheless let a contract to New York Univer-.
sity, College of Business and Public Administration, for ‘“The Impact of the
New York State Workforce Program on Employable Welfare' Recipients”
(Home Relief reciplents—general assistance). ) '
Like California, the N.Y. State legislature had passed legislation for work-.
fare. We have just been informed that the New York Leglslature is working
on & new. law for Home Rellef based on the recipient working three days a

week.,,

Policy Implications of OWEP and PSWO

Litigation related to those projects resulted in a Supreme Court decision
(Dublino) which established the legality, under defined conditions, of a work
requirement as a condition of eligibility. Subsequently, the State of Utah
adopted a work requirement as part of its AFDC State Plan.

& “Emergency Employment Act Welfare Demonstration Project” (WDP)

7/1/78-12/81/74

HEW cooperated with DoLs in a group of “walver only” section 1115 demon-
strations, A “wage pool” opcrated from the Governor's office in New York
(New York City), No. 11-P-57242; New Jersey, No. 11-P-57234 ; Illinois, No. 11-
P-57283; and South Carolina, No. 11-P-57226. The Emergency Eniployment
Act/Public Xlmployment Program demonstrations and research covered other
sites, but were solely the responsibility of the DoL Manpower Administration.

The WDP was the first intensive effort to create jobs in the public sector
for welfare recipients and to evaluate the results. '

DOL, was particularly concerned with assessing the effectiveness of its
training programs and saw WDP as an opportunity to compare the job per-
formance and employability of welfare clients enrolled in WIN programs with
those not exposed to WIN. Their hypothesis was that those with manpower '
training would do better in WDP and be more successful in achieving transi-
tion to unsubsidized jobs than thode who had not undergone such training.

HEW was interested in addressing the question of whether compulsory re-
cruitment into jobs or training programs was preferable to voluntary recruit-
ment. Much public pressure had built up in the previous years, in reaction to
expansion of welfare in the 1960's, to reduce welfare rolls by requiring clients
to work. Although evidence existed that mandatory participation had been"
unsuccessful in the WIN program, the issue of compulsory job referral was
still active. Workfare programs had begun in California for AFDC and in
New York only for home relief (see 6 and 7 above), Members of the planning
group (DOL, HEW, and OEO) believed that forced work for welfare clients
without pay, but as a requirement for their welfare grant, would prove less
viable as a means for reducing welfare dependency than other approaches
examined by WDP.

WDP was designed to be administrated differently at different sites, varying
systematically along two dimensions, participant requirement (mandatory or
voluntary) and level of supportive services provided participants (high or
low). Revisions to the design were.made during operation of the projects.

These projects were the first to use the “pool concept” to pay the salaries
of project participants, which included AFDC grant payments, job and train-
ing funds and discretionary funds (now an acceptable model for supported
work projects). o
Accomplishments

1. Job Creation: State and local administrators designed over 5,000 public
or quasi-public jobs that they considered useful for the hiring agency, the job-
holder, and the larger community. A majority of employing agency adminis-
trators shared an afirmative view of the job’s utility, and considered job
performances of participants comparable with regular workers. The pay was
gimilar to other workers at each site. Modifications to initially scheduled jobs
occasionally upgraded a job, thereby creating jobs that matched the abilities
and talents of the target population.

Mandatory participation of the welfare recipients at those sites so desig-
nated was a formality since there was invariably a large pool of interested
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applicants, and thus there was little perceived need- by local staff to oblige
reluctant recipients to particlpgte.’ TR AT cedl

. . .
che [ . Y D

- Bupportive Bervices - S

' Some women Interested In work were screened out at all sites because young
children at home precluded their taking jobs in the absence of child arrange-
ments. Many were able to make child care arrangements with the help of ‘the

transportation was provided in WDP, but inadequate transportation to fobs

Ll

3

- “project; 65 percent of the participants had preschool children. Sometimes -

in Bome instances prevented people from entering the program or maiuntaining

their job once in. The chances of obtaining a WDP job, therefore, depended

on the amount of available supportive services, the judgment of welfare and

employment services personnel ds to a person’s  employability, and the hiring

decision.of the employing agency. ;

The characteristics of the WDP participants revealed the outcome of the
recruitment and screening process to be selective of a group considerably more
disadvantaged than those who obtained jobs under the regular PEP program,
but more job-ready than the orerall A¥DC population. Over half had a high
degree of attachment to the lubor force, and over half had held at.least one

" Job in the previous two years. Conversely, fewer than half had what could he

considered a strong atitachment to the welfare system, having been on wel-
fare for less than two years.

Performance and Retention

Job performance was as good as regular workers. Participants found the
Jobs to be interesting, and not boring “make jobs.” Job retention averaged 15
months, Twenty percent quit because of job dissatisfaction. Most left because
the job terminated, because of illness in the family or health reasons, or be-

cause they found permanent jobs.

Trangition to Unsubdsidized Employment . .
_All jobs were temporary, intended to serve as stepping stones to regular
employment. Based on 1,465 jobs during a certain point of project operation,
22 percent were still in WDP, 18 percent of WDP jobs became permanent,
2 percent had different jobs in a WDP agency, 5 percent were in different
public employment, 2 percent were self-employed, and 40 percent were not
working (20 percent were seeking work and 20 percent were not seeking work).

The WDP transition objective was 50 percent. The assumption was that
WDP approximated the goal; since of the people who had left the program,

i

almost as many were working as were not (38 percent versus 40 percent)..

Almost half of the participants made a transition because the WDP job be-

came a budget slot in some agency, whereas only § percent of the participauts
were absorbed onto their axepdeq' regu!ar payrolls or other budget. slots. ...

Participant Income ‘

The average WDP pay was $2.94 an hour compared to $2.24 pre-WDP. On
top of salary, many of the lower paid WDP participants received supple-
mental welfare benefits. Since more participants remained on welfare, receiv-
ing a-small supplement in addition to WDP, they did not lose their Medicaid
benefity. Of those obtaining jobs after WDP, 67 percent were earning more
than they did on WDP or an average of $3.11 per hour. Total income probably

‘decreased since the supplementary welfare payment ceased.

Social Eaperiment ' .

WDP was clearly unsuccessful in its attempt to be a soclal experiment

through which one could make definitive statements about the relative effec-
tiveness of Federal manpower training programs and different recruitment
procedures, The four model, types foreseen by the planners, due to adminis-
trative and practical reasons, were not implemented. Consequently, outcomes
cannot be attributed to model types. Nonetheless, it appears the WDP experi-
ences indicated that public service employment for welfare reclpients fs a
viable alternative to income maintenance.
Principles Hastablished

The principle of pooling AFDC grant funds for the purpose of supplementing
earnings was established by these projects. This principle has been employed

in subsequent supported work projects. -
94-098— 77T
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0. “Supported; Waork. _for, Re-Drug Addiots'-—(New York City) 8/1/72-6/80/16.
This walver-only project was carried out by Wildeat; a nonprofit' organizn-
tion established by the Vera Institute. The N.¥. State Department of Soclal
Services contracted with Wildcat, which established a wage pool with Federal,’
Stdté,'and ity welfaré fands, Department ‘of Labor funds, and’' LEAA funds
to pay the’ salades ot mdivlduals chosen to partlcipate in'the demonstratlon.

Aooompuahmenu C " .

State legislation limited to the period July 1, 1976 through June 80, 1077,
permitted Home Relief (General:Assistance) recipients to participate in the
Wl;dc:t lBupported Work" PrOgram atter lt termlnated as a Sectlon 1115
project.. - :

Additionnuy. a grandfatlrered group ot SSI beneﬂciarles remain in the pro-
gram, The N.Y. legislation permitted the walvered supported work recipients
to be transferred back to Home Relief and to be diverted back to Wildeat.
Legislation :has now. passed hoth Houses tor two-year extenslon. July 1, 1977
through June 80, 1979. . ={ -

‘Employment has reached approxlmately 1100-—800 ex-walvered (Home.
Rellef) and about 300 SSI who remain grandfathered.

"This particular project served as the pilot project for the “Supported Work

Projects” which- follow. . '
. o
ONGOING AND PLANNED PROJECTS

10, “Supported. Work Projeots”

SRS has approved the following “wniver-only” supported work projects, for
which (Employment and Training Administration, Office of Policy Evaluation
and Research) DoL is the lead ugency and the Manpower Demonstration Re-
search Corporation (MDRC) is the nonproﬂt agency overseeing the projects:

Btate and Beginning Date

West Virginla~July 1, 1975, New Jersey—-—JuIy 1, 1975, Connecticut—July 1,
1876, Massachusetts—July 1, 1976 Georgia—July 1, 1976, Illinois—February 1,
1977, Wisconsin—February 1, 1977 and Ca]lfornla—-—February 15, 1977.

The projects will operate for three years, An additional site is expected to
be in New, York City where AFDC mothers are currently employed but are

paid from a wage pool which will not have AFDC funds until the Section

1115 applfcation has been received and approved.

: Aooomouahmenta

Monies, comprised of the AFDO grant and funds tor DoL, NIDA, LEAA,
and in some instances HUD, are transferred to a wage pool to pay for jobs
for welfare mothers who have been on public assistance for at least three
years, Participation is voluntary and the mother is eligible for supported work
for 12 months, after which it is hoped her wages will be increased to an
hourly raté where she will be off welfare (ineligible due to income).

Dates of the AFDC first participation with AFDC furds going into the wage
pool and approval of walvers are those lsted above and do not necessarily
agree with dates used in the report of the 2,800 participants who had entered
the supported work program through June 1976 284 were AFDO recipients
(of a projected 6253); 1,165 were ex-offénders; 861 were youth and 184 were
either former mental patlents or ex-alcoholics.

AFDOC participants had an average age of 34.1 years, whereas over 75 per-
ceat of the total participants were under 80 years of age.

Slightly more than half of all AFDC recipients live in public housing, as do
27 p:é’icent of the youth group, 18 percent of ex-offenders and 14 percent of
ex-addicts

Almost 20 percent of the total partldpants had never worked before sup-
ported work, Youth and AFDC women were the largest groups in that cate-
gory. .

An analysis showed that at the end of twelve calendar months, 26. percent
of a sample of 807 participants were still in the program, The rest had either
left for a job (17 percent),-returned to school (29 percent), had been fired
or resigned for meutral (11 percent) or negative (44 percent) reasons.

. The. AFDC population had high attendance rates at seven different sites for
an average of 83.3 percent, MDRC found that, such uniformly high perform-
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- ance across Rites confirms the early subjective assessment by project- oper-
ators.that  AFDC mothers are the most consistent, dependable workers of the
four .target. xroups.

" Other - !
The rerearch for the project is belrg carried out by Mathematlca/Wlsconaln.

‘11, Work Bquity—Minnesota
. Do); has provided a planning grant to ‘Minnesota to develoha Work Equity
:- Project (WEP), Both AFDC mothers and AFDC-UF would bé in the project
a8 well as general assistance applicants and food stamp only. recipients. The
plan was that a work equity program indepéndent of CLTA and WIN would
be put in place, where families needing assistance would apply.’ They would
be offered a job at the minimum wage and would not be known as AFDC, f.e,
AFDC eligibility would not be established. Particlipation in the project would
be mandatory. . :
~ The numbers to be involved In the project have been projected as follows :
Unemployment Insurance Recipients—1,000;, AFDC—3,000 (about 10,000 chil-
dren); and General Assistance Food Slamps——lOOOO

The projections are being revised. UI rociplents will be dropped because of
problems with the AFL/CIO National office which objects to UI's participating
even .on a voluntary basis. The projection 0! General Assistance and Food

Stamp reciplents may be as high as 80,000.

12 "Job Oreation and Workfare (Massachusetts) : -

'The Governor's Task Force prepared a report which was presented to HRW/
OPRE ‘and .Dol, by the Lt. Governor. A planning grant of $65,000 has been
made by DoL. A nonprofit organization would develop private business oppor-
tunities -to place AFDC mothers and AF¥DC-UF recipients. Participation in
the project would be voluntary. The AFDOC grant together with DoL funds
would be transferred to a pool to support the wages of the working recipients.
Public jobs would also be developed.

.DpL:1is contacting EDA, 8SBA, LEAA, and the Community Services Admin-.
istratlon to be part of the panel of reviewers of the project. The State is con-
tacting the same agency for input and possible financing as one of the tasks

of the plnnnlng grant.

13. Supported Work (Florida)

This State has submitted an application for a “waiver-only” supported work
project. It 18 very similar to the projects being supported by HEW and Dol
which are nianaged by the Manpower Démonstration Research Cooperation.

Finalization of the recommendation was pending clearance from CETA’s
Region IV office that the Section 106 CETA funds can be legally used for jobs
with businesses in the private sector such as Holiday Inn, McDonald'’s, etec.
Notification that the CETA funds could be used as proposed in the section
1115 application was received on March 11.

Nevertheless, when concurrence for the project was sought from Central
Office, Yok, it was denied on April 8. The basis of denial was the legal inter-
pretation of the use <. CETA Section 108 funds for subsidized Jobs in private
industr;. This interpretation differs from that of the Dol Regional Office.

14. “Social and Economic Assistance Corporation” (New Mexico)

The State agency has submitted an incomplete application. The agency has
been asked to revise its application. The revised application has not yet been
recelved but the State Administration has indicated it will be submitted after
more thought has been given to its concepts and the need for a strong research
evaluation component, Latest indications are that the State agency may with-

“draw the application,

15. West Sids Alllance (New York City)

This nonprofit ‘organization proposes developing alternatives to welfare. The
proposal is germinating, but appears to be similar to the ' MDRC projects; i.e.,
it would use transfer payments and other pooled Federal funds for wages.
The Alliance staff also envisions the provision of social services, lmproved

- housing, etc,, and job creation possibilities. . ,

16 “Special Welfare Bmployment.-Project” (Michigan) :
. The Michigan Department of Soclal Services wants funding for “Speclal
Welfare Employment Project” (SWEP). The project would seek to lower
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AFDC program costs through such employment stimulf as full use of CETA
and Incentives to employers. The proposal has been rejected by HEW because
of the proposed use of the funds by employers. The State will, however, b
advised that guidelines are being developed which may assist it in concep-
tualizing a different project for Michigan.

17. California .

(8) California submitted a section 1115 demonstration “waiver only” project
in September 1976, which would have required relaxation of the 100 hour rule
and would have used CETA funding. This was a joint DoL/HEW project. Dol
found the CETA money could not be legally used as proposed by the State.

Consequently, this application was rejected.
(b) Currently (March 29, 1977) California has submitted two new section

1115 waiver only applications: (1) “WIN Voluntary Demonstration Project”,
No. 11-P-90850/9-01. This application has been submitted jointly by the Em.
ployment Development Department and the Department of Benefit Payments:
and (2) “Request for Waiver of 100 Hour Rule”, No. 11-P-90551/9-01. Thia
.application has been submitted only by the Department of Benefits Payient.
Both projects have worthwhile goals for demonstrating improvements in the
Roclal Security Act. Nevertheless, a number of technical matters have been
woverlooked by the State and it has therefore been informed that a meeting in
‘Washington would be advantageous. The State agreed and the meeting Is
being arranged. Because of the plan for the preparation of guidelines for 1115
waivers for work projects, the State principals have been informed of the
pending guidelines and that they would be used in considering its applica-
tions. Staff of the Dol have reviewed the applications (which were also de-
livered to DoL), and have shown interest, but they likewise find a number
of technicalities that need to be ironed out. DoL would also like the State to
permit it to let a contract for an independent evaluation. One of the weaker
presentations of each of the present applications is the evaluation component.

Senator Moy~N1nax. As you know, if we are going to report this
bill out in this session, we must do so within the next 4 weeks, Hope-
fully we can have this information this week, as much as you can

do this week. .
Secretary CaLirano. As much as we can provide to you at the end

of this week.

Senator Moy~x1raN. We will understand.

Senator Loxa. Let me make this clear, Mr. Secretary. Right now,
we do not know precisely what you have in mind. I.am glad we do
not. That is good in that you are working on a program, you are
seeking to finance it, you are seeking the best contribution anybody
can make.

I heartily approve of all that, but now, some of these things are
going to be such we are not going to know just exactly how all of
this will work, and I, for one, find a lot of appeal to the idea that
it would be well. on a smaller basjs. perhaps on a statewide basis or
on a pilot basis not just a test tube thing, but broad enough to where
vou can see what you are doing, how this thing would tend to work
out. and if we do the kind of think that I am advocating, we can
have some experience right there in the State government.

The kind of thing that T would want to avoid was what happened
when we had this family asistance plan when I said look, if you
think this thing is good. why do you not try it? We will give you
the money to try it right here in the District of Columbia.

And the Under Secretary of HEW told me at that time that that
is the last place that we will try it.

Basically I suggested that they try it here so that we could see
‘how it works. Senator Ribicoff was on our committee at that time.
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He told me that if he had been Secretary of Health, Education, and
Welfare he would have jumli:d at the opportunity to put it into
effect to see how it would work. .

His theory was, if it is good enough nationwide, it 18 good enough
to tl'i' it on Washington, D.C. where dpeople can see what they have

ot. If it was not any good, he would not want to ram 1t down the
“ongress throat. .

I %ope that you will be more of the view that Senator Ribicofl
was with regard to that. If you think it is good and you think it
would work you would not object to somebody trying it, at least on 8
short-term basis, long enough to see whether it really works.

I am not proposing that. T am just saying that Harry Truman was
not the only one who came from the show-me background. If this is
going to be a drastic change from what we have, I want to see if it
works. If it does, I will contribute a modest amount. .

Secretary Cartraxo. Mr. Chairman, T am sure that you will be a
major part of whatever legislation is ultimately crafted on welfare.
You know as much about it as anyone in the Congress, you and
Senator Moynihan. We have been talking to your staff. We have run
a lot of demonstration projects. I hope when you look at those, you
will think our proposalphas a sound basis, and we are able to pre-
dict, to some degree, what will happen. It may be that the statute
will ultimately be erected to you.

Senator Loxa. All T am saying is that T am completely willing to

" be proved wrong, provided that is reciprocal, that we both have the
same opportunity to look at what the other fellow has to offer. And
I have discovered that sometimes the right idea comes from a com-
pletely amazing source where you would not predict it at all.

Even a blind hog finds an acorn once in a while. Let us see if we
can work out something that answers the overall interests.

T appreciate your testimony and your assistance.

Senator Mayxinax. That is a nice note to end on. It should be
noted that. among other things, this is the first time that anybody
proposed to erect a statue to the Secretary of HEW.

Senator Loxe. I thought the chairman of this committee was go-
iSng to ask the Secretary to put $1 billion in this bill to help the

tates.

Senator Mov~rirax. T was about to ask in the very same sentence,
if vou think an interim arrangement should be made about the worlk
program?

T am going to propose that. as an interim measure, $1 billion be
made available to States on a per expenditure basis for fiscal relief
of the present welfare burden. a relief President Carter solemnly
undertook to provide during the campaign. This will be listened to
with great care in the State that gave him the largest votes, the

State of New York.

Secretary Cariraxo. The President. as he indicated during the
campaign, ‘and in the principles that he announced on May 5. be-
lieves that fiscal relief is appropriate. initially locally and then for
the States. as coon as economic conditions permit.

We do not favor the &1 billion amendment that you have proposed

at this time. T would note that as a fiscal matter we do not think it is
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the appropriate time to do that and 17 percent of that money will
go to New York, 15 percent to California, two-thirds of it would go
to those States; Illinois, Massachusetts, Michigan, New Jersey, Ohio,
and Pennsylvania, they will get over two-thirds of that $1 billion.
We do think that fiscal relief may not simply be something that should
be done this soon.

Senator Lona. You are in a position of asking us to have the Fed-
eral Reserve print $14 billion fl())r social security without puttin %I\lfy
taxes on to pay for it, just to have it sit over there in the fund. We
can get by without that $14 billion for the time bein%

Here, you have %ot a solemn commitment of the President. Why
not just take $1 billion of that $14 billion that you wanted to have
the Federal Reserve print up, put that in there?

Secretary Cariraxo. Will you trade me $1 billion for the social
security plan?

Senator Lone. If you get it approved down at the White House,
we will talk about it.

Senator Moy~1iaN. One final point, Mr. Secretarg, a verg serious
one. It is quite right that some fiscal relief pledged by the President
of the United States to those on welfare, must come forward with
the $1 billion, Yes; it would go, in the largest measure, to New York,
California, Illinois. and Ohio because those States have chosen to be
responsible about their poor and have had more of them and have
had more people come to them.

T just give you the example of Puerto Ricans in my own State. If
this administration is going to take the position that if you tried to
do a respectable job and as a consequence vou got yourself in
trouble, and it is your tough luck, well, I think they ought to say
it pretty openly.

._TI just do not like hearing that those States which have tried to
ileall fairly with their poor have made a mistake and it is just tough
uck. T

You never hear the President of the United States or the Secre-
tary of Defense say we cannot build this bomber because most of
the money would go to State X or StateY; you never hear of the
legislators from New York State saying we will not support this
water project because it is not in our State. We are one nation.

It is not a question of which States receive the money, but a ques-
tion of which poor people need it. I do not think vou intended to
introduce this question in quite the way that it will appear in the
record. T will be happy to hear you say it otherwise.

Secretary CavLirano. Let me make a couple of comments. One, we
are, and the President is, committed to provide fiscal relief, initially
locally and then to the States, as soon as economic conditions per-
mit, which is what he said during the campaign and repeated early
this year.

Senator Moyxtiran. T did not hear anything about “economic con-
ditions permitting” in the statement he made in the State of New
York. Those are not the statements that the President made. T was
standing on the platform with him.

Secretary Cavrirano. I think the major, most formal commitment
was made in an exchange of letters, as I recall, with Mayor Beame
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which indicates, which has the proviso, “as soon as economic condi-
tions permit.” o ‘ o

There is another point, I would underline the point that you rec-
ognize, to make sure everybody in the room recognizes, which is the
focus on local relief first, obviously, directed among other things at
the large cities, particularly New York City and Los AnFeles, and
New York and California, as the recognition of the problem there.

The other thing I recognize is that there are very high error rates
of this AFDC system in States around the union. I do not think the

uestion of fiscal relief should be dealt with totally independent of
those error rates.. -

For example, in New York, 8.1 percent of the people in the last
6 months of 1976 that were receiving welfare payments were ineli-
gible; another 17 percent were overpaid. We have even higher error
rates in many other States,

But most emphatically, Mr. Chairman, by the fact of the empha-
sis of the President, the priority the President gave during the cam-
Paifgn and in the statement of his principles on May 5-to local re-

ief, as distinguished from State relief, he was recognizing that
many of the great cities of this Nation, like New York and Los An-
geles, have, indeed, been generous and compassionate with their
poor.

I would only add to that that we have to make sure that it is the
poor we are secving and the eligible we are serving,

Senator Lowna. Mr. Secretary, I was not particularly pleased with
the President making all of those commitments to those people up
there in New York. I was more interested in Louisiana. But it
seemed to me when he said “local relief,” New York City was the
number one place he was talking about, because that was the city
that had the most distress financially, and that is what I read from
that statement, that there would be relief in that area.

I heartily approve of New York tightening up on their program
where errors exist, and things of that sort, so much so that I told
Mayor Beame that I would be willing to support an amendment
insofar as they could tighten up on those rolls, and that is politi-
cally possible, you know, up there, insofar as they could, whatever
they could save by finding someone who is ineligible, they could
keep the whole thing, keep whatever they could save on it. "~

Would you have any objection to that?

Secretary Cartraxo. You have mentioned that to me in the past,
Mr. Chairman. T think that we, at the present time, would not favor
that, but I would like more time to think about that. One of the
problems is that there is a very high error rate there. New York
City has 8.1 percent of ineligible people. payments made to ineli-
gible people, the nationwide average is 5.3 percent; 17.8 percent of
the welfare load in New York City was overpaid during the last 6
months. In 1976, the nationwide average was 13.1 percent. I would
certainly like to drive things down a little further before making
a point of commitment that you are talking about. We think that
there is room to drive it down. We are getting some of the errors
out, and we are working with the States and the cities in trying to

do that.
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Senator Moy~N1nan. Mr. Secretary, let me just close by saying that
I have here Governor Carter's letter to Mayor Beame of May 25,
1976. I do not see in it any statement about “as soon as economic

conditions permit.” .. . .
Let us not quibble about it, Maybe it is in here. I have not found

it.
Secretary Carrrano. I do not have the letter in front of me.

Senator Moy~N1mAN. I have it. I have read it an awful lot of times.
Let me just say, when he says,

Local governments should not be burdened with the costs of welfare, he
also proposed that a fair and uniform standard of payment be implemented.

Then he does say,

My concept of substantial funding by the Federal Government, would in-
clude as soon as possible a Federal assumption of the local government's share
and a phased reduction of the State's share. As soon as possible,

It is in there. I assumed he meant as soon as he got to be-President !
One last point. The statement that 8.1 percent of the recipients in
New York City are ineligible and 17.8 percent are overpaid is an
accurate statement and it is an outrage. It is a disgrace. My city and
State have got to come to this Congress with clean hands. If they
cannot do better than that, they cannot expect relief. I share your
view completely. The mayor has got to face the fact that the city is
not working as it should. '

On the other hand, if you go to national averages, you would still
find a burden on that city. The Nation’s largest city, has assumed a
burden which is beyond its capacity to sustain. It has assumed a
national burden; there has to be a national response.

That is what the President has pledged. That he is going to keep
that pledge, we have no doubt in tYlis committee,

I, sir, would like to thank you for coming forward with an intel-
ligent, hopeful proposal about a serious matter. I thank Miss Mar-
tinez and Mr. Cardwell. You have been very welcome here. We look
forward to your early return,

Secretary CaviranNo. Thank you very much, Mr. Chairman. .

[The questions submitted to Secretary Califano and his responses
and the prepared statement of Secretary Califano follow. Oral testi-
mony continues on p 118.]

QUESTIONS SUBMITTED TO SECRETARY CALIFANO BY THE COMMITTEE AND HIs
RESPONSES TO THEM

Question 1. Your proposal, like the House bill, would convert the child wel-
fare services program to a $2668 million entitlement. However, you would not
make this funding available in full until future years. I can understand why
you would want to defer the funding until a State shows that it has developed
the administrative capability to properly use it, but why not make the full
funding immediately available (in fiscal 1978) for those States which can
meet that condition?

Answer. Full funding would be available after FY 1978 for those States
wlyllc!;) _Ilgeet the conditions. We do not believe any State would qualify prior to
FY 1979.

Question 2. The allocation formula for child welfare services takes into ac-
count State per capita income as well as child population. The per capita ele-
ment is usually incorporated because States with low income levels have
difficulty ralsing the necessary matching funds. However, since all States have
niore than enough expenditures to match their full share anyway, wouldn’t
it be appropriate to distribute these funds strictly on the basis of eligible

child population?
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Answer. The present allocation formula is fam$liar to States and has worked
well. Before a change in the formula is made, the reasons '~hind and the
rationale for the change must be evaluated. Since the ability of the States to
match under the present formula is pot at issue, we do not see a compelling
reason to change. Nor do we see another formula as significantly better than
the present allocation formula.

We wish to point out that the per capita element in relation to State allo-
cation relates to the amount of money a State may receive under the program.
Thus, use of the per capita element assures a relatively higher allocation to
low income States.

~  Question 3. Are you satisfled with the social welfare management systems

in place at the State and local levels? Do we really know what will happen
with any additional child welfare money and how it will be spent? Whut
criteria are you proposing to appraise its effectiveness and impact over the
next five years?

Answer. We are not satisfied with the social welfare management system in
place at the State and local levels. Conditions for receipt of the full entitle-
ment of child welfare money will require targeting expenditures on systems
development, due process requirements, and provision of preventive and re-
unification services. We will be working jointly with States to help them de-
velop these improved systems. Reports will be obtained from States for the
purpose of monitoring and evaluating their programs. Additional studies to
appraise effectiveness and impact may also be undertaken,

Question 4. Mr. Secretary, you are proposing to place a ‘“cap” on future
funds available for foster care and adoption subsidies, a program which is
now an open-ended entitlement. I understand that your proposal would employ
the Fiscal 1979 expenditures as a baseline, and permit several annual in-
creases of 10 percent above that level. Would you first explain your reasoning
in choosing to put any sort of cap on a program of direct benefits to indi-
viduals, as opposed to social services, Would you also explain your reasoning
in selecting a future year's outlays as the baseline. Does this not invite States
and agencles to inflate their 1979 figures to the greatest extent possible?

Answer, First, the purpose of the cap is to refocus the program of foster
care maintenance payments. The new focus will be away from increased use
(and mis-use) of foster care placements, Imposition of the cap will permit re-
programming the unused maintenance funds under title IV-E toward provision
of preventive/reunification services under 1V-B within improved State man-
agement systems. Other incentives such as increasing the IV-B allotment and
disincentives such as reduced Federal matching for foster care payments
under certain conditions are provided to reinforce the new focus.

Second, although we recognize there is potential for inflated State expendi-
tures in setting a future year’s outlay (FY 1978) as the baseline, we believe
States must have an opportunity to adjust to the changes in the new program
before a realistic cap is instituted.

Question 5. Does your proposed ‘‘cap” apply to actual outlays or does it
apply to State reimbursement claims as of fiscal 1979? Please explain the ra-
tionale for your cholce in this respect?

Answer. The cap would apply to all legitimate State expenditures chargeable
to FY '79. This is the best way we know to assure equity among the States
when the cap is instituted. o

Question 7. Mr. Secretary, when the AFDC foster care program was first
created it was thought to be important to protect children from improper re-
moval from their homes by social workers, and that is why the requirement
for judicial determination was written into the law. Do you see any danger
that we will open up the possibility of coercion of AFDC families if we elimi-
nate the judicial determination requirements? In other words, are we saying,
in effect: “Give up your children voluntarily so that you can avoid us taking
you to court?”

Answer. The Administration proposal does not eliminate the requirement for
a judicial determination. However, we do not agree that making the oppor-
tunity of voluntary placement available to AFDC families, as it is now avail-
able to other families, constitutes a danger 80 long as specific due process
procedures are required in any foster care placement (such as those contained
in the administration proposal). Such a system also needs adequate numbers
of trained staff and supporting administrative procedures.
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"Question 9. The House bill would allow Federal funding for the first time of
foster care provided through the AFDC program to a child in a public institu-
tion provided that the institution served no more than 25 children. Isn't 25 a
rather large number of children to be considered as a ‘“group home"? Why
has Federal law up until now prohibited funding in public institutions ana
why is it desirable to change that policy now?

Answer. The Administration proposal will allow Federal funding for a child
placed in a public institution caring for no more than 25 children. Many group
homes are in the 16 to 25 child range.

In the past, Federal law has prohibited the funding of public Institutiong——
e.g., mental hospitals, prisons, foster care institutions, etc., because these ac-
tivities were considered to be inherent State responsibilities. Thus, refinancing
through Federal funds was avoided.

A change is now desirable to encourage the growth and utilization of the
benefits of these small group facilities, irrespective of auspices, as appropriate
alternatives to institutional care. Recently, for example, we have seen coun-
ties and other local jurisdictions establish such small group facilities for
teens unable to live at home or who have been released from_correctional
institutions, or for the mentally retarded or mentally disabled.

Present legislation permits funding for such facilitles under private aus-

ge—the-trend-toward development of such
facllitles for lack of availability of Federal support in the care of otherwise
eligible individuals.

In addition, it is our understanding from testimony in the House on HR
7200, that in some citles, there are few private group homes which serve as
few as 25 children. In order to keep children near the families and commu-
nities, HEW supports FFP in small public institutions.

Question 10. Do you expect to permit subsidies for single individuals wish-
ing to adopt children? Who is to determine the suitability of prospective adop-
tive parents?

Answer. There 18 no prohibition against subsidies for single individuals
wishing to adopt children. States will make the decisions concerning the suit-
ability of prospective adoptive parents.

Question 11, What exactly do we know about the experiences of States
which have tried adoption subsidy programs on their own? How many addi-
tional children have been adopted? How much foster care money has been
saved?

Answer. Bighteen States have provided data on their programs of subsi-
dized adoptions for the years 1974 through 1976. Regarding the total number
of children placed in subsidized adoption: Total numbder and year: 1,400—1974;
2,400—1975; and 2,700—1976. This represents a proportional increase from
1975 to 1976 of 99 in subsidized adoptive placements in these States,

Approximately 909% of the adoptive parents had been foster parents. Re-
garding how much foster care money has been saved, this was not reported.
This is a matter which varies from State to State and depends on the nature
of ard specific amount of the subsidy in relation to the foster care mainte-
nance payment.~For example, in one State the subsidy lasts only 5 years; in
another it may continue indefinitely based on need. In one State the mainte-
nance subsidy may equal the foster care maintenance payment while in an-
other it may be less. Subsidies are also for medical expenses, legal costs, etc.
State laws vary so widely that there is difficulty in generalizing from or cumu-
lating the data.

Question 12, Is it not possible that this money will be used, much as it §s
alleged foster care beneflits are now used, to stimulate the adoption of chil-
dren when that may not be the best solution for them, when, for example,
they might be reunited with the natural parents? How should children be

.. protected under an adoption subsidy program?

Answer. This is a serious question and of concern to the Administration.
First, we believe that the Administration proposal contains incentives and
procedural safeguards which will protect children. Specifically, States must
establish due process procedures to protect the child, the natural parents, end
the foster parents in all placement decisions. Also, targeting of 409, of the
additional money on preventive/and reunification services offers States incen-
tives to returning the child to his natural parents before adoption is con-

sidered.
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However, these procedural safeguards and increased services require suffi-
clent skilled personnel to assure the objectives. In this area, the Department
will be working with States to encourage necessary training. At the Federal
level, the Department can also focus Federal child welfare training efforts,
technical assistance, and monitoring efforts towards protection of children in
this regard.

Question 13. Mr, Secretary, can you give us a “statistical profile” of the
children you are proposing to have adopted, i.e, the children In foster care
who now receive AFDC/FC and Medicaild assistance? What do we know about
their age, their health, their racial or ethnic background and other character-
istics that may affect thelr adoptability ? What portion of them do you estimate
will be adopted if these new subsidies are permitted?

Answer, Nationally, there are 111,000 children receiving AFDC in the foster
care segment of the program. Data which describe the characteristics of these
children are not available,

We have estimated that, of all children in foster care, whether or not they
are receiving AFDC, approximately 90,000 are potentially eligible for adoption.

We do not have good data on the number of AFDC children who might be
adopted with a Federal subsidy. Our best guess, however, is that approxi.
mately 10 to 18 percent of the 115,000 children might be judged as having
special needs, freed for adoption and finally adopted. To give you a profile of
the hard-to-adopt child, here are data from two States with adoption subsidy
programs,

In New York State~—38,200 children are receiving an adoption subsidy at an
average cost of $2,000/year: 3; of the children are over age 6; the average
length of time in foster care before adoption was 7 years; 40% are € years
and older and suffer a handicap; and 209% of the children belong in sibling
groups. One-half of the adopting parents receiving a subsidy has gross annual
incomes under $11,000. Thirteen percent have incomes over $16,000.

In Pennsylvania~—Of the children placed in subsldized adoption: 859 were
over age b at time of placement in adoption; 359 were over age § and be-
longed to a minority group; and 40 percent were handicapped.

Question 14 Your proposal suggests that once an adoption subsidy is made
available, it shall continue until the child attains majority so long as the
family continues to meet an income test. It is one thing to say that lasting
physical handicaps should continue to be eased through Medicaid but quite
another to say that the combination of low (or moderate) parental income
and adoptive status call for a long-term subsidy. Does this not set up a lasting
distinction between the adopted child and the other children of the same par-
ents and thus tend to violate the basic understanding this society has about
adoption, which is that a child, once adopted, is a full and complete member
of his new family, entitled only to those public benefits that his parents and
siblings are entitled to?

Answer. We do not agree that an adoption subsidy sets up a “lasting dis-
tinction” between the adopted child and other children of the same parents.
In our view, a decision to adopt a child, to increase the size of the family, is a
family matter. If a subsidy of any kind is needed, it does not attach itself {o
the child, setting him apart from his siblings. Instead, the money enters the
“common pot” of total family income. We see an obvious parallel here between
the adoption subsidy and a child support payment for children of divorced
parents,

Question 15. What can you tell us about the present uses of Federal child
welfare services funds? Where do they end up, in public or private agencies?
What sorts of services do they sustain? Could you cite and give a brief sum-
mary of any studies which evaluate the effectiveness of these services?

Answer, Because of the voluntary nature of State reporting on this pro-
gram, our data is limited.

However, the Social Services Reporting Requirements (SSRR) under title
XX is being used to collect information on the child welfare services program.
For the quarter ending March 1976, States reported in the SSRR that they
currently served 63,609 children with IV-B funds.

Among the services provided with Federal child welfare funds are: protec-
tive services, homemaker servicéd, health related services, family counseling,
emergency shelter for children, and child day care. Some States, however, use
these funds entirely for training child welfare services staff and/or for spe-

cial projects.
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~ Studies as well as demonstration projects iudicate that providing preventive
services does contribute to keeping children with their families and out of

———foRter-care placement aud-that-delivering restorative services does help reunite

children in foster care with their families.

One study, Second Chance for Children, concluded after evaluating a dem-
onstration project that provision of preventive services can significantly re-
duce the entrance of children into the foster care system. Demonstrating simi-
lar outcomes was & 24 hour Comprehensive Emergency Services Program in
Nashvlille, Tennessee. As part of a network of city organizations, including the
police and courts, the social services agency provide emergency services to
keep children with their families rather than in foster care placement. Serv-
Ices included homemaker services, counseling, etc. to belp the family over the
‘erisis.

A project in Oregon, Freeing Children for Permanent Placement, demon-
strated that providing resources both to help child welfare workers to de-
liver counseling and other supportive services and to arrange for a wide
variety of other services helped children in foster care return to their bio-
logical families.

Question 16. The Department has never come close to full implementation
of the requirement in the SSI law that payments to addicts and alcoholics be
made to a third party. We know, however, that there are addicts and alco-
holics who are incapable of handling their own funds and who find themselves
destitute a fev' days after their SSI monthly checks are received. How do So-
cial Security district offices handle this situation? Do they take responsibility
for helping these individuals, who are really in trouble because of SSA's
failure to perform its job? What kinds of help can they give?

Answer. Contacts with the disability insurance regional offices having the
highest numbers of drug addicts and alcoholics on the SSI rolls (New York
and San Francisco) reveal that the local district offices have rarely received
complaints of destitute addicts or alcoholics. Contact with six of the largest
district offices in the New York region revealed that five out of six have
never had any inquiries in this regard and the sixth district office states that
on rare past occasions when a recipient has alleged destitution following re-
ceipt of his SSI check, he has been referred to the local welfare agency, when
appropriate. It {3 our general policy for the district offices to refer people to
appropriate State agencies for assistance that we are unable to provide. The
district offices indicate that it is more frequent that a recipient alleges non-
receipt of a check than that he is destitute after having received his check.
This situation, however, occurs with all SSI recipients, not just drug addicts
and alcobolics. (If the issuance of a check via the nonreceipt procedures re-
sults in a duplicate payment, this information is entered in SSA’s records and
recovery action is taken.)

If because of youth or incapacity, the recipient is unable to manage his own
benefits, whether or not he is a drug addict or alcoholic, a representative payee
will be selected. The issue of capability does not often arise with the universe
of SSI cases identified as medically deterinined drug addicts and alcoholics.
This is largely because the drug addict or alcoholic is required by law to re-
ceive his payment through a third party without regard to whether or not he
is in fact capable of handling his funds. Therefore, the issue of capability is
not generally pursued in the case of a medically determined drug addict or
alcoholic (even if he is receiving direct payment on an interim basis).

Question 17. A provision of H.R. 7200 which you support would enable the
Department to rule that any gift or_inheritance that is not readily convertible
to cash would not be counted as income in determining whether an individual
is eligible for SSI. Do you think any kind of limits should be placed on that
general authority? How would you handle, for example, a gift of a month's .
supply of food? Or a gift of free housing? What kind of policy problems do
you foresee in this area, if any?

Answer. The Secretary would establish by regulations what kinds of gifts
and inheritances would come within the scope of the exception provided. We
believe that under regulations, the term *gifts and inheritances which are not
readily convertible to cash,” should be defined so that shelter and food which
can be used directly by the recipient to meet his basie needs would not be
excluded from income. A contribution of a month's supply of food or of free
housing (e.g., rent-free accommodations in property owned by another person)
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woyld continue to -constitute support and maintenance in kind and would not
be gifts to be excluded fromn income under the provision in the bill,

Gifts and inheritances excluded from income under the provision would, if
retained, become resources at the beginning of the accounting period following
the perfod of receipt. Some such resources (e.g., a home in which the recipient
resides and household goods and personal effects not exceeding reasonable
value) would be excluded under the resource provisions in the law. If property
that cannot be excluded would, when added to other resources owned by the
reciplent, cause the total to exceed the resources limitation, the recipient
could request consideration under section 1613(b) of title XV which permits
conditional SSI payments for current needs pending the sale of the resources,
with subsequent recovery of any overpayment from the proceeds of the sale.
(The application of this conditional payment provision is limited, by regula-
tions, to situations in which the applicant or reciplent has very little in cash
reserves, and to situations in which resources are of relatively low value in
order to avoid paying SSI benefits, even temporarily, to people with exces-
sively valuable nonexcluded resources on which they could be expected, if
they needed cash, to borrow against the value of the resources. Present limits
on the resources subject to this provision are, under the regulations, $3,000 for
an individual and $4,600 for a couple.)

We do not believe that establishing reasonable policles for application of
the provision would present problems.

Question 18, At the present time the Social Security Administration can
make a $100 one-time payment to an individual who is considered likely to
meet the eligibility requirements for SS1 and who is facing an emergency.
H.R. 7200 seems to provide a very great expansion of this provision, to allow
SSA to make payments equaling what the individual would be eligible to re-
ceive over a period of-8 months. You have indicated no opposition, but state
that you intend to apply the provision only in exceptional cases under your
present criteria. Would you describe those criteria and explain what would
constitute exceptional circumstances?

Answer. An advance payment i8 made under current rules if the individual
presents strong evidence of the likelihood of meeting the income and resources
tests of eligibility, categorical eligibility (age, disability, or blindness) and
technical eligibility (U.S. residency and citizenship or legal alien status), and
if the individual is faced with a financial emergency (insufficlent income or
resources to meet an immediate threat to health or safety such as the lack
of food, clothing, shelter, or medical care).

We would apply the provision in any case in which the above criteria are
met. Although the proposal seems to presume that an individual may be pre-
sumptively eligible—i.e.,, a final determination remains pending—for several
months, such a delay in adjudication is not likely to be the case. We would
consider it to be an exceptional case in which a presumption of eligibility
would be in effect for as long as 3 months.

Question 19. The House bill would not count as income anything an SS{
recipient gets from a nonprofit organization. Does this mean that a person
receiving, say, $5600 a month from some foundation would be eligible for full
SSI plus State supplement, plus Medicaid entitlement? Why is such an income
exclusion necessary ?

Answer. The exclusion would be limited to assistance based on need pro-
vided by private, nonprofit charities. It would not apply if a charity undertook
an express obligation to provide full support and maintenance without any
current or future payment therefor. An SSI recipient receiving such assistance
who has no other countable income could be eligible for a full SSI benefit
and State supplement. He would be eligible for Medicaid if the State in which
he lives has established that SSI eligibility criteria would determine Medicaid
eligibility in that State.

Under present law, support and maintenance is excluded from income if it
is provided by private nonprofit charities toward the cost of care of recipients
living in privere, nonprofit residential facilities, Assistance provided by such
charities to ¢ on hehalf of recipients in any other living arrangement is
counted. The provision in H.R. 7200 would e¢liminate the distinction in the
treatment of assistance from private Wonprofit charities that is based upon
whether the recipic nt lives in a certain kind of facility. The removal of this
distinetion would enbance public understanding of the SSI program and make
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avallable to SSI reciplents a potentially valuable source of nonpublic assist-
ance. (Currently, nonprofit charities may be reluctant to spend funds that do
not supplement a person's income bnt merely replace Federal dollars.) Also,
S8I reciplents would realize more equitable treatment relative to other low
income persons who derive benefits from private charities.

Question 20. The House bill provides for and you oppose automatic cost-of-
living increases in the $25 personal needs payments made to SSI reciplents
whe are institutionalized. This would provide an increase this year of $1.50.

o you have any information as to whether the $25 amount is adequate for

most recipients? If not, what plans do you have to develop that information?

Answer. In 1974, S8SA contracted with Applied Management Sciences to do a
survey of institutionalized SSI recipients to measure the impact of the SSI
program on long-term care under Medicaid. The study was conducted in Cali-
fornia, Illinois, Texas, Massachusetts, Pennsylvania, Georgia, and Florida. The
study found that both SSI and non-SSI patients in these institutions spend
“approximately $8 per week for ‘extras’ while their familles or friends pay
for another $5 worth of items.”

The report adds “It should be remembered however, that costs are difficult
to estimate and that these amounts are likely to be overstated. . . . The per-
ception of deprivation among residents can give an indication of the inade-
quacy of the SSI benefit. In considering this perceilver deprivation, it was
found that less than half of all residents feel they're deprived of items because
they cannot afford them. ... The items most often reported as unaffordable
if desired are clothing/shoes . . . next in importance are repair/replacement
of glasses, hearing aids, dentures, ete. . . . it is interesting to note that these
two categories of items are also among those least likely to be available at
the facility. This may contribute to the feeling (that these items are in-
accessible).” .

In other material submitted on H.R. 7200 we indicated that changes in the
Consumer Price Index (which would trigger the increase under this proposal)
are largely caused by increases in the cost of food, shelter, and medical care.
Since Medicaid benefits cover these expenses for the recipients involved, we do
not believe that an automatic cost-of-living increase in the $25 SSI standard
is necessarily warranted.

Question 21. The House bill continues the full SSI payment to a person in a
Medicaid institution until he has been there for 3 entire months, Can you tell
us something about the extent to which this really targets money on indi-
viduals who need extra funding to maintain homes outside the institution?

Answer, A cutoff of the SSI payment, upon entering a Medicaid institution
for even a short period, may make it financially impossible for persons to
maintain and therefore, return to their homes. While we have no estimates of
the fraction who will be assisted by this provision, the fact that more than
80 percent of the people moving into a Medicaid institution come from their
“own household” suggests that the provision may be target efficient.

Question 22. H.R. 7200 requires alien applicants for SSI to count the in-
come and resources of their sponsors in applying for benefits. You indicate
support for this provision although you characterize it as less than ideal.
What would be your preferred solution to this problem?

Answer. In our view, a solution to the problem of public support of aliens
ghortly after their entry into the country should come from a carefully co-
ordinated effort to revise policies, and possibly laws, to relate the conditions
under which we permit aliens to remain in the country to the conditions under
which we permitted them to enter. Methods should be found to give rational
and effective meanings to the pledges given by immigrating aliens and their
sponsors. This might best be achieved by changes in immigration policies, or
by statutory provisions giving legally binding force to sponsors’ pledges so
that aliens would have a legal right to the support that was promised.

We believe that the provision in H.R. 7200 has some shortcomings. The deem-
ing of income and resources is a time-consuming, administratively complex
procedure which has proven difficult for both agency employees and reciptents
to understand. The deeming process may be even more complex for allens,
since an alien’s sponsor may live in another household or even in a distant
location. The deeming of a sponsor’s income and resources to an alien would
result in excluding some aliens from the SSI program. Hoswever, a sponsor
who refuses to furnish information regarding his income and resources would,
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by his lack of cooperation, cause the alien to be ineligible for actions beyond
the alien's control. Also, a sponsor who has substantial means may cause the
alen to be ineligible for SSI benefits even though the sponsor may not actually
provide support and maintenance for the allen. People denied SSI benefits in
such circumstances would be left to rely on whatever State and local assist-
ance programs are available to them, with the burden of the cost of such as-
sigtance falling on State and local governments,

Question 23, H.R. 7200 includes provisions allowing SSI payments to certain
persons hospitalized outside the United States. How many individuals do you
estimate would be eligible under these provisions in fiscal year 19787 - -

Answer. Under present law, SSI benefits are suspended in the case of an
individual who is out of the United States for more than 80 days. We do know
that the benefits of approximately 500 people per month are suspended because
of absence from the United States for more than 30 days. While we do not
know what proportion of the 500 are hospitalized, it seems reasonable to as-
sume that most of the 6,000 SSI reciplents a year who leave the United States
for a period long enough to cause suspension of benefits do so for reasons
other than emergency hospitalization or hospitalization in a foreign hospital
that §s more accessible to their homes (in the United States) than a domestic
hospitiu. Thus, very few should continue to receive benefits as a result of this

rovision.
’ Question 24. The House bill would spend close to $200 million per year on
new benefits for the territories, Is it correct that about 70 percent of the popu-
lation of Puerto Rico now is on the food stamp program? Can you tell us
what p;{;ﬁgrtlon of the aged population there would be getting SSI under the
House

Angwer. According to food stamp program statistics there are approximately
1.5 million food stamp recipients in Puerto Rico. The Puerto Rican population
is estimated to be about 3 million. Thus, approximately 50 percent of the
Puerto Rican population is receiving food stamps.

We estimate that there will be 225,000 to 265,000 people over 65 in Puerto
Rico in 1978. We further estimate that about 40 percent of the aged popula-
tion will be eligible for an SSI benefit under the provision in H.R. 7200.

Question 25. Would you tell us which States have not furnished HEW the
amount of child support collections and expenditures for AFDC and non-
AFDC cases for the period prior to September 30, 1976? What has HEW done
to obtain this information?

Answer. All States (including the District of Columbia, Guam, Puerto Rico,
and the Virgin Islands) have reported AFDC collections and expenditures for
the period prior to September 30, 1976.

The following States have not reported non-AFDC collections for the period
prior to September 30, 1976: Alaska, IMlorida, Hawail, Kansas, Maine, Mary-
land, Nebraska, New Jersey, New York, Ohio, Oklahoma, Rhode Island, Vir-
ginia, and Guam.

The following States were not able to report non-AFDC expenditures sepa-
rately from total expenditures for the period prior to September 30, 1976:
California, Colorado, Connecticut, Delaware, Louisiana, Maryland, New Jersey,
North Carolina, Ohio, Oregon, Pennsylvania, Rhode Island, South Dakota,
Tennessee, Texas, Wisconsin, Guam, and the Virgin Islands. All other States
either reported non-AFDC expenditures separately or had no such expendi-
tures to report. ‘ .

Since non-AFDC collections and expenditures do not affect a State's eligi-
bility for Federal financial participation, there is very little action the De-
partment can take to force States to report these data under existing law.
However, we have been working very closely with the States to impress upon
them the importance of reporting these data and to improve their ability to
report. Our success is evidenced by the fact that since September 30, 1976,
only 5 States (Hawaii, Maryland, New Jersey, New York, and Rhode Island)
are still not able to report non-AFDC collections and only 13 States (Dela-
ware, the District of_Columbia, Georgia, Louisiana, Maryland, New Jerscy,
North Carolina, Ohio, Oregon, Rhode Island, Tennessee, Texas, and Wiscon-
sin) are not able to report non-AFDC expenditures.

Question 26. Since child welfare services funds can be used for adoptions
subsidies, why shouldn’t we just provide the increase in funding under that
program rather than introducing this new adoption subsidy element in the

AFDC-Foster Care program?
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. Answer. The child welfare services program hag traditionally been a services
program stressing services to any vulnerable child in need. Placing adoption
subsidies in a new title with foster care maintenance jolns two maintenance.
related areas. This is a logical separation of malintenance and services pro-
grams. Such organizational separation will strengthen efforts at cost control
in the maintenance area and reinforce efforts at program redirection in the

services area.

PREPARED STATEMENT OF JOSEPH A, CALIFANO, JR., SECRETARY, DEPARTMENT or
HeavrH, EDUCATION, AND WELFARE

Mr. Chairman and Members of the Subcommittee: I appreciate the oppor-
tunity to testify before this distinguished Subcommittee as it begins hearings
on H.R. 7200, the Public Assistance Amendments of 1977.

I would like to focus this morning on a series of related problems-—foster
care, adoption and child welfare services—that are at the core of our nation's
commitment to social justice and the American family.

One inexorable conclusion to which our six-month study of the welfare sys-
tem has led is this: The system is viclously anti-family. The most publicized
anti-family provision in welfare, is the so-called man in the house rule—the
rule that sets benefit eligibility so that the best way a man with wife and
children living in poverty can enhance his family’s well-being is to leave them.

But at least as cruel is the way the child welfare benefits are skewed :

They provide every incentive to keep parentless children in institutions.

They provide virtually no incentive to improve those institutions.

They provide every disincentive to placing the child securely in an adoptive
family. Indeed, whenever a foster parent loves a child Mving in their home
enough to want to adopt that child, this nation has devised a system of wel-
fare payments that says: at the moment of adoption—the moment when that
family wishes to express its love most deeply and significantly—we will cut
off payments. -

As you know, during the fall election campaign, President Cartes promised
the American people that, if elected, his Administration would give special
emphasis to policies and programs that strengthen and support the family.
The President recognized that familles are America’s most precious resource
and most important institution; he recognized that they have the most funda-
mental, powerful and lasting influence on our lives,

The President is concerned that his Administration should not only propose
programs to aid the family but also re-examine and reform existing policies
that harm rather than help maintain stable, supportive family units.

The proposal the Administration presents today is another demonstration
that the President will keep his campaign pledge, for no area of national pol-
icy has done more to fragment families and is more in need of reform than
our State and Federal child welfare programs. Misguided government policies
in child welfare push literally tens of thousands of our children down the road
to broken, wasted lives.

This basic fact has been recognized by many far-sighted leaders in both
Houses of Congress. And the proposal which I have the privilege of presenting
to you today is heavily indebted to the thoughtful, constructive legislation
developed by the House Ways and Means Committee and the Senate Human
Resources Committee.

The Congress knows well that: far too many of this nation’s children are
adrift in inappropriate foster care homes and foster care imstitutions across
the land ; adoption services do not work adequately to find a supportive family
environment for far too many of this nation’s vulnerable, deserving children;
and our child welfare services do not work effectively because they fail to
keep many troubled families in this nation united.

The Administration initiative, building on superb work already done in the
Congress, will begin the vital task of protecting thousands of American chil-
dren who are, unfortunately, at severe risk under present foster care, adoption

and child welfare programs.
THE PROBLEM

If we are to fashion a humane and meaningful family policy for America.

then we must begin with the foster care system.
It is a system that places 350,000 children—but too often places them in

improper conditions:
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_ Most children are placed in foster care due to parental inability to provide
necessary care, to ?arental neglect or abuse, to parents’ abandonment or deser-
tion, or to parents’ illness or disability.

Tens of thousands of these children are placed in inappropriate, often un-
{]eellng,' institutions, ranging from group homes to large and impersonal “ware-

ouses’. .

Although foster care placements are intended to be temporary, children
often remain for long periods. Fifty percent stay in foster care two or more
years; twenty-six percent have bLeen in foster care more than § years; 12
percent remain more than 10 years. .

Moreover, children are forced to change foster homes on an average of two
or three times.

Many children spend thelr early years—the years in which the personality
s often formed—in foster care. About half of the children in the system are
under twelve years old.

Although there are thousands of loving foster parents who provide priceless
affection and support to children, studies by the Executive Brauch, Comnit-
tees of Congress, and private child welfare organizations have uniformly
reached alarming conclusions concerning the low quality of the foster care
systems. These are complex matters and I do not mean to suggest that we
have all the answers. Novertheless, these findings are disturbing and have
important policy implications:

States allocate relatively few dollars to services to stabilize families and
prevent the family brea‘t-ups which push children into foster care. Although
many children in foster care could have remained in their own homes if rela-
_.tively simple services—such as homemaker and day care—had been available,

few of these services are offered.

Children are often placed in foster care with the intention that their stay
be temporary, but without planning for future placements or without adequate

follow-up to implement proper plans.
Too frequently few efforts are made to reunify children with the natural

family or to seek adoption.

Social worker caseloads are often intolerably heavy, making individualized
attention to foster care children very difficult.

State systems often lack the information bases and monitoring capacity to
review systematically the individual needs of all the children in State foster

care.
States often do not afford due process to the children or families enmeshed

in the system.

One way out of this morass would be to place these children for permanent
adoption. Indeed, more than 40 States have tried to encourage adoption by
enacting subsidy laws. Yet these programs do not reach most of the hard-to-
place children in foster care:

An estimated 90-120,000 foster care children with special needs—minority
children, physically handicapped children, mentally disturbed children—are,
or should be, legally free for adoption, but remain mired in foster care none-
theless.

The individualized services needed to place such children for adoption are
simply too costly for States to provide on an adequate scale.

I wish that I could report that the Federal Government has responded ade-
quately to these appalling conditions. Instead, however, we have, in a real
sense, been a major part of the problem.

Although foster care has traditionally been a State responsibility, there are
two Federal programs which deal directly with children in, and at risk of,
foster care. Title XX and Medicaid do, of course, channel additional funds to
children in foster care. One of them—the AFDC Foster Care program—is a
classic example of a perverse incentive system creating an anti-family policy :

AFDC-Foster Care spends $171 million a year to contribute to the room
and board of AFDC children in .oster care settings. Not one penny of this
money may go for services designed to avoid unnecessary removal of children
from their homes or to reunify families.

AFDC-Foster Care payments cease as soon as a child is adopted. Since
foster parents, who now account for 90 percent of State-subsidized adoptions,
are faced with the prospect of forfeiting both AFDC and (in many states)
Medicaid payments if they adopt their foster child, the obvious effect is to

94-698—~77~——8
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discourage many adoptions. This is theater-of-the-ubsurd government policy.
Loving foster parents cannot adopt their foster child—and thereby provide
that child with the kind of stable home environment so important to a child's
growlttlll and development—without the government imposing severe flnancial
penalties.

The other special Federal program in this area—Title IV-B child welfare
services—simply reinforces these patterns. Little of the Federal money i8 used
to improve the State systems which administer foster care payments,

PROGRAM GOALS

This Administration i8 deeply committed to transforming Federal child wel-
fare policy from being a part of a severe problem that plagues children and
family life to being part of a solution that promotes child development fn a
stable family setting. Our proposal is designed to attain four fundamental
goals of sound child welfare policy:

Comprehensive care.~—Legislation should address all aspects of the problems
created when children face or experience removal from their families: pre-
vention, reunification, other necessary social services to child and family; and,
as appropriate, subsidized adoption payments and foster care maintenance
payments. Maintenante payments, Medicald benefits, and social services to the
child should be closely linked to one another.

Fleaibility for the States.—Child welfare programs are, and should remain,
essentially a State responsibility. ‘'We ought to build on this foundation of
State responsibility, expertise, and diversity, rather than attempting to im-
pose uniform regulatory solutions from Washington.

Proper use of Fiscal {ncentives to encourage State reform.—In seeking to
induce States to reform their child welfare systems, the Federal Government
should offer incentives rather than simply impose sanctions, All too often, we
have laid detailed requirements on the States without providing the resources
required to implement those requirements. Improving the child welfare sys-
tem through incentives will be an excellent investment, but it is not likely to
work unless we are willing to offer incentives that will really help states pay
the bill,

Fiscal responsibility.—It is not enough, however, to decide that child wel-
fare is a good investment; we must also decide how quickly to make it. In
doing so0, we must bear several facts in mind: there are strong competing
claims on g severely constrained Federal budget; the States must bear
their share of the responsibility ; and large and rapid infusions of new money
fnto a deficlent and unresponsive system are almost invariably wasted.

THE ADMINISTRATION PROPOSAL

Consistent with these objectives, President Carter's family-oriented child
welfare initiative has two major components: (1) reform of the existing
foster care payment authority and its expansion to include adoption payments,
_and (2) use of new KFederal money, on a phased basis, to encourage States to
improve and expand their systems of services to children, .

Foster care and adoption maintenance.~We propose to establish a new pro-
gram authority, separate from AFDC, which both foster care maintenance
payments and adoption maintenance payments would be authorized.

Foster care maintenance payments would continue to be available to AFDC-
eligible children. However, four new features would modify the current foster
care program.

A lower Federal matching rate for foster care in large institutions would
discourage such placements, which are often inappropriate for the child and
cost more than smaller, more appropriate foster care settings.

Small public institutions could qualify for foster care maintenance pay-
ments, making possible more group home and residential treatment center
placements. -

While court review prior to involuntary placement would continue to be
required, emergency and voluntary placements would be permitted—provided
that a court or quasi-judicial review is conducted or the child is restored
to his or her family within three months of placement,

Due process protections for the children, natural parents, and foster parents
would be required. These due process protections would be assured by re-
quirements in the child welfare services section of our proposal,

In a humane and responsive child welfare system, foster care would usually
be no more than a brief way-station for the child on the way to permanent
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adoption or return to his or her original family, But, as noted, Federal policy
now impedes that result. .

Our proposal would put Federal policy on a sounder basis by encouraging
adoption of those AFDC children who are deemed ‘Lard-to-place”. The adopt-
ing family would have to meet a simple income test to qualify for an adoption
maintenance payment. These payments would continue untfl the child reaches
adulthood or the adopting family exceeds the income test, whichever occurs
first. The amount of the adoption maintenance subsidy would be lmited by
regulation, perhaps to the foster family home maintenance payment rate, and
the same Federal matching rate would apply. In order to encourage adoptions,
l\fledi&aid eligibility for preexisting conditions would follow the child into
adoption. .

We propose that this new entitlement authority for foster care maintenance
and adoption payments remain open-ended only until fiscal 1980 when a cap
at 10 percent above the fiscal 1979 expenditure level would be imposed. For
each of the next five fiscal years, the cap would increase by increments of
about 10 percent and would then level off. A State could apply any unused
portion of its maintenance entitlement to add to its federal funds for the
provision of child welfare services expenditures under Title IV-B,

Child welfare services.—The proper functioning of the child welfare system
depends heavily upon social services for children and their families, such as
preventive, reunification, adoption and drug- and alcohol-related services. Yet,
as noted, Title IV-B now directs few Federal resources—perhaps as little as
$12 million a year--into such services. And even those meager resources flow
into State systems which often are not capable of using them effectively.

We intend to change that by directing significant new Federal money-~$63
million in Fiscal 1978 rising to $209.5 million in the mid-1980's—into the de-
velopment of State systems for tracking, case review, due process safeguards,
and preventive and restorative services for children at risk of foster care.

Under our proposal, Title IV-B would be converted to a capped entitlement
program providing a maximum of $209.56 million a year in new money (above
the present $56.6 million base) to be made available on a 75 percent matching
basis to the States in two phased, “flexible grants.”

Phase one

Beginning in Fiscal 78, 30 percent of the new money (or about $63 million)
‘would be earmarked and available for designing and implementing State track-
ing and informatlon systems, individual case review systems, the provision of
services designed to promote adoption, and due process procedures for natural
parents, children and foster parents. The due process procedures include ad-
ministrative or judicial review of the status of all children in foster care
within six months to determine compliance with individual case plans and
review within 18 months of the appropriateness of a permanent placement for
the child. N

System requirements would be defined in terms of general objectives (e.g.,
“a tracking system from which the status of every child in out-of-home care
way be readily identified”), rather than in terms of detailed system specifica-
tions. After those reforms are in place, the State may use any new money
left from this phase for systems maintenance and Title IV-B child welfare

services,

Phase two

The remaining 70 percent of the $209.5 million in new money (about $147
million) would be made available only after the requirements of the first
“flexible grant” are met. In this second phase, the new money could be used
for child welfare services under existing Title IV-B, the only restriction being
that at least 40 percent of the State’s share of the $209.5 million in new
money must be used for certain defined services to prevent unnecessary re-
moval of children from their families.

Finally, in order to receive the new money, the States must maintain their
current levels of Title IV-B expenditures for child welfare services. The only
Title IV-B money that could be used for maintenance payments would be the
$56.5 million base (the fiscal 77 appropriation under Title IV-B).

In sum, the Administration’s proposals will accomplish:

The appropriate placement of children by making Federal money available
for adoptions; greatly increasing Federal funding for preventive and reunifi-
cativn sevvices; encouraging deinstitutionalization of children in foster care;
and encouraging specific procedural reforms to ensure that the statua of chil-

dren is properly wmonitored.
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Fiscal control over Federal child welfare expenditures by capping the foster
care/adoption maintenance program; creating incentives for lower cost place-
ments; and assuring that new Federal funds for services will be well spent in
reformed State systems.

Flexibility for the States in program administration by giving States posi-
tive incentives to adopt changes that are defined by goals, rather than by
highly detailed requirements; allowing reformed State systems to allocate the
new Federal Title IV-B money for services largely as they wish; and allowing
States to establishment placement procedures and to make placement decisions.

H.R. 7200

As my description of the President's child welfare proposal suggests, we
have drawn extensively on the excellent principles and goals embodied in the
child welfare provisions of H.R. 7200. Our proposal differs from it, however in
a number of important respects:

In seeking to encourage changes in the State programs to achieve better
tracking and information systems, better case review and case planning,
better due process safeguards, and better prevention and reunification serv-
ices, we rely, for the most part, on goal and performance specifications. In
contrast, H.R. 7200 would impose a set of rigid and detailed program require-
ments which would be costly for us to administer, difficult to enforce, and
unnecessarily restrictive of State discretion.

In the interests of fiscal responsibility, we would cap the foster care-adop-
tion maintenance program, although at generous levels. H.R. 7200 would leave
the program open-ended.

We would create incentives for placement in smaller rather than larger
foster care settings. H.R. 7200 does not provide the same incentives.

We would limit Federal financial participation to those placements involv-
ing a judicial or quasi-judicial determination of rights. H.R. 7200 would not.

We would continue adoption payments so long as they were needed. H.R.
7200 would limit the duration of the payments to the period the child was in
AFDC-supported foster care, or to one year.

We would phase in the $209.5 million in new money for child welfare serv-
ices according to the progress each State makes in reforming its child welfare
system. H.R. 7200 would make all of the money available immediately, sub-
ject to a fund cut-off for failure to meet specified conditions.

We would make health care payments for children in foster care or adop-
tion settings ouc of Medicaid program funds. H.R. 7200 would make such
payments out of the new services money. R

OTHER PROVISIONS

I shall now turn briefly to the other provisions of H.R. 7200 affecting AFDC,
SSI, and social services. Let me first thank the Committee for acting so expe-
ditiously on the expiring provisions that you attached to H.R. 1404 and that
the President signed into law on June 30.

1 am pleased to pledge the Administration’s support for several of H.R.
7200's provisions which would both improve the administration and help con-
trol the cost of AFDC snd SSI pending enactment of the comprehensive wel-
fare reform plan that the President will submit to you in three weeks. We
must respectfully oppose, however, those parts of H.R. 7200 which, in our
judgment, would impair administrative efficiency, make welfare reform more
difficult to implement, or abandon the course of fiscal responsibility that the

President has charted.
Appendix A to this statement sets forth in detail our position on each of

the non-child welfare provisions of H.R. 7200,

Finally, we commend to your serious attention a proposal that was sub-
mitted to Congress as a draft Administration bill on May 10th. This bill pro-
vides for a “standardization” of the work expense disregard in the AFDC
program. Under current law, certain work-related expenses incurred by an
AFDC recipient are “disregarded” in determining the level of benefits ve-
ceived. Our proposal would create a uniform formula for determining these
work-related expenses. It also provides authority to reimburse the States for
fifty percent of the administrative costs incurred in the certification of welfare
recipients for the food stamp program. ]

I am submitting a copy of the bill, the Department's May 10th transmittal
letter and a table of the estimated fiscal effects of the AFDC work expense
disregard provision as Appendix B to my prepared statement.
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In closing. Mr. Chairman, let me emphasize once again the importance of
-our child welfare proposal as a keystone of the Administration's policy on
families. It seeks to address some of the fundamental causes that have con-
tributed to one of our most haunting and intractable social problems.

As President Carter stated in the campaign, the American family is the
first school of every child, the first government, and the first church. With the
enactment of the President’s child welfare proposal, we can help foster, adopt-
ing and natural families perform these invaluable tasks for thousands of this
nation's most vulnerable and disadvantaged children.

Thank you very much.

APPENDIX A
1. SUPPLEMENTAL SECURITY INCOME PRovIsiONs IN H.R. 7200

The Administration opposes seven of the provisions contained in H.R. 7200
which would make changes in the Supplemental Security Income Program.
Four of these provisions, taken together, would add $189 million to the Presi-
dent’s budget.

Section 109, Section 118: Eligibility of Individuals in Certain Medieal Insti-
tutions and Definition of Eligible Spouse

Section 109 would delay application of the $25 benefit standard from the
first month to the fourth montl. of institutionalization in a Medicald facility
and would increase federal SSI expenditures by over $13 million in FY 197S.
Section 113, a related provision, would allow each eligible spouse to be treated
as an individual after one month's separation, rather than 6 months as is
currently required. This provision would increase federal benefit payments by
$2 million in FY 1978.

While we are concerned with the effect of current law on persons who be-
come hospitalized or otherwise separated from their spouses, we are opposed
to sections 109 and 113 of this bill. If these provisions were adopted as they
are now, SSI benefits payable to an eligible couple would generally be in
creased during the second full month one member was confined to a medical
facility (since they each could receive benefits as individuals) and then de
creased as of the fourth month when the institutionalized spouse's benefit
would be reduced to a $25 maximum or stopped entirely if he was found in-
eligible. This type of interaction clearly seems anomalous and unintended, and
indicates that further thought needs to given to the complex subject of eligi-
bility for certain categories of benefits. We are willing to pursue changes in the
law that would be equitable for beneficiaries and administratively manageable,
but we urge the Committee not to give favorable consideration to these two
sections because they would complicate the program, increas: program coasts,
and may promote family breakups.

Section 110: Cost-of-Living Adjustments in Supplemental Sccurity Income
Payments to Individuals in Certain Institutions
We oppose the provision which would extend the application of the auto-
-matle cost-of-living increase provisions to the $25 benefit standard which ap-
- plies to people in medical facilities when their care is financed by Medicaid.
Changes in the Consumer Price Index (which would trigger the increase,
under this proposal) are largely caused by increases in the cost of food,
shelter, and medical care. Since Medicaid benefits cover these expenses for
the recipients involved, we do not believe that an automatic cost-of-living in-
crease ‘n the standard $25 SSI amount is necessarily warranted. Before this
SSI payment is increased, prudence demands that an effort is made to deter
mine whether the current payment is adequate. We estimate that this provision
would result in fiscal year 1978 expenditures of $4 million beyond the Presi-
dent’s budget.
Section 112: Exclusion of Certain Assistance Payments from Income

We orpose this provision which would forgive past SSI overpayments re-
sulting from failure to report certain housing assistance payments.

We favor retaining the current law so there is equitable treatment of all
beneficiaries for the period before October 1, 1876, and equitable treatment
after the October change in law affecting housing subsidies. Providing relief
for only one group of beneficiaries who did not accurately report their income
would be inequitable to all those beneficiaries who did report accurately.
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Section 114: Coordination With Oiher Assistance Programs

This provision attempts to coordinate the administration of Medicaid, food
stamp, and SSI benefits, to ease difficulties for recipients.

The underlying principle is consistent with the Administration’s goals for
welfare reform. There are, however, obstacles to effective coordination that
arise from differences in current law with respect to eligibility, and benefit
computations. We believe the goal of benefit coordination will be better served
in our broader welfare reform proposals.

Sections 201 and 203: Extension of SSI to Puerto Rico, Guam, and the Virgin
Islands, and Removal of the Celling on Federal Matching Funds for AFDC
in Puerto Rico, Guam, and the Virgin Islands

Provisions of Title 1I of the bill would extend the SSI program to Puerto

Rico, Guam, and the Virgin Islands-and remove the ceiling on AFDC matching

funds to these territories. The provisions for extending SSI, taken alone,

would cost over $80 million for 6 months in ¥Y 78, rising to more than $185

million in FY 79, Moreover, it is unrealistic to expect implementation of a

program of this magnitude in less than a year from the time of enactment of

authorizing legislation. We strongly oppose sections 201 and 203. Such action
should be considered in the context of general welfare reform,

2, THE SociAL SERvVICES ProvisioNs IN H.R. 7200

Section 801
We support the provisions of Title III which extend P.L. 94401 for one

year. We strongly oppose any permanent increase in the Title XX ceiling and
urge that the Committee simply provide for a one year extension.

Following are the provisions of H.R. 7200 which the Administration sup-
ports because they provide administrative relief to the Social Security Admin-
istration and improve the effectiveness of the programs without significantly
increasing program costs.

Section 102: Attribution of Parents’ Income and Resources to Children

We support this provision since it would remove the disparities in present
law in the treatment of students and nonstudents aged 18 through 20. The
implementation of this program would result in negligible additional costs.

Section 103: Modification of Requirement for Third Party Payee

This provision allows for the direct payment of SSI benefits to drug addicts.
or alcoholics if the attending physiclian of the institution where the individual
is undergoing treatment certifies that this procedure would have significant
therapeutic value for the individual and there would be little risk of misuse

of the funds involved.
We support this proposal as far as it goes but would prefer to see the

special representative payee provision applicable to drug addicts and alcoholics
repealed, and the usual test—ability to manage funds—employed for drug
addicts and alcoholics as well. This provision is not expected to have any costs.
Bection 104; Continuation of Benefits for Individuals Hospitalized Outside
the United States in Certain Cases
This propcsal authorizes the continuation of SSI benefits to an individual
hospitalized outside the United States on the same basis as in the Medicare

program.
We support the proposal; agree with the House that it is meritorious; and

estimate the costs to be negligible.
Section 105: Eaclusion of Certain Gifts and Inheritances from Income

This proposal allows the Secretary to provide by regulation that gifts aud
{nheritances that are not readily convertible into cash are not to be considered

income for purposes of SSI payments.
We support this provision because it does not seem equitable to reduce or
terminate benefits which we regard as income but cannot be used for the

support of the recipient. The cost would be negligible.
Section 106: Increased Paymcnts for Presumptively Eligidle Individuals

This section allows one or more cash advances to a presumptively eligible
individual up to the maximum monthly benefit (including State supplementary

payments) for three months.
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We believe this is a reasonable provision for dealing with exceptional cases.
In order to avold substantial payments to ineligibles, we intend to retain cur-
rent criteria for presumptive eligibility. The cost of this provision should be
negligible,

Seotion 107: Termination of Mandatory Minimum State Supplementation (n
Certain Cases

This section eliminates the mandatory minimum State supplementation for
those individuals who, after September 1977, are (1) no longer residents of
the State to which such rules apply, (2) receiving income greater than their
December 1973 income, (3) in certain public institutions and ineligible for
S8I, and (4) ineligible because of excess resources.

‘We support this provision because it will help to eliminate the inequities
involved whenever special treatment is afforded one group of beneficlaries
over others, There would be no increased Federal costs, but States might
realize some small savings.

Section 108: Monthly Computation Period for Determination of Supplemental
Security Income Benefits

This section provides that SSI eligibility and benefits be determined on a
monthly rather than a quarterly basis.

We support this proposal. In addition to simplifying the administrative oper-
ation of the program it would prevent the recipient, who receives a large,
unexpected sum of money in the last month of a calendar quarter, from being
found ineligible for some or all of the benefits he may have received in the
prior months of the quarter.

Although a definite cost estimate cannot be made, we believe it would not
be excessive.

Section 111: Exclusion from Income of Certain Assistance Based on Need

This section eliminates any reduction in SSI resulting from assistance based
on need that is given to an individual by a private charitable agency.

This provision is intended to remove the disincentive in present law for
private charitable organizations to provide assistance to SSI recipients. We
believe the cost of this provision to be negligible.

Section 115: Attribution of Sponsor's Income and Resources to Aliens

In our view, a solution to the problem of public support of aliens shortly
after their cntry into the country should come from a carefully coordinated
effort to revise policies, and possibly laws, to relate the conditions under which
we permit aliens to remain in the country to the conditions under which we
permitted them to enter. Broad-based reforms are needed to give rational and
effective meanings to the pledges given by immigrating aliens and their
sponsors. We would not oppose, however, a change in the law to restrict SSI
eligibility of allens whose entry to the United States was gained through
assurances of financial independence of public sources. Therefore we can ac-
cept the restriction that would be imposed under this provision because it has
limited application and is aimed at those who would abuse SSI and does not
treat all aliens as manipulators of the system, even though we do not feel it

is an ideal solution.

Section 504: Child Support Enforcement Program

We favor recent legislation which would extend through fiscal year 1979
the Federal matching funds for child support enforcement services to non-
AFDC families. In addition, we think the provision of H.R. 7200 which would
limit Federal matching to those nonwelfare individuals whose incomes does
not exceed 200 percent of the AFDC standard of need should be enacted.

Section 505: Federal Financial Participation in Certain Restricted Payments
Under AFDO

We support the provision to remove the limit on AFDC vendor payments
to providers of utility and housing services voluntarily authorized by the
AFDC reciplent. While the current limitations on vendor payments were put
into law to protect reciplents from coercion and to allow the freedom to man-
age their own financlal affairs, it is our belief the current system denies finan-
cial management options to welfare clients available to others in our soclety.
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APPENDIX B

DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE,
May 10, 1977.
HoN. WALTER F. MONDALE,
President of the Senate,
Washington, D.C.

Deag Ma. PresiDENT: Enclosed for the consideration of the Congress is a
draft bill “To amend title IV of the Social Security Act to adjust the amount
of income to be disregarded in determining need under the Aid to Familics
with Dependent Children program and for other purposes.”

The draft bill would make several amendments related to the Aid to Fami-
lies with Dependent Children (AFDC) program.

Section 1(a) would eliminate the requirement, currently imposed by sec-
tion 402(a) (7) of the Social Security Act, that & State must consider, when
determining need under the Ald to Families with Dependent Children program,
any expenses reasonably attributable to the earning of income. :

Section 1(b) would amend section 402(a) (8) (A) (1i) of the Social Security
Act to “substitute for the current work-related expenses provision of sec¢-
tion 402(a) (7) & new income disregard in lieu of such work-related expenses.
This amendment would require States to disregard, for purposes of deter-
mining need, an amount equal to any expenses which are for the care of a
dependent child and are reasonably attributable to the earning of income.
States would be required to set reasopable limits on expenses which could be
covered by this provision. However, instead of requiring the disregard of other
itemized work-related expenses, the amendment would require States to dis-
regard a percentage of total earned income. The percentage would be limited
to not less than 15 percent nor more than 25 percent, and would be required
to be uniformly applied throughout the State. The amendment would thus
eliminate, with respect to all work-related expenses other than day care, the
necessity to measure or predict the actual level of such expenses on a case-
by-case basis. By requiring the disregard of a percent of gross income, the
amendment takes into account the tendency of work-related expenses to rise
along with income. .

As under current law, subsection (b) would retain a disregard for the pur-
pose of providing a work incentive. In addition to the income disregards de-
scribed in the preceding paragraph, the amendment would require the disregard
of the first 330 of earned income plus one-third of the remainder (after first
deducting $30, any actual child care expenses, and the standardized disregard
which would be established by the bill in lieu-of work-related expenses). Sec-
tion 1(c) would make a conforming change in section 402(a) (8) (D). Sec-
tion 1(d) would make the amendments effective with respect to payments for
amounts expended by States after September 1977.

Section 2 of the draft bill would amend title XI of the Social Security Act
to authorize the Secretary of Health, Education, and Welfare to reimburse
States for fifty percent of the administrative costs incurred for the certifica-
tion of recipients of ald to families with dependent children for food stamps,
as well as to reimburse Puerto Rico, Guam, and the Virgin Islands for fifty
percent of their administrative costs incurred for the certification of recipients
of aid to families with dependent children and of recipients of adult assistance
for food stamps. It is currently the policy of the Department of Health, Edu-
cation, and Welfare and the Department of Agriculture to relmburse States
and the territories for a portion of the administrative costs incurred in certi-
fying recipients of aid under certain assistance programs for food stamps.
However, the authority for such reimbursement by this Department has never
been clearly specified in legislation.

Section 8 of the draft bill would amend section 458 of the Social Security
Act, which currently requires incentive payments to States and political sub-
divisiong to encourage both interstate and intrastate cooperation by jurlsdic-
tions in enforcement and collection actions under the child support program
authorized by this IV-D., The Department has found that the incentive pay-
ments in interstate cases have been costly to the federal government relative
to the benefit and difficult for both States and the federal government to
administer. Our proposal would therefore limit the provision of incentive
payments to political subdivisions (intrastate cases).

We urge the speedy consideration and enactment of this draft bill by the

Congress.
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~
The Office of Management and Budget advises that enactment of this draft
hill would he in accord with the Administration’s objectives.

Sincerely,
' JoSEPH A. CALIFANO, Jr.,
- Seoretary.

Enclosure.

A BILL To amend title IV of the Social Security Act to adjust the”amount of fncome
to be disregarded in determining need under the Aid to Families with Dependent

Children program and for other purposes

Be it enacted by the Senate and Housc of Representatives of the United
States of America in Congress assembled,

WORK EXPENSE DISREGARD

SecTION 1. (a) Section 402(a) (7) of the Social Security Act is amended by
striking out “as well as any expenses reasonably attributable to the earning
of _any such income".

(b) Section 402(a) (8) (A) (1) of such Act is amended by striking out “the
first $30 of the total of such earned income for such month plus one-third of
the remainder of such income for such month” and inserting instead ‘the
first $30 of the total of such earned income for such month plus an amount
equal to any expenses (subject to such reasonable limits as the State shall
prescribe) which are for the care of a dependent child and are reasonably
attributable to the earning of any such income plus an amount which the State
shall establish in lieu of disregarding other expenses reasonably attributable
to the earning of any such income (which amount shall be a per centum,
applied uniformly throughout the State, of not less than 15 per centum nor
more than 26 per centum of the total of such earned income for such month)
plus one-third of the remainder of such income after deducting $30, plus the
amount equal to any expenses (subject to the lmits prescribed by the State)
which are for the care of a dependent child, plus the amount established by
the State in lleu of disregarding other expenses reasonably attributable to
the earning of such income".

(c) Section 402(a) (8) (D) of such Act is amended by striking out “was
in excess of their need” and inserting instead ‘“was in excess of their need
(after deducting from such income an amount equal to any expenses, subject
to such reasonable limitations as to amount or otherwise as the State shall
prescribe, which-are for the care of a dependent child and are reasonably
attributable to the earning of any such income plus an amount which the
State establishes pursuant to subparagraph (A) (1) of this paragraph in lieu
of disregarding other expenses reasonably attributable to the earning of any
such income)”,

(d) The amendments made by this section shall be effective with respect
to payments under section 403 of the Social Security Act for amounts ex-
pended during calendar months after September 1977,

FEDERAT PARTICIPATION IN THE COST OF CERTIFYING FOR FOOD STAMPR RECIPIENTS OF
CERTAIN AlD OR ASBISTANCE UNDER THE S0CIAL SBECURITY ACT

Skc. 2. Title XT of the Social Security Act is amended by adding after section
1131 the following new section :
“FEDERAL PARTICIPATION IN THE COBT OF CERTIFYING FOR FOOD STAMPS RECIPIENTS OF
CERTAIN AID OR ASSISTANCE UNDER THE SOCIAL SECURITY ACT

“Sec. 1132, (a) Tn addition to any amount to whieh a State is entitled under
section 3(a), 403(a), 1003(a), 1403(a), or 1603(a) (as that section applies
in Puerto Rico, Guam, and the Virgin Islands), the Secretary shall pay to
each State an amount equal to 50 per centum of the administrative costs
Incurred by the State in the certification for food stamps, under the Food
Stamp Act of 1984, as amended, for recipients of aid or assistance (other than
medical assistance to the aged) under a State plan approved under title I, X,

XIV, or XVI or part A of title IV,
“(b) The lmitations imposed by section 1108 of this Act on the amounts

payable to Puerto Rico, Guam, and the Virgin Islands pursuant to certain
titles of this Act shall not apply to payments required by this section.”
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* ', . ICHILD SUPPORT INCENTIVE PAYMENTS TO LOCALITIES

SEC. 8. (a) Section 458(a) of the Social Security Act is amended by striking
out ‘or one State makes, for another State,” by striking out *(either within
or outslde of such State),”, and by striking out “or such other State”.

(b) The amendments made by subsection (a) shall be effective after Sep-

tember 80, 1977.

TO STANDARDIZE AFDC WORK EXPENSE DISREGARD IF STATES STANDARDIZE WORK-RELATED EXPENSES AT 15
PCT, 20 PCT, OR 25 PCT, OF GROSS EARNED INCOME

15 pet 20 pet 25 pet
National totals . . ..cceee... [ ————— ceun $172, 190, 652 $119, 446, 474 $79, 560, 771
1 Alab .
2 Alaska . .
3 Arizona...... 111,223 (93,572) (219, 554)
4 Arkansas...... O I RO PPy
5 California.coeeveececcnccsnansnscnaocomsemnncensona 26, 743,571 15, 019, 750 14, 217,568
g Colorado.... - ————— ——— 2,277,414 1,937,819 733,223
8 Delaware......... . .
.9 District of ColUmDIa. cancueeamcereen e pts oo e .
lorida. - 2, 845, 036 1,744,279 643, 471
GOOIRIA. .o ceeeernrmnrncenanaecscecanvasacanoncens 8,617,3% 6, 284, 159 3,950, 922
HaWaIl. e encececmammcmnnvuan P, w——rn. o
, 798, 096 1, 683, 047 (436, 858)
, 194, 107 2,079, 088 , 07.
61 , 573, 897 1,966, 437 1,358,978
, 270, 346 873,760 477,118
, 170, 900 2,497,918 1,729, 9
982, 34 648, 14,
4, 720, 682 3,736, 441 2,752,195
Y 6,71}, 706 4,353,978 4,030, 841
10, 097, 451 7, 608, 506 5, 119, 560
! 4,196, 316 3,232,068
i P , 458, 479 2, 157, 006 855, 528
Missourt... 14, 370, 612 11, 053, 879 7,731,140
27 Montans. ... L aeee
%g Nebraska. .
30 New Hampshire... - S "
31 New Jersey..c.eemeeceremonnenseccommacacnscncnannn 9,121,058 7,121,0115 5,120, 97
32 New Mexico....... sssesaunssezazazznncne meccesssesose anmcevesgennsenna N
33 New York..... 13,262,133 10, 163, 836 7,943, 3
34 North Catolina , 582, 821 . 992, 455 8
307,