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THE FAMILY ASSISTANCE ACT OF 1970

TUESDAY, JULY 21, 1970

U.S. SE.NAT,
COmIMIrrrITF, O FINANCE,

Was~hngton, D.G.
The committee met, pursuant, to recess, at, 10:10 a.m. in room 2221,

New Senate Office Building, Hon. Russell B. Long (chairman) pre-
siding.

Present: Senators Long, Anderson, Talmadge, McCarthy, Harris,
Byrd, Jr. of Virginia, Williams of Delaware, Bennett, Curtis, Miller,
Jordan of Idaho, Fanning, and Hansen.

OPENING STATEMENT OF THE CHAIRMAN

The CHAIRMAN. The hearing will come to order.
This morning the Committee on Finance resumes hearings on 1.R.

16311, The Family Assistance Plan of 1970, as modified to reflect ad-
ministration suggestions submitted to the committee in June.

The family assistance plan is a massive and costly experiment. It
proposes to add 14 million Americans to the welfare i:ols.-n the State
of Mississippi, 35 percent of the total population would become wel-
fare recipients. In Indiana, the number of persons on welfare would
be increased 790 percent of the 1969 level-9 times as many people.

In terms of money, the revised family assistance plan's cost to the
Federal Government is a staggering $9.1 billion-$0 00 million more
than the administration's estimates of the cost of the bill as passed by
the House, and more than $4 billion over the Federal cost of the exisi-
ing system. A program of this dimension, when measured in light of
its impact on the Federal budget and the administration of the public
debt-ovr which this committee also has legislative responsibility-
demands the sharpest analysis and the most thought-provoking analy-
sis this committee can provide.

It was our hope, when the administration took the family assistance
plan back for further study after our 3 days of hearings in April and
May, that they would work to improve the bill and make it a better
piece of legislation. Perhaps in some areas it is improved. But in sig-
nificant respects, the new plan is a. worse bill-and a more costly bill
than the measure which passed the House. I cite these three important
areas of deterioration.

1. Unemployed father programs: In January of 1970, 450,000 per-
sons in families where the father was unemployed received welfare
payments. Under the administration revision, payments to every single
one of these persons would be cut substantially. Today 23 States have
this sort of unemployed father program. The Department's estimates

(39)
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assume all these plans will be ended. I am certain these States and the
people aided by these plans would not view this new feature of the
administration's family assistance plan as an improvement.

2. Limitation on welfare payments: In 22 States today, the welfare
plan provides payments of less than the full need as defined in their
statutes. The Hous bill protects welfare recipients in those States, as-
suring that they will receive as much in welfare under the bill as they
would under present law.

Under the administration's revision, however, the Secretary would
set State welfare payments based on the level paid a family with noincome. This will mean that thousands of welfare recipients would Le
cut off the rolls, and many thousands more would find their welfare
payments reduced substantially.

In my own State, for example, a woman with three children re-ceiving $1,600 annually in support payments receives welfare pay-
ments totaling $483 in a year. Under the administration revision, shewould be cut to $100. A widow with three children recei ing $2,000 in
social security payments would currently receive $228 in Louisiana.
Under the a dmimstration revision, she would be cut off welfare com-pletely and would also be ineligible for medicaid. Similar reductions
or cutoffs would come about under the administration revision in 21
other States.

Can anyone imagine people, who would lose their aid because of theadministration change, looking on it as an improvement? I think not.3. Administration discretion: One of the-things the committee com-laied about during the course of its initial hearings on the welfarebill in April and May was the large number of instances in the bill
giving the Secretary discretion to set policy. Yet, when members ofthe committee askedthe Secretary what his policy intentions were, he
did not know the answer. Some essential matters were involved.For example Senator Talmadge questioned the Secretary regarding
discretions on the gross income limitation. He said:

Why is it necessary to give the Secretary such absolute discretion as to thelevel of gross income from business or farming which will make a family in-
eligible for benefits?

Secretary Finch replied,
We would like to help the committee in that area, because it is a very trouble-some one. We tried with theWaysand Means Committee to flnd a clear-cut test.But as you get into the farming situation, and into the business situation, where

a han can write off or spread out his profit or take it at a certain time there aredifferent problems. We frankly don't have the answers to these problems.
Senator Talmadge then asked:
If the Congress passes it in its present form, what limits do you intend to

set?
Secretary Finch's response was typical of much of the hearing:
That is not something that we have yet decided, Senator. We are going to

have to come back to the committee with another specific recommendation.
He continued:
We will have to come back to the committee with an answer that I in not

prepared to give you right now.
Despite the 6 weeks spent by the administration in reconsidering

their welfare proposal, they still have not given us any idea whattheir policy will be and what standards they intend to apply in this
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or in many other areas where, the House bill grants complete discre-
tion to the Secretary of Health, Education, and Welfare.

Furthermore, the administration revision adds major new areas of
Secretarial discretion-again, areas in which we have no idea of their
policy. Under the administration revision, for example, the Secretarywouli define family relationships on a nationwide basis for welfare
eligibility purposes. The Secretary would decide when and wherechild care facilities will be constructed. The Secretary woul deter-
mine the social services a State-must offer and would set minimum
performance standards and goals. The Secretary would set the Fed-
oral matching share for consolidated State health education and we-
fare programs. The Secretary would decide which Governors and
which mayors would receive the new assistance grants and how much
they would receive. The combination of these (iscretionary features
liberally construed, could add $1 billion to the cost of the program.

Whemi one stops to think of the tremendous power this bill gives the
Secretary of Health, Education, and Welfare, he can begin to under-
stand why it is an affront to good legislators who feel-they have a
right to know what the bill they are acting on actually does. With-
out knowing the standards intended to be applied in admninistering
this massive new program, a Senator wouhl l)e doing a disservice to
the people he represents if ie were to blindly endorse the vast delega-
tions of discretion granted by this bill.

This question becomes even more important when it is noted thatboth Secretary Finch and Secretary of Labor Shultz, who were thi,
chief administration arcliitects of "the family assistance plan, have
been replaced and no longer serve in those capacities. We never
learned how theNv intended to exercise their diseret ion.

We do not yet know how the new Secretary of Health, Education,
and Welfare, the Honorable Elliot L. Richardson, and the new Sec-
retary of Labor, the Honorable James D. Iodgson, plan to administer
this discretion) and so far as we know, neither of them took part in
the policymaking process that lead to the family assistance plan. Nordo we know how long either of them will remain in office, or how their
successors will apply the discretion they would inherit under this
bill.

This is a major bill. It involves 25 million people and costs $9.1
billion. In the ordinary course of our work, I would be charged with
presenting it to the Senate for debate after the committee work is
completed. It would be my responsibility to defend the bill and answer
the questions of other Senators about its content.. But, on the basis of
the information which has been provided the committee up to this
point by the sponsors of this legislation, that is an impossible task
they would place on me. Too much depends on the attitude of the
Secretary of Health, Education, and Welfare, and we have not been
fairly advised about the standards which would be applied in ad-
ministering the bill's many discretionary features.

Workfare, not welfare.-Personally, I believe the Senate should be,
and will be, given an opportunity to vote on welfare reform this year.
In my judgment, a majority of the committee agrees with me that
the present welfare system is a shambles, and that it should be either
thoroughly overhaal6d or completely replaced. The concept-work-
fare, not welfare--on which this bill has been advanced offers the hope

44-527--7o--pt. 2-2
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of dignity and self-reliance to people who have suffered for too long
the indignity of welfare and dependence.

If we can write a bill which encourages work and discourages idle-
ness-rather than discouraging work and rewarding idleness as the
present system and the House bill does-then perhaps we call truly
end tihe 'welfare generation" and in doing so, solve one of the most
perplexing domestic issues of our time.

I might say parenthetically that bad as the system is the mind of
man is still capable of making it worse.

We are pleased to have as our first witness the Honorable Elliot L.
Richardson, Secretary of the Department of Health, Education, and
Welfare. Mr. Secretary, we remember the tremendous job you did last
week when you testified on the Social Security bill in your first ap-
pearance before this committee. I know you will be an able witness on
this legislation. We look forward to hearing your testimony, and I
urge Senators to resist the desire to ask questions until you have com-
pleted your statement in chief.
Senator I-IAR11s, I would like to make a brief beginning statement,

if I might.
Mr. Chairman, I share in some of the concerns which you have ex-

pressed about the changed bill. As I have'stated earlier, It am hopeful
that substitute legislation can be adopted by the committee which will
carry out certain fundamental principles tiat I think are required if
we are to have true welfare reform, which is greatly needed.

As I have said before, I believe that the $1,600 level of payment
in the bill before us is inadequate; I believe that it is not right to
require mothers of school-age children to go to work against their
will; I believe that we do not in this bill have suggestions for ade-
quate incentives for work, allowing a peron to ret in more of what
lie earns; I believe that there is a deficiency in this bill in that we
require a recipient to take a job no matter whether or not it comes
up to any basic standards of pay, which I think should be required;
and furtlmrmore, as I have said before we talk about workfare and
about jobs, about people going to work when, as a matter of fact,
we have less work in this country than we had before, and I believe
that we ought to add to this bfila program for expanding public
and private opportunities for employment.

I am deeply disturbed, Mfr. Chairman, by the change in this bill,
the regressive change in this bill which goes back on what the Senate
has passed on in regard to unemployed fathers so that we Would
perpetuate and, as a matter of fact, if the adminitration's changed
bill is adopted, make worse the present welfare-system which tends
to force a father out of tie home in most of the States in this country
so that his family will be eligible for assistance, thereby further
helping to deteriorate families in this country, and I ani appalled that
the administration would recommend that we do that.

I am also very disturbed by the limitation on welfare payments
which is recommended here, and I think.that these are matters that. this
committee should go into in great detail, and I hope that we will be
able to improve upon this bill.

But, whether or not the suggestions which I bave made and intend
to make in the course of this committee's consideration of this billI

I
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are agreed to by the committee, I intend at the appropriate time to
move that the bill in one form or another be reported out by this
committee as a part of the social security bill, so that the Senate itself
will have an opportunity fully to consider welfare reform and all
suggestions for improving it.

As I say, I hope the bill can be improved in the course of the hear-
ings and of the executive sessions that we have thereafter, but, one
way or another, I want the Senate to have the full opportunity to
consider this matter.

Thank you, Mr. Chairman.

SENATOR HANSEN18 SUILIrORT FOR GOAIS OF" TiE PRESIDENT

Senator IA Nsm.T. May I be permitted to make a very brief state-
ment?

I first want to applaud you for the excellent job you did in, stating
some of the concerns, some of the misgivings, some of the doubts that
I suspect are shared by everyone on this committee.

I subscribe completely to the goals that the President has set for
us in welfare reform. I think that the welfare system does need an
overhaul, a complete overhaul. I think that we need to devise some
new laws which will give incentive to people to work. I dont think,
despite our misgivings about the present bill that the approach that
has been suggested by my very good friend and distinguished col-
league from Oklahoma would afford the change though, that could
avoid many of the pitfalls that have been discovered in tile present
legislation.

If we get a substitute bill out on the floor of tihe Congress, it just
occurs to me that we would get so badly mixed up between politics
and welfare that we might lose sight of the goals that the President
does have and I can't think that the Congress, either body, would
have sufficient opportunity to explore the ramifications of the propo-
sals to come up with foolproof answers. So I would hope that we do
not take that approach either because to me it would be wrong.

I know that a lot of people share the feeling of the distinguished
Senator from Oklahoma that mothers with children should not be
asked to take jobs, but I am aware also of the fact that there are a lot
of mothers in this country who are supporting their families who do
work and who would probably like to have more time with their
family if they could, but they'can't afford that luxury because they
are too busy making a living. I just want to say that as we seek to
overhaul welfare reform in this crucial election year, let's not get
mixed up, let's not deceive ourselves as to the importance of a studied
analysis and survey of whatever kind of legislation may be before
us and make blunders and take steps that wold result in the very sort
of thing you referred to when you said-I am paraphrasing what you
said-espite all of the defects that we find i the present system,
we are still capable of making it even worse. I would hope that we
do not do that.

Thank you, Mr. Chairman.
Tie CIAIII.MAN. Secretary R icha rdson.
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STATEMENT OF HON. ELLIOT L. RICHARDSON, SECRETARY OF
HEALTH, EDUCATION, AND WELFARE, ACCOMPANIED BY JOHN
G. VENEMAN, UNDER SECRETARY; ROBERT PATRICELLI, DEPUTY
UNDER SECRETARY; AND HOWARD A. COHEN, DEPUTY ASSIST-
ANT SECRETARY

Secretary RICHADso-N. Mr. Chairman, members of the committee,
I feel strongly tempted to take advantage of the ominent to offer a
few observations on, if not rebuttals to, some of the criticisms that
have been expressed about the administration's proposals. But I shall
restrain that impulse.
The C1HAIRM.Ax. I compliment you on that. That will just invite

more rebuttal to the rebuttal.
If you want to make your prepared statement now is your chance.
Secretary RwiHARDSON. Mr. Chairman, I will do that. I am sure there

will be occasion for further colloquy with the committee on some of
these issues.

IIGIHEST PRIORITY PLACED ON YAP

So far as making the present shambles even worse is concerned, 1
can assure you, Mr. Chairman and your colleagues, that a great many
people who would generally be regarded as intelligent have worked
many long hours, first within the administration, and then within the
other body, to produce the document which is now before you.

As the President has said on a number of occasions, this program
is the highest prioity domestic legislation of this administration.
It embodies a fundamental reform of a badly designed, ineffective,
and expensive Government program-the ramshackle structure gen-
erally known as public welfare. I am glad to note we all seem to
be agieed on our appraisal of the existing system.

This administration's analysis of the current welfare system began
without preconceived notions or predetermined remedie3, beyond the
conviction that the antipoverty and welfare programs already on the
books were not working. Rather than helping the poor to njove out
of poverty, they had perpetuated poverty and encouraged dependency.

The sole directive given to the analysis charged with reexamining
the welfare system was to focus on the problems inherent in the cus-
todial approach to poverty. If the system was found to be badly in
need of repair, or if it was to be completely replaced, then the Presi-
dent wanted particular attention paid to the possibility of construct-
ing a more remedial approach to welfare. If it were at all feasible,
lie favored a system directed toward encouraging the natural instinct
of people to help themselves to become contributing members of our
economic and social system.

Guided by this general approach, the administration's analysis of
the problems began a few weeks before the inauguration, with the

appointment of the President's Transition Task Force on Welfare.
After the inauguration, a special subcommittee" of the Urban Affairs

Council, chaired by former Secretary Robert Finch, continued the
principal analysis.'That examination of this very complex field con-
tinued unabated through numerous meetings ot the Urban Affairs
Council and ultimately involved dozens of experts in and out of
Government.
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The process was inductive, not deductive. The reform principlesaround which the family assistance plan was originally designed were
shaped to overcome the specific deficiencies revealed by careful study
of the current system. These principles in turn, have determined the
operational features of the plan. The whole was refined and strength-
ened through the patient and painstaking reexamination and rein-
forcement which it received at tei hands of the House Committee on
Ways and Means. I look forward to working with you, Mr. Chairman,
the committee, and the committee staff to strengthen and improve the
plan still further.

To this end, -Mr. Chairman I would like to review quickly the
process that has led us to this historic stage in the Nation's develop-
rnent of a fair and adequate program of family assistance.

THE FAILURE OF THE CURRENT WELFARE SYSTEM

The first conclusion compelled by the administration's analysis of
the current system was that it is not a system at all, but a confused
clutter of many systems. From this has flowed disparity, inequity,
and inefficiency.

1. Geographic inequiti-Fs: The Aid to Families with Dependent
Children program is in reality 54 different programs in 54 different
'urisdictions. It provides no national standards for benefits or eligibil-
ity ceilings. AFDC payments vary from an average of $46 per month
for a family of four in Mississippi to $265 for such a family in New
Jersey. The disparity in payment levels is aggravated by complicated
State-by-State variations in criteria for eligibility and methods of ad-
ministratioij: Each State has its own prescription of need standards,
assets tests, incapacity tests, and requirements for school attendance
and the age of children who can receive benefits. Furthermore, the
day-to-day administration of the program has varied widely from
State to State and locality to locality in terms of equity and respon-
siveness to the needs of recipients.

To make matters worse, this galaxy of welfare systems has uncon-
trolled access to Federal resources and their allocation. Each State
establishes its own benefit levels, and the Federal Government has an
open ended obligation to provide whatever funds are necessary to
match them.

The result is not only a potentially unmanageable drain on Federal
resources, but also the creation of a sstem in which the Federal Gov-
trnme,t is forced into the position Of discriminating sharply in its
treatment of equally needy families in different States. In those States
Sin which the benefit level, and, consequently, the Federal contribution,
i3 low, this inequitable treatment has )roved costly in ultimate terms.
We have had to spend vast sums of money for rem'dial medical, nutri-
tional, and educational programs in attempts to rectify the unfortu-
nate. situation which the low level of funding in welfare has produced.

2. Complex and inefficient administration: The paperwork and red-
tape associated with welfare have become notorious. Elaborate budg-
eti of need are constructed, entailing an item-by-item investigation of
the family's situation. State standards of need often bear little rela-tion to atual payments, and complicated formulas using rateable re-
ductions and maximum payments are applied to calculate actual bene-
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fits. Minute adjustments are made to reflect changes in tile compositionof the family and the ages of its members, or as special needs arise.The resulting Papjerwork inundates social workers. The baroque ad-uin istrative organization is fraught with error, and is largely incom-preliensible to recipients and the public alike.8. Services: The complex, localistic, and punitive character of thepresent welfare system destroys, in large part, the ability of the socialworker to provide badly needed services to the reciPieit family. Notonly are social workers overburdened with paperwork, but they areAlso forced into the role of policemen and guardians of the public* m e -a role which has often been felt to be antagonistic to tle client.ThliS Prevents social workers from becoming recipients, counselors.Thus most recipients are deprived of opportunities to talk with social.workers and benefit from theirprofessional tra n skills.4. Inequitable treatment of the working poor: The most strikingdefect. of AFDC, however, and the reason that it cannot be reforsimply by adding national standards or streamlining administration.is its artificial restriction of eligibility. Since 1935, APFDO eligibilit)has been confined by the uncritically accepted notion that familhsheaded by a full-time male worker do not need assistance. AFDC wasaccor dingly designed for families headed by women and shape(] lthe belief female heads of households could not and should not be re-quired to work.
The unfortunate truth, of course, is that the assumption on WhichAFi)C rests-that the income of full-time workers is by definitionf(leqate-is simply not valid for large numbers of families. in 19IlS..39 percent of tho poor families with children in this country wereheaded by full-ture workers. Their poverty is seldom the result ofa defect of character or a failure to try. It is rather the result of theinescapable fact that large numbers of'jobs, for a variety of economicreason., just do not pay an adequate wage-especially for persons withlare families.
This committee recognized in its 1967 work incentive amendmentsthe importance of supplementing the income of working women.The so-called 30 plus i. formula isthe law today. But in no State isany federally assisted welfare available to families headed by full-time workrn men who earn poverty waes~the working poor.'While

these families may be in equal financial need with families who arehelped, they are not entitled to receive Federal public assistance undercurrent law.
This is the heart of the problem of the working poor. AFDO eligi-bility involves exclusions which cannot be morally or rationally sus-tanledl. We have produced a system which reaches only 34 percent ofthe poor children in the country. We have backed ourselves into asitllation in which we will he$p men who don't work (under theA 0-Unemployed Fathers program), but we cannot help those whodo work.
Under current- law, it is easily possible for a man on welfare whodoes 1.o work at all tobe economically better off-than a man who worksfull tine. Buiti I believe that every man who i§s )ihyically able to workshould be required to do so, and that, it should be in his interest todo so. Vnder present, law. as a result of the 1967 amendments, APD-IlF contains a work requirement. If a man complies with this require-
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ment, however, he very often will be economically worse off than if
he manages to evade the law. Thus we are telling him to penalize him-
self financially by taking full-time work. This is a greater sacrifice
than we require of even the taxpayer in the highest bracket.

This inequity inflicted on the working poor is not rare. In 1968,
over one and one-half million families-consisting of about 7.8 mil-
lion persons-were headed by full-time workers and were still in pov-
erty. Many of these people lived next door to welfare recipients who
were economically better off than they were.

This unwise and unjust public policy has had predictable results
in terms of social tension. First, an understandable discontent has
been generated among those who are excluded and who see others no
worse off than they are being assisted. Second, ominous racial over-
tones haie developed, since current AFDC recipients-those who are
helped-are about 50 percent nonwhite, while the working poor-
those who are excluded-are about 70 percent white. This country
can no longer afford to have one of its most important and needed
antipoverty efforts viewed, by many of its citizens, as a divisive, unfair,
and arbitrary failure. Such a view does not help to bring us together,
does not promote understanding among 1)eople, and does not help to
restore public confidence in the wisdom o our social policies.

5. Work disincentives: A further consequence of the exclusion of
families headed by working men from AFDC is that it produces
wrong-way work incentives-incentives which encourage less work,
not more. We have created a program which penalizes rather than
rewards work, a result out of character with our cultural heritage.

There are, in fact, three different types of disincentives to work built
into AFDC, as Secretary Finch pointed out in his testimony on
April 29.

First is the problem created by the 1967 amendments as they relate
to State need standards: A working woman is not eligible for welfare
support, under present law, if her earnings are in excess of the State-
defined need standard. However, a working mother who happens to be
earning less than the need standard becomes eligible for suplementa-
tion of her wages even beyond the need standard through application
of the "30 plus one-third' earnings incentive formula.

The CHAIRMAN. Would you mind stating the rule, Mr. Secretary,
for clarity I

Secretary RICHARDSOX. Well, the rule in question, Mr. Chairman-
The CHAIRMYMAN. The "30 and one-third" rule.
Secretary ]RICHARDSON. (continuing). Provides that the AFDC

mother who goes to work may receive $30 a month of her wages without
any loss of AFDC benefits !or her family. For earnings in excess of
$30 a month, she loses $1 in AFDC benefits for every $1.50 she earns.
In other words, she is allowed to keep one-third of her earnings above
$30 a month. And it is the consequence of that rule which I was about
to describe.

The CITAIRM-IAN. They were worse off without that.
Secretary RICHARDSON. It was designed as an incentive. The point

we shall try to demonstrate here, is that the effect of the rule was that
a woman who -

The CHAIRMAN. My only point is insofar as you have the. "30 plus
one-third" rule, that that ls much better than nothing. There used to
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be a complete cutoff of welfare to the extent of the earnings that she
made. So insofar as we have that at least that is an improvement over
what we had prior to that time. That is what I had in mind. I thought
you ought to explain it so we would understand it.

Secretary RICHARDSON. I think this is true. It was a measure which
added a degree of incentive which had not been in the law before.

The CI n MA-. I would like to have been more liberal but that was
the best I could get at the time.

Secretary RIcm msoN. I am not suggesting that it wasn't a step
forward. I was pointing out it has created an incidental inequity which
we think the present administration proposal properly corrects. It
preserves, in effect, the positive contribution of the 1967 admendment
while going further in the right direction.

Reverting to thebottom of page 8 of my statement:
A working mother who happens to be earning less than the need

standard becomes eligible for supplementation of her wages even be-
yond the need standard through application of the "30-plus one-third"
earnings incentive formula. Once on welfare this woman could easily
have a totl net income of earnings plus welfare which is higher than
the income of the woman who has only earnings. In some States a
mother who has only earnings. In some States a mother of three chil-
dren can earn as much as $9,000 a ear and still qualify for welfaresupplementation by virtue of the "30-plus one-third" rule and 'the
other exemptions-work-related expenses, health insurance, and man-
datory payroll deductions, to mention three--that States may allow in
addition to the federally mandated "30-plus one-third" rule.

Second, the current welfare program has a built-in incentive for
men who are employed part time to keep their work effort limited and
not seek full-time employment. Under the AFi DC-unemployed fathers
program, only families headed by fathers working no more than 30
hours per week-or 35 hours, at each State's option-are eligible. Thus,
a father on welfare is better off working, under the "30-plus one-third"
formula, only if he doesn't work more than 30 hours per week. If he
works more than that, he is suddenly no longer "unemployed" under
the regulations, and -he loses the supplemention provided unler the "30-
plus one-third" formula. This measurement by hours means that men
are worse off working full time and receiving a welfare supplement.
Nor is the problem solved by simply changing the regulation to de-
crease the number of hours used to define unemployment, for that
only moves the notch to a lower point on the earnings curve, leaving
men with an incentive not to seek even palt-time jobs which entail
more than the permissible number of hours of work.

This, of course, is inherent in the problem of coverage. We will
come to this further on in my statement where I discuss the earlier
criticisms of this program raised by the committee insofar as there
were built in notches.

Third, a work disincentive is produced by the exclusion from AFDC
of male full-time workers, which I have already described. Many of
these men would faro better on welfare than they do by working. In
fact, any male head of a four-person family earning less than $1.85
per flour in a full-time job in Illinois, or $2.16 per hour in Now York,
would have, more cash if lie were on welfare. Such a work incentive,
which is the result of a public program, rather than of any free-market
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forces, is not justified by any countervailing social policy that I can
discern.

6. Family breakup incentives: The exclusion of tjhe working poor
from federally aided assistance has yet another perverse effect-en-
couragement for families to dissolve, or for couples never to marry.
In situations in which a full-time workingman is not making as much
as his wife or the mother of his illegitimate children could receive in
welfare benefits, the couple is better off financially if the man leaves
the home.

The family stability problem, to be sure, is very complicated. It
has many causes rooted in the complex social problems of industrial-
ization and urbanization. W do not understida all the intricacies offamily dissolution, nor do we have data that show a definite cause-
and-effect relationship between welfare and family instability. But
we do know that over 70 percent of the fathers of families currently
On AFDC are "absent from the home," and that the present welfare
system provides a prima face incentive for breakup. Our current
welfare law clearly discriminates against those intact, poor families
who are making substantial efforts to work themselves out of poverty.
This seems vicious and irrational. Socially, it is a self-defeating
policy-one which tihe poor themselves see as exacting the pound of
flesh of family breakup as tihe price for income supplementation.

7. Adult categories: The present system also produces severe prob-
lems for the adult, assistance categories, although the crisis here is
more muted. The same geographical inequities and administrative
complexities exist for these categories as exist for AFDC. The adult
programs also contain other features which are of more serious
import.

In many States, the program of Old Age Assistance, Aid to the
Blind, and Aid to the Permanently and Totally Disabled are funded
at truly pitiful levels. Most of the recipients in these categories can-
not be'expected to work or receive substantial assistance from rela-
t ives or friends, but the system nevertheless allots them only tiny sums.

Also, the States control eligibility rules and administrative proce-
dures, resulting in anomalous variations in assets tests, rules on rela-
tives' responsibility, and work incentives from State to State.

TIlE BASIC PRINCIPLES OF FAMILY ASSISTANCE

Confronted with the glaring deficiencies of the existing welfare
system, the President concluded that nothing short of fundamental
structural reform woulddo. lie could not in good conscience propose
hew patches on a jerry-built system defective to its foundation.

I want to emphasize again that, this administration did not. enter
office determined to put into effect the specific kinds of welfare re-
forms which we have p proposed. Neither the philosophy of the Presi-
dent nor our current ly-restricted budgetary situation would have
permitted us to propose such revolutionary and expensive legislative
initiatives unless we were convinced that they were inescapably neces-
sary.

The reform principles underlying family assistance are thus in
every instance traceable to the foregoing analysis of what is wrong
with AFDC. I have elaborated those wrongs in the hope that the
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committee would see that the recommended solutions flow from the
basic defects of current law. I can summarize our cornerstone prin-
ciples as follows:

1. Uniform national standards through establishment of a floor
under welfare benefits, requirement of a new financial division of
labor between Federal and State levels of government, and national
eligibility rules;

2. More efficient administration through simplified application and
benefit calculation procedures, separation of services from cash bene-
fits, consolidation with other related programs, and Federal
administration;

3. Strengthened work incentives and requirements through the
elimination of "income notches," expanded training and day care,
and mandatory work reistration;

4. Inclusion of the working poor to achieve basic equity and anti-
poverty effectiveness; and

6. Reform of adult categories to achieve more equitable and effi-
cient programs.

I would like to discuss each of these fundamental points briefly
before taking up the central question of the working poor in greater
detail.

1. Uniform national standards: Family assistance will replace the
54 different State and territorial AEDO programs with a single pro-
gram for families. We would also substitute a single integrated adult
category system for the more than 150 different programs of aid to the
aged, the lind, and the disabled.

We must recognize that Americans are mobile people, and that
problems in one State have effects elsewhere. Poverty and welfare are
national problems requiring national solutions. Foremost in any such
national solution must be an effort to assure that citizens who live in
different States do not receive grossly different treatment at the hands
of their governments. We must insure that a minimum level of wel-
fare support exists nationwide, for the problems of low-paying States
like Mississippi today are the problems of high-paying States like
New York-and indeed, of the whole country-tomorrow. Family
assistance establishes such minimum support levels: $1,600 per year(plus about $860 in food stamps) for a family of four, and $110 per
month for individuals in the adult categories. b

But promulgation of a nationwide minimum benefit is not enough,
because low-paying States could abolish their family program, rather
than raise payments to the Federally mandated minimum. To avoid
this problem family assistance insures the provision of a minimum
benefit by ful Federal financing of that portion of the payment. The
States, assisted by 30 percent Federal matching up to the poverty line,
can then assure more adequate total benefits by supplementing the
minimum payment.

j This two-tier system has a further advantage over AFDC: it, limits
the present open-ended Federal funding commitment. The family
assistance plan returns to the Congiss the control over spending
which it should rightfully have. The basic payment to a family of four
is limited to $1,600 per year in Federal funds, and no matching is
provided for above the poverty line in supplemental paYments. he
States are protected in this arrangement through a "hold harmless"
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provision, which assures that they will not be required to spend more
on 'welfare in the future than they spend in fiscal 1971, adjusted for
cost-of-living increases. Many States will, ill fact, experience sub.
stantial fiscalrelief.

Finally, the national uniformity provisions require the establish-
ment of a single set of eligibility rules and program, standards for all
States. With a single major exception-varmation in levels of State
supplemeo:tation-we will have an income support system wlich treats
citizens in fumdamentally the same manner, no matter what State they
a l.O ill.

2. More efficient administration: National uniform eligibility rules
make possible another vital reform: simplification and streamlining of
the notorous welfare paperwork and administrative morass. Family
assistance terminates the present practice of basing benefits on minute
investigations and computations of family budgets. Eligibility for aid
would be determined on a simplified basis, which would include cross-
checks of earnings data and sampling of recipients reports as protec-
tion for tles ystem.

Strong incentives are provided for States to contract with the Fed-
eral Government to administer the supplementary payments, thereby
achieving economies of scale on a nationwide basis. Moreover, our
latest amendments would allow States to contract with the Department
for consolidated administration of all public assistance cash programs,
including food stamps and medicaid eligibility determinations.

3. Social services: Althought I understand, Mr. Chairman, I will
make a separate presentation on the administration's proposed social
service amendments this Thursday I would like to touch on them
briefly now. Family assistance would provide a new system for clients
to be referred to State and county social service agencies from which
they could obtain needed work-enhancing social services and
counseling. These amendments require a complete separation of wel-
fare eligibility functions and social services delivery, and incorporate
a major program expansion in the area of foster care and adoptions.

Particularly important, in my estimation, is the proposed part B
of the now title XX. It provides that if a Governor submits a con-
solidated plan which incorporates his social service program and one
or more other HEW service programs, he may transfer Ul) to 20 per-
cent of the total funds from any one included program to another.
This permits the States, for the first time, to shift Federal service funds
among program categories to better meet their own State and local
needs and priorities.

We believe that these new programs will revolutionize the current
social services situation. Tie social worker will no longer be the pol;ce-
man or the paper-ridden clerk, but will, in many places for tie first
time, be able to spend most of his or her time and energy counseling,
advising, and generally assisting cl'ents.

4. Inclusion of the working poor: As the members of this committee
know, important issimes are the most difficult ones. We think the single
most important issue which must be faced if we are to have meaningful
welfare reform is whether an income supplement for the working poor
is essential. This is a difficult question for some of you. Many argu-
ments support a negative answer. I believe, however, that an affirma-
tive answer to that question is inescapable. Four principal considera-
tions seem compelling to me:
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(a) The need to provide equity: Firt, very simply, coverage of th e
working poor eliminates the harshest inecjuiies of the present system.
If we require that men must work to be eligible for assistance, how can
we ill good conscience fail to ensure that full-tine workers are better
off financially than people who don't work? Failure to supplement the
incomes of full-tnne workers can make it profitable for them not to
work. A system which encourages evasion of work xequirements is un-
just and counterproductive. After carefully weighing the pros and
cons, we are convinced that to achieve equity in the system and for our
low-incoli6 population, we must include the working poor in family
assistance.

(b) Reinforcement of the free market system: Second, we believe
that granting public income supplements to low-wage workers is the
only effective way of dealing with the poverty and inequities to which
this group is subject while at the same time preserving a free market
system. Our economy creates unparalleled opportunities for workers,
but smultaneously creates disadvantages for a minority of workers.
A significant number of jobs at the low end of the wage scale is an
unavoidable result of a free market economy in which wages are set
prinnirly by worker productivity and competitive forces.

From this perspective, it is not unreasonable for the goveriIment toassume greater responsibility for providing those persons who are bear-
ing some of the brunt of our economic vitality with more income protec-
tion. Far from 'undercutting market incentives, a well-designed pro-grain of income supplements for the working poor bolsters the free
market economy.

(o) Work incentives: Third- quite aside from arguments based on
equity, it is impossible to establish a proper system of work incentives
and at the same time exclude the working poor. This committee hasbeen properly concerned that a consistent set of work incentives be
designed, and our latest proposals are substantially directed towardthat goal. Inclusion of the working poor in the casl maintenance and
medicaid programs-they are already included in the food stamp and
public housing progains-is necessary to ensure that people will always
be better off by working more.

(d) Antipoverty effectiveness: Fourth, we should extend income
supplements to the working poor to attack fundamental problems ofpoverty. As the committee knows, 39 percent of the poor live in families
headed by a full-time worker. At the same time, AIDC reaches only
35 percent of the pool, eildren in the country. Family Assistance, on
the other land, will reach 65 percent of all poor people and 100percent of all poor families with children. FAP payments to working
families with children will move ahnost 2 million persons across the
poverty line, and an additional 500,000 persons across the low-income
ine. I

This committee is also familiar with the effects of poverty on family
life, personal achievement, and social stability. We know that lo vincomes critically affect the diets families purchase, and that malnu-trition among children produces mental retardation and poor school
performance. This undercuts efforts to upgrade and enrich their
education.

Just as our various manpower prorams should be viewed as invest-ments in human resources, the family assistance plan should be seen
as an investment in the future of our children.
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Ii recent years, we have expanded family counseling programs,
enriched compensatory education, and instituted rehabilitation 1)ro-
grams for crminnl offenders and juvenile delinquents at high per
capita costs. These efforts are greatly needed, but they will be les
effective than they might otherwise be unless we also take greater and
more direct actions to increase the income of the poor and the children
of the poor.

5. Strengthened work incentives and requirements: As the com-
mittee knows, no principle in the family assistance plan is more
important to this administration than strengthening the work incen-
tives of the, current welfare system. I have already mentioned that
AFDC involves three critical "income notch" or work disincentive
problems. Family assistance as modified by our amendments trans-
mitted on June 11 completely eliminates all three of these problems.

Moreover, those amendments and the commitments which accom-
pany them will go still further, as I will explain later, and eliminate
the notch problems caused by other programs, such as food stamps,
public housing, and medicaid.

Finally, to make the work incentives and requirements ell'ective,
we have included a comprehensive program of manpower training
and child care, with over $600 million in additional funding. We
plan to train thousands of FAP recipients each year, teaching them
new skills and upgrading ol ones. We also plan'to provide day care
for every FAP family which needs it, both while its breadwinner is
engaged in training and after he has taken a job.

Building on the initiatives which this committee undertook in
1967, the family assistance plan relies on both incentives and a
strengthened work requirement. Recipients must register for and
accept work or work training to receive FAP benefits.. If they do not
comply with this requirement they will lose $500 per year in bene-
fits. I want to reemphasize that each and every able-bodied adult
recipient, with limited exceptions strictly defined in the bill, is re-
quired to enter training or employment.

6. Incentive.s for families to remain together: Because we have in-
cluded the working poor in our income supplementation, improved
work incentives, and established penalties and requirements which are
consistent with the basic philosophy of income maintenance, we believe
that we have substantially reduced-and in many cases eliminated-
the incentives for families to break up if they wish to supplement
their incomes with public assistance.

Let me again emphasize that determining cause and effect in this
area is difficult. But I think we can all agree that the prima facie eco-
nomic pressures on intact, poor families would be greatly reduced by
family assistance cash benefits and the supporting programs of main-
power training, day care, and social services.

7. Adult categories: We have improved the adult categories in two
significant ways. First, we have provided a national set of eligibility
standards and a national minimum level of income for all recipients cf
these categories of aid. This will mean a great deal in simplifying ad-
ministration, increasing dignity of the recipients, and eliminating much
of the poverty which now plagues these people. I might add here that.
under this bill, an aged couple's minimum income from all sources
would be greater than a poverty level income, and fliat a single aged
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individual's minimum income would be more than 80 percent of the
poverty level.The second -ajor improvement in the adult categories is establish-
ment of nationwide eligibility rules, following the same principles as
family assistance, to replace the present complex of State-by-State
variations.

REVISED FAMILY ASSISTANCE PLAN

Mr. Chairman and members of the committee, I have tried to set
forth the essential elements of the analysis which led this administra-
tion to propose the family assistance plan. Further intensive discus-
sion with the House Committee on Ways and Means produced the bill
which was the subject of hearings before this committee which began
on April 20. Those hearings focused attention on the interrelationships
between the family assistance plan and other programs providing as-
sistance to poor people--medicaid, food stamps, and public housing.
The fact that the interaction among these programs had the effect, in
some instances, of undercutting incentives for work and self-support
was brought into sharp relief. This committee and the Department
of Health, Education, and Welfare accordingly agreed that the admin-
istration would reexamine the family assistance plan in order to de-
vise, if possible, means of eliminating these disincentives. The result
was t1he administration amendments and proposals forwarded to you
on June 11. In developing these proposals, we have tried to reinforce
the principles derived from our earlier studies, and I think we have
succeeded.

1. Family health insurance program: As the committee knows, the
current medicaid program has serious defects which complicate family
assistance:

Families among the working poor which are headed by males
are typically excluded, while families headed by females and non-
working males are included. The result is that working people
are less well off than those on welfare, and many families are
better off if the father leaves the home.

Welfare recipients suddenly lose entitlement to medicaid cov-
erage once they work their way off the assistance rolls. The re-
sult is an income notch, or a strong disincentive to work.

Benefits and eligibility rules vary widely and inequitably from
State to State,

We have not at this time been able to perfect in its entirety a pro-
gram to replace medicaid for the population covered by th family
assistance plan. We have, however, committed ourselves to a funda-
mental reform along insurance lines which will cover all poor families
with children, bringing equitable treatment to the working poor; re-
luire a modest contribution from participating familis, Which will be

scaled to increase with income so that a work disiicentmiv "Notch" is
not created; and provide a Federal floor of medical services nation-
wide which States could supplement in a manner similar to that under
family assistance.

This legislation will be submitted to the Congress for its considera-
tion no later than February 1971. Merely because this proposal is not
yet developed in specific is no reason, of course, to delay action on
the family assistance plan-a reform which is needed nowt and stands
on its own feet.
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2. Food stamps: The present. food assistaiice prograins not, only
create wasteful and unnecessary administrative overlap with the fam-
ily assistance plan, but, also produce income notches and work dis-
incentives. This problem is intensified because food stamp benefits (to
not smoothly decline to zero under the current schedule. Thus, a recipi-
ent can still lose more of his food purclnsing power than he gains
from increased earnings, as his wages rise above the eligibility point.

The administration proposal to correct these defects would'smooth
the stamp schedule by administrative action so that 'no work (is-
incentive notch remains; simplify administration by l)ermitting fam-
ily assistance recipients to "check off" on their applications the cash
t6 be applied for the purchase of stamps, with cash and stamps (or a
voucher for stamps) sent, to them in one transaction; and unify ad-
ministration at the Federal level-by a reorganization plan, shiftii;g ad-
ministration of food stamps from the Department of Agriculture to
the Department of Health,Education, and Welfare.

3. Public lousing: The public housing issue arises from the fact that
this locally administered program has, in some cities, provided sub-
sidies Which have not been structured to decline as personal income
ises. A family may suddenly lose entitlement. to its substantial in-kind

benefits at, the eligibility ceiling, and the loss may more than offset
the gain in earnings. (This is not a numerically substantial problem
in connection with family assistance; only about 6 percent of recipients
throughout the country will occupy public housing.)

The administration had already recognized this problem, however,
and proposed a solution in the Housing Aet of 1970. Under that bill,
a family would pay 20 percent of its net income under $3500 and 25
percent of its income above that amount, up to the fair market rental
charge, as rent. As its income and rent increase, the housing subsidy
would steadily decline to zero, without any sudden termination of
benefits, and without a work disincentive. A draft. of this provision
hs bedn forwarded to this committee for its consideration.

4. Unemployed fathers provision: During the spring hearings, the
committee noted that under the House-passed bill a work disincentive
and equity issue regarding the AFDC-UF category remained.

I might add, Mr. Chairman, we have here as elsewhere an example
of the fact that it is impossible to cure one defect in the system without
in some cases, in most case raising some other problem. At any rate,
what was done here was to provide, that families headed by males who
worked full time would receive only the Federal family assistance
benefit., while those in the "unemplOyed fathers" category (that is,
male heads of families who are unemployed or working less than 30
hours per week) would receive both family assistance and State sup-
1)lementary benefits, an amount equal to what they receive under
current AFi'DOI aw.

Thie administration has proposed eliminating this problem by
al)olishing the Federal matching assistance for recipients in tie un-
employed fathelr-s category-about 90,000 families out of a total AFDC
caseload of almost 2 million families. As a result, all male-headed
families would be treated alike, and an unbroken set of incentives
would anply. We realize that there will be some. reduction in benefits
for the 90,000 male-headed families currently on AFDC-UF. Ilow-
ever, the basic family assistance and food stamp package of $2,460
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for a family of four, plus a subsidized health insurance plan, repre-
sents a substantial gain for families with unemployed fathers in the
27 States without ani unemployed fathers program now.

The potential loss to some recipients makes this feature one of the
most controversial of the changes. I would therefore like to explore
alternative options we considered with respect to the unemployed
fathers program, and explain why we rejected them as unsatisfactory.

The first solution we considered was redefining eligibility by re-
ducing the ceiling on the number of hours one could work and still
receive family assistance. Lowering the hour limitation does not elim-
inate the notch problem, however-it only moves the notch to a lower
income level.

Another solution we considered was mandating extension of State
supplementation to the working poor. This would eliminate the differ-
ential in treatment between part-time and full-time male workers, but
would cost roughly $1 billion in fiscal year 1971 alone. Neither the
States nor the Federal Government nov have the resources to take
this step.

D. Conclusion: We believe that these amendments make related
welfare programs supportive of family assistance, and help consoli-
date the real gains in equity, work incentives, antipoverty effective-
ness, and national uniformity made by family assistance. These are
standards which the public rightfully expects the policies and pro-
grams of its Federal Government to meet.

Our proposal will produce many new and desirable features which
the present system either -lacks or contains in inadequate measure.

First, it will provide a unified system of eligibility determination,
referral, services, and incentives for the recipient. The services will
include counseling, manpower training, child care, and medical care.
For the first time in our history, all of our poor children and most
of our poor adults will be treated as whole human beings, rather than
as parts of human beings eligible for only categorical benefits.

Second, and most important, is the preventive thrust of the entire
program. Our poor people will get the cash and service benefits the
need most, when they need them, and where they need them. This il
prevent untold misery and despair and save untold billions of dollars
as today's children of poverty grow up.

I have tried to explain and re-create for you some of the reasons
we have made the decisions on the welfare reform which is before
you today. We have presented, for your consideration, a program de-
signed by reasonable men to meet a critical series of pro lems. It is,
to be sure, not perfect. But then, it has been designated by men, and
we are not perfect.

The problems demand the best that is in us, and we have given
this issue our best efforts. I am convinced of the need for an income
maintenance system to replace, the current nonsystem.

1We must remember that this system cannot solve the problems of
severe labor dislocation, inadequate coverage of other social insurance
programs-such as unemployment insurance and social security-or
inadequate education. This'program can only be expected to give us
a now perspective from which to examine current and future welfare
problems, and a new foundation upon which to build.
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The issue of income maintenance and family assistance is exceed-
ingly vast and complex. Finding solutions within it is an exciting chal-
lenge with great implications for the future of this Nation's poor, and

---indeed, of us all. I am prepared, Mr. Chairman to work throughout
this summer with the committee and its staff to help draft a bill that
i mproves the current welfare law. I pledge to make every resource of

!the Department of Health, Education, and Welfare available to help
- the committee meet the challenge.

Thank you very much.
The CHAIRMA. Thank you, Mr. Secretary.
Now, if you want to comment on some of the opening statements you

may, otherwise I am gGirg to ask a few questions.
Secretary RIOHAROS N. Well, I think, Mr. Chairman, that these

points probably will e!nerge in the course of questioning. Rather than
deal with them now, I would be very glad to proceed to questions.

AFDO PROGRAM

The CHAIRMAN. First, Mr. Secretary, after we have condemned all
'of the problems that we are having with the AFDC program at this
time, I think it well to point out that our other welfare programs are
not subject to as much criticism as this. I know I started out in thisarea coming here representing the State of -Louisiana working out a
plan for the aged, and generally speaking the program that we have
developed for the aged, for the disabled and the blind are not subject

;,to the kind of serious criticism that we have with regard to the AFDCprogram, are they? .SSecretary RtheADSO. No, I think not. I think the chief criticism
is the one I have touched on, namely the variations from State to
State, both in levels of benefits and in eligibility requirements.The CHAIR AN. BUt insofar as wq have a program we are helping
the States to provide for the aged'and while it may be worth con-

* sidering making that a Federalprdgram one of these days, we recog-
nize the States are doing alt better job of providing for the aged and
the disabled and the .lind than they once could.

Now, the difficulties come mainly in this program of aid to families
_with dependent children and , would submit that even with regard to
that it is not defective to its foundation, as you have suggested here,

Because its foundation was slid and logical. The foundation was a
compassionate humanitarian objective of saying where there was no
-father available to support a child that we would make welfare pay-
ments on behalf of the child to someone, the mother or someone to help
-with that child. And from the minimal start that would be the logical
beginning, would it not?

-Secretary R1hcARDSON. Yes, I think it is perfectly understandable
-'--that the program evolved in the way it did. I think the problem we

'face is that it was a piecemeal process which has created a structure
that is now unmanageable.

The CHAIRMNAN. But then when we started that we got into this
situation. We were confronted with the situation that if we would not
include a family with a father then the father was inclined to leave
home so that his family could draw the welfare payments. When you
provided welfare payments if the father was unemployed, then he
found it advantageous not to take a job, if he could receive more wel-
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fare benefits than he could by working. quite a bit of that would have
been eliminated if we haddone what I tried to do the last time we had
one of these major bills. I wanted to provide that if the father leaves
home we find him wherever he may be and garnish his wages to make
up for the welfare money paid to the family. The Department of
Health Education, and Welfare under the previous administration
was willing to go along with that approach.

The difficulty was that the tax collector didn't want to be bothered,
he just wanted to collect taxes. He said it made it more difficult for
him to collect taxes and he-just didn't want that burden, he wanted
someone else to worry with it.

I would hope to have another try at that. I just don't think it's fair
to be taxing people to provide welfare When the father ought to be
contributing to the support of his own children. If the Senate will
sustain me as they did before that is one place where we will save this
Government a lot of money. We will find that follow and garnishee
his wages and send that money back to help look after his children,
hoping it would better provide for his family. I want to provide bet-
ter for these people, Mr. Secretary, just as you do.

IMPLEM[ENTATION OP FAP

The effective date of this act is July 1, 1971, with regard to the
family assistance program, is it notI

Secretary RICHARDSON. YeS, it is.
The CHAIRmAN. So if this bill becomes law by January 1, would

we have reason to feel that you could not gear up to administer the
new program in the 6 months that would then be left?

Secretary RicHARSo. I think this would create a very real prob-
lem, Mr. Chairman. Do pending on the rate of progress we make in
this session we may well want to consider and to discuss with you a
deferment of the effective date. Even as of now we would have con-
siderable difficulty in being ready to go on July 1, 1971.

The CHAIRMAN. But with regard to that program if we can solve
and resolve some of the difficulty and complicated administrative
problems here that would spend the rate at which this program could
be put into effect.

WORK INCENTVE PROGRAM

Now, Senator Talmadge has introduced some suggestions as to
ways that we can implement the work-incentive program. You
haven't had a chance to study those. I am sure that you are aware of
the fact that he did introduce some suggestions along that line
yesterday.

Secretary RiCHAmsON. Yes, sir.
The CHAmMAN. And I personally introduced a measure to provide

day care for the children. You perhaps are aware of that by now.
I introduced it about 5 o'clock yesterday afternoon. Those are two sug-
gestions that we would make in ways that-

Secretary RIOTnARDSON. Yes, sir.
The ChARMAN (continuing). In ways that this program could be

improved upon. We went into the work-incentive aspects of this thing
a couple of years ago. There was some fear we might put people oii
this and make it possible for people, either the employer or the em-
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ployee, to take unfair advantage of the work-incentive program. Our
disappointment in the area was it was not fully utilized.

Do you know of any abuses occurring in the work-incentive pro-
grain, people drawing benefits from it who should not be benefiting
from the pro ram ?

Secretary (IOIARDSON. I haven't heard of evidence on specific cases.
But this is something that is being policed all the time. There may
well be some that haven't been brought to my attention.

The CHAIRMAN. It seems to me the stage is set to move forward in
this program and become ambitious and try to do more with it. We
are not getting anything like the results with work incentive that we
hoped that we could.

Well, it is my hope, Mr. Secretary, that we can work together as you
have suggested here and as I personally would like to see us do, to re-
port a bill that would benefit everyone. I do submit, however, that once
we put people on the rolls who don't belong there it is difficult to get
them off. Some time ago in the veterans' area we provided some unin-
tended veterans' benefit and the only way to get out of the hiatus was to
provide more benefits so that everyone else would get in on it rather
than take away those who get it. It is a lot easier toput people on who
never should have been there rather than taking oif people who were
placed there without logical and sufficient reason to begin with.

So I hope we can work together on this and we find the answers and
incorporate them into an effective bill that I would hope would make
sense.

Secretary RICHAIRDSOX. Mr. Chairman, you invited me a moment ago
to comment on some of the remarks that were made by yourself and
other Senators at the beginning of the hearing. There is one point
which I think we should straighten out now. I would like to ask Under
Secretary Veneman to answer.

Mr. VATENEMAN. In reading the committee print on the State of In-
diana, I got as far as the second paragraph and found an error. There
was a decimal point in the wrong place under the nonwork families
that would be receiving State supplements. So that in your opening
statement on the increase in the number of persons on welfare, the
State of Indiana would not increase nine times, it would increase three
times. The present caseload is approximately 100,200 persons includ-
ing adults and -families. The 1971 estimate vould be 298,100. So it is a
little less than three times the present caseload.

This figure was on page 35 of the committee print, Senator Miller.
Where it says "643.1" it should be "64.3."

The CHAIRMAN. I am glad to have that correction; that is what we
want. We want to have facts and insofar as we are in error, we want
to be corrected. Goodness knows we have corrected you time and again.

Senator BE.NNfrr. What is the page again?
Mr. VENEMAN. Page 35 of the committee print. Apparently both of

our staffs overlooked that particular point..
Senator HANSoN. Where is the error?
Mr. VENEM-AN. On page 35 of the committee print in the column that

says "Number of individuals receiving State supplements." The figure
for Indiana is 643.1. It should be 64.3.

The ChAIRMAN. I am glad you corrected us and I know why we are
in error. We are in error because you gave us the error.
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Mr. VENEMAN. That is correct. I am glad we corrected it.
The CHAIRMA-N. We want the facts. If you give me the wrong figures

and I had nothing better to rely upon, I would have to use them.
Senator Williams.

RMISTRATION REQUIREMENT

Senator WILLTAMS. Mr. Secretary, later I understand that you will
have some charts to show us the manner in which you dealt, with the
notches that wore referred to in the previous testimony. I won't go into
those right now, but I understand that in this revised bill, perhaps m
the original bill too, there is a mandatory provision that those who are
recipients, the families who are recipients for this aid under the bill,
must register in the work force in order to be eligible; is that correct?

Secretary RICHARDSON. Yes that is correct, Senator. There are, as
you know, certain categories of individuals who are not required to
register; for example, the ill, the incapacitated, children, students,
and so on.

Senator WVILLIAMjS. But if they are able bodied, they must register?
Secretary RICHARDSON. If they are able bodied, they are required to

register.
Senator WILLIAMS. If they do not, their families do not qualify for

benefits; is that correct?
Secretary RICHARDSON. Well-
Senator WMLIAMs. If they refuse to register or refuse to make them-

selves available.
Secretary RICHARDSON. More precisely, the consequence is that the

individual who is required to register and refuses to do so is considered
to be the first recipient in the family and the family thereby loses
$500 from the basic family assistance plan benefit. The remaining
assistance funds are determined by the remaining number of people in
the family and would be paid to someone else.

MILITARY AFEOTED BY THE BILL

Senator WILLAMS. The suggestion has been made that under this
proposal 100,000 families in the military service would be eligible for
welfare assistance. Is that correct? If so, how would you work their
training program ?

Secretary RIoiuAmsoN. This doesn't take into account, Senator, the
most recent military pay increas,. We are confident that, by the con-
templated effective date of this law, there would be no problem on this
score.

Senator WLIAms. Well but there would be-
Secretary RICH SON. he, are, of course, in a good position to

get whatever training the neel
Senator WILLIAMS. Well, the point is to the extent that the mili-

tary are underpaid, don't you agree it would be better to put their
salaries on the right basis when they are drafted into military serif-
ice so their families would not have to be put on welfare?

Secretary RICHARDSON. I do and I take it-
Senator WILLAMS. This is disassociated from the program in any

shape at all?
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Secretary RICHARDSON. I think it should be done not by disqualifi-
cation but by, as you suggest, the establishment of adequate military
pay scales.

Senator WILLIAMS. That is the point I am making. I understand
there would be a substantial number now even under the revision.

POSSIBILITY OF CONSIDERING ADMINISTRATION'S HEALTH INSURANCE
PROPOSALS IN CONJUNCTION WITH PAP

Now, a part of your statement here related to eliminating the
notches, as I understand it. On the proposed plan you plan to change
the' medicaid program, and substitute a national health insurance
pr gram; is that correct?

-Secretary RICHARDSON. I wouldn't describe it, Senator Williams,
# a national health insurance program, if only in order to avoid the

pression some people thereby might attain that it covered every-
body. What we have proposed is an insurance approach to cover those
families who are now covered under medicaid plusthe additional
families who would be brought in to the family assistance program.

Senator WILLIAMS. I understand that. Now, the question is why
would it not be possible to have those recommendations and consider
them in conjunction with this bill? What seems to be the problem?

Secretary RICHARDSON. The problem is simply, Senator, that if
this were to be done it would require postponement of congressional
action on this bill which has, of course, already passed the House. It
is a practical impossibility for us to submit the family health insur-
ance plan legislation in time for it to be acted on together with this
bill. We have undertaken to submit it by the middle of February of
next year. It will take a considerable amount of work to meet this
deadline.

Senator WILLIA3MS. I can understand the problem of developing a
new program, but what interested me in furnishing the charts to the
committee you were able to give us the mathematical results of this
proposed program and if you had the mathematical results I wonder
why you didn t have language to do it. How you could get the matl-
matics of it without having a program? I noticed you enumerate those
in various charts in the bill as to how it would work if and when it is
submitted.

Secretary RICHARDSOX. I think it is made very clear everywhere in
the record, Senator, that these are illustrative figures. It was assumed
that a fair premium would be $500 for a family of four and assump-
tions were made as to the rate of increase in the proportion of this
premium that would be paid by a family as the family income wen up.
But it will require very careful actuarial analysis to determine what
premium is necessary to cover the medical benefits now provided under
medicaid. A considerable amount of thought will needto be given to
deternining the administrative mechanisms which will be needed for
accomplishing this. It is also important to emphasize that the result
would be the institution of an insurance system which would dis-
place the present welfare determinations of medicaid eligibility for
families. All of these things taken together required the conclusion
that we should consult with the administrators of pubic welfaic, with
the people who operate commercial and private nonprofit health in-
surance programs and look at the medicare experience of the Social
Security Administration before drafting legislation.



422

IMPAUY OF FAP ON 8TATH TREASURIES

Senator WiLImAMs. The suggestion has been that there is about $660
million in cost sharing or aid to the States under the family assistance
and I noticed the tables that you have on page 26 and 27. But are these
tables that you furnished correct ? They show that about three or four
Statesget the bulk of the benefits of this cost sharing, the higher in-
come States whereas the low-income States are actually penalized
under the bill?

Secretary RoIIARDSo. There are a few States which would have
to be covered under the hold harmless clause that prevents their being
penalized. It is true, generally speaking, that the States with the
largest and most liberal existing public assistance programs would
benefit the most in terms of cost savings. I think this is another way
of emphasizing the kinds of inequalities and disparities among sys-
tems that have grown up under existing law and which would be cor-
rected under the plan.

Senator WILLIAMS. Well, I have noticed $282 million goes to Cali-
fornia and New York gets $58.6 million and various other States are
all in here. But I wondered to what extent-I wouldn't suggest that
the endorsement of this by those States would in any way be effected
by the fact they are benefiting under that program. Do you think so?

Secretary RiMwARDSON. I don't think that would be a significant fac-
tor, Senator. What is involved here is a program that has very far-
reaching implications for the whole structure of existing systems and
these States must look at it in terms of their responsibilities to fami-
lies and the desirability of instituting a uniform program with na-
tional minimum benefits.

Senator WILIAMS. The reason I noticed that, I noticed the largest
States and the higher incomes do benefit substantially. The State of
Mississippi loses about $9 million under the bill and I agree with you
that none of the States would be so mercenary to endorse it on this ba-
sis, therefore, any proposed change in this formula would not at all
concern them, would it?

Secretary RICtlARDsoN. Of course it might also be pointed out that
the people of the State of Mississippi benefit more proportionately
than the citizens of any other State, it you measure the impact of the
program in terms of additional income in the hands of poor people
of t e State.

Mr. VENEMAN. I think, Mr. Chairman, it is only fair to point out
Mississippi would not lose as you have stated it.

Senator WLLTAMS. Under the savings clauseI
Mr. VENEMAN. We have a "hold harmless" clause.
Senator WlLViLMS. But they wouldn't gain it.
The CHAIRMAN. Senator Bennett.

POSSrBILITY OF RECIPIENT LOSING MONEY UNDER PAP

Senator BENNEar. Mr. Chairman, I would like to direct the Secre-
tury's attention to the second question you raised in your opening state-
ment which would indicate that in 22 States recipients would lose
money. You give us two examples. I would like to have him c6nment
on that and whether he considers that serious or whether this is some-
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thing that the administration would try to cure with another potential
orpossible amendment to their originalbill.

Secretary RIoHARsoN. This is a problem, Senator Bennett, which
arises out of the effort to deal with a difficulty that the committee
pointed out in the House-passed bill.

Senator BENmEr . Is this reflected by any table? Is there anyplace
we can turn to see how this would affect the 22 States involved?

Secretary RICHARDSON. I don't think there is a table. In any event,
J-I think I should take the opportunity to summarize briefly, for the

benefit of the committee, how we believe this problem couli be dealt
with. We are aware that the solution we had initially proposed was
subject to some very serious problems. We promised the committee that
we would continue to work on it. We owed the committee a letter out-
lining our conclusions on this which we were unable to complete
before the hearings today. But I can tell you that as a result of staff
analysis we have arrived at a conclusion under which no beneficiaries
would be hurt.

I think that before describing the solution with your permission,
Mr. Chairman, I will try to summarize the problem. The situation
today is that many States are not in a position to pay benefits to re-
cipients of public welfare equal to the State established standard of

-!?need for these recipients. The result is that under the work-incentive
--.,provisions of the law adopted in 1967 for AFDC families and con-

tinued under the existing provisions of the family assistance plan
earnings are not counted in the interval between the actual level oy
public welfare payments and the State's standard of need. Within that
range the family is able to keep all of the wage earner's income. The
result of this provision is that inequities arise with respect to other
families who are not already on AFDC.

What we tried to do was to come up with a conclusion that would
reconcile these constraints: First was the desire to provide fiscal relief
for the States in the amount they had come to expect under the House-
passed bill.

Second was the strong feeling against substantially reducing pay-
ments to present beneficiaries or eliminatingg families from the rolls

I altogether. The third consideration was our strong desire to provide
'the simple and streamlined administrative approach which was criti-

cized in the chairman's statement.
Looking at the considerations applying to the various alternatives,I my conclusion and recommendation to the committee is that we should

mandate the present gap filling disregard, that is, the ignoring income
V between the actual level of payments and the State standard, for peo-

plie who now benefit from it, for a period of 2 years from the effective
d date of the bill. I also recommend that we provide that all present re-

V. oipients who subsequent to passage of family assistance receive outsidef income and all new recipients be subject to the straight $120 disregard
under the family assistance plan plus the one-half and one-sixth for-
i las otherwise in the bill.

t At the same time, we suggest to the committee that we may wish to
: solve the problem resulting 'from the unemployed fathers repeat by

a similar clause that would cover existing recipients.
Senator B N N -r. Do you have any idea of how much this would

add to the cost of the program ?



424

Secretary RICIIARDSON. Our best estimate, Senator, is in the range of
$60 to $90 million.

Senator BENxEr. No other questions, Mr. Chairman.
The CIrARMAN. Senator Talmadge.

FINANCING PAP

Senator TALMAD0E. Mr. Secretary, last Saturday the President took
Congress to task about irresponsibility. I may say I have a good deal
of sympathy in his efforts to reduce the budget and try to maintain
and balance the budget. The President stated there was a persistent
and growing tendency on Capitol Hill to approve increases in expendi-
tures without providing the revenue to pay the cost. I would be the
first to agree that the Congress has been guilty of this practice on sev-
eral occasions.

When Secretary Finch testified before the Finance Committee in
April, lie stated that the enactment of the family assistance plan would
entail a cost of $4,400 million above present expenditures on welfare.
Apparently, as I understand it, you estimate the revised version would
cost about $4,100 million additional in the first year of operation.

In view of the present and past HEW estimates, I would suspect the
cost might be nearer 8 billion than 4 billion.

Assuming for the moment that your estimate is correct, I think the
committee is entitled to know where the $4,100 million extra money
is going to come from. When Secretary Finch testified before the Fi-
nance Committee he indicated he didn't believe that the family assist-
ance plan should be financed by deficit spending. He indicated that
the program should be paid out of current revenues.

Now, I attempted to extract from the Secretary information about
where the 4 billion-plus was going to come from. He gave a vague re-
sponse indicating that there would be trade-offs with other programs.
He also responded that the administration did not anticipate any new
tax authority to meet this obligation.

On May 18 1 attempted to find out where these trade-offl would be.
I requested a detailed list of programs that the administration intends
to eliminate or reduce in order to pay for the welfare bill. I have not
as yet received a response to my letter other than a three-line acknowl-
edgement.

The President has seen fit to veto an education bill last year and
hospital construction bill this year. As I understand it, the adminis-
trative budget for the current fiscal year is out of balance to the tune
of about 11 billion. This would add 4 billion-plus.

My question is where are we going to get the money?
Secretary RICHARDSON. Senator, I don't think tiat unless you con-

template the earmarking of revenue to identify a particular expendi-
ture program with a specific source of revenue an answer is possible.
The unils for paying for this program would come from the samo
sources of general revenue that now pay the Federal share in AFDC
and the adult categories of public assistance. Whether or not the result
will be a deficit in. fiscal 1071 or 1972 is a function of all the other
decisions that are made by the Congress and the administration with
respect to spending programs and revenue programs. It depends upon
the determination, shared by the Congress and the President, to achieve
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a balanced budget or given the economic situation as a whole, to en-
dure a deficit,

I am certainly.not in a position to say what the competing claim
of this program is on all other Federal claims for existing revenue
I would not say, on the other hand, that we should decide to defer this
program because there may be or in fact is likely to be a deficit in the
current fiscal year and the next one.

The chairman raised the question of the effective date and I think
that this will bear of course on the actual fiscal impact, depending on
the fiscal year in which the program would first take effect.

Senator TALMADGE. Do you agree with Secretary Finch it ought not
to be financed out of deficits ending?

Secretary RICHARDisoN. I would with all due respect, Senator, not
wish to try to characterize the importance of or desirability of any
given program on the basis of whether or not in the particular year
in which it began to operate there was or was not likely to be a deficit.
This is a question that can only be determined, I think, first in the
light of the overall Federal program both of spending and revenue
and, secondly, in light of its long-term economic and fiscal impact.

In the case of this program, I believe that its long-term fiscal - im-
pact will be beneficial to the extent that it will stimulate purchasing
power of people who have very low incomes now. Also, it will be
fiscally beneficial to the extent that it will, over time, reduce the pres-
sures that are being generated by the uncontrolled'upward spiral of
AFDC payments.

WORK IxcENnvE PrOorAM

Senator TALMADGE. I am sorry I couldn't understand your an-
swer so I will proceed to another question.

When your predecessor appeared before the committee I asked him
how lie expected the work incentive features of the administration
proposal would remove people from the welfare rolls, if ever. Secre-
tary Finch replied, "We don't." Would you agree with Secretary
Finch's evaluation that work incentive features of the bill will not
remove people from the welfare rolls?

Secretary RiiorARusoN. I think the bill's work incentive features
will remove many people, especially when they are coupled with the
work training provisions of the bill, the day care provisions and the
programs being undertaken now by the Department of Labor, de-
signed to identi y job opportunities and speed up the process of match-
ini individuals with available jobs.

Senator TALMADOE. Mr. Secretary, yesterday I introduced amend-
ments to the bill designed to make the work incentive program a
workable program. The amendment includes provisions affecting both
your Department and the Department of Labor.

I would like to ask you to supply at this point in the record your
detailed comments on the provisions of my amendment affecting your
Department.

Secretary RxomIInsox. We will be glad to do this Senator.
(The Department subsequently submitted the ol lowing informa-

tion:)
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COMMENTS OF THE DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE ON SENATOR
TALMADGE'S PRoPosED AMENDMENT TO H.R. 16311 (AMENDMENT No. 788)

The proposed amendment would do the following things. Our comments on
major provisions follow the description of each.

1. Exempt from registration for work or training individuals who work at
least 40 hours per week or work at least 35 hours and earn a minimum of $64
per week.

COMMENT

The Administration's original proposals would have exempted from registra-
tion persons covered by this amendment. The Ways and Means Committee, after
thorough consideration, modified the requirement on the basis that the potential
for upgrading was one of the most Important features of the bill. The Adminis-
tration accepts the position of the House Committee and accordingly would not
favor the amendment.

2. Reduce the Federal share of the State supplementary payments from the
80 percent level by one percentage point for each percentage point by which
the number of Individuals referred to the local employment office as being ready
for employment is less than 16 percent of the average number of registered
individuals.

COMMENT

It is entirely reasonable to have some test to assure effective registration and
the provision of necessary manpower and supportive services to bring Individu-
als to a point of work readiness. Unlike the existing WIN program in which the
States have broad discretion (with some exceptions) as to who Is an appropriate
person for referral to the manpower agency, the Family Assistance Plan ar-
rangement is precise and registration is mandatory so that the question of
effective referral is not Involved. There is, of course, the necessity of assuring
child care and supportive services and of assuring that registration results
in effective Involvement and in training and work experience. Whether the pro-
posed test would effectively achieve these objectives under varying local con-
ditlons is questionable. However, we would not object to an amendment to
assure, so far as possible, those objectives.

8. Eliminate the authority for the Secretary to enter into agreements for
Federal administration of supplementary payments under the Family Assistance
Plan.

COMMENT

We believe the authority for the Secretary to administer Part D benefits and
to administer the State supplement is a basic feature of the Family Assistance
Plan. The Part D payment Is 100 percent Federal money and there Is no question
of the Secretary's authority to administer these payments. If the States admin-
ister the supplement under Part H separately there is a division of administra-
tive responsibility and probably a duplication of effort on the part of the recipient.
While we believe that this should be avoided, we do not believe that it Is desir-
able to mandate Federal administration of State functions. Accordingly, we feel
that States should have an option either to enter Into an agreement with the
Secretary for Federal administration or to administer the program themselves.
In general, we believe that Federal expertise in the efficient payment of money
indicates the desirability for Federal administration. This Is in sharp contrast
to the provision of social services which must be tailored to State and local
needs and priorities and, in our judgment, should be left to administration at
State and local levels. We would, accordingly, oppose the amendment.

4. Eliminate all the provisions of the bill relating to manpower services, train-
ing, employment and supportive services (all of the new Part 0 except the child
care provisions). In place of thee would be amendments to the.existing work
Incentive program (Part 0 of the present law). This would be amended In the
following respects: Such work projects would be redesignated aw public service
employment., Porty percent of the amounts appropriated for manpower training,
etc. would have to be expended for on-the-Job training and public service em-
ployment. Appropriations for Part C would be Allocated to States according to
an allotment formula which in the fiscal year 1072 would be related to the average
number of recipients of Aid to Families with Dependent Children and In subse-
quent fiscal years to the average number of Individuals registered for employment.

The Secretary of Labor would be prohibited from conducting institutional
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training of the type not related to Jobs which are likely to become available in
the local area. Priority of employment and training would be in the following
order: unemployed fathers; dependent children of relatives who have attained
age 10 and are not in school and are not working; mothers who are not required
to register who volunteer for training; individuals who are employed at least 40
hours per week or 35 hours with at least $64 earnings per week who voluntarily
register; and finally, all other individuals referred.

COMMENT

Whether the manpower, training, employment and suportive services pro.
visions are handled by amendment to portions of existing law or by complete
rewriting is a matter of preference. It does not in itself raise particular prob-
lems. One of the above objectives of the total revision was to assure the utiliza-
tion of existing training programs rather than the establishment of separate
programs and projects for welfare recipients. We defer to the Department of
Labor as to the implications of the minimum of 40 percent for on-the-Job train-
Ing or public service employment projects and. as to whether the allotment
formula proposed would work equitably.

5. A joint administrative unit comprised of representatives of the agency
responsible for referral and the manpower training, etc. functions would be
required.

COMMENT

We certainly are in accord with the closest possible joint planning between
agencies responsible for the administration of income maintenance and social
services and those responsible for manpower training and employment We
do not favor attempting to achieve this result by rigidly mandating a sepa-
rate administrative unit. One of the objectives of the manpower training and
employment program Is the utilization of all available training and employ-
ment programs. Moreover' the referral process is so integral a part of the de-
termination of eligibility for family assistance payments that its separation In
the mainstream of the income maintenance program could well prove undesirable.
We also would point out that the views of the Department of Labor are im-
portant on this point since the responsibility would be a shared one. As we
have pointed out there is no discretionary referral involved and the responsi-
bilities of both agencies are clear and statutory.

5. A State-wide operational plan for the joint operation prescribed under
item 5 would be required. Local operational plans would have to be included
for each area of the State.

COMMENT

We have no objection to the requirement for State and local operational plans.
The Department of Labor has had more experience with this type of joint plan
than we have and we would defer to their comments regarding its effectiveness.

7. Public service employment projects would be Federally funded at the rate of
100 percent for the first year and 90 percent thereafter.

COMMENT

The provision of 100 percent funding for the employer portion of the public
service employment project carries out the same principle that was available
for the first year under the 1007 Amendments to the Social Security Act. Under
the provisions of these Amendmentj wages were provided from a pool made
up of welfare payments and employer contributions. The employer contribution
was authorized at 100 percent for the first year. Much of the funding of wage
payments under these provisions came from welfare payments which included
both Federal and State funds. In those States in which supplementary payments
are required under Part l consideration should be given as to whether there
should not be a State contribution to the public service employment wages. The
same reservations apply to 90 percent funding after the first year of a public
serTice employment project.

8. In addition to the incentive payment to individuals In institutional training
of not more than $30 provided in existing law, the Secretary of Labor would be
authorized to pay allowances for transportation and other necessary costs to
Individuals participating in such training.
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COMMENT

The $30 incentive payment is somewhat less liberal than II.R. 16311 which
would permit the payment of MDTA training allowances in those instances where
the individual is assigned to a MDTA project. We believe that discrimination be-
tween persons on the same project because they happen to be under two different
programs is undesirable. The provision for allowances for transportation and
other necessary costs is already included in H.R. 10311.

9. Federal participation in training costs would be permitted to rise to a maxi-
mum of 90 percent rather than the 80 percent in existing law.

COMMENT

We strongly favor the 00 percent rather than the 80 percent ceiling on Federal
participation in training costs. The non-Federal share of 20 percent has been one
of the handicaps to the more rapid development of the Work Incentive Program.
This change is consistent with H.R. 16311.

10. Relocation assistance would be authorized. The Secretaries of Labor and
Health, Education, and Welfare would be required to issue regulations in six
months which would include a National Coordinating Committee and Regional
Coordinating Committees.

COMMENT

We favor the provision of relocation assistance, which is consistent with I.R.
16311.

11. The Secretary of Labor would be directed to collect and publish monthly
data with respect to the individuals registered In training, placed in Jobs, re-
fusing work, etc.

COMMENT

We defer to the Department of 1.'.)or as to the feasibility of collecting and
publishing at monthly intervals the prescribed data.

12. Technical assistance to providers of employment or training is authorized.

COMMENT

We believe that this is a wholly desirable principle, consistent with IIR.
16311.

13. The Internal Revenue Code would be amended to provide credits to em-
ployers equal to 20 percent of work incentive program expenses. Such expenses
are defined as wages and salaries of employees who are placed In employment
under a work incentive program which are paid for services rendered by em-
ployees during the first 12 months of such employment. Various limitations are
included. H.R. 1311 would authorize the transfer of funds saved because of
participation in on-the-job training projects to the Secretary of Labor thereby
Increasing the amounts available for such projects and extending training of this
type.

COMMENT

We defer to the Departments of Labor and Treasury as to whether the wage
subsidy mechanism provided here is an effective means of stimulating increased
employment without undue opportunities for exploitation by employers.

14. A new plan requirement under section 402 of the Act would require a spe-
cial program administered by a separate administrative unit which will provide
for individuals who have been registered pursuant to Part D such health, voca-
tional rehabilitation, counseling, child care and other social and supportive serv-
ices as are necessary to enable such individuals to accept employment or receive
manpower training. Other duties are also specified,

COMMENT

We are wholly in accord with the provision of the services (designated as sup-
portive services in H.R. 10311). We do not favor providing them through a sepa-
rate administrative unit as we believe that a unified social services agency can
best serve the needs of these persons as well as others.

15. Federal participation in any medical care provided In a manpower program
would be limited to the rate payable under the Medicaid program.
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COMMENT

While there Is a great deal of merit to providing medical care at the same rate
as under the Medicaid program, we are concerned that this rate, which is gen-
erally substantially lower than the 90 percent provided for other supportive serv-
ices, might result in deterring the provision of medical care needed by people to
enter training or employment programs.

EARNED INCOME DISREGARD PROVISION

Senator TAixAA E. When your predecessor appeared before the com-
inittee I asked him how many people receiving aid to families with
dependent children have benefited fron the earned Income disregard
r rovisions added by the Congress in 196't, and to what extent earnings
4 ave increased as a result of this provision, at page 230 of the hearings.

Now, almost 3 months after asked this question I still have not
received an answer. Why can't the Department answer a simple ques-
tion like that?

Secretary RICIIARDSON. I thought, Senator, that we had furnished it
to the Committee.

Senator TALIAADOE. Mr. Vail informed me that it arrived last night.
You do agree that information like that is vital in trying to evaluate

a bill of this nature and in evaluating a proposed change in the earned
income disregard, do you not?

Secretary BRIOTIAiIDSON. I certainly do.

SECRETARIAL DISCRETION

Senator TALMADGE. One final question, Mr. Secretary. One of the

striking features of this bill was the large number of places in the
bill where the Secretary is given discretion to set policy. I believe there
are about 30 areas in this regard. I asked Secretary Finch to provide
for the record the statement of his policy intentions in each case. We
have not yet received the information although material was sub-
mitted ani printed on pages 59 through 74 of the committee print
on the administration's provision which very inadequately discusses
some of these areas.

I would like again to ask you to provide this material in a re-
sponsive way.

I note also that your revised bill would add some 20 new areas in
administrative discretion in setting policy. Please. provide at this
point in the record a description in some detail of each of these areas
and policies you intend to follow on this revised bill you havo sub-
initted. Let me emphasize that I would like this material to be re-
sponsive and not avoid the policy issue.

Secretary RICHARDSON. enator on this score I wonder if I might
ask you to modify the request somewhat. The question of whether the
bill should be so drafted in each of these instances as to create discre-
tion in the Secretary of HEW through the adoption of regulations or
otherwise is, I think, a question that is subject to genuine give and
take with members of the committee and committee staff. The question
of how best to resolve problems which could, on the one side, involve
vory elaborate, complicated drafting) or on the other, might be the
subject of committee report language, is I think something we would
like to work out with the committee and depending on how they work
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out would in turn influence the number of situations in which it would
be necessary to give the kind of specific answer you have requested.

In other words, if we were to aree with you and other members
of the committee and committee staff that the matter of discretion in a
particular clause of the bill should be handled in a particular way, then
that would then affect the answer we would give. If the discretion were
restricted then-

Senator TALMADGE. Are you asking us to legislate on a specific billI
I am asking you to answer a specific question with reference to that
specific bill and your discretionary authority. I believe the Department
could give a specific answer to a specific question relating to a matter
on a specific bill.

Secretary RICHARDSON. We could do it. I am simply pointing out
that in many of these areas we would have to draft a regulation of
the kind which the Department customarily does in implementing leg-
islation when enacted. If the committee subsequently was to con-
clude that the Secretary shouldn't have the discretion contemplated,
then we will in effect have done a lot of extra work. I am not de-
clining to do it, I am simply suggesting that the purpose you have
sought to meet can be met in this kind of way rather than by sub-
mitting an elaborate, very large document.

Senator TALMADOE. You are a reasonable man, Mr. Secretary. I
was just handed one of the responses here that your Department
submitted, and I quote, "Because of the shortness of time between
July 1, 1969, and the present date, we have-been unable to compile
nationwide statistical data on the impact of the disregard provision."

I have found you to be a candid, reasonable man. All I want is
a candid reasonable answer. I believe the Department can provide
that.

Secretary RIHARDSON. We will be glad to give you all the data we
have and to respond to the request you have Just made in the manner
you have made it.* I merely felt that what is involved here is the
kind of process this committee has engaged in very often in the draft-
ing of tax laws, for example. I was merely suggesting that we would
be glad to work with the committee on this basis.
Senator TALMADOE. Thank you, Mr. Secretary. My time has ex-

pired. I have found the Treasury Department to be very forthright
in responses to questions that members of this committee ask, but
this is the most important bill that has come before the Congress
since I have been here. It involves putting 14 million additional
people on public welfare, ending up with one out of every eight
individuals in the United States of America on public welfare. To
my knowledge, no other nation on the face of the earth has ever made
such a drastic implementation of a program untried on an experimental
basis. An experiment was made in New Jersey by the Office of Eco-
nomic Opportunity, and I have studied the report on the experiment
and I found it to be a most unreliable report. I think we need adequate
information to act on this momentous bill.

Secretary R1cHAnnsoN. Senator, if you will permit me to make one
brief comment. I think it is in some way misleading to refer to the
program that is proposed here as a welfare program. It would add

*As of November 4, 1970 the material requested had not been received from the
Department of Health, Education, and Welfare.



431

large numbers of people to the numbers of those who are now under
welfare programs in the sense that it would add people who would be
receiving income support. But we think that there is a significant
difference between the family assistance plan proposed here and
the welfare programs that exist now. We think the difference is
great enough to justify the difference in name we apply. The term
welfare has a lot of connotations that we think we wou d be escaping
through this new program. In this connection we also, can make a
comparison with other programs in other countries which do more
nearly correspond to this program in that they involve one form or
another of faily assistance.

Senator TALMADOE. One brief observation Mr Chairman.
I regret I ran over my time. I think it is all a question of semantics,

Mr. Secretary. It involves a gift of the taxpayers' money from the
Government under whatever name you may call it.

Mr. VBNEMAN. May I briefly respond by pointing out that in the
committee print from pages 59 through 71 we have submitted pro-
posed language in the areas of secretarial discretion, suggesting 21.
major areas. We would eliminate discretion in seven areas, reduce it
in four, retain it in 10. This may not be as complete as the committee
desires. We will elaborate, if that is your desire. Subsequently we
have added other areas of secretarial discretion outlined in the pro-
posals which were submitted to the committee.

I just want to bring this out so that the impression is not left
with the committee that we have not responded to the request. I will
also concede there are additional areas of secretarial discretion as a
result of some of the new proposals, primarily the social services
amendments that went into the bill subsequent to the June 1 meeting.

The CHAIRMAN. Senator Curtis.

NUMBER AFFECTED BY FAP

Senator Cunris. Mr. Secretary, how many individuals now receive
some sort of cash payment generally described as a welfare program?

Secretary RICHARDSON. The 1971 figure is estimated to be 11.6 mil-
lion persons.

Senator CuRTm. This family assistance program will not be effec-
tive until fiscal 1971?

Secretary RICHARDSoN. No.
Senator CuRn.s. In. the first year it is effective how many people

will then be receiving some sort of cash payment I
Secretary RioHAm)so. 24.4 million is the estimate for 1972.
Senator CuRTmis. That Will be an increase of a little less than 13

million.
Secretary RoHAmmsox. Just about. Although the figure for the

existing law for this year would have been, we estimate) 12.8 million.
So you can see that not all of the gain is in new FAP recipients.

Senator CUTIS. New recipients. But they have been new under the
old law?

Secretary RlIHARDSON. Well Senator, I am looking at page 24,
table 4(B). The bottom line shows the estimated total number of
recipients under current law and the total line above that shows the
total numbers under the proposed plan.

Senator CUnris. Yes.
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Under the family assistance plan, how many people will receive
training?

Secretary RIcHARDsox. The number that will eventually receive it
is, of course, dependent partly on appropriations for a training pro-
gram. The number proposed for the first year is an additional 150,000
slots for training plus 75,000 for upgrading the skills of the working
poor.

Senator Cuwris. Just 75,000 allocated to the so-called working poor?
Secretary RiOimARDsoN. Yes, sir. Let me point out that these are

additional slots. Some of the working poor are benefiting from exist-
ing programs.

Senator CURTIS. But this proposal would provide training for 75,000
more people who are described as working poor?

Secretary RI1AmsoN. Yes. And 150,000 who are now receiving
welfare benefits for a total of 225,000.

Senator CURTIS. But I am directing my question at the moment to
the working poor. How many of the working poor will be added to
the rolls of'receiving some cash benefit?

Secretary RIcHARDsOw. The total is 2.3 million.
Senator CURTIS. Is that individuals or heads of families?
Secretary RICIIArDsoN. That is number of families and assuming a

male-headed family in each case. That means 2.3 million individuals.
Senator Cu . That amounts to how many people? I am trying

to relate it to the 24.4 million that will be receiving it. How many of
those 24.4 that the table shows will be receiving a benefit in fiscal
1972, of the so-called working poor?

Mr. VENEMAN. Mr. Rosow, of the Department of Labor, indicated
there would be about 1.2 million males working full time in the work-
ingpoor category.

Senator G6RTis. Mr. Veneman, the table here shows the number of
persons involved in the whole program is 24.4?

Mr. VIENEMAN. That is correct.
Senator OmTis. That is total people, including the whole family.

How many of those are in the category of the so-called working poor?
Mr. VENEMAN. I think it is somewhere around 6 to 8 million. It is

about 1.5 million. That would include the spouse and the family.
Senator CURTis. That is what I am asking.
M r. VENEAN. That is correct.
Senator Guris. In other words, 1 percent will receive training?
Mr. VENEMAN. I don't think that is totally accurate because we do

have existing training programs going on.
Senator CURTIs. I mean the program that this new legislation brings

in.
Mr. VENEMAX. I don't think anybody has suggested that we try

to train the disabled or the blind. There is some blind training.
Senator CuiTis. I understand.
Mr. VEN.MAN. That is where the bulk of the caseload is. I don't

think we should be deceptive about this, Senator Curtis.
Senator CunTis. Well, I will put it this way: How many heads of

families did youi say a moment ago'are included in the working poor?
Secretary %1ICIIAIDSO'. Senator, may I ask you to look at the table

on page 28 of the committee print which shows a summary of char
acteristics of families eligible for family assistance benefits in 1971?

I
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If you assume there is one earner in the family, then the figure is
7,450 000' would be the number of potential wage earners covered un-
der the program. And this does form the basis, then, of your estimate
that only 1 percent of these would be covered in the first year under the
work training program to upgrade their skills.

I think the problem, of course, is in the development of additional
work training opportunities on the existing base for a large number of
people.

Senator CURTIS. The 1 percent would be 1 percent of the total num-
ber of persons involved. But if there were families of five, it, would
move up to 5 percent?

Secretary RicARmDSOx. I think we are talking about numbers of
potential wage earners in the family. If you assume one earner per
family, which ht was what I was assuming for the moment, then the
number of potential earner-s covered is 7.45 million. If you assume
larger numbers of earners, then there would be more people eligible
for training slots if they existed.

Senator CurTis. Coming back to Mr. Veneinan's statement, that
you wouldn't be expected to train the children or the disabled or the
aged-by and largo those categories would be included in the heads
of families of the working 1oor, would they?

Secretary RICHARDSoN. No.
Mr. VENEMAN. If you use the 24 million figure, they are, sir.
Senator CurTis. That is correct. Isn't it true that most of the work-

ing poor, that means an individual whose income is low but they are
working all the time, would you say that practically all of these[ peo-
pie are able to receive additional training so far as their ability?

Secretary RICHARDSON. Yes.
Senator CURTIS. I would think so. Is it necessary to put them on the

welfare rolls, whether you call it that or the family assistance rolls,
in order to give poor people a chance to improve thenr earning capac-ity ?

Secretary RICIIA, soN. No.
Senator CUJiTiS. I don't think it is, either. I think that one of the

things that bothers me here is the immediately putting on several
nmilhon-regardless of how you assign them-people, and using our
available resources for that, and then having les of our resources to
give them a chance to help themselves.

I would like to pursue this, but my time is up.
Secretary RIIARDSoN. May I comment briefly, Senator, that I don't

think you can justify the extension of family assistance to the families
of working poor solely on the basis of thereby providing opportunities
for upgrading the skills of the family wage earner through job train-

il'think we have to come at it the other way around, on the basis that
it is inequitable not to provide income support to families headed by a
in ale wage earner when we do provide it to families headed by a female
wage earner. And this is exacerbated when we have the other existing
inequalities between AFDO families and families of the male headed
wage earner.

Also, Senator, I was looking at the wrong column on page 28 of the
committee print. The applicable total of earners in the family is
shown in the first column as 1,589,000, which produces a somewhat

44-527-70 -pt. 2-4



434

better ratio of training slots to total earners, assuming one earner per
family.

Mr. VENEMAN. Your question was directed to the full-time working
poor. That would be the work experience of the family head in the
column "Work full time all year" in this group is 1.167. That is where
I used the 1.2 figure and rounded it off. If thatis the number of males
working full time all year in this category, then the 75,000 upgrading
slots would be available to approximately a little over 6 percent, to
answer your question more specifically.

Senator CUnTIS. I have some further questions along this line but
my time is up, Mr. Chairman.

The CHAIRMAN. Senator Miller.

MOVING PERSONS ACROSS TH POVERTY LINE

Senator MILLER. Thank you, Mr. Chairman.
Mr. Secretary, to save time, along the same lines as Senator Curtis

was questioning you, I would appreciate it if you could furnish for the
record a reconcili.tion between the estimated 24 million people who
would be covered by the administration's bill and the statements before
the committee on page 7 in which you state that there would be some
7.8 million persons who Are still in poverty who would be moved out of
poverty; and on page 20 where you refer to moving almost two million
persons across tho poverty line and an additional 500,000 across the
low-income line.

Would you do that? I would like to-know where the extra numbers
come from. Could you furnish this for the recordI I would appreciate
it.

Secretary Ric.ARDso. I would be glad to do that, Senator.
(The information follows:)

The numbers cited refer to entirely different groupings of families or persons;
they have no direct relationship, one to another. For example, on page 7 of his
prepared statement# Secretary Richardson mentioned 1.5 million families (con-
taining 7.8 million persons) who in 1968 were headed by a full time worker but
whose income was below poverty levels. Because of increasing wages, there would
be fewer of these families in 1971. However, there would still be many and most
would be eligible for Family Assistance benefits. They are included in the esti-
mated 24 million persons eligible for benefits under the Family Assistance Act
in 1971. However, also included in this latter figure are the aged, blind and dis-
abled as well as members of families whose head is not employed full time. The
2.0 million persons in families whoze Family Assistance benefits would be suffi-
cent to move across the poverty threshhold are included in the 24 million poten-
tially eligible mentioned above.

QUESTION RAISED OF POSSIBLE DISINCENTIVES IN THE BILL

Senator MILLER. Now, one thing that troubles me is that while I do
commend the Department for doing .an excellent job of correlating
the various programs and in effect doing away with the disincentives
that were in the House-passed bill, nevertheless there is another in-
gredient that I think is equally important, and that is the ingredient
of incentive. For example, I refer you to the tables dated June 10,
from the Department, for example, table 5 covering Phoenix, Ariz.

If I understand the approach of the administration correctly, it is
calculated to encourage by incentive, low-income people to increase

*Page 407 of this volume.



435

their income to break out of the poverty cycle, and yet I find that in
the case of a poor, female-headed family in Phoenix who would be
earning, let's say $1,000 for part-time employment, the total net
money and in-kind benefits, counting food stamps and all of the other
things, would come to $4 (41, and yet if we were going to encourage
that person to improve ter status by going out and working, let's
say, twice as hard, twice as long to make $2,000 a year, the total net
money and in-kind benefits would amount to $4 816 a difference of
only $75. I must say to you that I find it very diflfcult to believe that
the $75 improvement would be sufficient incentive to cause that per-
son, if not most people, to just work twice as hard.

Do you really be ieve tait is a sufficient differential in the income
bracket to warrant that extra effort?

I can take you down to the $2,000 level. The difference between
$2,000 and $3,000 is $75. The difference between one who earns $2,000
-and $4,000 is $32.

I suggest to you that the incentive between these various income
levels, and I think we will find a similar pattern in the other cities
that are covered by this table, is not enough.

So while I commend the Department for knocking out the disincen-
tives, which were certainly in the House-passed bill, I must tell you
of my concern about the incentive that is provided under the admin-
istration's amendments.

I would appreciate your comment.
Secretary ROHARDSON. I am very glad to have the opportunity to

comment on this, Senator Miller, because the question really addresses
the most difficult problem that has to be resolved in developing some
combination of minimum benefits and a work incentive.

What we did to eliminate the notches that were made elear by the
spring hearings was to smooth out the retained earnings curve but in
doing so, to reduce its pitch. In other words, we prevented any sharp
drop in family income, consequently to the passing of a particular
threshold of eligibility, whether for income maintenance, food stamps,
medicare or public housing. But you simply can't have it both ways,
except at very great increases in program cost.

The samelimit applies in a different way with respect to the mini-
mum benefit. We have made some estimates of what it would cost in
order to provide a more sharply rising work incentive, or to put it
another way, in order to enable the family to keel) a larger share of
cash income and lose less cash benefits in the light of these other
declining benefits. It looks something like this:

If you were to reduce, let's say, the amount of income taken away
from by the Federal family assistance tax rate, which is currently
pegged at 50 percent to 40 percent, the additional cost would be in
the range of $1.5 to $1.8 billion.

If you were to reduce it to 35 percent, it would be in the range of
$31/ to $4 billion, and to 30 percent in the range of $6 to $7 billion.
And, of course, you would need to reduce it substantially, in order to
affect the net income related benefits under the family assistance plan,
medicaid and the whole range of programs.

In effect, what I am talking about is an aggregate tax rate. This
really is why we could not both eliminate the notches and at the
!same time provide for a steeper measure of incentives.
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I see no way of doing both things at once.
Senator MIILF. It seems to me that you could put your people to

work similar to that done on table 5 and change some of the ingre-
dients up or down, or both, and arrive at a nmch more substantial
differential.

Secretary RoICHAnsoN. The problem Senator, is that you increase
the break-even point which exists under the current bill at B0 per-
cent. As now provided for, the break-even point is $3,920 in income
for a family of four. Above that they cease to receive any Federal
family assistance plan benefits.

If you change the tax rate to 40 percent, the break-even point be-
comes $4,720 and you add automatically 1,110,000 families to the roles.

If you reduce it to 30 percent, you add 3,200.000 families and the
break-even point goes to $6,050.

In other words, the lower the tax rate the higher the break-even
point automatically becomes. The higher the break-even point, the
larger the number of eligible families becomes.

There simply is no way of breaking-out of this trap. The question
simply is: How many families we are prepared to cover and how much
money you are prepared to spend? I might just point out that the
table that you were referring to provides this weak incentive scale
only for that 6 percent. of PAP families, assuming nationwide appli-
cation, who will benefit from a housing bonus as proposed under the
1970 act.

Senator MILLER. Do you have a similar table covering the 94
percent.?

Mr. VE WEAN,. Yes, table 1, on page 40, Senator.
Senator MILLE. My time is up and I don't want to belabor the,

point. I suggest to you it would be right that there are only 6 percent
covered by that table, and that f there is such a small number covered
by that table, perhaps you might vary some of the ground rules in it
at the break-even point. It is not going to be affecting very many peo-
ple anyhow, so you will have a more realistic incentive cranked into it.

Mr. VENEMIAN. Table 1 applies to 94 percent of the people in
Phoenix.

Secretary RICHARDSON. Senator, I am sorry, but you have identified
a very critical and central problem. I don't think we should leave with
the impression that we could eliminate the housing benefit factor and
affect the overall work incentive picture. Unless you are prepared to
spend increased sums for the other 94 percent of eligible families in the
country, the problem would be inherent.

As I said, there is an interlocking relationship between the tax rate
and the break-even point, and there is just no way out of the problem.

Senator MILLER. 1 can understand that, but I am referring to the
composite here, and certainly there ought to be some iway of varying
some of these ingredients so we come out with a better differential onthese incentives.

If oil could offer us- two or three alternatives and then let its decide.

whether we want to abide by the ground rules that went into the al-
ternatives, I think it might help u's make a decision.

But I suggest to you the incentive differential is not adequate.
Secretary RIIrTAYsoX. Certainly we would like to make it more

adequate, Senator, and we would be very glad to work with you on
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this. We can develop, I think, a graph which shows what happens when
you move the various components of the equation around so you can
see its effects.

The CHAIRMAN. I would like to announce our procedure for today
and tomorrow. Our Republican colleagues are scheduled to attend a
Republican policy conference at 12:30 and when we come back to-
morrow we will start with Senator Jordan. I am going to ask one of
our Republican members to stay here with us long enough for Senator
Harris to have his turn.

I N% ant to apologize to Senator Jordan and to Senator Hansen. You
will have to come back and take your turn tomorrow.

Senator HARms. May I say, first, I am impressed by your presenta-
tion here this morning. As you know, I agree what in effect you say,
that poverty by definition is lack of income, and that what poor people
primarily need is money, when we are prone, instead, often, to give
them ad,'ice; and that has proved to be second best to money. I, there-
fore, agree with the basic philosophy of the family assistance program.
I hope it can be improved, as I indicated earlier. Let me ask you first
this:

Outside of the 10 percent of the families who are receiving assistance
that live in the seven lowest AFDC benefit States-I think primarily if
not totally the Southern States-and persons with other sources of
income, will any family with children and now receiving assistance be
financially better off under this bill than is true at the present time?

Secretary RICHARDSON. No family now receiving assistance.
Senator HARRis. Iet me ask you -
Secretary RcIranDsoN. Outside of the States that you identified.
Senator YIARRS. Now, let me ask you the converse of that. Will any

such family be worse off under the family assistance program than is
presently true?

Seeta. y RhIcmmrsox.. With the corrective measure that I proposed
earlier in he hearing for the problem of States where there is a dif-
ference between the family income standard and the actual assistance
paymelit, the only remaining group who would be adversely affected
are the families of the unemployed father category in the 23 States
and one territory that have those programs.

There are about 90,000 families in tlis category.
I also touched on the possibility that we will decide that in order to

avoid hardship to them we could develop an approach similar to the
one we have suggested for the so-called galloping supplemental
situation.

Senator iIARRIS. I understand that two types of families would be
worse off or could be worse off under the family assistance plan than
they are now. One is the family in those 23 States which now have un.
employed father programs, and under the revised family assistance
plan now will be ineligible for Federal cooperation in funding of that
program.

ow d oes this fit in with what Secretary Finch previously said,
, a system which provides a clear financial reward for a family

breakup seems vicious and irrational . . ." and I believe those were
very nearly the same as your words this morning. How can we justify
doing that?
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Secretary RIcHARDsoX. This is one of the problems we keep con-
fronting in the attempt to develop a system which is equitable overall.
The problem is that if you continue to cover the families with an unem-
ployed father and also provide benefits for the first time to families of
the working poor, you would create a new inequity which in effect
could mean that the families of an unemployed father with children
are better off than the families of an employed father-

Senator HAxRms. First-
Secretary RIOIHADasoN. There is also the problem that applies to

the unemployed father, who under the law of the States in question,
can work up to 30 hours a week without any loss of benefits and thus
has a disincentive to engage in full-time work. It was these considera-
tions which led to the conclusion that the families of unemployed fa-
thers should be treated in the same way in the family'assistance plan as
families of employed fathers. This would mean in substance they would
get if the father were not working at all, a combination of benefits
consisting of $1,600 in cash, in the case of families of four, $860 in food
stamps, and the equivalent of health insurance coverage worth $500,
for a total of $2,960. They would in effect be not too much worse off
than the families headed by female workers who would also be bene-
fited by the State's supplement.

Senator HARRIS. Let me be sure first, that we understand the effect
of what you are now proposing. While we would cut out the Federal
participate ion now available to 3 States that provide the unemployed
father program, at the same time under your recommendation we
would continue to provide a Federal supplement for those States that
pay more than $1,600 for families headed by a mother.
So, then, wouldn't we continue or make worse what you have criti-

cized, and I have criticized and others have criticized in the present
system?

For example, President Nixon said in St. Louis on June 265:
When any system has the effect of encouraging a man to desert a family rather

than stay with It, it Is time to abolish that system and get a better one.
How are we doing in regard to carrying out those good words?
Secretary RwIIAnnsoN. The main thing we are doing is to cover the

working poor which is a major step. It is true that by eliminating the
Federal supplementation of benefits to the families of unemployed
fathers we would be taking a step away from this objective. On bal-
ance, however, we think that the aggregate effect of the total program
we propose is very much in the direction of the statement you have
just quoted.

Senator HARRIS. One way would be to raise the basic pr.yinent so
that the unemployed father program is subsumed, and that is, of
course, what I recommended and still recommend. I asked about this
difference back when we had the earlier hearings, about discriminat-
ing between the employed and unemployed fathers, since what we
wanted to do anyway was to cover the working poor.

Mr. Veneman, at that time, as shown on page 346 of our previous
hearings, you said:

If we were to treat the unemployed family the same as we are proposing to
treat the working poor category, they would be subjected in many cases to quite
a reduction of the aid that they are entitled to under the existing law.
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After having so assured me then, have you.-now come in and recom-
mended exactly what Secretary Veneman said we shouldn't do.

Mr. VIRNENMAN. Secretary Richardson mentioned this morning that
we should "grandfather in" those people who are presently on the roll.
I cannot help but agree with him that the benefits to the working poor,
now that we are moving in that direction, will far offset the disad-
vantages that the potential unemployed father families would have.
There are only 90,100 in the Nation right now.

Senator HARRIS. For those 90,000, this is a rather important matter;
wouldn't you think?

Mr. VENEWAN. To put it in the perspective, there are 260 families in
Oklahoma and about 37,000 in California.

Senator HARRIS. If we start out with pious statements about how we
want to hold families together, then we ought not to try to mislead
people into thinking that we are doing that, when in some ways, here,
we would be going backward, even from where we were in the original
bill.

Mr. Vp.NEMFAN. I don't think we are with the grandfather clause.
We are not stepping back if we "grandfather" the present caseload in.

Senator HARRIS. The present caseload was insufficient to start with.
The Senate of the United States, acting on an amendment which I
and the late Senator Robert Kennedy offered, decided in the past that
it wanted to make the unemployed father program mandatory in all
of the States. We voted to require the States to allow eligibility for a
family headed by an unemployed father, requiring him thereafter
within 30 days to go into work or training. Instead, the conference,
later decided not to approve that and decided to require mothers to
go to work.

I always thought that was a rather power way to go about it. I cer-
tainly wouldn't want to see us continue in that same direction under
your revised plan.

Mr. VIENEMAN. I don't suggest that we are going in that direction,
Senator.

Senator HARRs. Just one other thing about good statements con-
cerning putting people to work. Where would you think we would
find jobs for these people that would be required to work? Shouldn't
we spend some money in helpingcreate additional jobs, Mr. Secretary,
public and private I see a prediction in the morning papers that the
unemployment figures are going to go higher. As we all know, those
average unemployment figures are already much lower than for those
who have less skills, those who are black, and other minorities. Where
would we find the jobs for these people that we are requiring to go to
work?

Secretary RIOUARDSO. Senator, as you know, of course, the current
duration of unemployment for those on the rolls is comparatively
short. And in many places there are available jobs for people if they
have the requisite skills. Tle problem is in most instances one-of match-
ing the individual and the job. I am sure you will be hearing next
week from the Department of Labor on the progress they have made
in developing computerized job banks that appear to be working very
effectively to this end. Our feeling is that while we should utilize the
special project provisions of the law that were first enacted in 1067
to make this an effective supplement to the free market provision of
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jobs, we would still like to see what can be accomplished through the
more adequate provision of job training opportunities and the more
effective capabilities of our Employment Service in making the exist-
once of currently available jobs known to those who are asked to regis-
ter for jobs under this program.

May I go back for a moment to one point? I think your questioning
about the unemployed fathers helps to point out the kind of problem
one runs into in seeking to reform an existing system and to do so
within practicable limitations of cost.

Some members of the committee, and certainly this administration,
feel very concerned about adding costs where this would be the by
product of an otherwise desirable reform intended to make the appli-
cation of the system more uniform.

In the case of the unemployed fathers and the employed fathers of
the working poor, for example, the most simple way to achieve equity
would be to mandate State supplementation for both groups nation-
wide so they would all be treated the way theunemployed fatherfami-
lies are now treated in- 23 States. The short answer to this is that it
would cost another $1 billion on the program the first year.

So the question then is given this additional requirement, is it better
to do it through the grandfathering route that Secretary Veneman
referred to?

Senator I-H ms. We ought to be candid enough to admit these de-
teriorating effects that will continue in the program which you rec-
ommend, which in my judgment are not necessary.

Second, we ought not to say that we are going to have uniformity
under your plan, when, as a matter of fact, there will be wide disparity
between what a child is worth in the way of welfare assistance from
one State to another under the plan which you propose, though there
will be a minimum floor, a floor which is less than that now paid 85
percent of the recipients. We ought not to say that we iro going to
simplify the administration, as much as I think we can, because FAP
will continue tho division between the various levels of Government
involved. So, the people ought to know exactly what we are doing
here, and I think we canAdo fr better than What you recommend.

But, I, again, say that I think that the full Senate ought to have a
chance to consider this matter -and I would be willing totrust to them
some of the judgments I think ought to be made. I think the present
system is a bad system, as this administration and others have said, and
r don't think we ought to patch around on it. We ought to replace it
with a better system.

INCLUSION OF STAFF PAMPHLET IN THE RECORD

The CHAnRMAN. Thank you very much, Mr. Secretary, and I again
want to apologize to Senator Byrd. He will have to wait until tomor-
row to take his turn.

I think it might be helpful to all concerned it we put in the record
and make available to the public generally the briefing material that
was prepared by the staff of our committee and which was a matter of
a briefiNg on yesterday, showing an analysis of various provisions
under this bill of raising some of the problems in connection with it.
It will require the one correction that Secretary Veneman made refer-
ence to.
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The State of Indiana would not have 8.9 times as many people on
welfare. That would make the highest South Carolina, which would
have about 5.9 times roughly six times as many people on welfare as
under existing law. These charts will be made available.*

Mr. V.."mAN. I might suggest there may be another error in ap-
pendix A, of the same booklet. You suggest that you received responses
from 26 Govcrnors. I counted responses from 30 States, when you com-
bine the medicare and the AFDC rolls.

The CHAIRMAN. Right, Insofar as we may be in error, and insofar
as we have been provided with that erroneous information, that all
should be checked out, and I think it might be well at this time to make
it available so anyone could inqke any comment they want.

I appreciate your information, Mr Secretary, and I am speaking
now to Under Secretary Veneman. You have a much larger staff than
we do and we would like to have the best information that can be made
available to help us in our deliberations.

Senator Byrd, if you want to interrogate the Secretary at this
time-otherwise we will stand in recess and call on you vith the re-
maining Senators tomorrow.

Mr. Secretary, I want to compliment you for the fine presentation
you have made here toda and for your complete and forthright re-
sponses to the questions directed toward you by the committee.

We look forward to seeing you tomorrow at 10 o'clock.
(Thereupon, at 12:45 p.m. the hearing recessed, to reccnivene tomor-

row, Wednesday, July 22,1970, at 10 a.m.)

*The booklet referred to appears as appeidlix B of this hearing, p. 1071.





THE FAMILY ASSISTANCE ACT OF 1970

WEDNESDAY, JULY 22, 1970

U.S. SENATE,
CoM-1mI ON FINANCE,

Washiington, D.O.
The committee met, pursuant to recess, at 10:10 a.m., in room 2221,

New Senate Office Building, Hon. Clinton P. Anderson, presiding.
Present: Senators Long (Chairman), Anderson, Talmadge, Harris,

Byrd, Jr. of Virgina, Williams of Delaware, Bennett, Curtis, Miller,
Jordan of Idaho, Fannin, and Hansen.

Mr. ANDERSON. Senator Jordan, will you start off with questions?

PLACING WELFARE RECIPIENTS IN TIIE JOB MARKET

Senator JoRmAn. Thank you, Mr. Chairman.
Mr. Secretary, we come to the second round of these sessions. I think

I am in full agreement with the objectives of the administration bill,
but I, like some others who expressed themselves before, have con-
siderable doubt as to whether or not the proposed legislation will meet
the requirements that you have set out for yourself.

I noticed in this morning's paper the monthly welfare bill in the
District of Columbia has increased 71 percent in the past year. Now,
the number of welfare recipients has gone up 36 percent. By reason
of the fact that the are getting more money, either by relaxed stand-
ards or for some other reason, the dollar cost has gone up 71 percent.
I can appreciate that' if this kind of escalation continued throughout
the decade of the 1970's we would truly be faced with a problem. So
I am eager for some kind of constructive method to reduce the general
burden and translate it into more effective use of our resources by
getting these people, those who are able, into production.

(The article previously referred to follows:)
[From the Washington Post, July 22, 19701

MONTHLY WELFARE BILL IN DiSTRIOT INOREASES 71 PERCENT IN 1 YEAR

(By Carol Honsa)

Washington's monthly welfare bill has increased by 71 per cent in one year,
rising from $2.1 million in payments to welfare recipients in May, 1969, to $3.6
million in May, 1070.

The number of welfare reclipents also increased by 86 per cent in the one-
year span, from 41,572 in May, 1069, to 560,575 this May, according to the latest
D.0. welfare department statistics.

The biggest increases were in the city's largest and costliest relief program,
Aid to Families with Dependent Children, which added 53 per cent more families
and paid out 81 per cent more in monthly benefits.

(443)
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City welfare officials say the increases are mainly due to liberalized policies
that make it easier to qualify for and get relief, as well as new programs to lo-
cate the needy and steer them to the welfare office.

Nearly one out of every nine Washington children is living on relief, according
to a recent federal report. The new welfare figures underscore a growing rate of
relief dependency here and a resultant squeeze on the city's budget.

The city expects to pay out more thah $45 million to welfare recipients in tile
current fiscal year, more than triple the amount of aid payments in 1900.

Deputy Mayor Graham W. Watt citted "drastically" growing relief rolls Mon-

dt~n a memorandum asking city department heads to hold down their fiscalI!,_bAudget requests.

, Watts aid the relief caseload here is expected to grow 87 per cent from 1970 to
i19170-1faster in two years than in the entire preceding decade. The caseload grew
68 per cent betwen 1000 and 1070, he said.

Winifred G. rhbimpson, city welfare director, said it may take two to three
years for the qJtIng caseload to level off. Much of the increase, she said, represents
the "backlog ' of needy persons who were eligible for aid but had not sought it
earlier. 1'

"More and more the poor In the nation's capital are no longer invisible," deputy
welfare director Albert P. Russo explained recently. "They are being sought out,
they are being found, and they are being referred for services they are entitled to
under the law if they meet the eligibility requirements."

According to Watt's estimate, the city will have 35,000 families on relief in
1972. Welfare officials say they cannot yet estimate the cost of that caseload
because Congress has yet to act on proposed payment increases for welfare
families.

Changes in the city welfare system that have made it easier to get relief include:
The elimination-by Judicial ruling-of the previous one-year residence re-

quirement and the "man in the house" rule that denied aid to a mother and
children if ft man lived with them.

An end to wholesale investigations of the eligibilty of welfare families. A court
decision enabled relief clients to keep investigators out of their homes without
losing their welfare checks, and a year-old "declaration" system of taking appli-
cants at their word permits only random sample investigations.

Decentralization of welfare services. Three welfare branch offices in outlying
neighborhoods make it more convenient to seek relief.

A proliferation of public and private programs that send workers out into poor
neighborhoods to locate the needy and inform them of welfare benefits.

Other factors in the growing welfare caseload include higher living costs, which
force persons--particularly the elderly-to seek welfare when inflation catches
up with their fixed incomes.

The city's welfare increases parallel national growth in relief case loads and
costs, 'The local, state and federal governments spent $6.3 billion to aid 11.1
million welfare clients In flseal 1909, compared to the $3.7 billion they spent to aid
0.87 million recipients i0 years earlier.

Senator JORDAN. This bill, Mr. Secretary, has been hailed as a wel-
fare to workfare bill. As I read the bil the only requirement for
eligibility is registration, not work. Is this correct?

STATEMENT OF HON. ELLIOT L. RICHARDSON, SECRETARY OF
HEALTH, EDUCATION, AND WELFARE; ACCOMPANIED BY ROB-
ERT PATRICELLI, DEPUTY UNDER SECRETARY, AND HOWARD
A. COHEN, DEPUTY ASSISTANT SECRETARY

Secretary RichARDSON. No, Senator. There is a requirement for
registration and in addition there is a requirement that the registered
individual accept appropriate job training, if this is indicated. And
in addition, if there are jobs available at prevailing wages or at the
minimum wage, the individual who is capable of working would be
required to work.

In this connection, Senator, I do think it is important to emphasize
that the approach reflected in this legislation embodies a number of
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interlocking strategies to the encouragement of work by those wh,
would be eligible for assistance. I think it is important to keep these
in perspective. Wo start out with the requirement of registration
which you pointed out. Added to this is the requirement of accepting
training, where this is indicated, the requirement of accepting a )o
subject to penalty of U0S3 of $500 in benefits, and the exclusion of the
individual worker from the rolls, if le doesn't work. When you couple
these with the incentives that are incorporated in the legislation
which permits a retention of earnings, and which eliminate the disin-
centives to work that exist under tho present system. I think you can see
that what in effect we have is a series of interrelated measures all aim-
ing in the general direction of encouraging work.

Senator J ODAN. I-low do these new, that is the proposed regula-
tions differ from those that are presently in existence under statutes
now on the books?

Secretary RICTARDSOX. There is no similar work requirement under
any statute now on the books. The provision under the work incentive
program adopted in 1967, for example, which first went into effect
only about a year ago, provides for the referral of an appropriate
AFDC mother capable of working. As you know, many States do not
deem any mother appropriate. We think that the effect of the family
assistance program is quite different.

There has been, as you know, a wide range of experience and effee-
tiveness under the work incentive program, largely (1) because there
is no registration requirement, and, (2) because there is no work
repuireient.

senator JORDAN. The last report I saw from the Department of
Labor indicates that there are presently about 82 million people in
the civilian and work force of whom nearly 4 million are presently
unemployed. What you propose in this bill is a work-fare billto make
more people compete in the job markets with those 4 million who are
presently employed. The two employers generally can be categorized
as being in the private sector and in the public sector. MostF it is

the private sector that is going to have to supply these jobs, anX since
the private sector has to answer to a board of directors and also their
-stockholders, they are going to hire the most productive people first,
and they are going to let go the least productive people when a decline
in earnings or decline in activity is indicated for that particular
industry.How do you propose to place more people in this h'ihly competitive
job market with qualifications to compete without offering some kind
of incentive to people who hire in the private sector to take on these
of less than the first order of desirability off of the unemployment
rolls.

Secretary RIOHARsox. This is a very real problem, Senator, but I
-do think that the app roach that we are taking here, if you combine
the incentives tha have just mentioned with the benefits of the job
training program, and add to this the operation of the jobbanks
you have a combination that will enable a lot of -people to get jobs
that are going begging now even in the face of rising unemployment.
Job banks are now operating in 42 cities and this number will be in-

.creased progressively by the Department of Labor. The early opera-
tion of the Job banks show they have already increased the percentage
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of job placements going to the di3advantaged. This is a result of their
providing daily printouts, as they call them, of available jobs. Sur-
veys have been made in some cities showing that there were a large
number of vacancies even in the midst of unemployment.

There is the further consideration which is developed on p ages 21
and 22 of the committee print which points out that the kinds of
workers who would be "covered under this program are in many in.
stances people in cities that are not necessarily affected by fluctuations
in the job market overall. Such fluctuations are more apt to affect em-
ployees in manufacturing industries, for example, who would be at
wage levels beyond the range of assistance under this program any-
way And of course, you know from the tables, a very considerable
number o? them are rural poor people with very low d sh incomes.
Senator JORDAN. It is my understanding about 2 million new work-

ers entered the work force in 1969. This was higher than the average.
But this is a substantial number to absorb and probably accounts some-
what for the higher than usual unemployment percentage i'ato that
prevails at the present time.

Do I understand you are going to conduct manpower training pro-
grams to better qualify these people and update their skills so they can
compete in this labor market?

Can you tell me Mr. Secretary, how many manpower training pro-
grams are resent in operation in Health, R ducation, and Welfare
and in flie Labor Department and in the other departments of Gov-
ernment? If you can t answer it directly, would you please supply it
for the record?

Secretary RIcHARDSOX. I can't answer exactly. I know there are
several. Of course, it is the objective of the Manpower Training Act of
1970 which the President proposed to fit these together into more co-
herent administration*

This bill, as you know, has been the subject of hearings in the
Senate Committee on Labor and Public Welfare and is being marked
up there. The total number of job training opportunities provided for
under all these pieces of existing legislation is roughly about 1 million,
I think.

Senator JORDAN. About a million. And what do you calculate the.
need to be?

Secretary RIOIIARD)S02. I would like to defer an answer to that. We
can supply, as you requested, some data in the record at this point, but
you w ill be hearing from witnesses much more expert than I am onthis subject when Scretary Hodgson and Assistant Secretary Rosow
apper next week.**

I would like to add, however, with reference to the subject of addi-
tional numbers of workers coming into the job market each year, that
the Bureau of Labor Statistics also estimates that there will be an av-
erage of 2 million now job openings a year developing between now and
1975 in clerical, sales service and operative occupations. Part of the
problem is to match the available new people coming into the market
with the new jobs.

I think we feel that tho current rise in unemployment is attributable.
in considerable measure to the impact on the munitions, defense, aero-

YThe D partoneat's redpease appears in appendix 0 p. 1135.
*1*he vepartment'a response appears In appendix d, p. 1188.r
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space industries of a reduction in overall defense production and pro.
curement. The current duration of unemployment for these people is
an average of about 9 weeks. Such a situation would not be likely to
significantly affect the families who are the particular concern of the
legislation we are talking about now.

Senator JOIRDAN. As I understand it, you would not favor offering
tax inducements to the private sector to take on people who are less
than productive in order to upgrade their skills to productivityI

Secretary RIcirAnlDsox. No, I wouldn't say I would not favor it, Sen-
ator. Of course the administration heartily supports the job training
efforts of industry, anrd I am sure that this is a significant contribution
to upgrading the skills of people entering the labor market..

So far as the disadvantaged are concerned, I think it becomes a
question of relative costs and efficiency of the job training program
to be paid for directly out of Federal funds and of a program doing
the same through a tax incentive. I certainly do not oppose it.

Senator Jo)nDAz. In case the private sector is unable to absorb the
traditional load of applicants for jobs, would you under any circum-
stance favor the Government as an employer of last resort?

Secretary RICHARDSON. I would be very hesitant to enact legislation
making provision for this. While we could recognize the possible
desirability of doing this, I think we ought to move along lines that
are designed to give the free job market maximum opportunity to see
what it can do with the assistance that would be provided through
job training, improved referral services, and so on. And, of course, we
do have the existingprovision for the special projects that was en-
acted in 1967 and which would be simplified and strengthened under
this legislation.

FAMILY PLANNINo

Senator JORDAN. One more question on another matter, Mr.
Secretary.

I am curious to know why you changed your plans in this revised
legislation with respect to family planning. Under the present law,
this must be offered to all appropriate AFDC recipients; 419,300
persons were offered family planning services in 1969. It may be
offered to persons who were once on welfare or who might become
dependent and it is an open-ended Federal matching program under

resent statutes. Although there was not any discussion in our April
earings, you have deleted some of these provisions and now under

the revised bill there is no requirement that family planning be offeredor made available to welfare recipents. Persons above the poverty
line, including many welfare recipients must pay for family planning
under the proposed closed-end Federal grant program.

Why did you change and what justification is there for it?
Secretary RICHARDOSN. I don't think it reflects any reduced emphasis

on the part of the administration on the importance or desirability
of family planning services. On the contrary, President Nixon is the
first President who has submitted a special message to the Congress
on this subject and we have strongly supported legislation passed by
the Senate on the general subject of family planning.

The reason the change was made was simply that in submitting the
services amendments, there was a separation made throughout be-



448

tween the provision of services on the one side and eligibility for
income support on the other, and so no service, therefore under this
approach is a condition of eligibility for money.

But we do. want to emphasize the importance of these services and
if the committee felt that it vas desirable in some way to again tie
in the connection between payment of money and receipt of services,
we certainly wouldn't object.

Senator IJORMaAN. I can't understand.
A billion-dollar piece of legislation to implement some change in

this area and now comes the new administration revision with these
certain features deleted.

I yield the floor.
The CHAIRMAN. Senator Fannin.

FOOD STAMP PROGRAMS

Senator FAzniw. Thank you, Mr. Chairman.
Mr. Secretary, I, too, commend you for the goals that you have in

this legislation, but I also wonder about the implementation.
Mr. Secretary, on page 16 you talk about minimum support levels.

Page 15 of your testimony. And you speak of the food stamps. There
are some States that do not have food stamps and I notice that as far
as the stipulations for commodities that you do not have any credit.

What will you do in cases where the States do not have food
stamps?

Secretary R10HARDSON. The short answer Senator, is that we are
providing a basic Federal $1,600 minimum. That minimum itself would
be higher than the existing public assistance benefits provided in eight
States as of 1969. Above that minimum there is a range within which
a State can opt to supplement, including supplementation through tak-
ing advantage of the food stamp p lan. We hope and believe that States
will do-this -and we are prepared to assume the Federal share of the
cost which is reflected in our cost estimates as involving an aggre-
gate increase over present ei6nditures for -food stamps of about
$400,000. It. is also basic to the plan that we would add the families
of the working poor who would likewise be eligible for food stamps.

Incidentally, Senator, and Mr. Chairman, I would like to mention
that if the committee would care togo into this subject or the rela-
tionship of housing to this program, the administration would be glad
to provide witnesses for this purpose. Assistant Secretary Lyng of
the Department of Agriculture and Under Secretary Van Dusen of
the Department of Housing and Urban Development would be avail-
able if the committee so desires.

Senator FANNXi. Why I asked the question, because, in so many
of your statements you take it for granted that all States have- the
medicaid program and there are two States that do not have the
medicaid program. Of course, I understand your program that you
are advocating for February of 1071 may relieve this situation. I hopeit does. BUt I know this is a concern and I was wondering about when
you say the States are protected and wego forward with it, Of course,
the $1,600, I understand, is all Federal funds and no matching is pro-
vided for above the poverty level in supplemental payments and that
the States would have a hold harmless provision that no more expendi-
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tires in fiscal 1971 are adjusted for cost-of-living increases. But it
seems to mo it is going to be difficult for you to accomplish the objectives
that you have because of the variance in the different States in this
regard, no medicaid, no medicare, no food stamp program.

Secretary RmiHARDsON. I think, Senator, that the only States that

don't have medicaid programs are-
Senator FA NIx. Alaska.
Secretary RIOuAnDsoN. And Arizona. And our Federal health insur-

ance plan would simply extend the counterpart of medicaid to cover
families under this program in those States. In the other States, it
would be a substitute for their existing programs.

COVERAGE OF INDIANS UNDER FAP

Senator FANNI. I am very much in favor of that and I have intro-
duced legislation that would provide that benefit to those two States.
But we have other problems in some of our States. A you realize, our
Indians are the most deprived of all our citizens in the United States.
In my particular State we have more Indians than any other State.
We do have a large number of Indians and of course they are under
the BIA, they are under public health service, their hospitals are under
public health service. They own 27.7 percent of the State of Arizona.
They have some very different circumstances to contend with. They
have private income as compared to the per capita individual income.

I am julist wondering if you are going to provide any basis so these
people will be protected and that they, of course, will have the serv-
ices that will be needed.

Secretary R1on1ARDSON. Senaior, I think it should be pointed out,
first of all that many intact Indian families will receive benefits under
this program because they will become eligible for the basic family
assistance plan benefit where they are not now eligible for any form of
public assistance.

But we are very concerned and conscious of the problem of in rov-
ing health services for Indians, and as you probably noted in the Presi-
dent's message on programs for Indiasn the other dsy, there is pro-
vision for an additional $10 million, I think, in public health service
expenditures for this purpose.

The result, taking these things together, can be substantial improve-
ments in health levels for Indians.

Senator FANNIN. What I am wondering about, Mr. Secretary, what
will be the effect on the States as far as supplemental costs when you
get into Indian programst That is one of the problems that the States
have in regard to medicaid. The cost has been so burdensome. For in-
stance, in New Mexico they had to revise their program because of
the exorbitant costs, and I was just wondering what effect this will
have as far as the assistance plan on the cost to the States that are
involved, such as the State of Arizona and/or New Mexico or others
that have large reservations and large Indian populations.

Secretary R1oHAPDSON. I think the Family Assistance Plan will
help a great deal because all of the Indian families who will be coy-
ered under the plan would also become eligible under the proposal for
family health insurance which we will be submitting in February.

44-527-70-pt. 2-5
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Senator FANxIN. My question, though, is: What about the cost to
the States that are involved. The Indians are on reservations in my
State, a largo number of them, and how will the State be involved?

Secretary RICHARDSON. The family health insurance plan conceived
of is wholl-, federally funded with'an option for the States to provide
such additional and supplementary health services not covered under
the health insurance plan itself.

In the case of Arizona, which does not have now a medicaid pro-
gram covering Indians, there would be net gain for the Indians through
the family health insurance plan coverage and no cost to the State.
except if the State chose to build on the basic protection provided
under the family health insurance program.

Senator FANNIN. On the family assistance plan, in other words, you
say there would be no additional cost on the State?

Secretary RIOCHARDSON. Under the family assistance plan-there would
be no additional cost to the State. Most States receive some Savings un-
der the family assistance plan. The aggregate is $662 mnilhion. And in
the case of those States which would not receive savings but rather
have to spend more, there is a, hold harmless clause wlich in effect
saves them from any additional burden.

Senator FANNIN. I realize that and I referred to it.
Secretary RrCHARDSON. Arizona Would-save 8.0 million.
Senator FANNIN. That is a little bit strange the way that is calcu-

lated because it deducts instead of adds on in the formula that you
have. I think it is a clerical error in your figures there that you have.
When you say if you add the two together I think it comes up to more
than that. Isn't that a clerical error?

Secretary RICHARDSON. Point four shows as a minus under adult
programs, It should be a plus.

Senator FANNIN. It should be a plus?
Secretary RICHARDSON. Yes. So the savings of 8.9 is correct. The

minus before .4 is incorrect,
Senator FAN NiN. I knew there was a variance there.
Secretary RICHARDSON. There is a clerical error.
Senator F ANxIN. That wasn'timportant but I just wondered about it.

EFFECTS OF PAP IN PiIOENIX, ARIZ.

Changing the subject. When we get into the incentive program,
when we talk about the benefits that are going to come about and the
incentive for people to take work and to strive to get a position or
job, in Phoenix, Ariz. For instance, under present l[awv a. family of
four headed by a woman, the net value of each dollar if she moves
from unemployment with no income to full-time work at the mini-
mum wage, the present'law is 62 cents; under HI.R. 16311 it is 60
cents, and under the administration revision it is 28 cents. On page 19
of the committee print.*

Secretary RICHARDSON. Yes, sir.
Senator VANNIN. Would you desire to restructure this provisin I

e yO at is illustrated i n is chart in the com-
nitres print distributed yesterday is the result of eliminating the dis-~incentive that exista under prsnt law, or that would haveexisted
under .R. 16311. When a family moves up to the top level of income

*P. 1091 of this volume.
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that they can receive through a combination of earnings and family
assistance and then crosses that threshold becoming ineligible for in-
come supplementation we have what we call a noteh. The family who
crosses that threshold and then is dependent wholly on earnings re-
ceives less money than the same family received just before crossing
the threshold, So there is a disincentive to increase earnings at that
point. What we did under the June amendments was to eliminate
the notch and that has the result of tle income being retained at each
stage as a smaller proportion of the income earned at that stage. In
graphic terms, we have developed a fairly straight line as income
rises with no notches but the line doesn't rise as steeply.

As the text opposite the chart points out, the proposed changes are
designed to eliminate strong work disincentives at higher earnings
lverbut they, do so at the expense of reducing work incentives sharply
at lower earnings levels. That is what this chart reflects.

The committee in effect is therefore faced with a question of judg-
nient, whether it is more important to encourage work by eliminating
the sharp disincentive at the higher level, or to retain a greater incen-
tive at the lower levels. We thought that on balance it* was better to
remove the notch. So that is what was done.

As I said earlier, the effect of this change needs to be considered
in the context of the other incentives that are also provided, for
example, job training. the registration requirement and time penalty
for not working. I think we also need to keep in view the fact. that
a given family will not necessarily receive the whole combination of
benefits that are reflected in the chart. One further comment also
needs to be made. I am not sure that people really think of the benefits
or the earnings they receive in cash in the same way as they look at
benefits in kind. So we feel that (he overall incentive to the family
to improve its position and status through work is greater than this
chart indicates.

Senator FANNi. Well, I realize it is a question of judgment, as
to which level you might, have the greatest benefit, but I think that
can be worked out perhaps and changed to some extent.

IMPORTS SEEN AFfT.CTING PROJECTED JOB OPENINGS

Mr. Secretary, one matter tlint was brought. up but you answv'red
the question do you feel there would be 2 million "job openings
available eaci year. Certainly if we project what has been happening
with our industries going abroad, a tremendous number of jobs that
are, being exported, don't think we can justify that conclusion.

Secretary Stans received a letter from tile chairman of one of our
large corporations wherein he stated that they were forced to go
into Taiwani for instance, in order to be competitive, and that they
will reduce their empl6ymnent in tile United States by about 30 per-
cent when their plant goes on stream. Of that 30 percent, lie stated
38 percent of those peoli)e who have been under governmental training
programs and that mi lions of dollars have been spent preparing for
this work and they will lose their jobs.

I am just wondering if -we can carry through a' program such as
this unless we couple it with some othermoves mUthe direction to try
to correct this situation. We certainly know that. is the President's
concern. At the same time he stated that he would not be willing to
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go along with the quota programs and I don't know whether he will
go along with some of the other programs that would be somewhat
restrictive but they would certainly encourage plants to remain here
in this country and employ our people rather than to go abroad.

Do you think we should couple what you are making about witl the
work that, is being done by the Department of Commerce?

SecretarN IIICIiARDS0N. Of course these are all questions which this
committee will be concerned with at such time as it considers the
trade bill now in the Committee on Ways and Means.

I am not, a particularly competent witness on the question of how
best, to create ,ob opportunities, but I am aware that there is involved
here an overall issue of policy on whether we are more likely overtime
to create more jobs through- encouragement of exports, which is pos-
sible only if we import, than if we follow a more restrictive policy.

In any event, the 2 million job opening figure I used is a Depart-
ment of Labor Statistics estimate and the basis for it is a subject on
whih I think theLabor witness can better testify.

Senator FANNIN. I don't want to prolong that particular subject but
I am vitally concerned because we are working in the opposite direc-
tion. It is a very serious problem when the Japanese can inport a car
in the United States with the four and a half percent tariff going
down to 3 percent. And if we are going to get a car in Japan it iltarts
out at 171/2 percent tariff. So I think we must go into this program
very thoroughly and we must work together or we are going to face
a very serious situation as far as jobs are concerned. But I won't be-
labor that particular point.

STIIIKERS AND WELFARE BENEFITS

Mr. Secretary, when your predecessor appeared here a couple of
months ago, it. developed during my questioning under H.R. 16311 Wel-
fare benefits would be paid to strikers. That was on page 323 of the
hearings.

Have you made any change in this respect in your revised'bill?
Secretary RICMARDsoNi. No, we haven't made any change in the bill

now before the committee. However, we have submitted[ to Senator
Miller language that, would provide for barring strikes from benefits.

Senator FANNIN. You would recommend that would be done?
Secretary RICHARDSON. I haven't personally had an opportunity,

Senator, to focus directly on that question. But I think I would ber quite hesitant. to do this. An individual must be working at what is a
low-wage level or his family wouldn't be eligible for family assistance
payments at. all. If ha then goes on strike it is a situation that, he may
not control. A decision to strike is a collective decision often made
nationally, and his wages are cut off at that point. I would not favor,
in every strike case, the individual who is out of work because of the
strike thereby automatically forfeiting whatever supplementation he
was already getting.

Senator "Mi.. Would you yield? I do want the record to show
that my suggestion was that we change this to cover workers .on a
wildcat strike. I believe the committee records will show that I sub-
mitted a recommendation on that point only because I recognized thatin general strike situations the problems can be somewhat different. My
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attention was focused on the wildcat strike as distinguished from the
other.

Senator FANNIx. Mine is not and I do not feel that the Federal
Government should underwrite a strike and I feel very keenly about
it. I think that today we are in a competitive positioii where we are
losing one industry after another. We are not competitive in very
many industrie, iny more and we face a very serious sit nation. We talk
about an unemployment percentage of . percent. I think we are very
unrealistic. If we look forward-and it Is not from the standpoint of
what our Government is doing but from the standpoint of our coin-
petitive position with the other countries of the world. When they
report to us that they are paying 18 and 24 cents an hour in Taiwan,
Korea, and liong Kong, then we have to realize we must have greater
productivity in this country if we are going to be able to go forward
and we certainly can't have that with strikes and troubles and non-
cooperation between management and labor But I won't discuss that.

Secretary RicHARDSON. I do think I should add a couple of words,
though, Senator.

My response to your question was directed to the situation of a
worker at low wages whose family was receiving some additional in-
come under the family assistance plan and who is then thrown out of
work by the strike. I said th4t in such a situation it didn't seem to me
that he and his family should lose benefits because of the strike. You
may have been thinking rather of the situation in which an individual
not receiving family assistance has his income cut off because he has
gone on strike. There would be very few situations in which a family
could qualify for family assistance in such a case because income that
would be available to them during the rest of the year would prevent
a determination that they would be likely to need supplementation
during the year. Finally, perhaps most importantly, they would be
almost certain not to qualify because of the assets test.

Senator FANNIN. If they are getting strike benefits?
Secretary RIOAARDsoN. The cases in which an individual would ap-

ply for benefits because lie is not receiving wages on account of a
strike and would be found eligible, would be very rare. It is true even
under existing law that an individual or family doesn't lose food
stamp benefits and would, I think, in most States, at least at the State
option, be eligible for unemploy ment benefits. To suininarize; first, if
a family is already getting benefits, it. doesn't seem to me they should
be cut off. Second, the cases in which they would qualify because of
being on strike would be very limited.

Senator VAxNxiN. My concern is whether or not lie would receive
additional benefits, anI that. was the question. In other words, I cer-
tainly would agree as far as cutting them off from what they were
entitled to under the family assistance plan is different than placing
them in a different position because of going on strike, and here I
feel that the unions have a responsibility where the unions are in-
volved, and they are involved in most instances, and this is the ques-
tion that I posed to you.

Secretary RICHARDsoN. I would be hesitant to increase their bene-
fits. We have to ,have a long strike before the question would arise.
They would have to in most every instance have exhausted unem-
ployiment compensation where they are otherwise eligible.
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Senator A.N.NIN. In some States they -are not eligible for unem-
i)loyvnlent compensation. Is that true?

Secretary RICHARDSON. Yes. I don't know the proportion.
Sen~IANor hINSsN. If the Senator would yield at that point just in

Or(ler that I can understand precisely the position of HEIV.
Let me ask this question, Mr. Secretary. Let's assume that an indus-

fry is struck and none of the persons who are on strike who were em-
ployed by that industry are drawing any welfare. Let's assume that
their wages were high enough so as to exclude them fnom any welfare
benefits. There have been cases where strikes have continued on for
a long period of time, which is true with the copper strike and coal
mine strikes in the past.

Do I understand you to say that in your judgment the possibilities
of people qualifying for welfare in this situation would be rather
minimal I

Secretary RIOUARDSOX. Yes; they would be very minimal both on
account of the proportion of earnings they would be likely -to have
received already in the year and of the projection of earnings they
would be likely to receive in the future; but also because of the assets
test.

Senator HINEsm. Let's assume that they Would qualify insofar as
the assets test. is concerned. Let's assume also that the strie continues
on for, say, a 2-year period of time, so that insofar as their income
is concerned they have no income.

Now, the question tlt I would like to have you focus upon is this:
1 understand one of the tests that you propose to impose oin people
seeking welfare benefits is that, they must i-egister for and be avail-
able for employment. I would assume that if'they are on strike that
there is employment available to them but they by their own decision
chose not to accept that. employment. Will they be eligible, say thestrike carries on for 2 years, for welfare?

Secretary RHARDSON. No- because as you pointed out, the wage
earner in a family which applies for benefits under the family assist-
aice plan would iave to register for work and this is in the case you
suppose. He already had work$ he is, therefore, capable of work. He
would probably be referred to work in an- event, and if he then re-
fused it lie would forfeit his own benefits. In my opinion the chances
are overwhelming that he would t- ke the job.

Senator hA- Nsm. Well, I attempted to point out in my question
that he refuses to continue on because for one reason or another', either
the. terms of his employment are not satisfactory to him or some-
thig is not satisfactory, which caused or yrecipitated the strike in
the first place. So there is no question about is being able to continue
on at wages which I assume would keep him, would hold him well
above the sort of income necessary to qualify him for welfare, but
rather of his own volition he chooses not to continue on that job, that
is, he is on strike.

My question specifically is will welfare be available to him?
Secretary RCHARDSON. i had in mind being referred to another job,

not of course the job on which he was on strike. Under the bill as it
iow stands, assuming all the rather unlikely conditions that would
have to attachl-a very long period on strike, a low level of assets so
that the family wouldn't be excluded by the assets test, a refusal to
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take the job to which he was referred and the consequent reduction
of benefits that would automatically follow from this the individual's
family his wife and children would still otherwise be counted, As

the bill is presently written if all those hurdles had been cleared they

would be eligible for benefits.
Senator HANsEN. It is my understanding, that actually the only

penalty that would be imposed on him under the administration bill

would be that lie would suffer a $500 penalty for having refused to

take a job. Isn't that right?
Secretary RIo1ARDSO. Yes, sir.
Senator HAfpN. Thank you.
Senator BENNm . May I ask a question at this point? You must also

assume there are no strike benefits.
Senator FAxNNi. That is what I was asking.
Senator BvExxar. I can't think of a union that would keep its peo-

ple out for 2 years without providing them with some union support.

It has been my limited experience with strikers, that as soon as the

strike is called they scatter-and get jobs in other industries, whenever
they can get them, and so I agree with the Secretary, the possibility
of this is very, very remote.

Senator HANSEN. I think if the S6nator is interested, and I am cer-

tain he is, there is some documnentationl of this precise situation oc-

curring in the copper mines. Those people were not able to go any

other place, had very little benefit in the way of union support for

their strike whether by their own volition or not. I don't know pre-

cisely the factin each individual case, but I think it is worthwhile to

have a record that has been developed on this point and I appreciate
the Secretary's responses.

Secretary RICIIARsoN. Thank you. May I also thank Senator Ben-
nett for mentioning that there is the further limitation of the number
of people who would even be considered for eligibility that results
from the availability of strike benefits. These would be counted, as

the law is written, as unearned income, and so eligibility for the $1,600
minimum would be reduced, therefore dollar for dollar.

Senator FANNIN. I would verify what the Senator from Wyoming
said. A recent copper strike lasted 81/2 months, this did occur and many
of the workers were not in a position to go to other localities to seek

work, nor were they capable of taking jobs that might be available,
for instance, in construction industry.

My time is up and I thank you very much.
The CAIRM3AN. Senator Byrd.

WORKINo POOR

Senator BYRD. Thank you, Mr. Chairman.
Mr. Secretary, the first 12 pages of your statement yesterday im-

presses me as being an excellent presentation of the shortcomings of
the present welfare system and an excellent, presentation of the
need to modernize and to reform our present system. I certainly agre
with you that many changes need to be made.

I am trying to understand the proposed program and I must say
I don't fully understand it at the present time.
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On page 10 of your statement you say that "Any male head of a
four-person family earning"-and you cite three States. I will take
the State of New York. "--earning $2.23 per hour in New York would
have more cash if he were on welfare."

Could you give the details as to how much better he would fare un-
der the present system and how he would fare in regard to the pro-
posed revised system?

Secretary IRIOIIARDSON". I will do my best, Senator.
The existing situation is one under which the total aid to families

with an unemployed father under the AFDC program, at the benefit
rates paid in those three States, is greater than income at the hourly
rates shown calculated on the basis of an annual wage and a 40-hour
week. That means that if the father stays out of work the family
would get a larger total amount of income than it would get if he
went to work at these-hourly rates in those States.

Now, the effect of the family assistance plan that we are propos-
ing is, in the first place, to provide a basic benefit to all families,
inuding families with workers who are working at a low wage, with
provision for a 10-percent reduction in benefit for each dollar earned
up to the poverty level. That would mean that the family would be
able, where the father is working but at a low wage, to obtain benefits
more nearly comparable to the benefit that is obtained by the family
not working at all under existing law.

In the second place, there are the requirements in the case of theunemployed father who wanted to stay on welfare rather than work
at these hourly rates, to register, to accept employment that is avail-able, or to take training, or if he is disabled, to undertake vocational
rehabilitation. If he doesn't do any of thesethings, his benefits would
be reduced by $500 and the comparative advantage of staying out of a
job then as compared with the advantage of being unemployed now,
would be significantly reduced.

Senator 1YRD. Would you do this, Mr. Secretary, for the record, not
now, but submit it for the record, take an exact case of an individual
who may be the head of a family of four, who under the present sys-
tem has a job paying him $2.23 per hour in New York and he gives
up that job, exactly how he would fare and then take the same indi-vidual, at the same rate of pay who gives up his job under your pro-
l)omsl, set. them side by side so we can see exactly how that wo ld work.

IWe will go on to another.
Secretary RiCHARDSON. I would like to call to your attention, Sena-

tor, as it has been called to mine, a table on page 176 of the earlierhearings that shows the general situation in a number of States, in-
eluding New York. It compares monthly income at identical levels
between two families. In New York, at $2.23 an hour the monthly
income would be $383. Under the present welfare program, th'ewelfare family would get $461 and the nonweifare family would
have a net of $31, assuming work related expenses equal to the
average current allowance.

We will take a further look at that and see how we might be ableto supplement it in the record at this point.*
Senator BYRD. Thank you.

*The Department's response appears in appendix C, p. 1136.
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MINIMUM SUPPORT LEVEL,

Now, you speak of a minimum support level of $1,600. Actually,
wouldn't that minimum support level be $1,600 phis $860 in food
stamps, plus for a two-adult family $220 per month? So the minimumSupport level would be a great deal more than $1,600, would it not?

Secretary RIHARDSON. YeS, if you coUnt, as you just have, the
benefits of food stamps and the proposed health coverage.

Senator BYRD. This doesn't siq anything about health coverage. It
says $110 per month for an individual in adult 'categories.

Secretary RTITARDSON. In the adult categories, the $1,600 minimum
under the family assistance plan doesn't apply. In the adult categories,
under the House bill, there is a now uniform matching formula for
Federal participation. An average benefit for a couple, whether under
old-age assistance, aid to the permanently and totally disabled, or
aid to the blind is $110 a month with the Federal Government pro-
viding'90 percent of the first $65 average statewide benefit, and 25
percent of the difference between $65 an d $110.

But in that case the $1,600 provisions that apply under the family
assistance plan for two families would not attach.

Senator BYRD. Well, then, on page 15 of your statement, where
S you say "Family assistance establishes such minimum support levels:
$1,600 per year plus $860 in food stamps for a family of four, and $110
per month for individuals in the adult categories."

I assume that all of those would apply?
Secretary RiOITARDSON. No, that is not correct but I can see how you

would have read it that way. This was intended simply to list the
minimums provided for in the legislation, three different kinds of
minimums. But the $1,600 a year figure and the $860 in food stamps
figure apply to a family of four and the $110 a month applies only
to the adult categories.

Senator BYRD. Well, then, the minimum bujpport would be $1,600
i in cash plus $860 in food stamps, over a minimum of support of$2,460.

Secretary RICHARDSON. Yes, sir. Of course, it needs to be emphasized
that the adult categories we are talking about here are only those
people over 65, the blind, and the permanently and totally disabled.

Senator BYRD. Thank you.

REVENUE SHARING ASPEUMs OF THE BILL

As I read your statement, States are protected through a hold
harmless provision which assures that they will not be required to
spend more on welfare in the future than they spend in fiscal 1971,
with the exception of cost-of-living increases.

Secretary RICHARDSON. Yes, sir; that is correct.
Senator BYRD. As we go down the road, then, leaving out the cost-

of-living increases, any changes or any increases in the welfare pro-
grams will be met entirely by the Federal Government. Is that correct?

Secretary RICHARDSON. Yes, that is correct, except to the extent that
the State chooses to supplement its benefits. The projected increases
that we anticipate for individuals and families who are now covered
under public welfare are shown on the tables on page 24 of tie com-
mittee print. The dramatic thing that appears in these tables is the
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very substantial increase in the Federal expenditures under the exist-
ing programs. Whether or not we add the families of the working
poor as we would under the proposed family assistance plan, as you
can see, tile line on the bottom of the first table, the total Federal
share would rise under existing law by $3 billion between 1971 and1976.

Senator BYRD. What I am trying to get clear is that the States will
have their part of the welfare program, except for cost-of-living In-
creases, frozen at the present level. Any improvements in welfare as
the years go by will be taken care of entirely by the Federal Govern-
ment. Is that correct?

Secretary RiOHAensoN. I think the answer to that is that if the
States were to provide more generous benefits or change in some waythe coverage of the levels ofbenefits made available to covered fam-
ilies, the 1F ederal Government wouldn't automatically pick up the
tab. What we have said is that we won't require the States to spend
any more because of the enactment of the family assistance plan itself.

Senator BYRD. Now, you say on that same page "Many States will
in fact experience substantial fiscal relief."

As I understand it, of the relief which will be obtained, 35 percent
will go to California. Another way of stating it, five States, including
California, would obtain, would receive 63 percent of that relief and
the other 45 States would have the other 37 percent divided between
them.

Secretary RICHARDSON. Yes, sir. This is a result of largely of the
new provisions for the Federal matching in the adult categories. In
the case of California, which has rather-high benefits for adults, the
substitution of the formula I referred to earlier, 90 percent of the first
$65 average payment and 25 percent of the balance, has the effect of
bringing about a larger proportional Federal share in California than
in other States.

Senator BYRD. So the bulk of the revenue sharing would go to five
States, two-thirds.

Secretary RICIIARDSO.IV Yes, sir.
Senator BYRD. And the other 45 would be involved in only 37 per-

cent in total I
Secretary RICHARDSON. If you look at tables of public welfare ex-

penditures--I am not sure it is in the same ratio-but these are also
the States with the highest welfare exPenditures. Total combined Fed-
eral-State welfare expenditures in California is something like a billion
and a half dollars.

Senator BYRD. The fact is under the proposal of the revenue sharing
aspect of this bill, 35 percent will'go to one State and 63 percent wi 1
go to five States.

Secretary RIC ICADSOi'. Yes, sir.
Senator BYRD. All right.
Secretary RICuARsoN. This is an automatic consequence of the bill.
Senator BYRD. Regardless of the reason, the fact is as stated.
Secretary ICHARDsoX. Yes. I meant simply to comment on the word

revenue sharing. This wasn't a specific objective of tle bill. Insofar
as the committee might feel flhat, it was deii~ble to Use the aggregate
$662 million,- agg-egate saving for the States on a -revenue-sharing
basis, then it wouldbe, necessary to substite some provision for the
automate distribution in the bill.
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DETERMINATION OF ELIGIBILITY FOR FAMILY ASSISTANCE

Senator BYRD. You say on page 17 "The social worker will no longer
be the policeman for the taxpayer."

Who will be the policeriian for the taxpayer?
Secretary RICHARDSON. This would be thfe job of the Federal agency

charged with the determination of eligibility and the administration of
income payments, together with the State agencies that carry out, this
function in the States which elect. to do it themselves. The system would
rely to a very large exteiit on crosschecks with reports of income by
el)loyers under the internal revenue system. It would be done through
intensive-spotchecking of individual cases and so on. But in any event,
it would be done by the people who are responsible for administering
money payinets rather than by the social workers who would be re-
sponsibi e for providing social services.

COST OF FAP

Senator BYRD. In regard to the total coA, of this program, esti-
mated 9.1 billion for fiscal 1971, is that estimate based on current
figures or is it based on 1968 figures or just what is the estimate based ?

Secretary RMcHARDsoN. It' is based On a survey which was made
for the Office of Economic Opportunity using a sample of approxi-
mately 80,000 families. It was later updated for purposes of the present
projections. The methodology is quite well described in the committee
print beginning at the bottom of page 19.

The data originally obtained were projected forward to 1971 and
1076, it points out at. the top of page 21, by incorporating known
growth rates in population and income.

Senator ByRD. When was the survey made?
Secretary RICHARDSON. 1968.
Senator 13YRD. What organization made the survey?
Secretary RICHARDsON. It was made under the direction of the

Bureau of the Census and it relied on cooperation of the Office of
Economic Opportunity, members of the Brookings Economic Study
and Commuter Center Staff and on an organization called Assist
Corporation.

Senator BYRD. The new program we are now considering in round
figures Will cost double the present program.
At this particular time, do you feel we can afford to double the cost

of welfare?
Secretary RICHmRDsN. I am not sure where you get the doubling

of the cost, Senator. The tables on page 24 of the committee print deal
with the aggregate costs, 1971 through 1076 in the top table, and they
show that under the family assistance plan, including both payments
to families and payments- to adults, that the total goes from $7.8
billion in 19714to $8.8 billion in 1976. Under current law., the figures
go from $15 billion to $8 billion only in 1976, $800 million less than
the Family'Assistance Plan. And it shows a total rising to $5A bil-
lion under AFDC Federal share alone.
Senator BYRD. In the first place you haven't included all of the

costs in that. For example, you "haven't included the cosi of food
stamps, you haven't included other costs, but in any case the ,resent
welfare program, as I understand it---check my figures-is roughly
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$4.4 billion for this current fiscal year. This would go to $9.1 billion
in round figures. That is hero I amgetting the doubling of the cost.

Secretary RiOiARDS0N.. YOU have figures on page 23 of yesterday's
committee print which show the total cost, under the administration
provision of $9.1 billion, but that includes $500 million that are pro-
jections of Increases under existing law for the currently coveredAFDC families and adult categories. The $5 billion total at the bot-
tom is the combined total projected for 1971 of the existing welfare
payments. There is no reflection herm of the State costs, of course.

Senator BYRD. I am speaking only of the Federal cost. The Federal
cost of the present cost of welffiqh payments, Federal share under
the present law, is roughly $4.4 billion, give or take 100 million or
so. lRoughly $4.4 billion. And that will go in fiscal 1971, under the
administration revision, to$9.1 billion.

Secretary RICHARDSON. These are now noncomparable figures. The
4.4 needs to be increased to 5 to get the 1971 figure and you need to
subtract half a billion from 9.1 whicl gives you 8.6. SO th comparison
should be 8.6 to 5. So the aggregate increase is 3.6, including costs of
training and day care.

Senator BYRD.'What is the half biihon you subtract?
Secretary RICHARDSON. The 500 million, you see if you take thetable on page 23, shows payments to families under the House Report;

4.6: administration revsion; 4.9. Three hundred million dollars of
that is the result of an updated protection of family costs.

Senator BYRD. That, is what it is going to cost ?
Secretary RIcIrARPso. Yes. But the total that, you need, therefore,

to look at for existing U-w is the $5 billion figure, the next to last
one at the bottom of the column. And what I am saying is that if
you want to compare this total program you compare the cost of it
less the cost of the increases in the existing program.
Senator BYRD. Anyway you look at it, it is a very substantial in-crease, somewhere around $4 billion. My question isthis: Do you feel

at this particular time--I don't say we can't, I want to get your view-at this particular time can we afford to increase welfare by $4 billion?
Secretary RicnHADsox. I think the answer to that is, Senator, that

the President developed his budget for fiscal 1971 on the basis that
this program would be enacted and go into effect. It was necessary
for him to wei h a wide range of competing claims on this budget ftwas expected that the effective date of the bill would be the beginning
of fiscal 1972 and that if we didn't, do this we would be headinginto everincreasing costs under the existing program, along with its
compounding of inequties and disincentives. He felt that it was neces-sary to start. something and that it was urgent enough in termsof its
total social impact to go forward with it now. And that is still hisposition.
Senator BYRD. In other Words, it. is the position of the President,

of the administration, that despite the inflationary pressures, despite
the continued an increased unbalance of the budget, that we still
should go ahead with a new program which will cost at least an addi-
tional $4 billion in round figures ?

Secretary RiovTAnsoN. Yes. I should emphasize, of course, that theconsiderations that you have identified are important reasons why theprogram should not be made more expensive than this, which would
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happen, of course, if the $1,600 family minimum were raised, or if the
incentive to work were increased.

Senator BYRD. That leads me to one final question. If the $1,600 is
raised, or other benefits are raised, increased in cost, would you then
and would the administration oppose any such increase?

Secretary RICHARDsoN. Yes, it would. These costs are very high.
They have been shown in a number of tables which I think are avail-
able to you. One convenient place is the Ilouse committee report,
which has a table at the top of page 49 showing that the consequences
of increasing the basis benefit level by $100 intervals rise very steeply
from the level contemplated in this bill to a point, for example, they
were raised as high as $3,600, whero the total cost would be more than
$20 billion.

Senator BYRD. Mr. Secretary, when this committee requested that
HEW take back the House report, the House proposal and revise it,
which HEW did, and now has brought in the revised report., brought
in an increase of almost a billion dollars $900 million in about a 5- or
4-week period, wh whatever length of time tIe Department lad it.

Secretary RICHARDSON. I think it is important to clear up a mis-
understan ing on this point which was reflected both in Senator Long's
statement yesterday and also in this committee print;

The $500 million of that increase is not the result of any changes in
the bill, it is the6 result of updated estimates of the cost of welfare
payments under present law. That is shown at the bottom of page 23,
a $500 million increase, consisting of $300 million in AFDO and $200
million in the adult categories. So these do not result from any changes
made in the bill since it passed the House.

The one item that does represent a real increase is the increase in
food stamp costs of $400 million. And this is incorporated because
we wantedto have a uniform availability of food stamps on scale
declining as earnings rose thereby achieving greater equity and re-
moving the notch that had been identified in the April hearings of this
committee. But the only net increase brought about by the adminis-
tration change is this $400 million for food stamps.

Senator BYRD. Thank you, Mr. Secretary.
Secretary RICnARmsoN. Thank you, Senator.
The CIIAIRMtAN. Senator Hansen.

INCREASING NUMBER OF WELFARE RECIPIENTS

Secretary HANs.N. Thank you, Mr. Chairman.
Mr. Secretary, I think all of us were pleased and receptive to the

President's words in recommending reform of the welfare legislation
on the books in our country.

He stressed two points that struck me as being particularly sig-
nificant. The first One was that welfare needed to be reformed so as to
provide a real incentive to encourage people to get off welfare and
move into productive employment, whether it was in the public or in
the private sector.

Secondly, underscoring most of his message has been a theme he has
repeated from time to time, and he has taken occasion to admonish the
Congress, as we all know, on an attitude of spending more than we
take in and spending with little concern for a balanced budget.
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Bearing in mind these two themes which he has touched upon andwhich I tiink has struck responsive ears, when you appeared beforethe committee last, month for your confirmation hearings Senator Tal-madge noted that the welfare bill would add about 14 million personsto the welfare rolls. You responded, I think, that the approach thathas been taken in family assistance plan is a sensible approach, eventhough its short-run effect will be to add some people to the presentwelfare rolls. The Department's projections show that the welfarerolls if the bill is enacted, will rise from 24 million in 1972 to 28 mil-
Iion by 1976.

When you stated that the short-run effect of the bill would be toadd some people to the present welfare rolls, was it your impressionthat after 1976 the welfare rolls would decline sharply if this bill isenacted I And one further question. -In what year do you reasonably
expect we would be beyond the short-run effect?

Secretary RICHARaSON. I should point out I didn't have very wellin mindat the whatthe actual figures were. I was talking in gen-eral terms about the desirability of adding some people in order toachieve the benefits of equity and to eliminate disincentives that ex-isted under the present system. But I think it is apparent from thefigures that the lines cross at some point. While the total number of
people receiving benefits under the family assistance plan would risefrom 23.8 million in 1971, according, to the Department estimates, to28.3 million in 1916, which i a total increase of 5 million people, dur-ing that same period the Department estimates that the increase underlisting law would be from 11.6 million people to 19 million, which
i a much more rapid increase. So if you projected it another 5 years orso, the total under current law probably would then be higher than itwould be under the proposed family assistance plan. And this is avery important long-term consideration when you couple it with. allof tie other things that we are trying to accomplish through- the pro-vision of work incentives and the elimination of disincentives togetherwith job training and the increased opportunity for work that wouldberovided by the availability of lay care.

Senator TALMADOE. Would th0Senator yield?
Senator HA 'x1sw. If I could have one further question and then Iwould be happy to yield.
Are you saying if you increase the welfare rolls greatly enough, if

you put enough more people on welfare, then the rate of rise in thewelfare rolls will be a percentage which is smaller than it would be ifwe were to continue on the p resent system-?
Secretary RICIHARDSON.I think it Is more a matter of looking at theinterrelated effects of what we are proposing. As m testimony soughtto emphasize we have a situation now in which there are incentives

not to work. WVhat we are trying to do in this total plan is to strengthenincentives to work'and to ificrease work opportunities. And we flinktherefore, that with these combined programs the result willbe ovei$time to reduce numbers of" -people who are depending upon income
support. If we were to continue along the same track as we are on now,the numbers of those who would become eligible for income supple-menttion of some sort would get higher and at a faster rate.I don't think you can look at the family assistance plan *or anyof its provisions separately. The coverage of the working poor is a step
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we think necessary to eliminate an inequity and a disincentive to work
arising out of the rather high levels of coverage of AFDC families.

There is one other poifit that needs to be stressed because it pervades
a number of the comparisons that have been made, particularly the
comparisons of the numbers of people who would be added as shown
in the tables in the committee print distributed yesterday.

The statement is, for example, that welfare rolls would be more
than tripled under the administration revision, page 7. These are not
in effect entirely comparable figures. The comparison with the existing
situation is with people who are now on the rolls, not with numbers
of those who are legally eligible for payments; whereas the number
shown as the number to be added is the number of those potentially
eligible. I thinkwe could expect. that there would be proportions of
people not utilizing the new plan somewhat comparable with people
who are how eligible but not receiving benefits under existing law. So
this somewhat inflates the increases in rolls that would in fact be
expected to take place.

senator HsANO. I would like to yield to my distinguished colleague,
Senator TALMADOR. I thank you. a
Apparently there is some contradiction in your view on that point

and those of your predecessor, Secretary Finch. When the previous
Secretary testified, on page 227 of the hearings, I was interrogating the
Secretary, and I quote:

Senator TALMADGE. How do you expect these work incentive features of your
proposal will remove people from the welfare rolls, If ever.

Secretary FiNcia. We don't. Obviously in the categories In the case of young-
sters, you are not removing them from the rolls. I think our target population
Is 31 million adults who are reachable in terms of getting jobs and working
themselves off the rolls.

Secretary RicilAIDSON. Senator, looking at. the colloquy on that
pagei there are references to adult categories and references to chil-
dren, and further down reference to the target population who, as Sec-
retary, Finch pointed out, are reachable in terms of getting jobs and
working themselves off the rolls.

Now, in the adult categories, we wouldn't expect to be able to do
much better than we have been able to do up to now since these are
people over 65 or blind or permanently and totally disabled. There are
also a reat many children who would be covered and added who
would t work until they got old enough to work. So that leaves the
working poor who would be added and who are already working,
and the problem there is to help them to upgrade their skills and get
better jobs.

W are concentrating on then the mothers of children of school age
who are not working or who are working only part time, fathers who
are employed or working pai'ttime, or working at very low pay jobs.
And we hope and believe that the combinations of things t hat are a
part of this plan-work training, the income incentives, the day care
opportunities for working motl ers-will produce a very significant
number of additional emp oyed people who are not now employed, be-
cause we don't currently have this combination of things converging
on that objective.

Senator TALMADOE. I thank my friend from Wyoming for yielding.
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COMPUTINO COSTS OF FAP
Senate or HANSE. Mr. Secretary, in the material submitted descib-

ing how the costs of your proposal were estimated for the flist 5 years,credit is taken for a cautious and conservative approach. I refer youto page 22 of the committee print. Because the estimates (to not takeinto account the potential savings due to the training programs. Howmuch do you expect those savings to amount to in each of the first 5years after enactment, and how many persons will be trained and
placed in each of thoseyears?Secretary RICHARDSON. I can't giveYOu a figure for that, Senator.
lWe would be glad to get together with the Labor Department and seewhat we can come up with. Since you have raised the question now Iwill inform the Labor Department and perhaps their witnesses will be
able to testify to it when they appear next week.*

Senator HANSEN. I appreciate your response, Mr. Secretary. I amcertain that we miy fin encouragement. or be discouraged as to whattheir projections ai'e as to th0eficacy of this training program.
Secretary R1cHARnsoN. I think we could say that any gains throughall of these things would result in a reduction of cost.

f Senator HANSEN. Over no gainsat all?
Secretary RIOHARDSON. Yes. Tle statement here is valid in the sensethat our cost estimates are conservative in not havin reflected even

minimum assumptions about increases in the numbers or jobs.Senator HN&sRN. On page 22 I call attention to a point midway inthe long paragraph, about halfway down that page, to these words:
Additional example of this conservative approach is reflected in an adjustmentmade in the CPS, Current Population Survey, to correct an apparent Inconsist-

ency between the survey data and actual program data. The amount of publicassistance income reported in the survey is less than the actual dollars paid out.
it is my further understanding that the family assistance cost model

is being reprogramed to take into account the effect of disregarding theFederal income tax in computing family assistance benefits-
We expect this work to be completed very soon. Until output from the revisedmodel is available, It is impossible to precisely estimate the cost of the taxdisregard. However, we expect that it will total no more than $50 to $100 million.Less than 50 percent of the increase will be from Federal funds.
I think this statement may have come from some of your people.

Would anyone know if that is right?
Secretary RCHARDSON. I will ask Mr. Patricelli if he would com-ment on that, Senator.
AMr. PATRxC*LLi. We have had the opportunity, Senator, to do somefurther calculations on that late change and the cost of permitting adeduction of these Federal income taxes is now estimated at $60

million.
Senator HANSEN. $60 million?
Mr. PATRicELLi. Yes, sir.

DEXERMINING ELIOIBILITY FOR FAP

Senator HANSEN. Mr. Secretary, under section 4 4oBi ) Onl page11 of your revised bill, you require the exclusion of any other assistanceexcept Veteran's pensions, wheh is based on need and furnished by ktax-exempt organization. Does this mean that A, foundation grant to
*A further response from the Department appears in appendix 40, p. 118.



465

the aid of a former senator would be disregarded and he would be
eligible for welfare if he has no other source of income?

Secretary RICHARDSON. I understand, Senator, that, we have sub-
mitted a staff paper to take care of that problem and to exclude the
eligibility of an individual receiving such a grant.

enator WILLIAMS. You say you have submitted or will submit,?
Secretary RIIHAR)SO"N. We have submitted.
Senator BE NN1r. To this comnitteel
Secretary RICHARDSON. So I am told.
Senator WILLIAMS. The staff is going to try to find it. Would you

submit it at this point in the record where it is, and as I understand the
answer to the Senator's question is yes, they would be eligible for relief
under this bill.

Senator HANSEN. If the Senator from Delaware is in error, would
yIou clarify his and my thinking, his and my interpretation of your
response?

Secretary RI1oHARnSON. My response was, first, that I understood
that there was a staff paper which had been submitted. In any case,
we will assure that it is inserted at this point in the record and" I will
check on where it is. But I further said that it was my understanding
that our response was designed to suggest ways that would make sure
that such an individual was not eligible.

(After the hearings, the following material was received.)

ExCLUSION OF INCOME FROM A FOUNDATION FRoM THE FAMILY ASSISTANCE PLAN

It is clearly necessary within the Family Assistance Plan structure to ex-
clude from consideration as income amounts that are provided by State or local
governments or by other Federal programs as a supplementary payment re-
lated to a family's subsistence needs. Otherwise, one Is faced with a circular
situation which is highly undesirable. For example, in the case of food stamps
all income from other sources IH counted in determining the amount. of food
stamp bonus for which a family Is eligible. An undesirable result would occur if,
in addition to this, the value of the food stamp bonus Itself were to be counted
as income. In the case of general assistance provided by the State to bring a
family's Income level up to a State standard the same problems exist.

Certain private, charitable organizations, including foundations, sometimes
provide assistance of a similar type. For example, the Salvation Army or the
American Red Cres may provide emergency aid which clearly should not be
taken into account as income. The criteria, regardless of what type of non-profit
source is involved, should be economic need of the individual or family. The
language in the bill should attempt to distinguish between payments made be-
cause an individual or family has insufficient income from other sources to
meet its subsistence needs as contrasted to grants made to permit someone to
engage in a project or to do a study.

If the provisions of section 501(c) (3) or (4) of the Internal Revenue Code
cover situations other than these where the primary criterion is economic need,
further refinement would be desirable. We have not found an easy way to do
this in terms of the Internal Revenue Code itself. It is the sort of area ihat
could be made completely clear as to its purpose in the legislative history of
the bill.

Senator HANSEX. Mr. Secretary, section 444(A) (2) of both H.R.
16311 and your revised bill permits the Secretary in determining the
resources of a family to exclude their property which, as determined
in accordance and subject to limitations and regulations of the Secre-

44-527-70--pt. 2-6
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tary is so essential to the families means of self support as to warrant
against exclusion.

In your explanatory material which appears on page 65 of the com-
mittee print, you state that we would propose that the value of busi-
ness and/or assets up to a limit of $26,000 or such other figure as na-
tional data on small businesses would suggest, would be excluded in
determining the resources of a family if Iey are necessary for con-
ducting a trade or business, and are in such actual use. This proposed
limit would be intentionally set high to avoid disincentives for indi-
viduals who start businesses and lift themselves out of poverty.

It sounds incredible to me you would want such families to be on
welfare. What do you have in mind? WM have heard about welfare
Cadillacs. I just cite that as an illustration of a concern that is ex-
pressed to me and other Senators.

Secretary RIHARoSON, What is visualized hem, for example, is a
corner newsstand or variety store in a poor neighborhood, which isthe source of family cash income apart from this program. It was

felt we didn't want to exclude such a family where they would other-
wise be eligible. Th problem then is how do you decide whether or not
they should be included. The approach taken is reflected here. We did
not want, in effect, to say that if a family received $1,000 a year or
$2,000 a )rear of income from some kind of hourly wage they could
be eligible, but if they got $2,000 a year in income from a small store
they would not be.

So what we are driving at here is an approach to determining when
the assets reach a level that ought, to disqualify the family. We would
like to see such a family lift itself to a point of complete self-sup-
port. If they are able by one device or another to borrow the funds
to start the store should not they continue to be eligible for awhile ?
In any event, this is what we are getting at. It is the kind of thing
I think we can work out with the committee and in the statutory lan-
guage. We can obtain an indication of what we are talking about
through discussion with the committee and committee staff in exec-
utive session.

POSSIBILITY OF REVISED cosr ESTIitATFS OF FAP

Senator HANSEN. Mr. Secretary, all of your cost estimates are based
on surveys which ask a small number of families how much their in-
come was during the preceding year. Since family assistance eligi-
bility is based on factors, isn't it likely that many families which your
survey would show as ineligible on the basis of their annual incomes
would actually be getting family assistance during one or more quar-
ters of the year, could not it be possible that the cost actually might
be higher under the bill than the estimates indicated it would be?

Secretary RICHnDSON. I would have to ask people more expert on
how the estimates were made to give you ,a complete answer. They did
factor into the projections the proportion of individuals and families
engaged in part-time or intermittent work and gave a basis for esti-
mating the proportion of such families that would,.during a p art of
the year, become eligible under this program. But if you need more
complete data on this, we would b .glad to provide it or I could call
on somebody who knows more about it here, if you would like.

IfI
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Senator HANSEN. Let me say this: I should think if we were able
to be provided with any revised estimate which might give proper
consideration to this factor, which may be important, it seems to me
to suggest that it is important.

Secretary RHcARDSoN. It is important.
Senator "HANsp. We would appreciate having it in order to make

a better determination as to actual cost.
Secretary RicilARDSON. I certainly agree that it is important, but I

think it has- been reflected in the costs which we have already sub-
mitted. I will be glad to submit for the record, at any rate, the way in
which and the extent to which it has been taken into account so you
can then judge whether you think it is adequate.*

Senator IANSzN. I think I have used all of my time, Mr. Chairman.
Just let me say in closingMr. Secretary, I want to compliment you on
acquainting yourself wit the ramifications of a very complicated bill
and being very well informed in .short period of time.

Secretary RicARDsoN. Thank you, Senator.

DESERTING FATHERS

The CHAIRMAN. Mt. Secretary, with regard to this problem of these
fathers leaving their families in order to make their family available
for welfare, would it not seem that the best answer to that is to say
that where a, man is a father of a numberof children and for any rea-
son he leaves so that lie wouldn't be available to support that family,
when he finds a, job somewhere this Government should have a means
appropriate to both locate that man and to require that he make pay-
ments to the support of his childrenI

Now, you were testifying here that poverty is a Federal problem.
Well, when these fathers, and I am sure there are probably at least a
hundred thousand of them around proceed to make themselves un-
available by leaving home and taking a job somewhere else, why
shouldn't we use all of the power available to this Government to lo-
cate these people and garnishee their checks to make them help support
their familiesI

I notice here that the level of benefits for a fNimily of four or in a
larger family, as the case may be, according to a chart you have given
us, would provide $2,208 of AFDC money in Phoenix, Ariz, If that
man is working somewhere at $5,000 a year, why shouldn't we take
advantage of the fact that his employer is reporting for social secu-
rity purposes, reporting for unemployment insurance purpose report-
ing for purpose of withholding taxes on his check? Why shouldn't
we just use tli long arm of the Federal Government to reach out there
and also assess against him a reasonable amount for the support of
those children he left and pay that over to the support of his family ?
Wouldn't that be a better answer than to assess that against other
working people to make them pay Ci money in taxes to support that
family b us he deserted it?

Secretary RICHAPDSON. I think it would be, Senator, and, as you
know, this committee did provide in 1967 for welfare agencies to have
the help of the Internal Revenue Service address file in locating de-

*,The Department's response appears in appendix 0, p. ,137.
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serting -parents, This bill, too, aspassed by the House contains pro-
visions for fulfilling a Federal plan against a deserting father. It
would provide for withholding any Federal payment from him,
whether in the form of veteran's benefits or a tax refund or soil bank
payment, or an-ything else. There are-to be sure some administrative
prblelns in this but, the general point you make is one that we share
wnd support. The House Committee felt very strongly about this in
providing for tle establishment of this means of collecting from the
deserting fathers.

The Ci-iLM.A.X. Well, that is just to locate the file and to withhold
against Federal benefits tbat this man could draw. This Coimittee
reported out legislation to act in the area, to collect money that ,he
would be earning from private employers, but we were unable to make
tha"u stick in conference with time House. The principal reason for it
was that the tax-collecting agencies just didn't want to fool around
with playing any part or assisting us in setting up a mechanism to
collect from those people what should be paid for the support of their
children.

Now, I have hadl sonme chance to deal with this subject in a small
way, Mir. Secretary. When I first started practicing law I wasn't in
a large firm, I hung out my shingle as some fellows have been known
to do, and I had mothers come to me from time to time. I found we
could have pretty good success with this procedure if a father
wouldn't pay for the su)port of his children: Either make him pay
or put him in jail. And as long as you had him within the State, you
liad a fair chance to get something out of him.

Of course reaching across State boundaries it is very difficult. If we
make all of the potential of the Federal Government available, it oc-
curs to me when you establish to their satisfaction that the long arm
of this Government can reach out and get them and make them pay
to support those families , we might be able to make some, of these
fathers interested in family planning as well as some of these mothers.
As long as they can simply 1eave the State and take out for the high
hills and not be reached anywhere, we are going to have difficulty-in
making thempay.

Now, your Department has some responsibilities on both ends. You
have the social security tables that comes up tinder your cognizance
and you certainly have a big program to administer.

Wouldn't it seem that we might be able to make a father come home
in some of these cases by the ability to go out and reach him and make
him pay I

Secretary :)OIIAIDsOX. Mr. Chairman, we certainly support this
objective. I thiink that the 1967 amendment has made a significant con-
tribution ' in this direction.

We have data from the Internal Revenue Service that through
March 1970, the IRS processed 22,229 inquiries from State agencies
and was able to supply an address in about 16,000'eases.

Under the pr posed family assistance plan, whose overall admin-
istration would be handled by a Pederalaency, I think we could ex-
pect to do better thah this, because we would have the opportunity for
crossehecking on a continuous basis. We' Would be able to supplement
our data with data from both the Internal Revenue Service and the
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Social Security Administration to aid us ii. locating fathers who have
deserted their families.

I am not sure that we should employ Federfl people to search for
those fathers, however, I think we should, rather, seek ways in which,
once the fathers had been found, we could bring to bear the Federal
claims that would be established under the law. This would not only
provide for getting at any Federalpayments due, but would also per-
mit reaching any other assets necessary to cover overpayments.

The ChAIRuAN. Well, I personally think it ought to be against the
law for that fellow to cross a boundary into Canada or Mexico, if he
is leaving destitute children or leaving children behind that the Gov-
ernment must. support.

You have had some experience in the State Department and perhaps
we could negotiate an agreement with Canada or Mexico, if he tries to
rur. out of the country to try to avoid his responsibilities, and we could
reach- him there, too.

Secretary RiC*TARDsON. I t1ink that would be g good idea.
The CHAIArtAN. I look forward to working with you on this, Mr.

Secretary. I think this is one area where we can take the burden off of
a lot of people who shouldn't have to pay, and put it on those who ought
to have to pay.

Senator BENN rr. Do you think we would have any better luck with
them than we would have had with draft dodgers that went to Canada?

The CHAIRMAN. It is all right with me to go after both.
Senator BExxwrr. Canada won't turn back the draft dodgers.
The CnAI, Ax. Well, of course, in many instances We just haven't

used the power available to us. There are a great many things Canada
wants from us. If we just use our good judgment on how to go about
it, we can do it. Just refuse to let tnem sell us fish or gas is one good
way to make them take an interest in cooperating with us on some of
theso things.

here are bound to be ways if we use the leverage available to us.

WELFARE AS A RIGHT?

Do you believe there is any constitutional right for a person to drawwelfare?

Secretary RICTIARDSON. No, sir.
The ChlAIR A . I don't think so, either. I am glad you have that

answer.
Secretary RICHARDS0N. Of course, the answer needs to be qualified,

as I am sure you readily recognize. If the system is established, it must
be administered in a manner that is not discriminatory or in violation
of equal protection, or of other constitutionally established rights.

PAP AND TIE AGED
The CHAIRMAN. Mr. Secretary, estimates submitted by your De-

partment project an increase of only 100,000 persons, yet the Social
Security Administration study shows that well over 1 million aged
persons. and close to 1 million severely disabled persons are not now
receiving welfare and have incomes below $110.

Why does your Department estimate or assume that so few of these
pers ;s will receive welfare under this bill?
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Secretary RICITARDSON. The programs have existed for a long tine,
and the people who are eligible for them are well aware of the avail-
ability of benefits. The only really significant changes brought about
by this legislation would be establishment of uniform national mini-
mum benefits and a change in the basis of Federal matching,

TPhe bill wouldn't siuficantly affect the kind of things that influ-
ence eligible individuaPs decisions to apply for benefits. So the 100,000
caseloadincrease that is shown is an increase that results from ex-
panding coverage to a larger number of people through an overall
increase in the minimum level of benefits.

WORK INCENTIVES

The CHAIRMAN. Now, you state that "The Family Assistance pay-
ments to working families vith children will move 2 million persons
across the poverty line."

Is it possible for you to give us a State-by-State breakdown of this
figure, and can you also give us a State-by-State data on the number
otfamily assistance plan recipients who will still be in poverty if
the bill is enacted?

Secretary RICHARDSON. Yes, we would be glad to do that.
(The Department subsequently submitted the following informa-

tion :)
There are no.State-by-State data available on numbers of people removed from

poverty by FAP. The only source for such information Is the Current Population
Survey sample. However, since numbers of people crossing the poverty line
within a particular State would constitute a very small portion of this national
population sample, the State-specifted data that would result from extracting
such information would have little statistical validity.

The CHAIRMAN. In one part of your testimony you state that:
"The Federal Government is forced into the position of discrim-

inating sharply in its treatment of equally needy families in different
States" and -in another you point out tle provision of existing law
which prohibits initial AFDC eligibility for a working mother whose
earnings are more than the need standard of the State.

I might point out, however- that your Department has had an op-
porttinity to treat needy families in a uniform and equitable manner
in all States and give real meaning to the work incentive objectives
expressed to the Congr.ess but has failed rather markedly in one case
that has been reported in the press.

I have reference to the existence of a provision in the District of
Columbia welfare plan which denies welfare eligibility to a woman
working full-time, even though her earnings are below the standard
of need established in this jurisdiction. A similar Georgia provision
was struck down over 2 years ago by a three-judge district court,
and no appeal was taken.

I assume the department agrees with the court decision, but youi'
Department has issued no regulations prohibiting such State provi-
sions and tile District of Columbia -rovision still stands.

The result is that women in the district of Columbia are being ad-
vised by their caseworkers to give up full-time work and thus be
eligible for welfare in order to meet theirneeds.

Certainly you will agree that it was our intent to encourage full-
time work and welfare supplementation if the earnings did not pro-
vide for the full need of the recipient.
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How long is this District of Columbia provision going to be allowed
to stand?

Why is this plan illegal in Georgia but sanctioned in. the District
of Columbia I

Secretary RIcxrARDsoN. We certainly do agree, Mr. Chairman, with
the importance of carrying out the vork incentive provisions that
are already in the law. They should be applied in the case of the women
you mentioned.

I am told that investigative activity to assure compliance is under-
way in the District of Columbia. I will follow it up to make sure that
full compliance is made.

The CiAIRMAN. One other thing, Mr. Secretary about this pro-
vision in States in their plans that do not meet full need. Isn't that
in many instances a case of trying to do to a greater degree what we
have done with this $30 plus one-third rule? In other words, by pro-
viding that the need is, let's say, $1,000 more than the State provides
by its plan; isn't that an effort to make it so that thee people woull
have an incentive to go to work and earn at least $1,000 to help them-
selves or to encourage someone to provide them with housing, meager
though it ma be, or some other assistance, so that by doing so they
would not reduce what those people would otherwise be in a position
to receive under a State welfare plan?

Secretary RICHARDSON. I am sure you are right, Mr. Chairman,
but the effect of permitting families to retain income falling between
the level of actual State payment and the State need standard without
any reduction in welfare payments is a very significant work incen-
tive. We would favor it but for the additional problems that it creates.
Most difficult among these is the so-called galloping supplemental
problem. Earnings reduce the minimum base of $1,600 payable under
the Federal program. That in turn increases the gap between the fain-
ily payments and the State standard, the result would be that the
State fills up the gap. The more the family earned and dropped the
Federal standard, the more the State would have to pay.

This was among the things that we tried to fix in the June amend-
ments.

I think we should submit for the record-and I will be glad to do
it at this point-a more complete statement of this problem and how
we propose to approach it.

The 1TAIRMAX. Will that be accompanied by legislative language,
Mr. SecretarySecretary Riciinnsox. Yes, it, does ieed to be dealt with in legis-
lative language. We dealt with it in the June amendments by providing
for a single State supplemental payment level for families of given
sizes with no income. This is what created the problem of penalizing
approximately 300,000 families in 22 States, as we pointed out yester-
day. It was in order to overcome that problem that I suggested yester-
day that we "grandfather in" families who are presently benefiting.
The problem must be dealt with somehow, so I think it would be useful
if the committee lad a complete explanation of the problem from us.*

The CHAIRMAN. Well, Mr. Secretary, as you can detect from what
I said here and what I said to you individually when we discussed

*As of November 4. 1070, the material requested had not been received from the
Department of Health, Education, and Welfare.
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some of these problems, some of us on this committee have some ideas
as to ways that might help more effectively achieve the objeetivds that
you have stated for this bill, andI look forward to working witlyou
on these suggestions. Some of them would perhaps involve cranking
into tile wage that a person earns some of these welfare benefits rather
than having hin earn the wage individually.

Those are things we can work on hereafter.
I Want to thank you for your presentation here and I have no further

questions during this morning's presentation.
I believe we are going to meet with you tomorrow to discuss your

social services that. your Department would make available.

INCREASING .1EDIOAID ROL-1

Senator AxDuSOx. Thank you, Mr. Chairman.
Nr. Secretary, the material that yor Department has submitted to

the committee showing-the number of families headed by females will
be increased by almost 3 million if the bill becomes law. Doep that mean
that 3 million more persons will be eligible for medicaid under the
bill?

Secretary RIOiIAIRDSOX. For medicaid?
Senator ANDERSON. For medicaid.
Secretary RICHARDSON. I am not sure, Senator, what. the additional

number of pe6le would be.
Under this plan, we propose to provide a minimum level of medical

benefits for all families covered, which would include both families
who are now covered under AFDC and the working poor families who
would be added.

I am not sure whether this answers your question. On pa e 30 ofthe committee print is-a table showingth estimated number oftamilies
eligible for family assistance benefits in 1971 Male-headed families
total 1,642,000, and female-headed families, 886,000. All of those fam-
ilies would be covered by the family health insurance plan which we
intend to propose.

(The Department, subsequently supplied the following additional
information on the preceding question:)

Families defined as "working poor" are not now receiving Federally aided
asq'istance and therefore cannot be considered "categorically needy" for the
purposes of benefits under existing Title XIX (Medicaid) program,&

Approximately 650,000 additional female-headed famllieg beyond those esti-
mated to b1 receiving AFDO will be eligible for some combination of PAP and/or
State supplemental benefits in 1071. Of these families, an estimated 600,000
would not constitute new Medicaid eligibles primarily because:

(a) Many of these families live in the 28 States which already provide
medical assistance to the "medically needy"-thus such families may al-
ready be eligible for Medicaid benefits:

(01 Some of these families who will be newly eligible for cash akaistanco
under PAP will not be eligible for Ptatc, supplementation and therefore will
not become eligible for medical assistance under existing Title XIX pro-
grams,

Thus only about 50,000 additional female-headed families will receive bene-
fits under existing title XlX programs because of u.n. 16311.

The CHAIRMAN. Senator Williams.



473

Senator WuuA~is. Mr. Secretary, you furnished some charts in
connection with requests of both myself and the committee, and I ap-
preciate very much your cooperation in: making these available.

There is, however still one chart which I don't have in here and
I am hoping you will have it ready for us tomorrow, and that is the
amended version of lR. 16311. I would like to have that projected
on the same assumptions as we used both for the bill as passed by the
House. The charts you have submitted this morning, you have taken
into consideration an assumption that the administration will submit
a revision of the medicaid and the Congress will approve it as sub-
mitted, and also the food stamp plan.

I realize those assumptions are valid assumptions and very prop-
erly that they be taken into consideration as we move forward with
the bill.

On the other hand, recognizing that sometimes the best laid plans
for what we are going to do next year never materialize, or Congress
may change its mind, I would like to have the ch-art projecting tiose
same series of examples on the assumption that this bill as it is now
submitted to the Congress, including the housing provisions which are
made a part of the bill, very properly, that I go along with that, but
on the asumption that next year there would be nothing done.

So that we could then see the importance of doing something.
Secretary RIOAIIDSON. Yes, we would be glad to provide that. In

fact, we have done the calculations already, Senator, and we can pro-
vide it as soon as you want it.
Senator WILLIAMS. We won't get to the chart today and I would ap-

preciate it if you could do that. Then we would have the complete
comparison on the same basis and at the same time it would demon-
strate or illustrate the importance of taking into consideration the
need of further modification of these other programs which may or
may not develop.

Secretary RVicmtmmsoN. We will be glad to supply those. As I said,
the work has been done and we can show it in the same forlnat.

Senator WILLAMS. If I can get a copy of that and look at it to-
niIt, I would appreciate it,.*

ecretary RIC.nRDSON. We call provide that this afternoon, Senator.

DETERMINING ELIGIBILITY FOR ASSISTANCE

Senator WILLIAMS. Now, Mr. Secretary, in determining the eligi-
bility for an individual for suPl)lelnental benefits under this pro-
gram, dealing with the administrative procedures now, the earnings
test would have to apply.

For example, a man earning $2,000 would get x amount of benefits,
$3,000, and $4,000, and so on.

$The Department submitted tables In response to Senator Williams' request for com-
bined benefit tables for amended I.R. 16311, projected on the same assumptions as passed by
the House. See app. D, tables 13-16 for female-headed families, pp. 1220-1233, and tables
25-28, pp. 1244-1249, for mate-headed families using these assumptions. Benefits under cur-
rent law medicaid, current law food stamp schedule. and proposed public housing are shown.
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Tie question is: Who would have the responsibility of determining
the earnings of John Doe? How would he present that to the agency,
and what agency will it be presented to?

Secretary RIcHARDSON. The answer depends, first of all, on the type
of arrangement that. has been made between the State and the Federal
Government.

If we are talking about a family headed by a working male which
is not now covered, then the administration would be Federal.

Senator WIMTAMS. Working is what I avi figuring on, an individual
who is working but whose income is below the level where lie would be
eligible for supplemental benefits.

Secretary RICHARDSON. In the case of a male-headed family, he
would go to a local Federal Family Assistance office. We have a team
headed by Mr. John Monttgomery, former commisioner of public
welfare in the'State of California, working on the procedures for
handling this. They are looking at such questions as how many local
offices would be required, who would administer them, how such ad-
ministrators would be trained, and how many of them would be people
presently employed in public welfare offices.

An individal applying for benefits would fill out a form providing
information such as the number of people in his family, how much
income lie was receiving, whether lie was being paid an hourly wage
rate or whether he was receiving intermittent income received from
selling farm ?roduce, and so on.

The Fami y Assistance office would initially make a determination
of eligibility from the information supplied the individual on this
form.

Mr. Montgomery's staff is working on these forms now in the con-
fident hope that the Congress in its wisdom will enact this legislation.

I couldn't go into much greater detail myself, but if you would like
to hear more precisely what the form covers, we can-

Senator W 'rLLTAMi. No; that is all right. I am not getting into that.The point that I am trying to get at now is when you get the form
filled out and the man claims eligibility and it is determined there are
benefits under the family assistance plan the Federal contribution, it
would also determine the amount he would get as a State supplement.

In your spot checking of these, what I am developing is, would you
resort to income tax examinations of them and how would you get
that?

Secretary RiCHARDSON. Aie would use income tax returns on a sam-
ple basis. These would be supplied through arrangements made by the
administrators of this plan-with the Internal Revenue Service.

Of course, heavy reliance would be made on tm use of computers to
store information. Information could be furnished automatically from
the Internal Revenue Service on a request basis.

In tie case of a family headed by a working male, if a State provided
suplflementation, it would have to finance such action on its own
because the Federal Government would not be participating in the, ~~financing.. ..

Senator WIILYAMS. Well, if it is a working female, is there a dif-
ference there? There is a State supplementation

Secretary RIOHiARDSoN. Theni could be; yes.
Senator VILAAMS. And in that instance would the State have access

to the same information and the right to spot check and examine your
spot checks of th, e same types of returns?
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Secretary Ricilmimsox. Yes; in all cases of female-headed families
there would have to be some arrangement with the State for Federal
administration of the spot cheeks. -That agreement would cover full
access to all information.

Senator WILLIAMIS. This would necessitate, as I understand, some
examination or making available the tax returns of the various re-
cipients on a spot-check basis?

Secretary RwIIARDSON. Yes, sir; both.
Senator WILLIAMS. Both Federal
Secretary RICHARDSON. Both income tax and social security

contribution.
Senator WIIJAMS. The reason I mentioned that, there has been

much said about the various agencies having access to tax returns,
gnd I thought it would be well to point out in this instance this is
another example where perhaps the need would arise but the tax re-
turns would be available to both the Federal department, in the
various States, and to the State agencies themselves?

Secretary RICIARDSoN, I think I ought, to qualify my statement. It
may not be the return itself that would necessarily be available to the
State. Rather a report would be made to the State by the Internal
Revenue Service.

In this way, necessary information would be provided.
Senator M I'AMS. Yes. Earlier the Senator from Wyoming, who

had to leave for another meeting , mentioned the fact that in the
committee bill you had an exemption in the Revenue Code-it was
on page 11 of your report-and you added the sections described in
501(?) (3) or (4) of the Internal Revenue Code, 26 U.S.C. 501(c) (3)and (4).

It was pointed out that payments from foundations would not be
continued as income and that it could have the mathematical result
of the example we had before the committee sometime ago where some
former employees of a member of the Senate received grants from a
foundation.

They were not or would not be counted and, therefore, conceivably
they would be eligible under this bill for welfare payments. You in-
(icated that you had submitted a revised version to the committee.
The staff has called to my attention that they did receive these re-
visions from, as I understand, Mr. Veneman under the date of the
17th, but no' on this point.

This same section is still in there. You may want to delete that or
modify it further, because the correction is not made in the revision
that you have submitted to thecommittee.

Secretary RICHARDSON. I will be glad to take a further look at. that,
Senator. The problem hasn't come directly to my- attention before.

Senator WILLIAMS. The reason I mentioned it, it was called to my
attention that this was an unintended benefit that we didn't think
we wanted to put them on welfare, in addition, and I thought it
should be mentioned that the revision did not correct it.
(The Dep)artment subsequently supplied the following infor-

mation :)
STAFF PAPER: EXCL SION OF INCOME FROM A FOUNDATION FROM THE

FAMILY ASSISTANCE PLAN

It Is clearly necessary within the Family Assistance Plan structure to exclude
from consideration as Income amounts that are provided by State or local govern-
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ments or by other Federal programs as a supplerentary payment related to a
family's subalstence needs. Otherwise, one is faced with a circular situation which
is highly undesirable. For example, in the case of food stamps all income from
other sources is counted In determining the amount of food stamp bonus for which
a family is eligible. An undesirable result would occur if, in addition to this, the
value of the food stamp bonus itself Were to be counted as income. In the case
of general assistance provided by the-State to bring a family's income level up to
a State standard the same problems exist.

Certain private, charitable organizations, including foundations, sometimes
provide assistance of a similar type. For example, the Salvation Army or the
American Red Cross may provide emergency aid which clearly should not be
taken into account as income. The criteria, regardless of what type of non-profit
source is involved, should be economic need of the Individual or family. The
language in the bill should attempt to distinguish between payments made be-
cause an individual or family has insufficient income from other sources to meet
its subsistence needs as contrasted to grants made to permit someone to engage
in a project Or to do a study.

If the provisions of section 501(c) 3 or 4 of the Internal Revenue Code cover
situations other than these where the primary criterion Is economic need, further
refinement would be desirable. We have not found an easy way to do this In
terms of the Internal Revenue Code itself. It is the sort of area that could be
made completely clear as to its purpose in the legislative history of the bill.

ADDITIONAL COSTS OF REVISED BILL

Senator WILLIAMS. NOW as I understand it, the revised bill, as
coM pare to the House, projects "an increase of about $900 million over
the =ouse figure, Is that correct?
Secretary RICOUARDSON. No, Senator.
I pointed out earlier that the $900 million results from two factors.

The first, an estimate for cost of providing food stamps to more peo-
ple, is $400 million. The second, the remaining $500 million, is at-
tributable to revisions due to rising estimates of cost of AFDC and
adult category benefits.,
Senator WILLIAMS. Well, according toour computations the 400 mil-

lion is the increased food stamp cost. There is $100 million in the
revised bill for the aged, blind and disabled, and there is $100 million
for increased unemployment as a result of the revised figures of un-
ewnployment, and $300 million additional listed for payments to
families.

I am wondering which of those you take exception to. They add
up to it total of $900 million difference.

Secretary RICHARDSoN. The source of those increased cost estimates
is very complicated, Senator. I did hope to furnish for the record at
the beginning of the hearing today a memorandum which would have
explained these changes, but the memo wasn't ready. I would like
to ask, Mr. Chairman, with the permission of the Committee,to insert
a memorandum at this point explaining the offsetting reduction in-
volved in the cost of family coverage, which rests on data from the
recent population survey. To get a clear picture of what is involved
requires considerable exposition.

We have not made any revisions in the bill that add to the legisla-
tion's cost. The only added cost element is the $400 million for food
stamps, which we have proposed in order to deal with the notch
problem. This change can be accomplished by administrative action.
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Senator WILLIAAMS I would be glad to see any report or supple-
mental information you wish to get, and I would ask that it be printed
at this point in the record, along with page 23 of the staff report, so
that the two can perhaps be reconciled,

Secretary RIGHARDSON. That would be very helpful.
Senator ANDERSON (presiding). Without objection so ordered.
(There follows, page 23 of tie staff report,, and the Department's

response:)

Federal Cost of H.R.16311 In FY 1971
House Aduistration
Ra<j, - Revision

Payments to $4.6 bll. #4.9 bil.

Allowance -for
increased* 0.1 bil.
unempoyment

Payments toaged. 2.7 bil. 2.8 bil.
blinddisabled

Increased food 0.4, bil.
stamp costs

Other increased 0.9 bi. 0.9 b.
'costs

TOTAL 8.2biI. 91 bil.
Cot of welfare

payner. under
present law 4.5 bil: 5.0 bil..

Net increase '3.7 bia. 4. 1 bil.

DEPARTM UNTAL RESPONSE

Estimates contained in the Ways and Means Committee Report on H.R. 16311
have been compared with those recently presented by the Administration to the
Senate Finance Committee in connection with its suggested revisions. Unfortu-
nately, the difference in these estimates, $900 million, has been incorrectly
construed to represent the incremental cost of the revisions over the cost of
the House-passed bill. It is not possible to make direct comparisons of the two
sets of figures since the more current set is based on improved ind updated
methodologies as well as more current data and more timely projections from
the States. The following makes this more explicit

RECONCILIATION OF PREVIOUS AND. CURRENT ESTIMATES OF THE NET COSTS OF
TH9 FAMILY ASSISTANCE PLAN

Federal costs of HR. 16311, with the revisions suggested by the Administra-
tion, are estlmated to be $4.1 billion In excess of what the fiscal year 1971 cost
would be under existing legislation.' This represents an increase ot $400 million
over the net costs of the House-passed version. 'The increase results chiefly from
the propo4l to provide for joi!it administration of the food stamp program
with the Family Assistance Plan. (A much higher degree of utillzation can be
expected if recipients can purchase food stamps from and through the Same

Most of the cost estimates are provided for FY 1071 rather than FY 1072, so that
consistent estimates of the Impact on State costs and caseloads can be presented. The
State-by-State figures require projections of current program costs and caseloads from
the individual Slates to serve as benchmarks. These projections are presently available
only for FY 1071.
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process as they obtain cash assistance.) Cost, under M.R. 16311 as amended,
and under current law are compared In the attachfx table.

These estimates are not directly comparable to earlier ones, especially thosethat have been presented for 11scal year 1068. When net costs are presented,those for different years reflect different actual (or estimated) costs underexisting legislation as well as differences In what total Federal costs would beunder the Family Assistance legislation. Federal costs under current legislationhave shown a marked Increase over the last few years and are projected tocontinue Increasing. In contrast, costs under Family Assistance are estimatedto have a much slower rate of Increase. T17he combined effect Is a decline over
time in the estimated net costs of Family Assistance.

There are three additional reasons why the estimates recently submitted tothe Senate Finance Committee should not be compared directly to estimatespublished earlier: (1) Components of the proposed Family Assistance Act havevaried as it has moved through the legislative process; (2) Estimating pro-cedures are continually being updated and Improved; and (8) Estimates of thecosts of welfare under present legislation have been increasing with more cur-
rent reports from the States.

Al[ of these factors are relevant in reconciling the differences between esti-mates appearing in the House Report and those recently presented to the SenateFinance Committee. For example, the following table compares two estimates
of payments to families.

COMPARISON OF 2 ESTIMATES OF FISCAL YEAR 1971 COSTS OF PAYMENTS TO FAMILIES
[in billions of dollars

Estimates appearing in

Senate
committee House__print report Difference

Gross payments to families I----------------------------------------- 4.1 3.8 0.3Adjustment for Increasing unemployment--............. ...... .1 . .. .1
Subtotal ................ .............................. - 4.2 3.8 .430 percent matching of State supplem ntal ...... . ................ .2 .8 . 4
Total Federal cost of payments to families ...................... 5.0 4.6 .4Federal share of AFDC payments ------------------------------ --- 2.8 -2.5 -. 3
Cost of payments to families attributable to H.R. 16311 .......... 2.2 2.1 . !

I Gross payments are total payments to low Incone families under part D.

The estimate of the total cost of payments to families increased by $400 mil-lion. This increase can be attributed to the use of more current data -nd improvedestimating procedures as described in pages 17 through 22 of the Senate Corn-mittee Print as well as certain proposed changes in the legislation although thelatter are less significant in explaining cost differences. (In fact, a good partof the Increase derives from the adjustment In the OPS data that is describedon page 22.) The striking thing about the table, however is that the estimated
net cost is virtually the same. This is because the projection of Federal costs ofAFDO payments in FY 1971 has increased. In the last months. 13oth the projec-
tion appearing in the House Report and its counterpart In the Senate CommitteePrint were taken from what were then the latest available estimates from theStates.

As presently computed, estimates of gross payme4t-% to families are iu no way
tied to projections of AFDO and do not change as the latter are updated. Incontrast, the estimated Federal share of adult category costs with the Admin-istration's proposals do change as projections of the current program are re-vised. In the adult category, then, a change in the estimated net cost due to theAdministration's proposal was more offset by applying it to a more recent-
and higher-estimate of costs under current law. This Is shown below.

I
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COMPARISON OF 2 ESTIMATES OF 1971 COSTS OF PAYMENTS IN ADULT CATEGORIES
[Dollars In billions|

Estimates appearing in

Senate con-
mittee print House report Difference

Additional cost due to proposed changes ............................. .. 6 0 .Estimated cost under current law .......................... ........ 210.

Total cost .................................................. 2.8 2.7 .

One objective of the preceding discussion has been to demonstrate that changes
In estimating procedures, conversions to more current data, and the use of up-
dated projections interact In different ways In determining the estimated net
costs of H.R. 16311. But beyond this, and as Indicated earlier, there have been
changes in the proposed legislation which can also affect cost. Such changes can
cancel each otlier out In terms of theIr cost impact. For example, HR. 10311, as
passed by the House, differs In several Important ways from the Administration's
original proposal, but the costs remained the same." This is Illustrated below.

NET COST COMPARISON: INITIAL ADMINISTRATION PROPOSALS VERSUS H.R. 16311
(Dollars In billions

Estimated 1968 costs of

Initial admin-
Istration
proposal H.R. 16311 Difference

Payments to families .............................................. $3.0 $2.6 -$. 4
Payments to States ............................................... . .1 .4 .3
I increased costs of adult categories ................................... 4 .5 . I
Training and day care .......................................... 6 .6 ..............
Administration ..................................................... 3 3..........

Total ...................................................... 4.4 4.4 0

Other than Its proposals regarding food stamps, the revisions in H.R. 10311
suggested by the administration are far less significant than the kind of change
that produces the different figures shown above. Also, the proposed revisions
Interact with one another so that their combined Impact on costs is not simply
the algebraic sum of their individual Impacts taken one at a time. Still further,
the changes were generally incorporated into the estimating procedures as these
were being revised and updated. For these two reasons, it is not easily possible
to quantify the precise extent to which the proposed revisions alone explain the
differences In cost estimates.

The difference in estimated costs of H.R. 16311 between those that appeared
in the House Report and those that are presently before the Senate Finance
Committee have understandably caused confusion. The preceding discussion
has attempted to show that no factor can alone explain the differences. A number
and variety of factors must be considered Including changes in data, improved
estimating procedures and more current projections of current program costs,
as well as changes in the proposed legislation. Only the most thorough and time
consuming analysis could fully attribute the exact impact on the cost estimates
to each single factor.

I Page 43 of the 11ouse Report contains a discussion of there changes.
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COMPARISON OF COSTS OF MAINTENANCE PAYMENTS, RELATED SUPPORT ACTIVITIES, AND FOOD STAMPS
UNDER CURRENT LAW AND ADMINISTRATION PROPOSALS

(In billions of dollars

Fiscal year 1971: Cur-ent H.R. 16311 Fiscal year 1972: Current H.R. 16311

Law As amended Difference Law As amended Difference

F~aIntenance payments:
Payments to families:

Direct payments ............ ,) $4.2.9 ............ $4.1.........
PaymentIs to States........... (1) .8 (...... .9 ......

Subtotal ----------------- $2.8 5.0 $2.2 $3.2 5.0 $1.8
Payment in adult categories ---------- 2.2 2.8 .6 2.4 3.0 .6

Savings clause ---------------------- (1) ........................ () .1 . I

Total maintenance payments. 5.0 7.8 2.8 5.6 8.1 2.5

Related support activities:
Administration .................. .3 .6 .3 .3 .6 .3
Training....................... .1 .3 .2 .1 .3 .2
Child care ...................... .1 .5 .4 .1 .5 .4

TotAl, related support activities. .5 1.4 .9 .5 1.4 .9

Total maintenance payment
ana support activities -------- 5.5 9.2 3.7 6.1 9.5 3.4

Food stamps ........................ 1.2 1.6 .4 1.9 2.3 .4

Grand total ................... 6.7 10.8 4.1 8.0 11.8 3.8

I Not applicable.
Note: food stamp costs for both current law and H.R. 16311 assume enactment of the administration's proposed food

stamp legislation. Additionally since the FY 1972 President's budget has not been prepared, estimates for training and
child care are based on a levefcost assumption.

"SUITABLE" EMPLOYMENT AND "ADEQUATE OPPORTUNITY"

Senator MILLER. Mr. Secretary, when your predecessor appeared be-
fore the committee, I questioned him about the "suitable employment"
phrase in the bill.

I might say this may be a question that the Labor Department repre-
sentative may wish to answer. I questioned him about the "suitable
employment' phrase in the bill, which appears in section 448(b) of the
bill.

I note the Department has modified the language of the bill so that
it now prevents the family from losing benefits for refusal to acce t
work if such refusal is due to the fact that "the individual has Te
ability, based on skills or prior experience, to acquire other employ-
ment that would contribute more to his self-sufficiency, but only if
the Secretary of Labor is satisfied that such employment is actually
available in the community, and the individual has not been given ado-
quate opportunity to obtain it."

I would like-to have you elaborate on what would be the interpreta-
tion of the phrase "adequate opportunity" in this revised language.

Secretary RICHARnDSO. As you recognize, this is a matter which
would fall within the responsibility of the Secretary of Labor.

My understanding of this language is that an individual should not
be declared ineligib e for benefits on the basis of his refusal to work if
he did not know about rthe Job he was said to have refused. In deter-
mining whether good cause exists for refusing a job, the Secretar y of
Labor would in effect be determining whether the individual had had
a fair chance to take the job that he was supposed to have refused. Such

i.
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a determination of sufficient opportunity, or "fair chance" would have
to be, made on a case-by-case basis.

Senator MILLER. Well, I think that is responsive. We are talking now
about a job being available and the knowledge that it is available and
a fair chance to get it?

Secretary RIcHARDso. Yes, sir.
Senator MILLER. And that would not, I would hope, envision a

prolonged period of time in decision, postponements, or waiting for
something better to show up?

Secretary RIoHARDSON Normally the determination of compliance
with the work requirement wouldn't raise a question. The last phrase
here really is designed to insure that he had a fair chance at getting
the job. If, for example, there were a job 50 miles away and the
individual didn't have an automobile, but a local administrator cut
off his benefits on the basis of his refusal to accept employment, then
the "adequate opportunity" phrase would be a tasis for his appeal
of the decision. The fact that there is a job available in the community
and that the individual is given a fair chance to take that job would
be subject to clear-cut determination.

Senator MLLzR. May I say that my reaction is favorable toward
this change. I was wondering if you would care to elaborate on the
implication of the change and provide that for the record.

Secretary RIOHARDSON. I can add this explanation right now, Sen-
ator. The reason for the change was that we wanted to tighten the
work test language in the House bill that said that an individual
would have good cause for refusing a job if he had demonstrated
capacity through other training or employment of securing work that
would better enable him to achieve self-sufficiency. Our interpretation
of this language is that it would permit P ople with particular skills
to refuse work even if no work using that skill were available. It was
in order to eliminate that possibility that the new language has been
suggested.

Senator Miwzax. That was my main concern, and I appreciate the
change.

TREATMENT OF STRIKE BENFJIT AND UNEMTPlOYMENT COMPXNSATION

Now, in connection with strikers can you tell us whether strike
benefits or unemployment compensation would be treated as earnings
in determining eligibility?

Secretary RIOHARDBOX. NO; they would not. Strike benefits or un-
employment compensation would be treated as unearned income and
thus they would reduce the basic family assistance benefit dollar for
dollar assuming all of the other conditions that we discussed earlier
with Senator Hansen.

Senator MILMR. Do you mean they would not or they would be
treated as earnings?

Secretary RIHARDSoN. They would not be treated as earnings. They
would be treated as other income and thus reduce dollar for dollar the
benefit eligibility that might otherwise apply. If they were earnings,

then a dollar of earnings would only reduce the family assistance
eligibility by 50 cents. Since they are treated not as earnings but as
other * c me, then the receipt of a dollar of strike benefits would
reduce eligibility by a full dollar.

44-527-70--Pt. 2-7
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May I say again we are assuming the unlikely situation in which
the individual is otherwise eligible. If an individual head of a family
of four, were receiving strike -benefits or entitled to strike benefits at
an annual rate of $1,600, his eligibility would automatically be elimi-
nate under the plan.

Senator MILLER. Let me make sure I understand. For example--
Secretary RIOHARDSON. I mean that strike benefit at that level would

eliminate ally family assistance benefits.
Senator MILLER. Take the chart on page 46 of the committee print,

Phoenix, Ariz. Let's say the individual involved had received $1,000 in
earnings, wages, up to the time of the strike, and then receives strike
benefits of another $1,000, or at a rate of $1,000. Would the result over
in the last column be different-

Secretary RICHARDSON. It would be different.
Senator MILLER (continuing). Than a person receiving $2,000 in

earnings?
Secretary RICHARDsOX. It would be different because, you see, the

benefit column starting with $1,600 at zero, and $1,000 at $720, and
then $1,460 at $1,000, and $960 at $2,000. If that first 1,000 were strike
benefits rather than earnings-

Senator MILLER. In the example I put to you, the first $1,000 was
wages and the second $1,000 was strike benefits.

Secretary RICHARDSON. Right. In that example, then, the figure at
which the individual would be receiving no family assistance would
be lower than if his entire income were earned.

Senator MILLER. Thank you very much.

FAP BENEFITS AND COST-OF-LIVING DIFFERENCES NATIONWIDE

Now, Mr. Secretary, generally speaking, it appears that your posi-
tion is that the number of people deriving benefits from welfare would
increase from 12 million to 24 million, which would result in 12 per-
cent of the national population deriving welfare benefits.

However, the picture in some States would be much worse. Accord-
ing to one of the tables it appears that about one out of every four citi-
zens in the State of Kentucky would derive welfare benefits, and I
have heard it estimated that in some counties the proportion might be
as many. as three out of four citizens of the county deriving benefits
from this program. I suggest to you that this poses a problem to a
number of taxpayers.

I suggest further to you that one possible reason for this apparent
aggravation could be that the national standards proposed by the bill
need to be refined, taking into account the differences in the cost of
living by areas.I woild suppose the cost of living in some coumtes of Kentucky,
for example, would be considerably less than the cost of living in
counties in other parts of the country.

Isn't it possible to refine this so we can avoid what happens to be a
very serious number of people who are receiving benefits under this
program in certain areas?

Secretary RICHARDSON. I want to make &veral comments, Senator.
First, of all, I would want to emphasize again that the proportional

increases you are referring to compare people actually receiving bone.
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fits under current law with the number eligible but not necessarily
receiving payment under the family assistance plan. In effect that
means the proportion is decreased by using less than 100 percent of the
number of people entitled to benefits under existing law and a differ-
ent assumption under the proposed law-that 100 percent of those eli-
gible would receive benefits. This distorts the d6ifparison to begin with.

Second, you made the observation that the situation looks oven
worse in some States where a very high proportion of people would
be covered by the family assistance plan.

I am sure some people would say that it looks better in some States
because these are the States in which the highest proportions of very
poor people now live.

Thirdly, the plan contemplates a basic Federal minimum benefit of
$1,600 for a family of four which is very low if that is the only source
of family income. The benefit level is well below the poverty standard.
It does reflect the wide variation in the costs of living between the cities
of the North and other parts of the country, for example.

The plan does contemplate, therefore, State supplementation, at
least in the case of female-headed families.

In the case of male-headed families who are working, the cash in-
come is also likely to be higher. Then there are adaptations of a low
Federal minimum to the local cost-of-living situation by these mech-
anisms of State supplementation and of local prevailing wages.
Senator MILLER. The trouble I have with your answer is I think it

proceeds on this $1,600 floor and I suggest to you that this is not very
responsive to what the program covers.

I will grant you the family assistance plan is a $1,600 item, but that
isn't responsive to what is going to happen. I look not at the family
assistance plan income alone but I look at the whole picture, and the
whole picture, for example, shows that the total package amounts to
$4,400 in Phoenix, Ariz., where there is public housing; it amounts to
$3 300 if there is no public housing.

We are counting food stamps and public housing and medicaid. It
isn't all the Federal tax dollar. I grant you some is in kind. But it is
needed, and if it isn't there it is going to have to be purchased by cashor the person is going to have to do without..

It seems to me by the time we take into account and correlate these
other Federal dollar programs, that this might account for the fact
that we have such a high proportion of people in some counties in
some States who will be deriving some benefits, and I think we ought
to look at the whole package.

Secretary RICHARDSON. I agree with you we should be constantly
aware of the interrelated nature of the various provisions and effects
of the plan. I was addressing myself to that part of your question
which dealt with the reflection of the differences in the cost of living
between rural Kentucky and New York City, for example. I was
pointing out simply that that difference is partially taken into ac-
count by the provisions for supplementation of the basic floor and
by the differences in prevailing cash income for work in the two areas.

It has also been pointed out-
Senator MILLER. Could I interrupt you at that point? This is one of

the problems I think, that underlies Senator Harris' proposal to put
some kind o# a $3,500 family assistance plan into the picture, which
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completely ignores all of these other Federal type programs from
which benefits are being derived.

Actually, if you look at the whole picture, we practically have
Senator Harris $3,500 program, and if you use that I think you may
avoid some problems coming up over this program. I must say that
if somebody just says $1,600 for a family of four, that sounds pretty
low. But that isn't responsive to what it is, and that was one of the
problems we hoped would be resolved when the department came back
with these various programs to work out the very disincentive features.

Now that you have done that it seems to me we have to look at the
whole picture.

I even have people say to me "Why don't we give up all of the vari-
ous category programs and just write out checks in cash. It would be
much simpler to let the people buy their own health insurance and buy
their own food, instead of using food stamps and pay for their own
rent or public housing, because it is costing the taxpayers that much
money, anyhow."

Secretary RICHARDSON. I think that there is a lot to be said for that
approach, Senator. I would hope personally that the evolution of the
program is in that direction. There are some practical problems in do-
ing it in one step, but I am sure you and your colleagues would agree
that it is important, in whatever judgment you reach on this legisla-
tion, to consider the program in the context of the other programs to
which it relates.

Senator MILLER. Looking at it as a whole, or looking at it from the
standpoint of family assistance of the plan, the bill provides for a
poverty level?

Secretary RIcARnDSON. Yes.
Senator MILLER. I am concerned about that because up until now it

has been my understanding that the poverty level was established in
two categories, at least.

One was for people living on farms and the other was for people
living in the cities. And as I recall there was upward of a $600 or $700
differential as between those who lived on a farm and grew some of
their own food and those who lived in the cities and had more expenses.

Why don't we refine this program along those lines, at least, be-
cause I would guess that if we did it would be more responsive to the
poverty picture in. various areas and it could possibly avoid what I
regard as excessive proportions of the population deriving benefits
from the overall picture, as in Kentucky.

Secretary RICHADSON. This is an approach that should be consid-
ered, Senator. As I said earlier however this rural-urban cost-of-liing
difference is reflected in the State's approach to supplementation.
State does not now supplement and presumably wou d not supplement
the family assistance program for families in rural areas where costs
of living are lower, or at-least, it would take into account the income
equivalents. This would to some extent make an automatic adjustment
consistent with the aims you are suggesting.

Senator MiLLER We are proposing national standards, and to me
one of the virtues is that a family living on a farm in one State would
be treated substantially the same as a family living on a farm in another
State.



485

I would think that the Federal Government might, throughh its na-
tional standards, promote that equity, whereas, if we do not, I can see
inequities arising.

Secretary RICHARDSON. I personally haven't had an opportunity yet
to go back over the ground that was explored in arriving at the con-
clusion that we should use a standard benefit level for both rural and
urban recipients. I should point out here the only point at which a
determination on the poverty level as such applies is in establishing
a maximum for Federal participation up to 30 percent of the
sup lement.

You wouldn't expect that in rural Southern States, for example,
where the $1,600 itself is above the present public assistance level,
that there would be any State supplement, the determination of the
poverty level there again has no relevance.

In New York City or Chicago, the established poverty level is the
ceiling above which the Federal Government will not participate
in the supplementation. It operates as a cutoff level for Federal
spending.

Beyond that you are left with the decision on the determination at
a Federal minimum. The $1,600 benefit covers more people in the
South and in rural areas that are very poor than it covers in any other
portion of the population. The decision that this committee and the
Congress must make then is whether it is in the national interest to
provide income support for these people. Our conclusion was that
they would all benefit in the long run by our employing this approach.

Senator MuiAz. If these people are going to be receiving food
stamps and medicaid, and in some cases public housing or rent sup-
plementsi I think we might arrive at a little different conclusion.

What I would like to ask you to do, if you will, and you do seem to
be openminded about this, would be to give us an idea of how much it
would reduce in, let's say, millions of persons the numbers of people
from 24 million, if we did follow what has been the traditional ap-
proach on this poverty level determination, differentiating between
rural or certainly farm dwellers and those who live in the cities.
It might 0ive the committee some basis for making one of these

difficult d ecisions.

Do you think you could give us some information for the record on
that?

Secretary RioHAmmsoN. We will certainly do that, Senator. It needs
to be made clear, however, that what we will be doing, in effect, is re-
ducing by some proportionate measure the minimum cash benefit or
food-stamp benefit, or both, since the poverty standard as such doesn't
apply in those areas.*

Senator MILLER. That will be appreciated.
I have just two questions remaining:

INCREASED WELFARE ROLLS UNDER PAP

If I could refer you to the table on page 24 of the Finance Commit-
teeprint, to table 4-B. That table shows that the number of persons
in families receiving family assistance is estimated to go down from
13.1 million in 1971 to 11 million in 1976?

The Department's response appears In appendix C, p. 1137.
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Secretary RICHARDSON. Yes.
Senator MI LLER. But a few lines below there it shows that the total

number of p ersons deriving welfare benefits is projected to rise from
23.8 million in 1971 to 28.3 million by 1976.

Now, my understanding has been that one of the selling features
for this bill has been that it is going to encourage movement off the
welfare rolls on to the work rolls, but I am troubled when I see there
is a projected rise from 23.8 million in 1971 to 28.3 million in 1976.

What accounts for that?
Secretary RICHARDSON. This is a matter of concern, Senator. The

rise will be caused by the increase in the number of people who belong
to families of the kind now covered under AFDO.

We will supply a detailed explanation of the increase in caseload for
the record.

Senator MILLER. If you would like the time to provide that infor-
mation for the record, I am not in any hurry for it, but I think it
would be helpful to reconcile those figures, and I can see where that
might take a few computations.*

Secretary RICHARDSON. Senator, the trend reflected is based on pro-
jected increases in the population of women and children otherwise
entitled to AFDC who would be eligible for FAP supplemental
payments.

Senator MiLm. I would hope that population projections wouldn't
warrant almost a doubling of that figure from 8.5 to 15.8 in a matter
of 5 years.

Secretary RItoAPnsox. That is, of course, a projection of the trend
and the curve that has been rising fairly dramatically in the last few
years.

I find encouragement in the decline in the number of people receiv-
ing only family assistance plan payments which is explained earlier
onpage 21 of the committee print.

Senator Mxuii. I take comfort from that, too, but my comfort
turns into distress when I look down there and see the increase from
23.8 to 28.3 million people receiving welfare in a period of 5 years.

Secretary RICHAYWSON. One figure that will increase and will not
be affected by anything we do under this plan is the number of women
without a husband in the home who have preschool children, and
therefore are not required to register for work. Such female-headed
households with preschool children will grow, as a straight projection
of population trend.

DECLINING PURCHASING POWER OF $1,600

Senator WH-TMs. To what extent did you take into consideration
inflation, depreciated value of the $1,600?

Secretary RIoIAnoso. Increasing prices and increasing benefit
levels, increasing wage levels, and so on were considered to cancel
out in determining the number of.eligible families at a given time.

Senator WIIuAms. The purchasing power of $1,600 doesn't have
anything to do with the wage level, the inflation, and I was wondering
did you take this into consideration I

secretary RIoaHARnsox. In the wage level?

*$ihe Department's response appears In appendix C, p. 1188.
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Senator WALLA1S. Yes, the fact that if this is approved, perhaps
the need of revision of the basic formula; did you take into considera-
tion the change in inflation-has that been considered as a factor of
future cost?

Secretary RIcHAiwsox. We have assumed the $1,600 basic minimum
was projected ahead without change. If it were increased, then it
would change all of these estimates of cost and number of families
eligible. We have not allowed otherwise for inflation. If you have
inflation at current rates over this period, then in 1976 for example,
$8.8 billion isn't worth as much as $3.8 billion is now. This is an offset
that is not reflected. The fact that over time wage levels and income
from employment have tended to increase faster than the population
is reflected in the numbers of the top line page 21, where the families-
receiving figure has gone down.

PROJECTED DECLINE IN FAP RECIPIENTS

Senator MILLER. Looking at the same line of figures, there is a drop
from 1971 to 1976 of 2.1 million persons, families receiving FAP only.
Is my understanding correct that this is the same rate as existed m
1959 to 1968?

Secretary RICIARuSOW. Yes, it is. And these figures incorp orate the
most recent data from the current population survey and the March
1969 interviews projected forward to 1971.

Senator MILLER. Maybe my understanding isn't accurate, but if
this reflects the same rate as for 1959 to 1968, when there was no
family assistance plan, why would we use the same rate when we have
a family assistance plan from 1971 to 1976 in our projections?

Secretary RICHARDSON. If this plan works the way we believe it will
the decline should be faster than this because we will have increased
the number of families which get jobs with income above the level
that would qualify them for assistance.

That number should go down faster than it did in the period you
mentioned.

Senator MiLLER. I agree it should. But you see, you run into the
argument from some who say "Well, here is a decline of 13.1 to 11
million in a 5-year period, premised upon the same rate that occurred
when we didn't have a family assistance plan."

" rS o w eis e rint an h ai a L fam ily assistance plan? If we
don't have the fami y assistance s plan, we will have the same?"

Secretary RICHARDSON. it is the conservative projection as has been
pointed out earlier. We didn't have sufficient experience on which to
make a projection as to how many poor families would be headed by
members who were working at adequate wages and so we didn't reflect
it statistically. But if everything goes according to plan, then the
figures would be more favorable than shown here.

Senator MILLER. Could you give us another set of projections on
that., because I recognize that we can't'have something that will give
us a better picture here than the family assistance plan and all of the
other elements in the program work. IYam hung up on -the basis that
as of now, granted these are conservative figures, and I appreciate that
fact. It does t look to some people as though the family assistance
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plan is going to improve over what has already gone before the period
1959 to 1968.

Secretary RICOARDSON. I see the problem, Senator. We will get to-
gether with the Department of Labor and produce a carefully qualified
projection with the hope that it will be understood for what it is, an
attempt to assume an optimistic result of the combination of things we
are doing in the plan without having it understood as a contrived ad-
vertisement for the program.*

UNIORM SET OF ELIOIBILITY EQUIREMENT8 FOR THE VARIOUS PROGRAMS

Senator MILLER. That will be fine. In determining the eligibility for
all of these programs, family assistance plan, food stamp, public hous-
ing, rent supplement, medicaid, do I understand that if we pass this
legislation as it is now before us, that we are going to have the same
eligibility standards running all the way through for these various
programs, so that you are not going to have to have separate computa-
tions and separate determinations on eligibility for food stamps which
will be different from the computations and determinations made for
the family assistance plan or for medicaid or for these other programsI

Are we going to have a uniform set of determinants for these vari-
ous programs.

Secretary RIoCARDsoN. That certainly is the objective, and the union
program would be administered by the same people.

In the case of food stamps some amendments to the law that haven't
yet been filed, may be necessary to achieve complete consistency, but
we are working with the Department of Agriculture. We would wel-
come the reinforcement by this committee of this objective.

Senator fM LER. You agree that should be done?
Secretary RrIwwADsoN. Yes.

SECRETARIAL DISCRETON REOARDING ELIMBILITY

Senator MILLER. In the Secretary's discretionary powers regarding
eligibility, I understand that perhaps the primary determinant will
be income for eligibility?

Secretary RiOmARDso. Yes.
Senator MLLEr. But while that is the primary determinant, that

will not exclude the Secretary from looking at resources so that some
people with relatively low incomes and suWtantial property interests
that may be productive property-maybe they have a lot of ranch
land that is quite valuable if it were sold, but producing little or no
income-that would be taken into account ?

Secretary RIoHAPwsoN. Yes, it would be taken into account, although
I am not sure about the details regarding ranch land. In general there
is an assets limit of $1,500 and there is a provision in the bill for the
family to dispose of assets which would then be applied toward their
income thus reducing or eliminating the family assistance plan benefit.

If they had assets of substantial amounts, of course, they could not
dispose of them all at once m order to qualify because you spread the
proceeds of the assets ovr a long period of time.

*/rhe Department's response appears In appendix C, p. 116.
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There is also an exemption of farm property. I am not clear at this
point how that would apply to a ranch which, as you say, may have a
capital value way out of line with the cash income it produces.

Senator Mn.Ln. Could you provide something for the record on that
point, please?

Secretary RCHARDSON. Yes, I will.
(The following information was received from the Department:)

LIMITATION ON RESOURCES-LOW INCOME PRODUOINO PROPERTY

In a situation where a family owns real property of substantial value but the
property produces little or no income the provisions of Section 444(a) (2) as im-
plemented by regulations would preclude eligibility for FA payments.

Among other requirements, in order to become eligible for payment, a family
must have resources of less than $1,500. Excluded from this $1,500 limitation by
Section 444 are the home, household goods, personal effects and other property
which is essential to the family's means of self-support. As to the latter, the types
of property and the limitation to be placed on the amount of resources to be ex-
cluded are to be determined by regulation.

In the case of ownership of a valuable farm or ranch which to currently pro-
ducing income in an amount low enough to qualify the family for FA, we would
expect the regulation to preclude eligibility if the value of the asset exceeded the
limit set by regulation. The reason for this is that Section 444 also provides for
regulations concerning the disposition of resources in excess of the limits (either
the $1,500 set by Section 442 or that set by the regulations discussed above). Ac-
cordingly the owners of a ranch worth many thousands of dollars otherwise eligi-
ble could receive PA benefits only pending disposition of the property. Such
benefits would be treated as overpayments.

Because of the variety of types of businesses and properties it would greatly
complicate the bill to attempt to set specific dollar limits on excludable resources.
The greater flexibility of the regulation approach would also permit prompt cor-
rective action should the limits set by regulation prove impractical.

Senator MILLE.R. And on that farm question, the one reason I raised
this question about uniform determinants among the various programs
is that I am advised that there are some farmers in the State of North
Dakota-and this could well apply in other States-but I have had
this called to my attention that there are some farmers in the State
of North Dakota who have had practically no income for cash pur-
poses during the year and they have had a little income that has en
offset by expenses, maybe more than offset, so they have a loss from
a cash basis standpoint.

They may have $10,000 or $15 000 of grain inventory setting out in
their bins which hasn't been reduced to cash and, nevertheless, they
are still drawing food stamps.

I would trust that we wouldn't have a problem like that in the family
assistance plan?

Secretary RICHARDSON. I hope not. This, of course, is one of the rea-
sons why there does recur throughout the bill references to determina-
tions by the Secretary for the adoption of regulations. It is hard to
write statutory language to cover all of these situations.

One of these problems that has already been mentioned is that of
gross income for a farm family where offsetting deductions, for ex-
ample, may result in a very low net taxable income.

They may have a rather large gross income and there may be ways
in which they could take care of their expenses that are deductible, so
that they are fairly well off, even though their net income is very small.
We have tried to anticipate that problem by one of these discretionary
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clauses. This is the matter with which I was dealing yesterday when I
was responding to Senator Talmadge's questions. We would like to
work with the committee on it.

Senator MILLER. I might make one addition to that. There are some
business people who derive benefits from net operating loss carryover
deductions, as a result of which they may end up with no net Income at
all for the taxable year, that is because they offset a loss in a previous
year, 3 or 4 or 5 years ago against current net income, but their actual
net income for the year could be substantial. Would it be your purpose
to ignore the net operating loss deduction in a case like that?

Secretary RICHo.AwsON. No. This is another example of the kind of
thing we were talking about in saying that there should be some situa-
tions in which we look at gross income in deciding eligibility.

Senator M Lxp. In other words, you would consider ignoring the
net operating loss deduction in looking at the actual year's picture?Secretary R=HiNo. Yes, sir. But, as I say, that is the kind of
thing that is very hard to spell out in specific statutory terms. We
would be assisted in dealing with such situations through commitee
report language, for example.

Senator Mijum. I certainly agree with that. My purpose was to
elicit your policy on that which you would follow in drafting the
regulations.

Thank you very much, Mr. Secretary.
Thank you very much, Mr. Chairman.
Senator Wimffms. The committee stands adjourned until 10 o'clock

tomorrow.
(Thereupon, at 1:15 p.m. the hearing recessed, to reconvene tomor-

row, Thursday, July 23, 1970, at 10 a.m.)



THE FAMILY ASSISTANCE ACT OF 1970

THURSDAY, 3ULY 23, 1970
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C0MMI ~rEE ON FINANCE,

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

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

Present: Senators Long (presiding), Anderson, Talmadge Ful-
bright, Byrd, Jr. (of Virginia), Williams, Bennett, Curtis, Jordan of
Idaho, Fannin, and Hansen.

The CHA RAAN. The hearing will come to order.
This morning the Secretary of Health, Education, and Welfare,

the Honorable Elliot L. Richardson, is to give us a statement with
regard to the social services that are planned by the administration
and how they would be put into effect. So I would just suggest that
you proceed in your own way, Mr. Secretary.

STATEMENT OF HON. ELLIOT L. RICHARDSON, SECRETARY OF
HEALTH, EDUCATION, AND WELFARE; ACCOMPANIED BY JOHN
G. VENEMAN, UNDER SECRETARY; ROBERT PATRICELLI, DEPUTY
UNDER SECRETARY; AND HOWARD A. COHEN, DEPUTY ASSIST-
ANT SECR1RTARY-Resumed

Secretary IhCIARSON. Thank you very much, Mr. Chairman and
members of the committee. I do have a fairly brief statement, shorter
than the one I read the other day, which I would like to go through
first, and then, of course, I will respond to questions.

PROPOSED SOCIAL SERVICES AMENDMENTS

I am pleased to have the opportunity to discuss with this committee
a legislative proposal that seeks the same degree of fundamental
reform in wel-fare service programs that the family assistance plan
brings to income maintenance programs.

Correcting the basic causes of dependency requires more than income
support alone. Income support programs must be joined with effective
social services if the basic causes of dependency are to be attacked.

In our June amendment to H.R. 16311, we proposed the addition
of a new title XX to the Social Security Act that would draw
together all the important individual and family services now scattered
throughout the act. This companion effort to the family assistance
plan has been prepared and discussed with academic and professional

(491)



492

groups over a period of several months. It was shaped by the same
systematic perspective and interagency cooperation that led to our
comprehensive welfare reform proposals.

It needs to be considered as part of this legislation so that State and
local welfare agencies, which are facing a massive shift in roles and
resources under the family assistance plan, can, at the same time, move
into a more effective service role. Family assistance provides a major
opportunity for, and even demands, a concomitant reform of welfare
services.

An examination of our present social services system provides
grounds for both support and criticism. While we do not know enough
about what we are buying with our present service dollars, we do know
that many of these activities are essential to lessening dependency and
protecting particularly vulnerable groups. They include:

(1) Services needed to assure the success of work, training, and
employment programs-for example, day care, information, referral,
and transportation;

(2) Activities to protect children from abuse or neglect.:
(3) Foster care children whose natural parents are unable or un-

willing to care for them adequately;
(4) Activities to protect the aged from exploitation or neglect, to

provide guardiansluhp where none is available, and to help the aged
remain in their own homes when institutional care is undesired or
unnecessary; and

(5) Voluntary family planning and efforts to reduce births out of
wedlock.

But present social services do not effectively fulfill the needs of their
clients for a series of reasons:

Social workers spend most of their effort on the investigation and
paperwork associated with eligibility for cash assistance, putting
services in direct competition with enforcement, stigmatizing social
workers as policemen, and serving neither purpose well;

There is little accountability built into the system since the Federal
Government has an open-ended commitment to provide' 75-percent
matching funds for whatever amounts the States wish to spend; for
this and other reasons, Federal social services expenditures have gone
up from less than $275 million, in 1968, to more than $550 million, in
1971, with great variety in scope and quality of programs among the
States;

The caseworker system has overemphasized counseling activities
and underemphasized the provision of hard services such as family
planning and homemaker care when someone is sick; Federal support

as been particularly lagging inthe critical areas of foster care and
ado tions where we bearlss than 10 percent of the financial load;

Federal service programs have created a patchwork of overlap'ing
efforts at the local leve that are difficult, if not impossible, to coordinate
-for example, a single family could effectively benefit from locally
based services programs funded from more than half of 210 project
grant programs and nearly all of the 50 formula grant programs
supported bi the Department.

In short, it would be hard to conceive of a situation more destructive
of recipient trust, social worker morale, and program effectiveness.
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Flowing from this analysis of the essential problems in the present
system, the central themes of the individual and family services reform
proposal are:

(a) Complete separation of social services from the administration
of income maintenance programs;

(b) Greater emphasis on accountability of funds and program
results;
() A significant infusion of new Federal funds for foster care

and adoption services; and
(d) More effectively coordinated services, greater program flexibil-

ity for State and local executives, and increased latitude for reflecting
State and local priorities.

A. SEPARATION OF SERVICES AND PAYMENTS

The first step to reform is removal of the built-in conflict of purpose.
We propose to sever completely the tie between the provision of
services and administration of cash assistance. This will free the
social worker to provide the services that le is competent to render,
and leaves the administration of income maintenance programs to
people especially trained for that task. The ambiguity of the present
System would be eliminated in favor of a clearly voluntary set of
services.

B. ACCOUNTABILITY AND PRIORITIES

To pursue our second goal of achieving greater program account-
ability and emphasis in key areas, we are proposing to move to a fixed
appropriation in place of the present uncontrollable Federal matching
arrangement. Governors will be required to set measurable service
targets against which State progress can be gaged. Periodic evalua-
tions will be made at least every other year and the results published.

Another aspect of this effort to achieve accountability and results is
concerned with redressing priorities. Special emphasis will be placed
on recipients and States that need services the most. For example:

Supportive services provided in connection with work or training
programs for family assistance recipients will be matched by the
Federal Government at a higher rate--90 percent for supportive
services compared with 75 percent for other services;

People with incomes below the poverty line will be eligible to receive
free services, while those with income above the poverty line will be
required to pay a fee under a sliding scale for certain services; and

States with service levels below the national average will be eligible
for special eqt.alization grants, with $50 million authorized under the
bill for the first year of this 4-year effort to raise all States toward the
average service level prevailing in fiscal year 1971.

C. FOSTER CARE AND ADOPTIONS

The third component in this comprehensive services reform closes
what has long been regarded as a gaping hole in Federal program
coverage. Wre purpose a major national investment in tlie country's
most neglected children-those in need ,f foster care or adoption.
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Too many American children lack a healthy home environment.
Through no fault of their own, they are shuttkd from one foster
home to another in a system that all too often cannot afford the luxury
of decent standards. The Federal Government has left this responsi-
bility largely with hard-pressed public and private agencies at the
State and local levels, even though effective foster care and adoption
programs more than pay their own costs in terms of lessened institu-
tional expenses and remedial programs later on.
The administration proposes an increase in the Federal foster care

and adoptions effort from an estimated $25 million for this purpose
under the child welfare service program in 1971 to $175 million in
the first full year of operation under the new program. This is part of
our larger effort to expand and improve Federal programs directed
toward children in the first 5 years of life, an effort which includes
the $386 million in new funds for day care under the family assistance
plan and the creation of the new Office of Child Development.

The new measure will provide national standards and a Federal
floor of $800 per child for annual foster care support payments, an
amount equivalent to the support offered a child in a family under
the family assistance plan. To insure that total efforts to promote
child welfare do not flag the States will be required to maintain their
previous spending levels for child welfare services. Finally, the
Federal Government would pay 75 percent of the administration costs
of foster care and other childwelfare services under the proposal.

We are also proposing important strides forward in the related
area of adoption services. Many children with physical or mental
handicaps are hard to place with adoptive parents. To lower this
barrier, we propose a special Federal program to absorb 75 percent
of the addedcosts of medical and other remedial services for handi-
capped children. The amount of these expenses defrayed for, adoptive
parents would depend upon their income and the cost of the remedial
services required by the child.

Finally, to assist the placement of children in adoptive homes, the
Federal Government. wll support a national clearinghouse of informa-
tion on adoptions. The National Adoption Information Exchange
Service would bring together children needing adoption with potential
adoptive parents all across the country and even establish links with
similar efforts in other nations.

D. 3R0E COORDINATED SERVICES TAILORED TO STATE AND LOCAL NEEDS

The President's "New Federalism" emphasizes decentralization of
decisionmaking and strives to give greater scope to State and localgovernment to set their own priorities. We have tried to provide
mechanisms in the proposed individual and family services program
to achieve these results.

Today, the Department of Health, Education, and Welfare oper-
ates over 250 separate programs. These programs are administered
by various instmtutions-some through the schools, some through
county hospitals, some through private nonprofit agencies, and many
through branches of the State and local governments. In addition
to these 250 programs, there are many other human service pro-
grams operated under authority executed by the Department of
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Housing and Urban Development, the Office of Economic Opportu-
nity, and the Department of Labor. In any given community, each
program is likely to be seperately funded and separately adIminis-
tered, and it will have its own regulations and traditions.

It is small wonder that the average person does not know where
to turn when he needs help. Few people know what is available in
their communities and few services are available on a neighborhood
level. If services are available, too often they are scattered and in-
accessible to an individual who may need more than one form of help
at the same time. Increasingly, these problems of overlap, information,
and access are creating demands for one-stop community service
centers.

This legislation is a beginning effort to encourage greater program
coordination and integration. If a State wishes to prepare a consoli-
dated plan encompassing two or more HEW programs, the Secretary
would -be authorized to permit the Governor to transfer up to 20 per-
cent of the funds from one covered appropriation to another. This
flexibility would be a quantum leap forward in Federal-State rela-
tions and would go a long way to permit the tailoring of our nar-
rowly defined Federal program and appropriation categories to fit
State and local needs. Transfers could not be made from open-ended
appropriations, like medicaid, or be of such magnitude that they
cause the recipient program to be increased by more than 50 percent.
Aside from these safeguards, I believe it is high time for the Federal
Government to offer tangible evidence of trust in both the integrity
and priorities of elected chief executives at the State level. Con-
tinued national paternalism is neither warranted nor efficient.

Finally, a Governor would be authorized to establish a single
matching share for programs under the consolidated plan. This
would b6 a weighted average of the programs, and is not loft to the
discretion of the Secretary of Health, Education, and Welfare.

In addition to encouraging States to integrate related services, the
proposal includes a special Government assistance program to assist
State and local executives to plan and administer these services in a
comprehensive manner. The effort to decentralize program decisions
and to increase flexibility for State and local officials must be joined
with Federal assistance to help these officials deal with their increased
responsibilities. Up to $30 million would be made available for proj-
ect grants to chief executives for planning, training, evaluation, and
other policy management activities that attempt to meld health, edu-
cation, and welfare programs into more cohesive and effective service
packages. To encourage recipients to assume the full cost of this
important activity after 3 years, Federal matching will decline grad-
ually from I5 percent to 50 percent.

Two additional sources of flexibility would be added under the
proposed titloXX. Rather than an elaborate list of mandated serv-
ices for the States, the basic requirement of the new individual and
family services is that each State provide a "reasonable balance" of
services provided among States, reflecting their differing needs and
priorities.

A new administrative mechanism would provide still another source
of flexibility. Cities of 250,000 population or larger would be given the
option of planning and administering their own services, or using the



496

present system (which may be operated by the State or county). If a
city were permitted to operate its own service program, it would be
required to do so in a manner that insures adequate services in adja-
cent areas and is com patible with State laws.

As I noted at the beginning of my statement, we feel that the steps
outlined for welfare services are as fundamental and far reaching
in their sphere as our proposals for income maintenance reform.
They are closely linked and reflect tile same systematic approach to
recognized problems. No proposal is perfect, and no doubt this one is
capable of improvement. I want to take this opportunity to reiterate
my willingness to make available the full resources of my department
to work with this committee in seeking whatever modifications may be
desirable.

Let me conclude, Mr. Chairman, by reemphasizing the basic objec-
tives of our services reform:

Separation of services from administration;
Greater accountability and attention to priority needs;
Needed additional support for foster care and adoption services;

and
Increased program coordination and funding flexibility.
I believe that these goals are sound, and can be shared by the member

of this committee. Thank you.

CHART PRESE TATION--COMPAPISOX OF INCENTIVES EMBODIED IN
Hl.R. 10311 H.R. 16311 WITH SUGGESTED ADMINISTRATION REVISIONS,
AND CURRENT LAW

The CHAIRMAN. Mr. Secretary, Senator Williams has been request-
mg that certain information be prepared in chart form and made
available--assuming that there are no other changes in the law
thin those in the bill before us-to see how these incentives work out.

Are those charts ready so they could be put up for display here or
must we work from them on paper?*

Seceltar RICHARDSON. They have been prepared for display, Mr.
Chairman.

The CHIAmIRAN. I would suggest that we turn to them next and
then we will come back to this social services matter. Senator Williams
would like to ask some questions and, perhaps, some of the rest of us
would also.

Senator WILLIA1s. I would like to see them. They were compiled
from four States that were used in the previous hearing. Perhaps we
could have on separate panels the new charts and the oLd charts, that
we had the previous time. Then we could see how these had been
improved and what changes had been made in them. Perhaps we
could understand them better.

MNfr. PATRICELLI. Senator, if I understand, you suggested
The CHAIRMAN. T would suggest that they be turned so that as

many in the hearing room as possible can see it. Suppose you turn
it around a lttle bit more parallel to the Wall there. I would ask our
staff to help get these charts put up in such a fashion that they could
be seen by everybody in the room. I would suggest that they be put
behind the committee seats, and the members of the committee can

*Charts referred to are reproduced In App. D of this volume, 1193-1108,
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turn around and look at them, and we can talk about, them. Let us
move them up here.

Now, any Senator who wants to do so is welcome to move over to
this side where he can see better what is on these charts. Otherwise he
can adjust himself as best he can so that we can talk about the informa-
tion that we have here.

The object of this is to see whether-if we pass this bill, and with
the other proposed changes of the law that might or might not take
effect or remain unchanged-would these people really have any
substantial incentive to go to work or would there still be a negative
incentive.

Mr. PATRIOELLIC. Mr. Chairman, we may have misunderstood your
request. On the right is the chart that shows the family assistance plan
as passed by the House, and on the left is the special chart that
Senator Williams requested. If you would rather look at current law
we have charts for that.

'rhe CHAIRM'S . No. Senator Williams-
Senator WILLIAMS. That- is the one you presented to the committee

at the last hearings in April, is it not?
Mr. PATRICELLI. Yes, sir.
Senator WILLIMS. I thought they would make those same com-

parisons.
The CHAImRAN. What Senator Williams had in mind is-well,

suppose you explain it, Senator Williams.
Senator WILLIAMS. Well just to determine what changes the ad-

ministration bill would make in the charts as presented to us at the
last meeting. I think we should know those changes and then we could
understand it better by comparing the same chart with the chart we
used before.

Mr. PATRICELLI. To summnarize, perhaps, for the committee, oh the
left are charts prepared assuming the version of family assistance as it

would be modified by the administration, including the housing sub-
sidies, the current food stamp program and current medicaid program
and, in the case of Arizona, no medicaid.

Senator WImLtAMs. Well, I thought you were going to explain what
you did here.

Mr. PATRICELLI. I can, Senator.
Senator Cuitis. May I ask a question about the second column, this

one here. What housing bonus are you referring to, a rent supplement
or a purchase supplement or public housing?

Mr. PATRICELLT. Under the Housing Act of 1970, the rent to income
scale would applv for all of the housing subsidy programs, rent

supplements, public housing, and the others. This apples, in this case,
to the public housing bonus that would be available to a welfare
recipient in Phoenix. But the same sliding scale technique with the
same percentages would apply to public housing and other programs
in other States.

Senator BENpiiTq. But it would not produce the same dollar figures

quite.
Mr. PATRICELIT. IS that correct? Would the dollar figures be differ-

ent from the rent supplements? They should be approximately the
same.

44-527-10-pt. 2-8
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Senator CURTIS. That would not be true if they purchased a home
under section 235 of the Housing Act because most of those purchase
subsidies run $85 or above a month.

Mr. PATICLLI. Let me defer to my expert.
Senator, BENNm-T. I spent yesterday morning in the Banking and

Currency Committee discussing housing subsidies. I won't delay it
further. In other words, this is rental only and not subsidies, whatever
these people might have from the purchase of homes.

Mr. PATRICELLI. I believe that the dollars may be different for the
purchase, although the sliding scale technique in the percentage figures
would be the same for the section 235 and 236 programs.

Senator WILLIAMS. These charts will be printed in the record. But
the purpose of the revision, as I understood, was to eliminate the
notches and also to make a spread there for the incentive to work.

I notice that the man making $6,000 has $5 less in net expendable
income than the man making $5,000; is that correct under this
new plan?

Mr. PATRICELLT. Well, Senator, Iwould point out that the left-hand
chart does not include all of the elements of the administration's
changes as proposed in June.

Senator W ILLAMS. Do you want to make a new chart and include
all of itI

AM r. PATRICELLI. We have it.
Secretary RMcHAwSo. We have that chart, Senator. You will

recall-
Senator Wi iAMs. These are your own charts, and I do not want

to start out contradicting the charts. If we want to recess the meeting
until we get new charts, let us do that. I have had eight revisions of
these charts, and I am a little impatient by it, I do not mind telling you.

All right., let us put up the third chart.
Secretary RICHARDSON. Mr. Chairman, let me explain that we have

three sets of the charts that are currently available on these cards.
One set of charts shows the situation that would exist under the House
bill before the June revisions.

Senator WILLIAmS. That is the second chart here, is that not correct?
Secretary RICHARDSON. Yes.
The second set of charts is exemplified by the left-hand chart. That

assumes that the June revi.ions of the family assistance plan have been
incorporated in the bill, but that the other changes in related benefits,
which we also recmmendcd in order to meet the problems identified
by Senator Willirms in the light of the first set of charts, have not
been made.

We have a third set of charts which shows all the changes including
the changes in the food stamp plan and in both medicaid and the
housing, bonus, that are also recommended in order to eliminate
the notches.

Senator WILLIAMS. Are they recommended in this bill?
Secretary RICHARDsoN. They are recommended by the administra-

tion in order to deal with the notch problem.
Senator WILAiAMs. Yes. But the point that I am making-I am not

objecting to your pointing out what you plan to do next year-at the
last committee meeting the chart was based on the assumption that we
adopt the bill as presented, with no amendments, it became law, and
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that next year Congress took no action. These charts that you pro-
sented last night or we have up here now, as I understand it, this one on
the left is on the assumption that we approve the bill as presented by
the administration here now, in its entirety, with no amendments and
it became law, and that during the next session of Congress no action
was taken to correct these other proposals.

Now, is this an accurate reflection of the effect of the enactment of
this bill with no further action by the next Congress?

Secretary RIcHARDsow. Yes.
Mr. PATRICELLI. With one exception. Senator, we had, at your

request, kept the column on food stamps exactly the same as current
law, but as the committee may know, the administration can, through
administrative action-not legislative actin-take the step that we
proposed-change the food stamp schedule to eliminate the notch.
In the middle column, showing the food stamp bonus, on the left-hand
chart, there is a further change which could be taken administratively
and would not require passage of independent legislation.

Senator WILLIAMs. It could be, but you have not taken action, as
yet, and Congress can eliminate any of'these programs, and it can be
changed.

The reason I thought that the food stamps should be in, the admin-
istration requested, as I recall it, $1 billion for food stamps this year-
I am corrected, the administration requested $600 million. The Senate
raised it in committee to $1.3 billion, and then on the floor of the
Senate it was raised another $500 million, so we are not headed in the
direction of reducing the food stamp plan. That is a fact of life.

Are we correct, in that last column on the chart showing I.R. 16311
amended, assuming no additional action in the food stamp and housing
programs was taken, that in Phoenix, a four-person female-headed
family, would be $4,016 of total money and in-kind, and if the earn
$1,000 they have $4,374 if they earn $2,000, they bring it up to $4,706,
and if they earn $3,000 it brings it up to $5,021. If they earn $5,000 it
would be $5 566 'but if they get a promotion and increase their earnings
by another $1,0d0, they lose $5. Now, is that correct?

Mr. PATRIGELLI. That is correct, Senator.
Senator WILIA3s. That is correct?
Mr. PATRICELLI. Yes, assuming, of course, they are in public housing,

which is something less than 80 percent of the female-headed families
-on welfare in Phoenix are receiving.

Senator WILLIAbs. That is correct, but that is the same mathematics.
The CHAIRMAN. If I might just interpose here to see if I understand

-this, if that family, the man and his wife go to work to try to improve
their situation

Senator B.NNm-r. It is female-headed, Mr. Chairman. It is only a
woman in the family.

The CIIAIRMAN. That is fine.
If that woman goes to work und makes $6,000 her family is only

-$1,545 better off than they would be if she did not do anything; is that
what that chart says to me; is that correct?

Secretary RICHARDSON. That is right. And this, of course, is the
reason why we have recommended the related changes.

I do think it is important to emphasize, Mr. Chairman, the point
-just touched on by Mr. Patricelli. While certainly this committee
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should consider the relationship between the Family Assistance Plan
and other. programs, including public housing it is important also
to emphasize that nationwide only 6 percent of all the families who
would be covered under the Family Assistance Plan enjoy the benefit
of the public housing bonus. It is only, therefore, with respect to that
o percent of all families that the next to the last column would apply.

In Phoenix it is-
The CHAIMAN. That works out to be a very discriminatory bonus,

does it not, Mr. Secretary, when only 6 percent of the people enjoy it?
Secretary RICHARDSON. Yes it does; and I think it also under-

scores the point that it is difficult, in trying to reform the welfare
system, to reform also all the other programs which provide some
solt of benefit to poor people. I think Senator Williams has certainly
performed a service in focusing attention on this problem. At theo
same time, however, I think it is also important for this committee
to keep in view the priority objective of taking the measures to reform
the welfare system that are embodied in the administration bill.

Senator 1TIrmLmAs. I might -say, Mr. Richardson, that I am one
who has long advocated a revision and improvement in our welfare
system. I am certainly strongly in favor of an incentive to work.
I just wanted to see to what extent we do have incentives. But even
if you leave aside the public housing, which you say applies to
about 18 to 20 percent, in that area, this same family in Arizona,
if they make $2,000 had $4,706, but if they worked three times as
hard, and increase their earnings to $6,000, for that $4,000 they end
up only $855 better off. So why would they earn that $4,000? there
is a question in my mind, is that the proper incentive, and I refer to
your own statement in that connection appearing on page 19 during
your confirmation hearings. I asked this question:

Senator WILLiMs. On the question of registering for work and the work
incentive program in order to function properly and be effective, what would
be the minimum percentage that a man would have to be able to keep of that
which he earned in order to be a real work Incentive. I am speaking of the
family plan or any supplemental plan. As It begins to work and expands to
capacity, what percentage would you say would be the minimum that he
would have to keep in order to make a real incentive program for the worker?

Mr. [OHARDSON. I am not sure of this. I would think, say, half.
Senator WiLLTms. Do you think he would have to keep at least half of

it In order for It to be a real Incentive?
Mr. ROHARDSON. That is certainly my reaction to the issue.
Now, perhaps, the 50 percent is no figure with any magic in it, it

has no magic in it. But I just think myself there has to be a real in-
centive, and I am wondering if this chart, and this plan, has the
incentive that we need.

In the last column, if you have a man earning $5,000, and his boss.
wants to promote him $1,000, he had better spit in the eye of the
boss and get a demotion because if he gets a promotion he loses $5.

I am just as anxious as you are to get this corrected, but we do
not correct it unless we face up to the realities of the problem. That
is the point that I am trying to make.

Secretary RICHARDSON. I think you have performed, as I said
earlier, a valuable service in calling attention to these problems and
the interrelationship among these programs. But I do think a couple.
of things need to be emphasized. One is that where money income
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from wages is concerned, we have provided for a 50-percent rate
of retention up to the poverty line in the case of a male-headed
family.

Now the problem, of course, is that if you were to try to add in
also other benefits in kind, food stamps, housing, medical care, and
so on and apply a similar 50-percent retention rate to all of these
benefits, too, you would develop an extremely expensive program.

We have calculated, for example, that with a 35-percent reduction
rate a applied to cash family assistance benefits, you would be produc-
ing a break-even point of somewhere above $5,000. This would add
on the order of three and a half to four billion dollars in additional
costs.

Senator WILIJAMS. Well, perhaps, you had not taken that into
consideration when you were testifying at your confirmation and
recommended a half.

Secretary RICHARDSON. Senator, I was addressing myself to cash
income at that time.

Senator WLIAmS. I see.
Secretary IRICHARDSON, Because I think there are distinctions which

apply as between cash income and these other in-kind benefits that
have been identified on the chart.

In the first place, although Arizona does not have medicaid, medic-
aid-in the States where it does apply-pays doctors and hos-
pitals for medical care. It does not provide cash to the family and
is not considered by a family ordinarily to be part of their income.

The problem has been that most poor families have done without
medical care except where it has been paid for publicly. There is not
really, then, a direct relationship between the cost of medical care
paid to vendors and a sense of incentive on the part of the individual
and the family, which is true of his cash income.

The same is true of food stamps. People do not think of food stamps
as worth dollar for dollar the money that they get in their paycheck.

I would stand on the proposition that from the point of view of
retaining a share of money wages, 50 percent is an appropriate share.
It woul{ improve the incentives in this program overall to be able to
apply an aggregate 50-percent retention rate. But the problem in doing
that, as well for all these other programs, is that it becomes exceedingly
expensive.

The CHAIRMAN. Now, Mr. Secretary-
Secretary RicmmmwsoN. Lest I confuse the record, let me state that

the figure I used of a $5,000 break-even level, with a 85-percent reduce.
tion rate costing $3 to $4 billion, applies only to family assistance
benefits. What 1 have here is a chart with a tabulation that shows a
reduction of the retention rate as applied to money income, which
you might adopt in order to offset the problem that Senator Williams
has identified, and thus increase the incentive.

For example, if you dropped the rate on money income from 50
percent to percent, thus, in effect, steepening the incentive line for
the family, the break-even point--that is, the point at which there was
no further Government supplement of family income--would be $6,050,
and this would add $6 or $7 billion to the aggregate costs of the
program, and it would add 8,200,000 families to the program.
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It is inevitable, therefore, within the limitation of reasonable cost,
that there be some compromise between incentives and the numbers
of families covered, and therefore costs. It is a question of judgment
where you strike this balance.

I do think that the committee now has, as a result of these questions
that Senator Williams has raised and the charts you have, a very
clear layout of what the nature of the problem is.

The CHAnuMAN. Well, Mr. Secretary, it seems to me that funda-
mental to your problem here is the fact that you are paying $238 a
month-and that is leaving out public housilig-under those charts
to an able-bodied female for doing zero. In other words, if she doesnot do anything, does not slap a fly in her own house, why, she gets
$238 a month. So from that point forward your incentives all break
down.

It seems to me as though if you start out by separating those who
can work and can be expected to, to do something for themselves, and
provide them with a benefit based on work, then your incentives become
much more meaningful as you move up your chart.

But when you put that big bonus for doing nothing or for engaging
in a life of crime because after all, they can keep all that, they pay
no taxes on it, and they don't report it, then all your incentives for
working break down.

Secretary RIcHmrsox. This is why, Mr. Chairman, as I emphasized
yesterday, the program needs to be looked at as a whole.

While it does incorporate a degree of incentive in terms of retaining
half of cash income, that incentive is coupled with other measures
that are also designed to encourage people to work and get off the
welfare rolls. These include, as you know, a registration requirement
for work, with the exceptions specified; the availability of trainingto qualify the registered individuals for work or to upgrade the skills
of the working father; the provision of day. care services to take care
of the children of the working mother; an the provision of a penalty
for a registered individual for whom a job is made available and who
refuses to take it.

We really need to look at the combination of these things, the com-
bination of the carrot and the stick, together with the assistance in
finding work, that are all part-of the program.

The CHAIRMAN. Yes. But the point we have been talking about here
since the day you appeared before this committee on this matter, has
been that the incentive is so inadequate that it achieves little or nothing.
When you are talking about the stick part of it if you are going to
let the labor Department handle this program the way they handled
the work incentive program in New York forget the stick. There are
not any of these mothers-virtually none is an appropriate case to be
referred to go to work in New York. So who must work ? Nobody.

Secretary RiOHAmoSN. Well, Mr. Chairman, one brief point on the
Now York WIN program. I think it should be pointed out that there
the female head of tlio family does not even get to the Labor Depart-
ment to take advantage of its efforts to help her find a job unless she
is referred by the New York Welfare Department. Under family
assistance she would be required to register if she had no preschool
children in the home.
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But, secondly, I would submit to the committee that we have a
problem to be solved, which embraces: (1) the inadequacies and in-
equities of the existing system; (2) the proposition that it is desirable
to assist and to encourage able-bodied individuals on welfare to
work; (3) the idea that it is desirable in order to do this to provide
training, day care and other related services; (4) the fact that we
want to accom lish these things within reasonable limits of costs.

Now, given t&oso ingredients, the question then is what do you do ?
What I tried to emphasize throughout my testimony is that the plan
that is before your committee represents a conscious, conscientious
effort to solve these problems.

We are here to participate with and to assist this committee in
coming up with if it can, a better solution. The ingredients of the
problem are real; they are out there; they are not made up by this
administration. We cannot manufacture the money to pay for a pro-
gram that would have a substantially steeper work incentive built in.

The question is, then, given limitations on what is reasonable to
add to the existing costs of public welfare, given the problems in-
herent in the situations of the families to be assisted, given the other
problems that we have to factor into the ultimate solution, how best
can we do it. And what we have before you, as I said, is our own best
effort. It includes our best efforts to cope with the problems in related
in-kind programs, which were identified in the hearings beginning
April 29 as a result of the charts which Senator Williams had asked
us to prepare.

You cannot solve these problems without dealing with those related
programs. While it is true, as Senator Williams said, that the bill
before you is a welfare bill, that fact in itself is no reason why the
committee should wait until it also has, or can acquire, jurisdiction
over bills affecting agriculture and housing as well.

We in the administration will push to get the necessary amendments
in these other programs, and to the extent it can be done administra-
tively, as in the case of food stamps, we will do it administratively.

The question is then how best to reform the welfare system. We
have given you our best response to that problem. If the'committee
can, in its wisdom, come up with improvements in this or a better
solution we would be the first, one, to cooperate and, two, to applaud.

Senator WILLAmS. Mr. Secretary, it has been my position that you
cannot correct a problem until you recognize it, andy would like to
get on with the charts. I think once we understand the problem, we all
have the same objectives and, perhaps, we can get together and solve
it. But we cannot do it by just flowery explanations.

Now, as I understand it, in the bill from the House a man with
$8,000, including public housing-and I will ask Mr. Patricelli what
would he get for a $3,000 income under that chart in the House bill
total.*

Mr. PATRIOEmii. $5,079.
Senator WILLIAMS. What would the man get if he increased his

earning capacity to $6,000 under the House bill?
Mr. PAmTORLLI. Under the House bill, $5,671.
Senator WILLIAMIS. That is an increase of $592.

*This chat referred tO by Senator Williams is reproduced as the first chart on p. 1187.
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CHAnT No. 1
BENEFITS POTENTIALLY AVAILABLE TO 4-PERSON FEMALE-HEADED FAMILY IN PHOENIX, ARIZ.

Housing
bonus to

family
Total under

Total August proposed
Total Total net medicaId 1970 Total net

States gross new money payment Total net AFDC money
FAP I supple- money money a to AFDC money HOslr4g and

Earnings benefit meant Income Income foo I family in kind Act14 In kind

$1 600 $60 $2,208 $2,208 $2,898 $2,898 $1,118 $4,01
72-----1,600 68 2,92 2,891 3,31 i 3,371 974 4,345

, ......... 1,460 613 3,073 3:021 3,429 ( 34 945 4,374
2:X0------- . 9 6 3,013 3,509 3,6 3,869 837 4,706
3 000----------460 694 4,154 3 998 4,310 () 4310 711 5,051
4,000 ................... 707 4,707 4, 461 4,749 4,749 573 5,3225°000 ................... 313 5, 313 W 86 $ 144 5' 144 422 5.355

6,000 ............................. 6,000 5,311 5,1! 5,311 250 5.561
7,o0 .............................. 7,000 6,056 6,06 41 :056 ............ 6059

I Family assistance benefe's are $1,600 (of a family of 4 with no other Income, bas,,d on $500 each for the first 2 oersons,
$300 each for succeed 'ng persons. Family assistance benefits are reduceJ 50 percent tt,- earnings, after the Initial disregard
of $720 for work-relat )d expenses, and a single deduction for Federal h, come taxes.

I State supplementary payments are based on current payment levels with a 67-pertLnt reduction rate for earnings,
after the inital disregard of $ 20 and a single deduction for federal income taxes. House passed provisionsof calculatingmafte thent appy (saec. 45). State supplementary grants in New York and Chicago are based on States reported general
maximum rent allotme I

a The housing bonus is calculated on the basis of the proposed 1970 Housing Act (S. 3639). That act sets a uniform system
of rents for all subsidized rental housing, Public and private based upon fixed percentages of family income alter $300 Is
deducted from gross Income for each child in excess of 2. On ahe first $3,500, families must pay 20 percent of net income for
renl; on the amount over $3,500, 25 percenL (I t Is assumed that application 6f the 20 to 25 percentrent-income ratio In the
private subsidy program would, In the aggregate, cover project operating cotts. I n the private program, subsidy Is limited
to principal and Interest on the capital cost of the project and the aggregate of all project rents must be sufficient to cover
polectoperating expenses.) The bonus Is the difference between prevailing private rents for housing of modeststandards
nthe 4 cities, basecn the most recent determinations for relocation assistan:e payments, form H U D 6148. In Phoenix, the

local FHA Insuring office's chief underwriter provided prevailing rents for standard housing in blue-collar neighborhoods,
plus utility allowances, since there is no HUD-aided relcaion program.I t was assumed that the required unit sizes were
2-bedroom units for 4-person families. Thoprvate annual gross rents assumed tre as follows: Phoenix, $1,500; Wilmington,
$1,020; Chicago, $1.920; New York City, $ w l a ym s m

A Assumes 2-bedrom unit(includes eubli housing which will be available toonly 6 percent of family assistance families
nationwide) current law food and medicaid, H.R. 16311, amended.

11No medkaid program.

Senator Wnmtms. Under the administration plan over here chart
No. 1, take the same example, the same family, andthat is assuming we
pass the bill as it is and as it is presented, including the housing pro-
visions of this bill as it is and no further action taken, what would the
man earning $3,000 have under this bill?

Mr. PATRICELLI. $5,051, sir.
Senator WLLYAMS. What would he have under this bill if he doubled

his earnings to $6,000?
Mr. PATRIOELLI. $5,561.
Senator WILLIAMS. Or an increase of $510.
Now, over on the right, the third column, the third chart, now this

is, I understand it is, the administration plan, the bill that is now before
us, coupled with the proposals that the administration expects-

Senator B mv'r. This is current law.
Senator WLiAms. Is that current law?
Mr. PATRICELLT. We have here tei full administration proposal

behind it and current law-
SenatorW LLIA MS. I cannot read very well behind it. I think we

know what the current law is, and we all accept the fact that the
current law needs to be changed.

Under the proposal, what would the man with $3,000 have?
Mr. PATRICELLT. $5,051, Senator.
Senator WILLIAMS. $5,051.
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What would the $6,(0 man haveI
Mr. PATRIELLI. $5t61.
Senator B:NNrf. That is unchanged.
Senator WnJI.s. As I understand it then, under the House bill

a mpn doubling his wages from $3,000 to $6 000 would have an expend-
able income including housing, of $592 increase out of the $3,000.
Under the administration bill which is before us, if we accept it as it is,
that would be reduced to $510. Under the proposed plan for next year's
action by Con#.ss, if Congress accepts the administration's recom%
mendation in its entirety as you plan to offer it, which we do not
understand yet but you do, and with the food stamp plan which you
are going to put into effect administratively, that would be $510 out
of the$3,000.

Mr. PAThidRas . May I make one comment, Senator?
Senator WILMAMS. Sir?
Mr. PATmIOELu. May I make one comment?
senator WILLIAMS. Make all the comments you wish because we

want to make it clear.
Mr. PATRICELL. The critical thing is that we are making progress.

When you look at current law in this regard you see the jump between
$3,000 and $6,000 is even less than under any of the proposals. Under
current law, the notch problem is greater than under the partially
adopted administration program. So we are making progress.

Senator WIwutAmS. We recognize that the current law needs chang-
ing. But if I have a bad tire, and I go to a place to change it, and he
has another bad tire but it is a little better than my bad tire, I still
have a bad situation. I want to be sure we are correcting this as we
do it, I am just trying to get the picture.

Let us move on to the next.
Mr. PATRICEL. The committee may find it easier-we had a little

difficulty in comparing all these columns--to see a graphical .epre-
sentation of what we have done. It is a little easier to look at it this

wTahe graphs referred to follow:)
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INCLUDES NET CASH (earnings, FAP, and State sunplements, less taxes),
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INCLUDES NET CASH (earnings. TAP, State supplements, less taxes),
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Mr. PAT=IIELLI. The lines show current law, House bill, and the ad-
ministration's latest revision, and, as this shows, what we have done
is to take out this area of notch or work disincentive, by drawing a
line in a constantly increasing curve. As the Secretary has said before,
the consequence of taking oIt the notch is to somewhat flatten the
total pitch, and that is the choice that has to be made-wheher you
prefer a higher work incentive along some portion of the curve but
a real notch somewhere, or a steadily but slightly less upward climb-
ing curve.

Senator WTLiAms. I am not claiming that the administration bill
does not eliminate some of the notches, but I am just trying to get
the statistical results. The average welfare recipient is not interested
in notches and charts. He is interested in what he has to spend, and
that is what we are trying to get the answer on.

Secretary RiGHAWso.. Senator, may I just interject one point re-
garding what the recipient has to spend. If we had another column
on the chart-the chart underneath, chart 9, which reflects all the
administration recommendations-and if we were to stop with the
column headed "Proposed schedule of food stamp bonus," and add
the food stamps to the cash income without considering any medical
insurance bonus or public housing, you would then have rather a good
income picture.

For example, at the $3,000 income line, the family's aggregate in-
come is $4,025, and at the $6,000 line it is $5,311, which is a fairly
substantial range and considerably more than it looks like in th'e
right-hand column.

(The chart referred to follows:)

BENEFITS POTENTIALLY AVAILABLE TO 4-PERSON FEMALE-HEADED FAMILY IN PHOENIX, ARIZ.-ADMINIS.
TRATION'S JUNE REVISIONS

Housing
bonus to

family
Federal under

Total State, and Total net proposed Total net
State gross social Total net Total net money, 110 money,

FAP supple- money, security money, mofne and in Houslng and n
Earnings benefit ment Income taxes Income kind Actf kind

0--.......-$1,600 $0 $2.2W..........$208 854 324 $1,118 $4,442
120...... ..... 1,600 608 2 .8 $7" 91 3,08 ,742 974 4,716

...$1. --.. -... 1,460 613 3:073 2 3,021 3,392 3,815 945 4,760
$2,000- ......... 960 653 3,613 104 3,509 3,708 4,077 837 4,914
$3,000- ......... 460 694 4,154 156 3,998 4,025 4,340 711 5,051

,000 -...-.. ............ 707 4,707 246 4,461 4,461 4,689 573 5,262
1.000 ..................... 313 5,313 457 5, 4,856 4.933 422 5,3,5
O.0------------------------6,000 689 5311 5,311 51311 5 ,6

7.... : 000 944 6,056 6,056 ,056 .......... 6, 05
i ~ ~ ~~~ 000 ................. ::..... ... 7:~ .n 5m :n 20 s

'Assumes 2-bedroom unit; Includes public housing which will be available to only 6 percent of family assistance
amiliss nationwide.

Senator WILLIA31S. I admit that you could take hypothetical ifs,
and if the moon were made out of cheese we could give them free
cheese. But these are your charts, and that is what we are talking
about.

Secretary Rzonrmusoz. I do not think it is as unrealistic as sup-
posing that the moon is made out of cheese to point out that, one,
it is the exceptional family which has a housing bonus at all and,
two, that families do not tend to regard medical care that is paid for
them in a hospital as part of their income. So that from the point
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of view of cash incentives, the figures I just gave could well be said
to be more realistic than the right hand column.

Senator WiLmIAs. Well, there is no question about cash money.
The CHAIMAN. Are there any further questions the Senators care

to ask about these charts?
Senator FULiRmoHT. What is the significance of always having the

female-headed family? Why don't you have the male-headed family?
Senator WirLuints. I do not know. This is the way they were pre-

sented first, and if it would make any difference-
Senator FULBRBIOIT. Are more of them female headed than male

on reliefI
Senator Cuwrs. I think I can answer that. The present program is

primarily AFDC. It used to be called ADO, and it originated for a
mother and her children as a unit and that is where this originated,
I believe.

Senator FULIMRT. Well, statistically are there more of them with
female than male that enjoy these programs I

Secretary RmcHARDSON. Senator, in most States today, including
Arizona, there are no income maintenance benefits available to a
family headed by a male-certainly not full-time working male,
whatever his earnings may be. The administration program would
provide only the basic family assistance plan benefit, up to $1,600 for
a family of four for male-headed families, and would not require
the State to supplement these payments where the head of the family
is working full time.

The set of problems that most sharply exhibits the work incentive
questions that Senator Williams has raised is better illustrated by
the ease of the family that is entitled to welfare benefits under exist-
ing State law, and that would therefore also probably have income
supplementation above the basic family assistance benefit.

Mr. PATMICELLI. If this would be the appropriate time, we have a
chart which shows what happens to male-headed families under these
proposals.*Senator HA\sEN. Mr. Chairman, if it would not be inappropriate,
I would just like to make this observation. The Secretary has done
an extremely good job, I think, in portraying the end results that will
come about under present law, that would come about under the
House-passed bill, that could be achieved if all of the recommendations
that now have been made and others which may be contemplated by
the administration were to be put into effect.

In response to the question as to the incentive that is provided, and
comparing the actual rise in cash earnings with the rather small residue
that is left with the application of this, I have forgotten the words
that the Secretary useds the income tax or the tax that would apply
which, I think, roughly in the case of the example cited by the Senator
from Delaware, was one in four. I think of a $6,000 rise in income, only
$1,500 was kept; the Secretary made the observation, as I recall, that
a greater incentive could have been put into effect and could have been
spelled out by administration proposals, but one of the reasons why
that was not done was that it would be much more costly.

*Tables 17-28 aDp. D, p. 1234ff. show combined benefits under selected income-tested
programs for male-headed families In 4 cities, using (1) current law, (2) Administration's
June Hevlsions of Family Assistance, and (3) Amended Family Assistance and housing with
current law food and Medicaid programs.
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I simply want to observe that this program is a far more costly
program than the program we have now. It contemplates an additional
expenditure of some $4 billion or more in excess over present law.

It contemplates bringing into the welfare rolls 14 million additional
more people over the 10 million we now have, so it seems to me that
it really is not demanding too much to express the hope that we might
have a little better end result achieved than seemingly has been
accomplished by these proposals, because we are not talking about some
minor changes but what, at least in the minds of some people, are
very major changes.

They contemplate more than doubling the rolls. They contemplate
by 1976 we will have in excess of 28 million people on welfare, and it
contemplates an expenditure of sums of money far in excess of those
we now have before us; is this not right?

The CHAIRMAN. So far as I know, I think it is.
But one thing that is very important that is not shown by these

charts. Before we conclude our analysis of this matter, we should know
what happens if papa comes home. Of course,- let us face it, most of
these families here do have a male somewhere working or not as
the case may be, who is the father of those children. At present, if
papa comes home the family goes off welfare because there is an
able-bodied person who is the head of that family capable of working
for a living. In many instances, in most instances, he is working now
and simply not claiming those children, and the argument is well
he benefits his family because he does not admit he is the father oi
these children nor that he is available to work.

But now, before we are through with this, we ought to show what
happens if the father comes back and admits that he is a father
available to help.

Senator WILLIAMS. In order to get to that,-
Mr. PATRICELLI. We can show that graphically.
The CHAIRMAN. And that may well, I would think that would, help

strengthen your case for this bill.
Senator WLAxss. I would suggest that we have had a low-income

State and the States that we compared before were Arizona, Delaware,
and then we had Chicago, and New York. I am going to suggest that
we take Now York next, which is a high-income State, and then maybe
we can understand them better.

Before you leave this, I am going to ask, Mr. Chairman, that there
be put in the record at this time the analysis of the House bill as it
was presented to the committee in April appearing on page 372 of
the committee hearings (Insert A),-the analysis of the House bill as
it is presented to us today (Insert B), which is the second chart here,
the analysis of the administration's revised bill, which would be the
chart to the left here (Insert C), and then include the chart over
on the right which would be the analysis of what the administration
would hope to accomplish with the enactment of this bill, plus the
enactment of two or three other sug estions at the next session of
the Congress (Insert D), and all of those related to Phoenix, Ariz.,
appear at this point in the record consecutively, and I won't go into it
now because I am sure that they will be explained. But there is some
variation in the analysis of the House bill in the two different States.

(The documents follow in the order requested by Senator
Williams:)
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[Excerpts from page 372 of the May 1. 1970 Committce hearings referred to by Senator William)l

TAS.E l.-COMBINED BENEFITS AND REDUCTION RATES UNDER SELECTED INCOME-TESTED PROGRAMS, FOR A 4-PERSON, FEMALE-HEADED FAMILY IN PHOENIX. ARIZ.

Average
Food stamp medical ven- Total income: Cumulative

bonus or sur- dor payment money and marginal re-
State Total money Federal State income Social plus com- per AFDC Public hous- in-kind from duction rate

Eaeniapg FAP benefit supplement 2 income income tax3 taxi securitytaxb modify value8 family? ingbonusI all sources (percent)

0 .......................... $1,600 $404
$720 --------------------- 1,600 404
$1,000 ..................... 1,460 357
$2,000 .................... 960 190
$3,000 ..................... 460 23
$3.140 <State break-even) .... 390 ...........
$3,920 (FAP break-even ..................................
$4,000 .....................................
$250 ..... .... ......................

$2,004 .....-.................................
2.724 ........................... $37
2,817 ....................------- 52
3,150 . ....... .................... 104
3,483 ............................ 15
3,530 ............................ 163
3,920 $17 .............. 204
4,000 28 .............. 208
5,250 212 $18 273

$441 (7) $1,176
441 .............. 1,176
441 .............. 1,176
441 .............. 1.104
441 .............. 1,032
441 .............. 1,032
.... .... .... .... .... ... 948

...... .... ............... -936

.°....... ........ ...... ...... ............

IA woman with 3 minor children where State pays $Z004 to a family with no other income.
2 Calculated according to the f4anay assistance State supplementary formula, but assuming exercise

of secretarial discretion to hold reduction rate to 67 percent, as authorized in sec. 452(bX)2).
3 Federal income tax calculated on the basis of the tax provisions in effect in 1972, assuming no

surcharge.
4 Current State tax schedule.
5 Social security tax of 52 percent will be in effect Jan. 1, 1971.
6 Arizona has no food stamp program, but has a surplus commodity program with an income eligi-

bility ceilingof $3,072for a family of 4 with no earnings and $3,552 for a similar family with earnings.
Not all eligible families participate in the commodities program. Such families' benefits and cumu-
lative reduction rates would be lower.

Arizona has no title XIX program.
Public housing botius is the public housing agency estimate of comparable private marketrental

($1,680 yearly) minus amount of public housing rent paid, Calculated for 3-bedroom unit from data
supplied by local housing authority, including any allowable deductions for employment costs and
payroll deductions, but not including deductions.or day-care costs health-related expenses, earnings
of minots, or any other deductions allowed. Maximum admission mit is$4,200 accountable income;
for continued occupancy $5,250. These figures should be used with caution since the great share of
AFDC recipients do not live in public housing, and hence would neither receive subsidized housing
or facethe high cumutative reduction rate. Precise figures unavailable for Phoenix, Ariz., of number
of AFDC recipients living in public housing.

$3,621
4,304
4,382
4,591
4,800
4,840
4,647
4,700
4,747

72
79
79
71

125
34
96
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INSERT B

Bdedted IncomeTsted Programs for o 4-Pvon
Female".Headed Family in

PHOENIX, AR IZ.
, l MM ENpfi54l ( 't otfl Ty E rAII V

$ufftMINl hCE A A hAS us E)fa i

608

61S

694
707

028
,07;

AIR4,7O7

4000
7,000

ooo

28
112
396
516
676

28
41
64
89

# S7
S2

104
156
20
-260
S12
S64
416

'441
44'
44'
441
441
441
441

NO
MVJCJD
P904M

m ek aw'r rae
ONE:nl ~i5I~h

" 0l ,LSOC

1,078
916
884
762
640
516
So0

0
160

*,07i
4,248
4,946
4,712

W,4E b14

4216
6019

#iev
'Based on current S'ate payment levels and practices for a female-headed AFDC family of 4 wih H ruse-passed pro-

visions of sec. 452, and no deduction for Federal income taxes: Arizona-2,208 maximum for a family with no other
i~ncme (69 percent of need standard of $,1392). Delaware--$,788 maximum for a family with no other income (need
standar of 2832). Payment Is defct or legiative maximum, whichever is less. Illinois-,156 (100 percent of need
standard) for a family with no other income, The payment is adjusted to include rent as paid to a public housing authority
in Chicago ($70 a month) for a typical unit. New York-$3 756 (100 percent of need standard) for a family with no other
income. The payment Is adjusted to include rent as paid o a public housing authority In New York City ($90 a month)
for a typical unit,

Federal Income tax calculated on the basis of the lax provisions in effect in 1972, assuming no surcharge.
I Current State schedule.
'Social security tax of 5.2 percent of Income up to 19,000 which will be in effect Jan. 1, 1971.
* Arizona, Delaware, and New York City have surplus commodity programs. IndependinUylof family assistance. New

York City will Institut a food stamp program in the fall of 1970. Food stamp bonus in Illinois is the difference between the
value of the coupon allotment and the purchase price of the coupons; based on current food stamp schedules, with manda-torl ,yrolladeduction subtrcted from gross Income In determinin purchase Vice and eli iblty.

rizona has no Title XIX program. Amounts shown for Delaware, Illinois, and New York Include Federal
and State portions of Medicaid.

I Phoenix, Ariz.-Public housing bonus Is the HUD estimate of comparable relocation rental ($1,500 yearly) minus
amount of public housing rent paid. Cakulated for 2-bedroom unit. Precise figures unavailable for proportion of AFDC
recipients In Phoenix living in public housing. Wilmington, Del.-Publi housing bonus Is the HUD estimate of comparable
roton rental ($1,020?yearly) minus amountof public housing tent paid. Calculated for 2-bedroom unit. Only 29 percent
of AFDC recipients In Wilminglor, live In public housing. Chicqao, I:.-Public housing bonus is the HUD estimate of Com-
parable relocation rental ($1,020 yearly) minus general maximum rent allotment of public assistance ($90 monthly).

alculated for 2-bedroom unit. Approximately 18 percent of all AFDC reciients In Chicago live In public housing. New
York, N.Y.-Public housing bonus is the HUD estimate of comparable re location rental ($1680 yearly) minus general
maximum rent allotment of public assistance ($105 monthly). Calculated for 2-bedroom unit, Approximately 8 percent
of all AFDC recipients in New York City live in public housing.

Note: No average Medicaid payment per AFDC family, Arizona has no title XIX program. Amounts shown for Delaware.
Illinois, and New York include Federal and State portions of Medicaid.

1460
Q60
460

APv~r

*0
120

1,0002000
30M
4000
5,000
4000
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H.R. 16311-AMENDED

BENEFITS POTENTIALLY AVAILABLE TO 4-PERSON FEMALE-HEADED FAMILIES IN PHOENIX, ARIZ.

Housing
Federal. State, Current Total average bonus to

Total gross and social schedule, Total net medicaid Total net family under Total net
State money security Net cash food stamp cash and payment to money and proposed 1970 money andEarnings FAP benefitI supplement2 income taxes income bonus4  food AFDCfamily' in kind HousingActd7 in kind

$0 ......................... $1,600 $608 $2,208 .............. $2,208 $690 $2,898 (1) $2,898 $1,118 $4,016
$720 ....................... 1,600 608 2,928 $37 2,891 480 3,371 .............. 3,371 974 4,345
$1,000 ..................... 1,460 613 3.073 52 3.021 408 3,429 .............. 3,429 945 4,374$2000 ..................... 960 653 3.613 104 3,509 360 3,869 .............. 3,869 837 4,706
$3,000 .................... 460 694 4,154 156 3,998 31Z 4,310 .............. 4,310 711 5,021
$4.000 ............................ . 707 4,707 246 4.461 288 4,749 .............. 4,749 573 5,322
$5.000 .............--------- ......... .'313 5,313 457 4.856 288 5,144 .............. 5,144 422 5,566
$6,000 ................................................. 6.000 689 5,311 .............. 5,311 .............. 5,311 250 5,561
$7,00 ................................................ 7.000 944 6.056 .............. 6,056 .............. 6,056 .............. 6,056

I Family assistance beneffits are $1,600 for a family of 4 with no other income, based on $500 each
for the 1st Z persons, $300 each for succeeding persons. Family assistance benefits are reduced 50
pementfor earnings, after the initial disregard of $720for work-related expenses, and a single deduc-
tion for Federal income taxes.

2 State supplementary payments are based on current payment levels with a 67-pe.rcent reduction
rate for earnings, afterthe initial disregard of $720 and a single deduction for Federal income taxes.
House-passed provisions of calcuLating State payments apply (sec. 452). State supplementary grants
in Noew York and Chicago are based on State's reported general maximum rent allotment.

a Federal Incometaxes computed on the schedule effective In 1972. assuming no surcharge. State
taxes are computed on currentState schedules. Social security taxes reflect the increase from 4.8
to 5.2 percent of earnings up to $9,000 which will be effective January 1971.

'Food assistance is based on present estimates that the food-stamp program will replace the
surpluscommodity program in virtually all areas within the Ist year of operation of family assistance.
(New York City will commence a food-stamp program in the fall of 1970.) Food-stamp bonus is the
difference between the coupon allotment and the purchase price, using the current food-stamp
schedule.

A Medicaid benefit shown is the total (Federal and State) average benefit for AFDC families in State.
Individual families may receive higher or lower value depending on medical needs. State eligibility
standards apply.

The housing bonus is calculated on the basis of the proposed 1970 Housing Act(S. 3639). That
act sets a uniform system of rents for all subsidized rental housing, public and private, based upon

fixed percentages of family income after $300 is deducted from gross income for each child in excess
of 2. On the 1st $3,500, families must pay 20 percent of net income for rent: on the amount over
$3,500.25 percent. (It is assumed that application of the 20-25-percent rent-incme ratio in the private
subsidy program would. in the aggregate. cover project operating costs. In the private program subsidy
is limited to principal and interest on the capital cost of the project and the aggregate of all project
rents must be sufficient to cover project operating expenses.) The bonus is the difference between
prevailing private rents for housing of modest standards in the 4 cities, based on the most recent
determinations for relocation assistance payments, form HUD 6148. In Phoenix, the local FHA in-
suring office's chief underwriter provided prevailing rents for standard housing in blue-collar neigh-
borhoods, plus utility allowances, since there is no HUD-aided relocation program. It was assumed
that the required unit sizes were Z-bedroom units for 4-person families. The private annual gross
rents assumed are as follows:

2 bedrooms
Phoenix .............................. ........ .............. $1,500
Wilmington ---------------------------------------------- --- -. ... 1,020
Chicago_ .-..................... . ..-------------------- 1,920
New York City. ..............................--------------------- - 1.,680

1 Assumes 2-bedroom unit; includes public housing which will be available to only 6 percent of
family assistance families nationwide.

I No medicaid program.
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ASSUMING CONGRESS WOULD ENACT CERTAIN RECOMMENDATIONS IN THE NEXT SESSION OF CONGRESS

BENEFITS POTENTIALLY AVAILABLE TO 4-PERSON FEMALE-HEADED FAMILY IN PHOENIX, ARIZ.

Housing bonus toFederal State and family under
State Total gross Social Security Proposed schedule Medical insurance Total net money proposed 1970 Total net moneyEarnings FAP benefit' I upplement2 income taxes ' foodstmp bonus' bonus a and in-kind Housing Act 6 and in-kind

$0................. $1,60 $6 $2,208 .-------- ------- - $646 $70 $3324 $1,118 $4,442$720 ............... I, 600 608 2,928 $37 417 434 3,742 974 4,716$1.000 ------------- - 1460 613 3,073 52 371 423 3.815 945 4.76032.000 ------------- 96G 653 3,613 104 199 369 4, 077 837 4,91433,000 ............ 460 694 4,154 156 27 315 4,340 711 5,051
$4.0007 ............................... 707 4,707 246" ................ 28 4,689 573 5,26235,000------------------3..,1 4.7-. 77 4.933 422 5,3556,000-................ --..... . ............ . 6,000 689----------------------------------..5,311 20 5,561$7,000---------------------------....... 7,000 94. ................. 6,056-------------------- 6,056

fI Fami assistance benefits are $1,600 for a family of 4 with no other income, based on $500 each
for the first 2 persons, $300 each for succeeding persons. Family assistance benefits are reduced
5 percent-for earnings, after the initial disregard of $720 for work-related expenses, and a single
deduction for Federal income taxes.

SSUate supplemen.tary payments are based on current payment levels with a 67-percent reduction
rate for earnings, after the initial disregard of $720 and a single deduction for Federal income taxes ,
Hous& Passed provisions of calculatintState payments apply (sec.452). State supplementary grants
in New York and Chicago are-based on States reported general maximm rent allotment.

3'Federal income taxes computed on the schedule effective in 1972 assuming no surcharge. State
taxes are computed on current State schedules. Social security taxes reflect the increase from 4.8
to 52 percent of earnin uptU,$9,000 which W.;f be effective Januar",,M1.
4 Foo assistance is s. on ,present estimates that the food =fmp program will replace the

surpluscommodity program in virtually tll areas withinthe first yearof opeartion of family assistance.
(New York City willcommence afood stamp pro ram in the fall of I9.) Food stamp bonus is the
difference between the coupon allotment ($127) and the purchase price (31.8 percent of gross
income less $240).

'The assumption here is that'the family, health insurance program would replace the present
medica"d program for famlies with a hlth insurance policy having a $500 premium value. Thispolicy value incudes no supplementation which the States might wish to make. Medical insurance
bonus isthe difference betweenontributions and the illustrative premium value of $500. The follow-
ing glustrativo.cntrbution schedule is assumed: 0 percent of gross income to $1,600; 5 percent of
that amount of cross Income between $1 600 and $3,000; 10 percent from $3,000 to $4,500, and 25.
percent of gross income fram$4,500 to $5,620. Full participation is assumed.

o The housing bonus is calculated on the basis of the proposed 1970 Housing Act (S. 3639). That
act sets a uniform system of rents for all subsidized rental housing, public and private, based uponfixed percentages of family income after $300 is deducted from gross income for each child in excess
of Z. On the first,500, families must pay 20 percent of net income for rent; on the amount over$300. 25 percent (It is assumed that application of the 20 to 25 percent rent-income ratio in theprivate subsidyproram would, in'the aggreg z! cover project operating costs. In the private pro-gram subsidy limited to principal and interea on the capital cost of the project and theaggregateof all projecrentsmustbe sufficient tocover projectoperaftng expenses.) The bonusisthedifference
betweetpreaif private rents for housing of modeststandards In the 4 cities, based on the most
recent determination for relocation assistance payments. Form HUD 6148. In Phoenix, the local
FHA insingflcescsref underwriter provided prevailing:rents for standard housing in blue-collar
neighborhood. plus utility allowances, since there is no HUD-aided relocation program. It was
assumed thatthenquired unit sizes were 2-bedroom units for 4 person families. The private annual
gross rents assumed are as follows:

2 bedrooms
Phoenix ....................................................... ........ $1, 500Wilmington ................................................................. 1. 020
Chicgo ................................................. .920NewYorkCity ........................................ .............. . ." '1,680

Note: Includcs public housing which will be available to only 6 percent of family assistance fami-lies nationwide.
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Senator WILLIAMs. Let us move on to New York next, if it is all right
with the committee, because I think in a high-income State we can get
a better understanding of this problem. Once we understand it, I
think maybe we can get together with the administration, and, l)erhaps,
work out a solution.

Could we have New York niext.?
Senator BYRD. Mr. Chairman, could I ask a question for clarification?
The CHAInRMAX. Yes.
Senator BYRD. If the committee were to approve the bill as

originally-as it is before it now, as originally-submitted, as it came
from the House, the chart on the left. would apply; is that correct.?

Mr. PATRTCELL. Assuming the administration will not do what it
has the administrative authority to do.

Senator BYRD. That is right. As it came from the House, the chart
oi the left would apply.

Mr. PATRICELLI. The House chart is this chart, Senator. This is the
version that you now have before you.

Senator BYRD. The version, if we adopt the version, now before us,
the chart, on the left would apply.

Mr. PATRICELJTI. With the exception, of course, thnt we have
medicaid and health insurance proposals coming and that, once again,
the stamp schedule will 1)e changed.

Senator BYRD. Now, if you adopt the administration's revised pro-
gram, the chart on the right would apply; is that correct?

.Mr. PATRICELLI. The full set of administration proposals is re-
flected on this chart.

Senator WILLIAMS. Which are expected to be submitted to the
Congress next session.

Mr. PATRICF.LMJ All of those are before you now with the excep-
tion of the health insurance proposals.

Senator BYRD. Correct.
Am I correct in this, uider the proposal on the left, the chart on the

left, a person with zero income would have an income in cash and
in-kind of $4,016, whereas the chart on the right, a person with zero
income would have a net income of cash and in-kind of $4,442, which
would be $400 more, roughly.

Then if you take the chart on the left and go to the $6,000 category,
a person earning $6,000 would then have an income of $5,561 or
roughly $1,500 more than a person who does no work.

If you go to the chart on the right, the differential then between
the person earning $6,000 and one earning zero, the differential then
drops to $1,100; is that correct?

'Ir. PATRLCEL. That is correct, Senator. While the notch once
again is removed, the differential, which is shown by the pitch of the
line, is slightly lessened, and that is the necessary mathematical con-
sequence of removing this work disincentive factor here.

Seiator BYRD. I just wanted to get a clear understanding.
The CHAmRIRAN. Senator Bennett wishes to ask a question.
Senator BENFrnT. Mr. Chairman, these charts really contain 2

kinds of figures.
The first part of the chart contains cash income or income in food

stamps which can be spent as though it were cash, and the last half
of the chart contains contingent benefits. If a man is not sick lie gets
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no benefit, or if no one in the family is sick there is no benefit,, and
if there are no public housing or any rent supplement buildings
available that benefit is not available.

The Secretary pointed that out, and while you are putting in the
record this set of charts, I suggest that you also put in the record a
chart which shows the spendable benefits, which Is the cash income
plus the food stamps only because that is what these people really
think they get,

Secretary R.ICHIuDSOX. W e would be glad to do that, Senator.
I think t.1e point is very helpful.*

Mr. V ENE, Em,,v. Mr. Chairman, I think it is well to point out, too
at this point that in Phoenix, Ariz., a female-headed family of
four at a $6,000 income is off welfare. The variations that occur in
the last column at the $6,000 level are the result of the housing supple-
ment and the increase in tax from social security, Federl and State
income taxes. There is nothing in this bill that would affect a person
in Phoenix, Ariz., with an income at $6,000.

Senator BE ,-, . If we put other of the charts for New York or
other cities into the record, I would suggest that the chart showing
the same spendable income for those situations be included.Senator WILLIAs. Think that would be a good idea, along with
the tax which, of course, can be computed on this.

For example, in Phoenix, Ariz., a $3,000 man has $4,154 total gross
money income; $312 in food stamps, which makes a total of $4,466.

Ie has an income tax of $156, which leaves him $4,310. If he earns$6,000 he has $689 in taxes, which leaves him $5,311, no food stamps,
he has $1,001 out of the cash, you might say, out of the $3,000 extra
he earns.

It would be well to compute those and put them together, but that
is the mathematic result. You can take that from the first chart, and
I would suggest you subtract from that the taxes.

I think it should be noted here, which I do not accept because I
have used the same comparison, the income taxes are projected on a
1972 level. So they are not actually as of today; They are projecting
lower taxes in 1972.

Senator TAUMADOE. Will the Senator yield at that point? You fail
to take into consideration it lie is workinj lie has the necessary expenses
of getting to and from work, which is going to decrease his income
accordingly.

Senator WrIIAMs. That is true. You fail to take into consideration
also if he drops off medicaid he is required either to pay for his health
insurance and buy it, which is a further deduction, or he is caught
without it.

Senator HA-N 9sEN. Would the Senator yield at that point?
Senator WVILLTAS. Yes, sure.
Senator HANSEN. I just wanted to observe if the thrust of this

program, as I have been led to believe, is to encourage people to move
off welfare and into employment so as to become self-supporting,
aren't, we being les than realistic if we encourage the illusion thtit

'The Department subsequently Informed the Committee that tables 1-28. August 6,
1070 (App. D. p. 1214ff. of this volume) have columns showing gross cash Income, caqhIncome net of taxes. cash Income net of taxes and Family Health Insurance contributions
where applicable, and net cash and foed benefits.
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medical care is costless that rent income supplements or housing
supplements of one kinA or another are of no significance?

It seems to no that this would continue the illusion that we are
living in a make-believe world, and if we hope to give people a
realistic approach and understanding of the. l)roblem, I should think
we have got to contemplate for most people-and I hope it will be
true, that most people are not on welfare-I should think we have
got to be realistic. VO have got to recognize that somebody is going to
be paying for medicaid, somebody is going to be paying for medicare,
they are going to be putting their tax dollars into a program that
makes rent income supplements possible, that makes housing, public
housing, possible, so as to incline me to conclude that we must consider
those things.

Senator BP.-.-rrr. Mr. Chairman, they are in the record.
Secretary RICHARDSON. Excuse me.
Senator BN.Enr. I was going to say you have the charts showing

those things which are in the record. -But I think the record would
not be complete without showing the charts of situations where public
housing is not available, whore rent supplement is not available, and
showing the practical situation where medicaid is not used.

Senator WILLIAMS. That would be a good suggestion, and you
could take these same charts and just cut offthe last three coumns and
you will have the answer.

Put the totals in.*
The CHAIRMAN. It is appropriate that that should be the case. But

what they all add up to is this: If that mother goes to work and makes
$3,000 she cannot keep more than $1,000 of it. That is what it adds up
to there, Senator.

Senator CURTIs. In reference to column 3 on all three charts, I find
State supplement, and my question is this:

Is that mandatory and if so, in that amount., or is that colunm an
estimate? Does it represent, an estimate of what you think the States
would do?

Secretary RIHARDSON. It is assumed, Senator, that the States would
continue to SU)plement family income on the same basis as they
do now under AFDC. This is part of the plan under which the Federal
Government would pay 30 percent of the supplement up to the
poverty line for the family.

Senator CulRTIs. Is it mandatory in those amounts for the States?
Secretary RIchARIsON. No; and this is why, of course, we have the

State supplements shown only for female-headed families since under
the proposed plan the Federal Government would not participate in

Iany supplementation for the families that are headed by males,
whether unemployed or not. Now an unemployed father-headed family
is covered in only'23 States.

Senator CURTIS. Is that State supplement necessary in order forpresent beneficiaries not to have to takea cut in their cash?
Secretary RIcHAnDsoN. Yes, it would be.

*The Department subsequently Informed the Committee that tables 1-28. August 0,
1070 (App. D. p. 1214ff, of this volume) have columns showing gross cash income, cash
Income net of taxes. cash Income net of taxes and Family Health insurance contributions
where applicable and net cash and food benefits.
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Senator Cuiris. Does it taper off-I notice you have it growing
less-does it taper out at that point where they would not have to
take a cut?

Secretary RiciARDsoN. I am sorry; what, Senator?
Senator CURTIs. Where they would no longer have to take a cut.
Secretary RICHARDSON. Yes, it would, under the proposal we have

made.
Senator CURTs. For instance, here, this chart on the left, this State

supplement, having no income is $608. If they have $5,000 income
the State supplement is estimated at $318.

Senator BExNEw. It rises, and then there is a notch, you see.
Senator CuRTIs. My question is this: Is that $313 and'the $608, are

they the exact amounts, that are necessary to prevent such i recipient
from taking a reduction upon the enactment of this bill?

Secretary RICHARDSON. Yes, that is correct.
Mr. VEEANJWN, That is the purpose.
Senator NWIHIAfS. Could we have New York?
Secretary RiCHnV.DSoX. Two points, briefly, Mr. Chairman, if I

may: In response to Senator Curtis, I may not have made it clear
that the administration bill would require that a State maintain
its present level of supplementation in order not to reduce the in-
come level of any given family, under the same continuing
circumstances.

I should also like to call Senatov Hansen's attention to pages 12
and 13 of the committee print. which briefly summarizes the general
outline of the approach the administration plans to take in the area
of health insurance under the bill we have promised to submit by
February 15th of next year.

Senator -IA.Ns.N. Pages 12 and 13.
Secretary RICHARDSON. They are self-explanatory. They attempt to

approach the problem you have identified.
Senator CANSEN. Gould I ask, Mr. Secretary, referring to, I guess,

all the charts are now pertaining to New York City, but I note, if I
do not misread it, that the State supplement decreases from a high of
$'2,16 as earnings increase down to $459 when earnings reach th$0,000 lev el. That makes sense to mn.

What does not make sense to me is the situation that pertains in
Phoenix, Ariz., here, if the information on my chart is correct,
State supplements from earnings zero to $720 are at the $608 level;
they increase rather than decrease when earnings reach $1,000, going
to $613; they increase to $653 when earnings are $2,000; they increase
further to $094 as earnings reach $3,000; they increase to $707 when
earnings reach $4,000.

I would invite your observation: Does this make sense to you ?
Secretary RICHARDSON. This, Senator, is the kind of problem we

thought to deal with in'respect to the gap between the States' standards
and the actual level of the payments to a family

What many States have lone, where they actually paid less than
their need standard, was to allow the family to keep in come in between.
The payment level and the need standard, without, any reduction in
assistance payments. If this practice were perpetuated under the bill,
the Federal payment would be reduced because of the family's income
and so the State would fill in the gap. This is the so-called "galloping
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supplement" problem we tried to deal with by requiring, in effect, a
flat State supplement. But this then created a problem for the 300,000
families we were talking about in the beginning, so we said, "'Well,
okay, in those cases we will "grandfather" them in in order to assure
they do not lose benefits." The tables for Phoenix and Wilmington
assume such "grandfathered" recipients.

This, in summary, is the problem. I promised yesterday to submit
for the record a more detailed explanation of this situation, and the
various possible ways of dealing with it, together with the reasons
why we concluded that, on balance the best way would be to grand-
father in the people now on the rolls.'

Senator HANSEN. Well, then, if I could, Mr. Chairman-I do not
mean to monopolize the time-I gather from your testimony this
morning that you would hope to bring about some standardization or
at least in so far as the Federal effort is concerned am I right in that?

Secretary RIcHARDsoN. Yes. We would standardize the Federal
effort in any case, and for families coming on the rolls in the States
in the future, the supplements would also be more standardized than
they are now.

"lhe actual levels would be set by the State, but the particular kind
of problem you pointed out here would disappear in time as new
people come on the rolls, under the new law.

Senator HANSEN. Then I would ask a further question, Mr.
Secretary, and that is: Does the administration recognize a real
difference" in the cost of maintaining a home and supporting four
children in, say, the northern part of Minnesota, New York, or in
a cold State, which Wyoming is occasionally, and assuming the same
obligations in Arizona as you attempt to standardized; in other words,
do you recognize that it iay be more costly to heat a home, and it
may be more costly to clothe a family in some parts of United States
thanm in others?

Secretary RICHARDSON. We do, Senator, through the assumption
that where the cost of living is higher there would be a State supple-
ment. Generally speaking, the cost of living is higher in the mhore
industrialized States, where wage levels are higher and where State
resources are greater. Generally speaking, the degree of State Sti)ple-
mentation tends to reflect these things. In the lowest income States
there would tend to be many more families receiving benefits only at
the Federal minimum level, whereas in New York or Illinois and otlier
industrialized States the State supplement would build on the Federal
floor.

Senator HANSEN. Thank you, Mr. Chairman.
The CHAIMAN. Let us see how this would work out in New York

because really the Arizona program is a small program. The New York
program is one of our big ones. Let us see how this one would work out
in New York.
Senator WILLIAMS. So that we could get it in the same perspective,

I notice that you have the current law up here and the chart I would
like to have is the one that was the House bill, and maybe-well, you
have the House bill this time on the left, and that is all right, and the
administration plans in the middle; is that correct?

Mr. PATRICELLI. Left to right in degrees of modification-House bill,
partially modified House bill, fully modified House bill.
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The CnAIRMMA. There is 10 percent of the whole program right
here in these charts, as I understand it.

Senator WILLIAMS. Now, perhaps you can just go ahead and explain
the House bill, the mathematics of it, and then the changes that the
administration bill would make in it, and the changes that your plans,
including your proposed plans for next year's operation, would make.
I would suggest that you just go ahead and explain it. You are familiar
with it.

Mr. PATRCELLI. The difficulties that the committee has raised in the
April hearings in connection with this chart were that when you
looked at total money income under family assistance, together with
surplus food, commodities, medicaid, and housing, you found each
of these three programs had abrupt terminations of their benefits
when earnings got to a certain point. That produced these notches, or
explicit wor' disincentives, where you had a drop in total cash and
in-kind income of something on the order of $700, and also a virtual
elimination of any incentive when the public housing bonus terminated.

Senator WILLIAM-S. In other words, under the House bill, a man
earning $6,000, and receiving $7,446 if you increased his earnings to
$7,000, it dropped nearly $700 to $6,i49. What does it, do to that same
man under the administration bill?

Mr. PATRICELLT. Well, taking into account., first, the assumption
that-

Senator WIL.M s. The same assumptions except you have got the
modified housing bill which isa part of this bill.

Mr. PATRICELLI. That is correct.
Senator WILLIAMS. But if we adopt it as it is enacted, what would

that same $6,000- and $7,000-a-year man do this timeI
Mr. PATRICELLI. The only change between that chart and this chart

is that the housing amendment is assumed to be in effect, and there
is a steady phasing down of the housing bonus in relation to increas-
ing earnings rather than an abrupt termination, so there would be no
notch when eligibility for the housing program terminates.

You see, there is no notch at the point when the housing program
phases out between $6,200 and $6,700. There is, of course-

Senator WIr.LAs. Perhaps I do not understand my mathematics.
Now, to go back again, the $6,000 a year man under the House bill

had total income of money and in-kind from all sources of $7,446.
Now, if lie earned another $1,000 under the House bill, his total

income was $6,749, a loss in income of $697.
Now, the same case, using the same situation, what is the man's

income, total money and in-kind from all sources under the adminis-
tration bill?

Mr. PATRICE L. In this case lie goes over the range from $6,000,earning $7,500, to roughly $6,200.
Senator IVILLIAMS. Well, no, I do not see any-$7,514. Isn't that

what that figure looks like from here?
Mr. PATrcE LI. $7 514 is the total cash and in-kind benefit includ-

ing public housing, or it family under the partially amenAed ver-
sion of the plan. It does not reflect the administration's proposals
with respect to food and housing programs.

Senator WILIAMS. $7,514.
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Now, if the same man increases his earnings, the same example,
to $7,000, what does that man have. on that chart that you have over
there?

Mr. PATRICELA. $6,209.
Senator WILIIAMS. $6,200, and that, is even less. I)id I understand

you to say you eliminated the notch ?
M[r. PATRICELLI. You have eliminated the notch caused by the house.

ing program.
senator WILLYAMS. It, looks to me like you have doubled it. I do

not know what it. is caused by, but I am speaking about that right-
hand column.M.fr. PA~mCELL-. Senator, the assumptions of this chart. are, fiSt.,

that we will do what we have the administrative authority to do with
regard to the food stamp program, which is taken care of here, and
that this committee will not act on reform of the medicaid program
over which it has jurisdiction.

But our complete proposal, of course eliminates all of the notches.
Senator WILLIAMS. But under this administration plan, as I under-

stand it, in New York if we adopt the bill as it is, intact, no amend-
ments, and laying aside the question of what Congress may or may
not do next year, the family of four, with no income, no work, has
$6,210.

If they go out and work and increase their income to $7,000, they
have $1 less than they would if they did not work at. all; let. us get back
to the administration program.

Secretary RICHARDSON. Senator Williams, I think there is a serious
confusion.

Senator WILLIAMs. Well, is that correct on your chart?
Mr. PATRICELII. Looking at that chart.
Senator WILITAMS. Is that not correct? With no income a family of

four gets $6,210, and if she goes out and increases her income to $7,000
under this same chart expendable total money and in-kind, expendable
income would be $6,209, or $1 less than if she had not gone out to work.

Secretary RICHARDSON. Senator Williams, may I point out that
when you refer to the administration bill, so far as the family assist-
ance l;lftn legislation is concerned, there is no difference between the
bill before you, the administration bill, and the House-passed bill
that would affect the family shown on those charts.
Tie differences from chart to chart are not differences that, result

from any difference in the family assistance plan bill. They are
differences that arise out of changes in other programs, medicid or
public housing or food stftmps. I think it is important to emphasize
that what the administration has proposed in order to deal with the
notch problem is in every case an adjustment of another program, with
time sole exception that we did in Tune t pso to drop Federal
supplementation of coverage of families with unemployed fathers.
But that -was the only change we made in the family assistance plan

itself, as the result of the hearings in April and Ma.
Mr. PATRICLI. There are two reasons that explain why the drop

seems as large as it does because of the assumptions made in these
charts.

First, the ThTouse-l)assd bill still assumes New York retains its
commodity program, whereas the bill we have proposed now assumes
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New York is switching over to food stamps, which it is already plan-
ning to do this fall.

To make the charts perfectly comparable it would have been better
to have made the same assumption as to either stamps or commodities
in both cases.

Now, because the commodities are worth more than the stamps, this
gap is larger than that gap.

Second, as you can see, the public housing schedule in New York
under the current law has this anomalous increase in the public
housing subsidy as earnings go up, a completely illogical result in
any housing program. That, too, accounts for the somewhat greater
gap.

Nevertheless, (lie charts are not comparable, and that figure is
anomalous.

Senator VIILIA\,s. They may not be coinmparable, but they are
your charts, and I cannot say how comparable. But if I may just
forget for the moment the housing proposal, and take your administra-
tion bill as it is, and take the total net money and in-kind that is
your title over there, that is what you pt on it, the man with $6,000
had $6,029, is that correct, not including housing? The man who is
earning $2,000 in that same column has $6,239, or he loses $210 in total
money and in-kind by increasing his earnings from $2,000 to $7,000
when you exclude housing; is that correct, in New York?

Mr. PATRICELMI. That is correct, if you count the medicaid benefit
which goes to medical vendors as part of family income.

Secretary RICHARDSON. That, of course, Senator, is why we recom-
mended that we not continue a flat benefit of $1,153 for that family
without regard to increases in income. In the case of medicaid it is why,
as you see in the righthand chart, we have proposed instead the
medical insurance bonus, which is reflected in that chart, in order to
deal with that very problem.

Senator WILLIAMIS. I agree with you, Mr. Secretary, that to correct
this you are going to have to move over into these other programs.
That was the positionn that most of us in the committee took and the
reason we asked the administration to go back is that there is a question
in the minds of some of us can we correct this by piecemeal legislation
or should we have an all-inclusive package so that we can act on it?
I am just wondering, since we have the mathematical results of your
proposal in medicaid, if you could not submit to this committee the
language to carry out that mathematical result so that we could
consider it all together.

I am not sure that the next Congress would react to make a
correction that this Congress ignores, because when you make that
correction you are taking away from those people some of the benefits
that are under the administration bill. You cannot get away from it.

Senator T,,ADOv,. Will the Senator yield at that point?
Senator WILLTAMS. Yes.
Senator Ta,% Or.,E. If you look at the chart on the extreme right,

food stamps, which is column 6 there, tly propose to terminate food
stamp benefits if the earnings get up to $720. Some members of the
Senate if I know them, would not sit idly by and see the people of
New York deprived of the food stamp benefit if they earned $720 by
working.
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Senator WILLIAMS. That is the point I am making, and that is
the reason why I think we have to be realistic about it, and take
this into consideration.

Mr. PATticELLI. But, as the committee knows, there is counted for
income for food stamp purposes not only earnings but cash welfare,
so, in fact, we are not proposing to terminate food stamps at $720
of income, but rather on the order of $4,200 of income.

Senator TALMADGE. I thought that was the earnings column, on
the left there.

Secretary ]RICIIARDSON. But the point Mr. Patricelli makes is that
food stamp eligibility would be a function of total income.

May I comment briefly, Senator Williams, on the question of the
provisions of the administration's recommendations for a substitute
for medicaid. I explained the best I could the other day why we
could not provide a complete draft of a bill before February. I think
it is important to emphasize once again that the problem before the
committee is the reform of welfare. It is, of couSe, important to
recognize that the reform of welfare alone, without the reform of
medicaid and without the other adjustments that we have been talk-
ing about, will not in itself solve all the problems of Federal partici-
pation in assistance to the poor. But this is not a reason why the
committee should refrain from taking the actions it can take to im-
prove the welfare system, and to do it now in the light of what has
been a very complete record, both in the H-ouse and on this side, and
in the light of the inequities that have been identified.

As Senator Bennett pointed out earlier, medicaid, or whatever
substitute for it we provide, is a means of paying for the health care
of sick people, and in the meanwhile we can do something about
eliminating inequities in cash income benefits of families from day to
day and month to month, including the benefits they would receive
under the food stamp plan, regarding that, in effect, as a supplement
to the income of the families.

From that point of view, and looking at the figures that we will
provide in response to Senator Bennett's request, you get a much
better picture.

It starts out, for the family with no income in New York City,
with a combination of the family assistance plan benefit. the State
supplement, and the food stamp bonus. The total is $4,068. For $720 of
earned income, the total is $4,727. For the family with $1,000 earned
income, $4,805; for $2,000 of earned income, $5,086; for $3,000 of
earned income, $5,367; for $4,000 of earned income, $5,638; for $5,000
of earned income, $5,814; for $6,000, $6,044.

So that you have a relatively smooth progression with a significant
earnings incentive built into it.

Senator WILLIAMS. What would those figures be if you took the
income tax out of it?

Secretary RICHARDSON. They have been taken out. Federal, State,
and social security taxes have been taken out. The only thing I am
doing is to insert another column between the column headed "Current
Schedule Food Stamp Bonus," and the column which is headed
"Medicaid"--or, in the righthand chart, "Medical Insurance Bonus"-
in order to focus attention on the point Senator Bennett brought out,
namely, that families tend to look first at their cash income and the
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cash equivalent of food stamps and not so much at benefits in-kind that
areless tangible.

Senator 'ILLIAMS. That is correct and, of course, it is amazing
what you can do with figures, which is the reason why I always like
to play around with them.

Take the $7,000 a year man on that administration program, lie
has $971 taxes. That leaves him $6,029 of cash under the administra-
tion's revised Ipro gram on this second chart.

Now take the House bill. That same man-well, no, take that same
chart. A $3,000 a year man has $5,235 total cash income, less $156 tax is
$5,079, and when you substract it he has $1,323 net expendable income
as a result of increasing his earnings to $3,000.

Secretary RICHARDSON. Yes, that is correct.
Senator VILIA3is. And if you include public housing, which is an

advantage, and if you figure that when a man goes off of welfare and
loses medicaid he does have to buy his own insurance program or else
take his chances on it-these averages of the cost are the ones that you
will furnish as a result of your experience-you still cannot get away
from the fact, based on that chart, that a man with total net money
and in-kind in New York-not a man, but a female head of the family
of four-has $1 less of total net mono and in-kind expendable income
by earning $7,000 than she would if sie did not earn any thing. If you
leave housing out of it, that same family that earns $2,000 has $6,239,
excluding public housing, and if she increases her earnings to $7,000,
she has a reductioji of $210 in her total net money and in-kind.

Now, that does include medicaid which has to be paid, and these
notches are still there. I do not say that they are not correct notches,
that is to be determined, but these charts speak for themselves now,
and any comment you wish to add further, I believe would be of great
benefit to this committee.

Secretary RICHAIRDSON. There is not anything more I can add now,
Senator, that has not been emphasized at one place or another,
including the point, which I wll restate, that we have submitted
recommendations that would remove all the notches through
appropriate adjustments in other programs.

Senator WILLIAMs. Now, Mr. Secretary, I do not want to contradict
you but, perhaps, I just do not understand those charts. I do not quite
see that we have removed all the notches,

But anyway, I ask that the chart that was furnished to the committee
in April on New York appearing on page 375, which was the April
analysis of the House bill, be printed at this point in the record (Insert
A), along with theanalysis of the House bill tlat was made just yester-
day or the most recent analysis (Insert B), followed by the administra-
tion plan which, if it is adopted is this chart (Insert C), and then also
include. the third chart over hero which would be the plan on the as-
sumption that Congress would enact certain recommendations at the
next session of Congress (Insert D), and I think they would be of help
to all of us.

(The documents follow:)



INSExT A

[Excerpt from Apr. 29, 30. and May 1, 1970, hearings referred to by Senator Williams)

TABLE 4.--COMBINED BENEFITS AND REDUCTION RATES UNDER SELECTED INCOME-TESTED PROGRAMS FOR A 4-PERSON, FEMALE-HEADED FAMILY IN NEW YORK CITY'

Average
Food stamp medical ven- Total income: Cumulative

bonus or sur- dor payment money and marginal re-
State Total.money Federal State income Social pIus com- per AFDC Public hous- in-kind from duction rate

Earakap FAP benefit supplement
2  income income tax

3  tax' security tax' modity value family? ing bonus a all sources (percent)

0 ......................... $1,600 $2,108 $3,708 ................................. . $522 $1.153 $2,052 $7,435 ..............
720 ...................... 1.600 2,108 4.428 ............................ $37 522 1,153 2.052 8,118 5

$1,000 .................... 1,460 2,061 4,521 ............................ 52 522 1,153 2.052 8,196 72
$2,000 -------------------- 960 1,894 4,854 ............................ 104 522 1,153 2.052 8,477 72 ...
$3,000 ................... 460 1,727 5,187 .............. $6 156 522 1.153 2 052 8,752 72 I.

$3,920 (FAP break-ee) ................... 1,574 5,494 $17 21 204 522 1,153 2,052 8,979 75 -.

$4.000 ........................... . 1,520 5,520 28 26 208 522 1,153 2,052 8,985 92
$5,000 -------------------------------- 853 5,853 172 53 260 522 1.153 2,052 9.095 89
$6,000 -------------..------------------- 186 6,186 336 80 312 522 1.153 2.052 9,185 91
$627 (State break-even) ............................... 6.279 386 90 326 ............................ 2,052 7,529 694

I A woman with 3 minor children where State par $3,708 to a family with no other income. The
standard in New York State was adjusted to include the rent as paid to a public housing authority
($101 a month) for a typical unit. Does not reflect increased standards as of May 1, 1970.

'Same astable L,
3 Same stable L
' Same astable L
aSameastable l.
6 New York City has a surplus commodity food ;,*rogram with an eligibility ceiling of AFDC break-

even levels for AFDC recipients or $4.200 for other low-income families of 4.
7 Based on estimates of medical vendor payments, May 1969. Income eligibility coiling is AFDC

break-even for AFDC recipients or $5,300 for medically indigent nonrecipient family of 4.

9 Public housing bonus is the public housing agency estimate of comparable private market rental
($3,264 yearly in city-aided apartments) minus amount of public housing rent paid. Calculated for
3-bodroom unit from data supplied by local housing authority, including any a, owaole deductins
for employmentcosts and payroll deductions, but not indudin& deductionsfor day-care costs. health-
related expenses, earnings of minors, or any other deductions allowed. Maximum admission limit is
$6,900of countable income; for continued occupancy $8,8,. These figures should be used with cau-
tion sincethe great share of AFDC recipients do not live in public, housing, and hence would neither
receive subsidized housing or face the high cumulative reduction rate. Approximately 8 percent of
all AFDC recipients in New York City live in public housing.
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SELECTED INCOriE-TESTED PROGRAMS FOR A 4-PERSON FEMALE-HEADED FAMILY IN NEW YORK, N.Y.

odS SAverage a Current Total income:
Total Federal2 State 3 social 4 Surplus a medicaid public money and

FAP State money income income security commodity payment per housing in kind from
Earnings benefit supplement income tax tax tax Value AFDC family bonus all sources

$................... $1,600 $1,976 $3,576 ............................................ $522 $1.153 $420 $5,671
$720 ................. 1. 600 1,976 4,296 ................................ $37 522 1,153 420 6,354$1,000 ............... 1,460 1,929 4,389 ................................ 52 522 1,153 420 6,432
V3,000 ----- ---------- 960 1,762. 4,722 ................................ 104 522 1,513 420 6,713
$3,000 ............... - 460 1,595 5,055 ................................ 156 522 1,153 420 6,994
$4,-o -......................... . 1,388 53, 38 $1 208 522 1.153 420 7,246$5,000- ...........-.................. 721 5,721 172 28 260 522 1,153 420 7,356
$6 .-........ W ............." . 54 6.054 336 55 312 522 1,153 420 7.446
$7,000 ............................................... 7,000 516 91 364 ................................ 8720 6,749
$8,000 .................................... . 8,000 676 127 416 ................................ 720 7,501
$9.000 ----------------------------------------- 9000 83 170 4 ................................ (o) 7,514

I Based on current State payment levels and practices for a female-headed AFDC family of 4 with,
House-passed provisions of sec. 452, and no deduction for Federal Income taxes: Arizona. $2,208
maxleumof a family with no'other income'(69 percent of need standard of $3,192). Delaware, $1,788
maximumnWl0 family with no otherincome (need standard of $2832). Payment is deficit or legislative
maximum, whlchcverisless. rlinois, $3,15$(00 percent of need standard) for a family with no other
income. The payment is adjusted to include rent as paid to a P:;blic housing authority in Chicago
($70a month>fora typical unit. NewYork,$3,756 (100 percent of noeJ standard)for a family with no
other Income. The. payment isad'e to Include rent as paid to a public housing authority in New
York Cilty(90 month)for a typical unit.

Federal income tax calculated on the basis of the tax provisions in effect in 1972, assuming no

2 Current Stati schedule.
4 Social security tax of 5.2 percent of income up to $9,000 which will be in effect Jan. 1, 1971.
a Arizona. Delaware, and New York City have surplus commodity programs. Independently of

family assistance, New York City will institute a food stamp progam in the fall of 1970. Food stamp
bonus In Illinois Isthe difference between the value, of the coupon allotment and the purchase prile
of the coupons, based on current food stamp scheG;ies, with mandatory payroll deduction subtracted
from gross income in determining purchase price and eligibiity.

6 Arizona has n) title XIX program. Amounts shown for Delaware, I Ilinois, and New York include
Federal and State portions of medicaid.

Phoenix, Arlz.-Public housing bonus is the HUD estimnate of comparable relocation rental (01.500
yearly) minus amount of public housing rent paid. Calculated for 2-bedroom unit Precise figures
unavailable for proportion of AFDC recipients in Phoenix living in putilic housing. Wilmington. Del.--
Public housing bonus is the HUD estimate of comparable relocation rental ($1.020 yearly) minus
amountof publichousing rent paid. Calculated for Z-bedroon unit Only 29 percent of AFDC recipients
in Wilmingfon live In public housing. Chicago, Ill.-PuYi^ hoJing bonus is the HUD estimate of
comparable relocation rental ($1,92 yearly) minus general mnxirnrn rent allotment of public as-
sistance ($90 monthly). Calculated for 2-bedroom unit. Approri-nately 18 percent of a ll AFDC recip-
ients in Chicago live in public housing. Na York. N.Y.-Pu li- housing bonus is the HUD estimate of
comparable relocation rental ($1,680 yearly) minus general maximumn rent a allotment of public as-
sistance($I05 monthly . Calculated for 2-bedroom unit. Approxin3tely 8 percent of all AFDC recipients
in New York City Eve in public housing.

Bonus rises as families move from welfare to nonwelfare rent schedules.
*Above continued occupancy limits, butfamily may be allowed to stay until other housing Is located.
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H.R. 16311-AMENDED

BENEFITS POTENTIALLY AVAILABLE TO 4-PERSON, FEMALE-HEADED FAMILIES IN NEW YORK. N.Y.

Total
gross

FAP State 2 money
benefit supplement incomeEarnings

Federal,State,.3
and social

security taxes

Housing
Total bonusoto

Current' average 3 family under
schedule Tot6. net medicaid Total net proposed Total net

Net cash food stamp cash and paymentto money and 1970 Housing money and
income bonus food AFDO family in-kind Act? in-kind

0 ........................ $1,600 $2,156
7$1 ...................... 1,0 2,156.

$1.ooo ................... 1,460 2.109
$720-------------------- 1,460 219
$3,000 .................... 460 1,775

$4,ooo ........................... 1,57
$6,00 .......... 1....................... , 942

$8,000----- ....... ------................. . -
$7,000 ................................................
$8,000-----------------------------------------

$3,7564,476
4,569
4,902
5,235
5,587
6,016
6,459
7,000
8,000

$37
52

104
156
237
460
703
971

1,219

$3,756 $3124,439 288
4,517 288
4,798 288
5,079 188
5.350 288
5,556 288
5,756 288
6,029 .......------
6,781 ..............

$4,068 $1,1534,727 1,153
4,805 1,153
5,086 1,153
5,367 1,153
5,638 1,153
5,844 1,153
6,044 1,153
6,029 ..............
6,781 -------------

I Family assistance benefits are $1,600 for a family of 4 with no other income, based on $500 each
for the first .2 persons, $300 each for succeeding persons. Family assistance benefits are reduced
50 percent for earnings, after the initial disregard of $720 for work-related expenses, and a single
deduction for Federal income taxes.
s SFe supplementary payments are based on current payment levels with a 67-percent reduction

rate for earnings after the Initial disregard of $720 and a single deduction for Federal income taxes.

House-p3sed provisions of calculating State payments apply (see. 452). State supplementary grants
in New York and Chicago are based on State's reported general maximum rent allotment

2 Federal income taxes computed on the schedule effective in 1972, assuming no surcharge. State

taxes are computed on current State schedules. Social security taxes reflect the increase from 4.8

to 5.2 percent of earnings up to $9,000 which will be effective January 1971.
' Food assistance is based on present esti mates that the food stamp program will replace the surplus

commodityprogram in virtually all areas within the 1st ytear of operation of family assistance. (New

York City will commence food stamp program in the fall of 1970.> Food stamp bonus isthe difference
between the coupon allotment and the purchase price, using the current food stamo schedule.

Medicaid benefit shown is the total (Federal and S te) average benefit for AFDC families in

State. Individual families may receive higher or lower value depending on medical needs. State
eligibility standards apply.

'The housing bonu is calculated on the basis of the proposed 1970 Housing Act (S. 3639). That

act sets a uniform system of rents for all subsidized rental housing, public and private, based upon

fixed percentages of family income after $300 is deducted from gross income for each child in excess
of 2. On the first $3,500, families must pay 20 percent of net income for rent: on the amount over
$3,500,25 percent.(It is assumed thatapplication of the 20-25 percent rent-income ratio in the private
subsidy program would, in the aggregate, cover project operating costs. In the private program subsidy
is limited to principal and interest on the capital cost of the project and the aggregate of all project
rents must be sufficient to cover project operating expenses.) The bonus is the difference between
prevailing private rents for housingof modest standards in the 4 cities, based oln the most recen de-
terminations for relocation assistance payments. Form UD 6148. In Phoenix, t local HA insuring
office's Chief underwriter provided prevailing rents for standard housing in blue-collar neighbor-
hoods, plus utility allowances, since there s no KUD-aided relocaton program. It was assumed that
the required unit sizes were 2-bedroom units for 4-person families. The private annual gross rents
assumed are as follows:

2-bedroom
Phoenix ...............-------------------------- --------------- _---------- $1,500
Wilmington ---------.-------------------------------- -- ---------------- 1.020
Chicago .......................................................---------- .--- 1,920
New York City. ................................................................ 1,680

7 Assumes 2-bedroom unit (includes public housing which will be available to only 6 percent ot
family assistance families nationwide).

$5,2215,880
5.958
6,239
6,520
6,791
6,997
7.197
6.029
6,781

$989811
788
705
621
533
426
315
180

$6,2106,691
6,746
6,944
7,141
7,324
7,423
7,512
6,209
6,781



INs-r D
Assuming Congres would enact certain recommendations in the next sesion of Congres

BENEFITS POTENTIALLY AVAILABLE TO 4-PERSON FEMALE-HEADED FAMILY IN NEW YORK, N.Y.

Housing bonus to
Federal, State, and family underState Total gross money Social Security Proposed schedule Medical insurance Total net money proposed 1970 Total net moneyEarnings FAP benefit I supplement 2  

income taxes ' food-stamp bonus 4 bonus and in kind Housing Act 7 and in kind

$0 ................. $1,600 $2156 $3,756 .................. $154 $3S4 $4,264 $99 $5,253=0 ............. 1.600 2.156 4,476 $37 .................. 282 4,721 811 5.532$1.000 ............. 1460 2,109 4,569 52 .................. 263 4,780 789 5,568$2,000............. 960 1,942 4,902 104 ..................- 180 4,978 705 5,683$3.000 ------------- 460 1,775 5,235 156 .................. 96 5,175 621 5,79618 ................ 1 7 5.587 237 .................. 8 5,358 53 5,891$5000 ................."".";...... 1016 6,016 460 .................. 56... 5,5 426 5,982
$000 .......................... 459 6,459 703 ................................. 5.756 315 6.071.000 ......................... ........................ 7,000 971 .................................... 6,029 180 6.209------------------------------------------------- 8,000 1.219 ................................... 6,781 .................. 6,781

I Familyss sbncebenefitsare $1,600 fora, familyof 4with n other income, based on $500 each forthe W2 persons, $300each for succeeding persons. Familyassistance benefitsare reduced 50 percentfor earnlngsafter tbeinitial disregard of $720 for work.related expenses, and a single deduction forFederal Income taxes3 State supplementay payments are based on current payment levels with a 67-percent reduction.
rate for earnng, after the initial disregard of $720 and a single deduction for Federal income taxesHOUSO-pSed r of calculating State payments apply (sec. 45). State supplementaiy gratsin Now YorkNd,0C c are,,asd on States reported general maximum rent allotmentS.Federal I aome, _ta imputed, on the schedule effective in 1972, assuming no surcharge. Statetaxesare om oa n dn ent State schedules. Social securitytaxes reflect the increase from 4.$to
5 ercent Ol sloSupI lP.oo0 which will be effective Januay.1971.

F stisbai basea on present estimates that the I -stamp program will replace thesurplus commoy In virtually all areas within the Ist year of operation of family assist-ance; (New Yo~k -k wllI commence a food-stamp program it the fall of 1970.) Food stamp bonusIsthe dfferencewe ethe-coupon allotment ($2 and the purchase price (31.8 percentof gross
income les$240).

&The assumption bere is that he family health insurance program would replace the presentm*dicaId'prmg=mfoAmile with a health insurance policy having a $500 premium value. Thispolicy value nc__s_.__ .A.i*...pgatati which the States mightwish to make. Medical insurance
bnus Is the dffeencbetwee contributions and the illustrative premium value of $500. The follow-in iustrativecontiibtionscbeduleis assumed:

0 percent ogros&,iac*'.to,$1,600, 5 percent of that amount of ;ross income between $1,600and =,OO,1p en oOO~o$4,500,and , incoroso me from $4.500 to $5,620.
Full participationis assumed.

'The housing bonus is calculated on the basis of the proposed 1970 Housing Act (S. 3639). Thatact sets a uniform system of rents for all subsidized rental housing, public and private, based uponfixed percentages of family income after $300 is deducted from gross income for each child in excessof 2. On the 1st $3,500, families must pay 20 percent of net income for rent; on the amount over$3,500. 25 percent. (It is assumed that application of the 20-25 percent rent-income ratio in theprivate subsidy program would, in the aggregate, cover project operating costs, In the private pro-gram subsidy is limited to principal and interest on the capital cost of the project and the aggregateof all project rents must be sufficient to cover project operating expenses ) The bonus is the differencebetween prevailin private rents for housing of modest standards in the 4 cities, based On the mostrecent determinations for relocation assistance payments. form HUD 6148 In Phoenx. the IoalFHA insuring offices chief underwriter provided prevaimtgrents for standard housing in blue-collarneighborhoods, plus utility allowances, since there is .no HUO-aided relocation program. It wasassumed that the requrod unit sizes were 2-bedroom unitsfor 4-person families. The private annualgross rents assumed are as follows:
2 bedroomsPhoenix ..... .. ........................ $1500Wilmington ............................................................. I oChicago ............................................. 1,2NewYork City- -......................-- :..-..-.----------------- 1 ,90

1,680
7Assumes 2-bedroom unit: includes public housing which will be available to only 6 percent offamily assistance families nationwide.

0
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Senator WILLIAMS. I emphasize again we are all trying to work
toward the same objective. But I personally am a little concerned
about this incentive, how much incentive it is for a person to work
when they get $1 less after they increase their income up to $7,000.

l an a little concerned about it yet.
Secretary RICIIARDSON. Well, as we have emphasized from time to

time, Senator, we are concerned, too, and this is why we have proposed
provisions that would eliminate that kind of drop in income, as the
final chart, the one on the right, shows. But we have also recognized
that this can only be done at the cost of a more shallow incentive line,
as the chart which presents these things in graphic form emphasizes.

The committee will have to decide whether it places the higher
premium on the elimination of any cutoff point at which an individual's
income drops, in order to have a steeper incentive line before that, or,
to do what we have recommended, which is to flatten the incentive
line in order to eliminate the notches.

Senator WILLIA3MS. Just one question, if I may, in connection with
the chart--could you remove that for just a second there-do I under-
stand that administratively you can, and administratively you do plan
to, eliminate the food stamp; plan in New York on incomes in accord-
ance with that chart?

Secretary RICii.%RDsOx. 'We would not eliminate the plan in New
York. We understand that New York is moving to the substitution of
food stamps for the commodities program.

The fact that only one stamp bonus amount is shown there is the
consequence, as Mr. Patricelli pointed out earlier, of the aggregate
income money available to the family in that case, which is $3,156.
Since the value of the food stamps goes down for a family as their
income from all sources goes up, only the family on the first line,
with the $3,756 income, would qualify for the food stamp bonus.

Senator WILLIA.s. Does that cover your surplus food as well as
food stamps?

Secretary RICHARDSON. As I understand it, Senator, a State may
opt to have the food stamp plan or commodities. At least to date they
have had this choice.

In New York, as I understand it, they have had the commodities
program up to now, but they are moving into the food stamp plan,
so that the picture shown on that chart is a fair picture of what
the situation would be in New York, assuming that all the adminis-
tration's recommendations were adopted.

Senator WILLIAMS. What percentage of the surplus food is paid
Federal and what percentage State?

Secretary RICHARDSON. I do not know the answer to that, Senator.
Perhaps somebody here does.

Mr. PATRIOELLI. The food, itself, is entirely a Federal cost, largely
through the Commodity Credit Corporation. The State shares only
in the administrative expenses of making it available.

'Senator WILLIAmS. Ad ministrativoly ou could cut it off, is that
correct, and in order to get the record straight, the chart on the
right proposes an administration plan to cut off the food stamp, sur-
plus food, as of those mathematics I

Secretary ROHARDSON. Oh, no.
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Senator WILLIAMS. If not, it is possible that tlhat would be added
in.

Secretary RiciARDSON. The food stamp plan would be applied in
New York but the schedule of the food stamp bonus which would
be available nationally makes that bonus applicable in Now York
only to families with incomes of roughly $4,200 or below, and even
a family with no income in New York City headed by a female with
three children -would get an income of $3,756.

But this does not mean we are cutting off anything. On the con-
trary, New York is adopting the food stamp plan.

Senator WILLIAMS. I will admit that this is, perhaps, a misun-
derstanding on my part. But we are speaking of food stamps, and the
chart that was submitted in April also referred to the food stamp
bonus and the surplus commodities program together, and I notice
that we have eliminated surplus commodities. What I am trying to
get in my mind is the picture over on the third chart of the total
benefits that would be available if the administration plan is carried
out.

Do I understand that that does not embrace the possibility of an
extension of surplus food comnmodites in addition to what is on that
chart right now?

Secretary RIOIIARDSoN. That is right, because New York has elected
to adopt the food stamp plan instead of the commodity plan which
they have had up to now.

M[r. PATRICELLI. Senator, under current law a county cannot have
both.

Senator TA.MIADGE. Will the Senator yield at that point? The food
stamp proposals now, of course are operated by the Department of
Agriculture. The Senate committee reported out a bill liberalizing
the food stamp program.

Senator McGovern, Senator Javits, and others, amended it sub-
stantially on the floor of the Senate. The eligibility level is about
$4,000 per family of four, as I recall. The Senate passed the food
stamp bill on a divided vote.The bill has been pending in the Agriculture committee of the
House now for quite some time. The Senate recently approved the
food stamp appropriation as I recall, in the Department of Agricul-
ture approprition bill, of something over $1,700 million annually.

The committee bill, as I recall, was something on tle order of $1.2
billion, so the food stamp prograin is still in controversy in Congress
between the Senate and the House. No one knows as yet how it will
ultimately come out , but it is substantially liberalized from present
law and, of come, the administration of the food stamp program is
now vested in the Department of Agriculture.

The present law requires the local government of the county to
make the option. Some of them elect the commodity program and
some of them have elected the stamp program. It varies within the
jurisdiction of each State, and will continue to vary.

The new bill that was passed by the Senate will, for a limited
period of time, let the governing biody Of thi'lounty use both pro-
grams, but. it contemplates that ultimately host jurisdictions will
find the stamp program more attractive than the commodity program,
and the object of the bill is that the trend Will be in that direction.
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The CIAWMAX. Mr. Secretary, let me just point out to you what
I think is the first mistake in this program. I mean, assuming that
you want a welfare program, and I say this as one who has been
sponsoring amendments down through the years to let a person keep
the first $30 or first $50 they make and go to work to improve their
own condition.

This mother with three children goes to work and makes $720. Now,
that is $60 a month. She has her-leaving out the public housing part
of it, and looking at her net money and in-kind over here-out of
what she makes site is only permitted to keel) $40 out of the $60 she
makes.

I would think that a good workfare bill would say that for the first
$50 she is able to make she gets $100, so she is $2 bIetter off for every
$1 she honestly earns. That would encourage that old girl to go to
work.

Secretary IRICHARDSON. Mr. Chairman, I am not sure I follow you
because, as I read the chart, and as I understand the program, in the
case of a woman who earns $720 she keeps it all.

As you see, the family assistance plan benefit in the first column is
$1,600 at zero, and it is still $1,000 at $720. The State supplement is
$2,150 at both levels. This is because earnings up to $60 a month are
considered, under our plan, to be, in effect, no more than sufficient
to cover the costs of working. There is no reduction up to that point.

The CHAmIRAN. Wellnow, I am looking at that column "Total
net money and in-kind." That is $4,721, and if I subtract $4,264,
which is a figure above, that if I subtract it from that I come out
with-Secretary IhInDSO.. There is a reduction in the medical in-

surance bonus which accounts for the difference.
The CHAmI fxAN. Well, just looking at the whole item to that point,

then, and take out the taxes and look at your medical insurance and
terminate the food stamp benefit, she would otherwise have--and
you are coming out with a net,.let me see, that would be-

Senator BE.NXETr. $460, roughly.
The CHuuRM 1,AN. Subtracting upside down is hard for me.
Senator BE-x -rr. $457.
The CHAIRMAN. Senator Bennett says $457. She has $457 to show

after she earns $720.
My thought about it is she ought to be $700 better off. If you want

a workfarebill she ought to be $1,000 better off.
Senator WILLIAMS. She has taxes to pay out of that.
Secretary IMHARDSOXN. This is a question of balancing costs, Mr.

Chairman. The availability of the food stamp bonus cuts out at some-
thing like a $4,200 income for a family of four, and so when that
woman earns $720 in New York City, because the State supplement
is high, she passes beyond the threshold of availability for the food
stamp bonus.

In States with lower State supplements she would still qualify for
a food stamp bonus, and so that factor would not apply.

In the case of medical insurance, you could decide that you would
not throw out that amount of bonus, and of course, if you kept the
$350 for medical insurance bonus and the -154 food stamp bonus, then
she would be keeping the whole $720. But this is simply to emphasize
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that if that were the decision you made, you would be increasing the
co4 )oth of the food stami) plan and of the medical care plan.

1'hin .Cwi.M . All I am saying, Mr. Secretary, if you work on
the basis that, is cranked into your program, whether you admit it or
not, and I think that. you and I both know it., if you start out on the
basis of pitting such a high enitlement for doing zero, you just cannot
do much for the fellow or the lady, as the case may be, who is really
trying to .help himself or herself. If you want to make it a workfare
bill, you just cannot afford to devote that amount of the funds yout
have to paying people to do nothing, because it does not leave you
much to help the person who is doing something.

Secretary RICITARDSOX. Could we show the chart, Mr. Chairman,
that reflects the current situation in New York?

The CIAIRMAN. If you can have a. bigger fiasco than that I would
like to see it.. So let, us put the current situation in it; is that. available?

M r. PATRICELLI. It may be easier to show the graphs.
The COAmMAN. Do you have a chart showing the present situation

in New York?
Secretary RICnAnDSOX. You se, without regard to the present rec-

ommendations of the administration, the total money income is about
$200 less.

Tho I A,, R31.AIN Well, at. least in the current situation the person
would appear to be about $700 better off by going to work, wouldn't,
lie, almost $100 better off? Is this chart 4 over here for the current.
situation?

Let us take the first step, $700, and I am looking at the column
prior to it,' but I do not think it makes much difference. When she
makes $720 she is almost that much better off, so that she is almost
$700 better off.

So in that respect your bill moves away from the workfare pro-
grain. If you are looking at whore a petson-Secretary RICIIARDsoX. Yes, but looking at the big notch, when you
get. down to the difference between total earnings of $6,000 and earn-
ings of $7,000, there the total income, including come in-kind, drops
from $7,271 to $6,587. As we have emphasized from time to time, if
you eliminate notches you also reduce somewhat the pitch of the in-
centive rise.

Senator WILLIAMjS. But, Mr. Secretary, the notch in the existing
law drops from $7 200 to $6,500. As I un erstand t, the notch under
the administrations bill drops from $7,500 to $6 200 or a $1,300 drop.

Secretary- RCHApos. As I pointed out earlier, that is not under
the administration's bill. That is under the assumption that the ad-
ministration's family assistance plan is adopted without the other
changes that the administration recommends.

Senator WILLuAls. It is the only administration proposal submitted
to the Congress in any legislative form, is that correct.

Secret t- RCITADSO.N. Yes, Senator.
Senator W)ILuAxs. Do I understand the administration has with.

drawn its support.?
Secretary ERTCHARDSON. There is no way of eliminating notches with

a welfare bill alone.
Senator WILTIAMS. I am not quarreling with that, but I do not

think we ought to get away from the fact that the administration's
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bill is represented on the center chart. That is the only bill before
the Congress at this time.

Secretary RICIARDSON. I think the situation is getting confused,
Senator.

The Chairman pointed out on the chart., which reflects our total
plan, that the fact that the woman in question and her family have
lost the benefit of food stamps and have had to suffer a reduction in
the medical care bonus meant she was not able to keep all of the $720
she had earned. I have been pointing out now that in order to elimi-
nate notches it was necessary to provide a reducing, sliding scale of
benefits under food stamps and medical care, and the only way of
eliminating the notches is to reduce medical care benefits and food
stamp benefits as earnings rise,

If you want. to maintain these in order that she can keep a larger
proportion of earnings up to some given amount, you can (10 that, but
you can do it only at the expense of a notch somewhere further on.
This assumes total program costs are kept. constant.

The CHAIRMAN. Now, Mr. Secretary, here these people, of course,
are not likely to move up from zero earnings to $7,000 earnings im-
mediately because you would expect them to work their way up this
ladder.

But here on page 19 of the material prepared by our staff to help
guide us in studying this bill, it shows what happens to a family of
our headed by a woman, with a mother trying to help provide for

those three children, in terms of how much she makes for each dollar
if she moves from unemployment with no income to full-time work
at the minimum wage, and that is something we can easily picture,
I would think.

In New York City under present law we are told by our staff's
calculation, that puts all of these items in, including the medicare and
medicaid-medicaid, anyway-if she makes a dollar she is 60 cents
better off.

Then we are told under HI.R. 16311, the way it came to us, if she
makes a dollar she is 44 cents better off, and that. by the revised program
that you have got here, if she makes a dollar sie is 30 cents better off.

So each one gets worse, and the same thing is reflected for Phoenix,
Ariz.; Wilmington, Del., exce t it gets even worse there. She starts
out keeping '1 cents and winds up keeping 23 cents.

Chicago, Ill., site starts out keeping 54 cents, and winds up under
this revision keeping 27 cents.

Now, at such time as we report this bill, I hope it will move just
the other way around, so that the more she does the better her situation
is.

Secretary RICHARDSON. As I said a moment ago, Mr. Chairman, the
question is'how the committee feels about then importance of stronger
work incentives at the lower levels of income versus the desirability of
the elimination of disincentives at higher levels, and I would call your
attention again, as I did yesterday, to the last sentence in the text op-
posite this elmt. which says:

These proposed changes in other types of welfare programs-and that, of course,
Is what the Administration revision refers to, changes In other programs-are
designed to eliminate strong work disincentives at higher earnings levels but
they do so at the expense of reducing work Incentives sharply at lower earnings
levels.
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Trhat is what this chart, illustrates. You cannot have it both ways.
You cannot both eliminate the notches and maintain the steepnessoof
the earnings incentives at lower levels, except, as I have pointed out
earlier, at very great cost. You move the break-even point up, and
thus veqv much increase the numbers of families who would be covered.
The CJAIR-MAN. You could do both
Secretary RWIHARDSON. I was tempted the other day to get my staff

to build a model that would show what happens, in terms of the cover-
age of numbers of families and the break-even point, if you move up
the steepness of the work incentives pitch.

Imagine an arrow hinged at one end at the bottom, zero income,
and pointing to various levels of income, and numbers of people
covered out beyond that. The more you inclined the arrow upward in
order to permit. a higher proportion of earnings to be retained the
higher the point on the income line where the break-even point occurs
and therefore the larger the number of families who have income at
the break-even point or below. Thislis why, therefore, you have to have
some compromise between the l)itch of the earnings incentive and
the, cost of the program.

We are not wedded to any particular approach to this. We would
like to have the optimum combination of work incentives, coverage,
and costs.

What Senator Williams has done, as the result of focusing attention
on the interrelationship between the family assistance plan and other
programs is to highlight the fact. that there are work disincentives
resulting from the cutoff points in other programs.

We said: "Fine, we will go back to the drawing board and see what
we can do to eliminate the work disincentives."

'We did that, and the consequence was the one you just pointed out,
that the pitch of the earnings incentives at the lower range is reduced.
The committee must, therefore, elect which of these things it wishes to
do.

I would say that on balance our feeling is that it is probably better
to eliminate sharp disincentives, at least and this is why we have
reconunended a declining rate of medical care benefits, a declining
rate of food stamp benefits in these other related programs, together
with a declining rate of housing bonus supplement.

The CITAIIIMA. It seems to me, Mr. Secretary, if you are talking
in terms of priorities, itf you are talking about a wvorktarq rather than
a welfare bill your first priority should be, to take this person not
doing any work and put him to work. I think that would come first.
ButT do not see that you have to completely saotifice one for the other.
If you say more workfare, less welfare,'then why not cut down on

the w welfare, why not, take a look at these people who are not doing
anything to help themselves, and say that we are just not going to
pay as much hereafter for people doing nothing to help themselves.
They omi rht to do something.

Sqo if you pay leq where you get zero, and pay more where you
achieve something, there is a big savings at your bottom point. I
would think that, we should be able to work out a bill here would not
start out by a disincentive at the first step.

That, is most essential. If you do not get them past the first step
you will never get them past the fourth, fifth, or sixth.
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It seems to me, the first thing is to get them to work and stop this
thing of saying they are worse off under tile new bill than under
Present law. Look at. what they are making in the chart, Phoenix,
Wilmington, Chicago, and New York, and in every one of those cases
they ought to move up, so that out of the flist amount they make theyought to keep at least 30 percent, I would think.

S ecretary RiciIARDso. I think we ought to give you another chart
identical to this, Mr. Chairman, which gives you the results at. the
point of income computation that Senator Bennett identified earlier-
the combination of the family assistance plan benefit, the State
supplement., and the food stamps, but not including medicaid or

P4 housing bonus. That would look considerably better. One of the reasons
why the right-hand figure comes out as it does is the substitution of
the decreasing medical care benefit for the flat rates of medicaid
coverage that would apply until and unless the administration recoi-
niendations are adopted. That would give you another coil)arison
to use.

I think I would emphasize this again, Mr. Chairman: Our purpose
in being here before this committee is served if we have helped to
illuminate what the problem is, and to enlist the committee's interest
and Cooperation in its solution.

There are only a certain number of ways of doing it within what
we would consi(r to be reasonable cost limits, and we Siml)ly wantto work with the committee to do this- The question of how you adjust
the rates of incentive versus the elimination of disincentives, and so
on, are matters about which we would say only that we have, we think,
an informed judgment; we have thought, about it; we have views.
We would like -o be sure that the committee understands why wehave come out where we did, but we would not say to the committee

that this- is the only right place to come out. On'the contrary, as I
have emphasized, we would like to work vith you to achieve what you
believe to be the most reasonable solution' of these interlock'itgproblems.
TheCHAIRMAN. Thank you, Mr. Secretary.
Senator HANSEN. Would you'yield at that point? I hope it is not

necessary for ~me to observe:that we share the same goals that you
have just enunciated so ably, Ir. Secretary.

Our purpose, certainly mine, and I am sure that everyone agrees
with me in this regard, is not to try to find fault and criticize but,
rather, by pointing out deficiencies,' by pointing out weaknesses, we
hope we will be able to come up with something that will meet the
challenge of the times.

I am particularly conscious of that because I am sure, like everyone
else, we share the concern that results from an increasing del)endencyupon welfare, escalation of numbers of people receiving aid, and our
desire that we can come up With something that will result in a
movement away from this, and I would like to refer, if I may, to the
chart on the extreme right there, if Mr. Patricelli would be kind enough
just to remove that little chart superimposed there.

Let me call attention, as I understand this dhart, all of the things
you recommend as forward steps are contemplated. Yeou (t1 away with
the food stamp bonus When earnings reach the level of $720.
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Secretary RICiARDSON. Excuse me, Senator. We do away with

it when income for a family of four reaches $4,200, and they cross
the $4,200 line, including the State supplement, by receiving an
additional $720.

Senator IA NsEN. I see. Thank you.
You contemplate a decreasing i;edical insurance bonus starting from

$354 and dropi in a series of six steps down to $8, beyond which
there is no further support, and bearing in mind also that when we
discuss the situation in New York City we are talking about welfare
rolls that, I think, approximate at the present time some upwards of
10 percent of all of the welfare recipients in the country.

Then I would observe that while you had earlier testilied that you
thought, we ought to have incentives that when they approach-and
I will let you phrase this in your own words--upward of 50 percent
of realized income, or however you expressed that,, I do not mean to

7 put words in your mouth, but if I misstated your position, I welcome
your correction at this moment-but, in yan event, if my figures are
correct, when we compare what a female-headed family of four persons
would receive with no earnings, with zero earnings, and what would
be received by that same family when the earnings reached the $4,000
level, I get it that that family would be'able to keep roughly 16 percent
of the $4,000 that are earned, actually 15.9.

Moving to $5,000 tht same family would be able to keep 14.6
percent, roughly $1 in each seven earned would be all that she would
be able to keep.

When earnings go to $6,000 they drop and she would be able tokeep about a little over 13.6 percent of the amount that she earned
4 above the zero level when she moved up to $6,000; and for $7,000 the

figure remains the same, 13.6.
If she were to aspire to earn $8,000 a year, she would be able to keep

roughly one in five of every dollar-I mean one out of every $5 she
earned" or a little over 19 percent.

Do these reflAetions or do these facts, I should Ask, reflect your feeling
as to the desirable level of retention of earnings that would induce
the proper incentive to move from welfare into private employment?

Secretary ICHARDSON. Well, I think it would be desirable, from
the point of view of work incentive, to try to assure that she could
keep more. But, as I pointed out earlier, it'is only possible to do that
at. much greater cost.

If you take into account each of these onroarams that are identified
on the chart, the incentive picture looks significantly better if you do
not, include the housing bonus, which is available nationwide to only6 perceit of all family assistancefamilies.
Senator HAXSE. If you will permit an interruotion at that point,

SMr. Secretary, I was not trying to speak in terms of national averages.
I do not think they are too meaningful. The story is told about the
woman with her head in the refrigerator and her feet in the oven and.
on the average, she felt pretty comfortable.

But. actually. it seems to me if we want to be specific there is, isthere not. substantial housing benefits available in the city of New
York; is this right?

Secretary RIcuARDSON'. We previously submitted this for the rec-
ord, and it is repeated on the bottom line of the left-hand chart, that
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only 8 percent of all AFDC recipients in New York City live in
public housing. Only 8 percent of all the female-headed recipient
families in New York would get the housing benefits shown in the
next to the right-hand column.

Realistically, therefore, looking at the other 92 percent of the
families in New York, and recognizing the further point, emphasized
by Senator Bennett, that the iamil oes not necessarily think of
availability of medical care in income terms, it is fair to look at the
q.oumbination of cash income phis food stamps. If you look at those
totals, the picture is significantly better in incentive terms.

I have not figured it out in Ohe same percentage terms you have,
and we can do that for the record at this point. But, just without
repeating all the figures, at $1,000 intervals, if she earns $2,000, her
aggregate income would then be $4 798 If she earns $6,000, her aggre-
gate income would be $5756. In effect, therefore, she was able tokeep
roughly half of the additional $2,000 in earnings, even though there
is involved a deduction of the combination of- Federal, State, and
social security taxes.

Senator HAXsPN. Well, I chose those higher figures ranging from
$4,000 in earnings up to $8 000 in order to focus on the level of in-
come that I assume we might hope people would aspire to if we are
sincere in saying that we hope that this reformed welfare legislation
would indeed move people off of public assistance.

So I think if we are to accomplish that objective you have got to
examine that part of the chart which would indeed accomplish that,
and it is for these reasons I did not go all the way through.

(The Department subsequently supplied the following material
for the record:)

AVERAGE REDUCTION RATES UNDER ADMINISTRATION'S JUNE REVISIONS OF FAMILY ASSISTANCE FOR A
4-PERSON FEMALE-HEADED FAMILY IN NEW YORK, NY.

[In percent]

Net cash
Income less

taxes and
Net cash health Total net

Total gross Income after Insurance cash and
Earnings cash Income taxes contributions food bonus

2.bi ...................................................................... 4. 48576O ...................................... 0 5 67I. ...................... ::::::::9::::: : 24 33,4
43 48 57 64

4.000 ...... ............ ................ 60 69 73
.000................................ ... 64 61 64

10 ------------------ 55 67 64 67
S7.0005 ................... ............... 64 68 65 68

47000 ".. 47 62 60 62
hOOD................................... 4? 58 57 58

I Above food stamp breakeven at this gross income (earnings, FAP and State supplement) level.
I Above FAP breakeven level.
s Above FHIP breakeven at this gross Income (earnings, FAP, and State supplement) level.
I Above State supplement breakeven level.

Secretary RlrottAnsox. We certainly accept this. I do not want
to leave any misunderstanding. We consider that all of these points-
including the charts, themselves-from the beginning have made a
very positive contribution both to us and, we hope, to the committee
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in our understanding of what the problems are that we have to
solve.

I was only trying to make the point that it depends on what part
you look at to see what the resulting incentive picture is.

Mr. VTEN-MAN. I think it is also fair to point out that you can
make the same assumptions we made with regard to food stamps.

As the cost of food stamps increases the likelihood of people par-
ticipating decreases, so that it is unlikely that people who get up
into the $6,000 or $41,000 income bracket would be among the 8 per-
cent iin New York usink public housing.

Another is the graduated income tax, a subject matter this com-mnittee has studied 'frequently, and again from $4,OO0 to$8,000 there
is no relationship to the Federal participation in the welfare program.
The disincentive there results primarily from the graduated income
tax.

Senator WiJ4Tm s. If the Senator would yield, it is partly that and
partly due to the fact that the cash payments under FAP and State
payments are not subject, to tax, whereas what he earns is subject to
tax.

SMr., VP.NP.3A. Yes.
Senator WILLIAMs. For example, the $6,000 a year man has $6,000

earnings, has a state supplement of $459. If you add his $288 food
stamp, which is equivalent to taxes, lie has net cash of $6,044.

If the same man earns $7,000, lie has no supplement, $971 tax, be-
cause everything that lie has earned is taxable, and he has a net' of
$6,029 or $15 less than lie would have for earning the other $1,000.

Senator Br -rr. Mr. Chairman, I have been silent for a while.
It seems to me all of this is a function of the fact that you start all
of these people out with $3,500. If you are going to say' that every
dollar that they earn above that they should keep t0 percent of it, you
have to go up to about $9,000 before you begin to break even on the
thing and, as the Secretary has said, you are talking money.

Now, it) is a question, iaybo we have got to go tup there in order to
get the incentive, but it becomes a philosophical question as to how
much we can afford to pay of the taxpayers money to solve this prob-
1em, the psychological problem, of persuading people to leave welfare
and go to work.

The Chairman is exactly ii ght.. If by some magic wand, some magic
means, we could reduce the base for which they get nioney now for
earning nothing, then the line would rise very sharply and the incen-
tives would rise.

This level of $3,750 of actual money income in New York has been.
going for nearly 40 years of a welfare program, and it has carried a
psychological point of view with it.

NTow we are trying to break that barrier, and it is not going to be
either easy or cheap and, as the Secretary said, they have tried to find
some kind of a balance. But if you want to start on the basis, and it
is a defendable basis, that the person should b6'allowed to keep no less
that 50 percent of earned income, then you are still going to be paying
welfare benefits to people who are earning in New York I guess be-
tween, $9,000 and $10,000, and it is a mathematical problem
fundamentally.
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As long as ,ou are going to leave the base that high then you have
got to take the mathematics that go with it or else you have got to try
to figure out some other way to persuade people they are better off

working, some other incentive than the actual dollar incentive, and

I do not think you can get around it.
Now, )ou can go along on this present basis which takes them up

so far and then drops them suddenly, which says, "You can work to

earn so much money but then you hadbetter not pull yourself u aly
higher because you suddenly find yourself earning less," and thiis is

a mathematical problem, too. This'is not a matter of judgment.
These charts reflect the mathoinatical problems involved. So we

face a very serious problem in this committee. We are going to be

accused, and the administration is going to be accused, of spending

a lot, of money to try to solve this problem of getting people off wel-

fare, and if we are not careful we are going to find the psychology
which says it is better to leave them on and trying to get along with
less money, and this is a philosophical problem that we have got to

face here.
Senator Cunns. Mr. Chairman I won't take but a moment, but I

cannot agree with my distinguished friend from Utah at all.
The more money you put into relief, and the more people that you

put on the rolls, there will be a greater number of people who will be

getting something that other people work for.
Senator B ,NLxx-rr. I do-not disagree with that.
Senator CURTIS. And by the suggestion that by adding several bil-

lion dollars to deal with notches, we could overcome the problem that

there is an incentive to go on relief instead of work just does not
follow.

By spending more money and giving people greater amounts and
giving it to more people will not increase the incentive to go to work.

It wil not do it. Phe higher the benefit is, the more incentive there

is for people to relax in their pride and in their desire, if they are able-

bodied, and go on welfare'rather than work.
Senator B EXxETr. I can give you another answer to this problem

that the Ainerican people will never face, and that is to make your-

self a list or an inventory of the able-bodied heads of the families and

cut them off welfare. But you cannot do that until you provide them

with a job, and you say after next April 1 there wiI be no more

welfare, but we have provided you with a job which willpay you the

same amount as welfare.
But psychologically and politically that is impossible. Unless, you

are prepared to do that you are going to have to recognize the mathe-

matical problems involved in trying to keep people partly on welfare
and slide them over Vaitly into the private sector- and that is where
this question of incentives and notchs comes.

Senator WILLhtAS. 'Mr. Chairman, I find myself in great agree-

ment with what all of you are trying to achieve aind, perhaps, what you

are saying. But I wonder how much we are achieving when you figure

the encouragement to work and encouragement of a man to improve

his positionthat you hav6 ih this-program that is presented. Take a

man earning$6, .If he increases his earning capacity by working

overtime or with a raise to $7,000-aid I am forgettifig medicaid and
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public housing for the moment, just take cash, actual cash, and food
stamps which we accept as cash-he is actually $15 worse off by
earning an extra $1,000.

In other words, if he is earning $7,000 he will have $15 more cash
if he drops his workload back so he earns only $6,000.

I agree with the objectives, but I am wondering if you are achiev-
ing them under that type of a system, and that is what bothers me.

I will say again you cannot correct the problems unless you recog-
nize them. I do not find fault with the fact that these problems exist
here. I know we are dealing with a highly complicated question. I
worked on this myself, came up with my so-called solutions,
and I find similar problems confronting us.

But we do not correct it if we just alibi the problem; we have to
face it. The bill is right on the chart- the second chart, of $6,000, and
a man gets $459 in cash supplemental, and the total is $6,459. He gets
$288 in food stamps which' in cash, is $6,747.

Ieo pays $703 taxes, leaving him $6,044.
H0 goes on, and lie earns $1,000 and lie has $7,000; no supplement.,

no food stamps, but he pays $971 taxes or he has $6,029 or $15 less than
he would at $6,000. Perhaps my mathematics are wrong, but that is
the way it comes out in my answer and we have to face this.

I do not know what the solution is, I will be frank with you. I donot find fault with the Secretary or anyone else because he does not
come up with a solution, but I do not think we are going to reach
a solution unless we realize we have a problem we want to correct.
If we do not want to correct it, and that is what we want, that is a
different story.

But I have the same objective that the administration has, and
advocated it long before this administration came into power, that
we needed a work incentive program, one we could get, as the chair-
man of this committee--I will be frank-has tried over the years to
achieve this and we have not done very well.

I admit that we have not done very well in achieving the objectives
Sor the goals we set out to achieve.

Maybe this is better or maybe it is not better. Let us, just analyze
it and face it and Let us see if we can work together in getting an
answer.

But we are not going to get it if we get into a defensive position
tat I am right t and the other fellow is not eight.

I am con fused about this whole problem.
Secretary ROitARDSoN. 1 agree with every word you said Senator.
I would just point out that While we certainly are not wedded to our

solution, we think that on balance it is better to eliminate the drop inincome you have just pointed ut, which results from the families
crossing the threshold of elgibility for medicaid. You see that $1,153
for medicaid stops between the $6 000 and $7,000 earning figures, and
that of course is more than the difference in earnings, together withthe loss also oi the benefits under the other two programs.

So what we tried to do, therefore, was to graduate it down in step,
as we have shown in the other chart, and that, in turn, meant that the
rate of increase, in total disposable income, plus benefits i-kind atearlier levels, did not rise as fast.
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We thought, on the whole, it was better to remove the notch even
though the consequence was to have a less steeply rising incentive
benefIt.

The CHAuR-i1MM. Mr. Secretary, one thing that we havo not gone into
now, except just to mention it, if you had a chart available it might be
worth taking a look at it and see what happens to that family of four
when Vapa comes home.

I t1k from the conversation I have heard so far it indicates that if
he is working and making a living that the family loses a lot of money.

Do you have charts available that show that?
Mr. V ,NEMtN. It is in the present statute, Senator, that if the
Tie CHAmR-MAN. New York City now. If a fellow comes home, what

happens?
Mr. VTrEMAN. If he comes home and has earnings and has icomne

and he is the responsible parent, then he is responsible for that family
and they would lose their eligibility.

I would liko to clarify wiat Senator Williams said, because he re-
ferred on a couple of occasions to what this man would earn.

Those charts apply to a female-headed family of four. This is a
woman with three children we are talking about.

We also built into the measure a work requirement-a requirement
that she register for work if her children are over 6 and she is capable
of working, and accept a job or training if day care facilities are
available. We will make every effort to have her work.

If she refuses, under those conditions, she does lose her aid, but 1
do not think wo should lose sight of what this prograin is all about.
It is to take care of the children. It is to take care children who, through
no fault of their own, were brought into this life and this environment.
I do not think the Federal Goveriment, paying $1,600, is being overly
generous..

The CITAIRMAN. Well, it says $1600 By the time you get to the
other end of the chart it looks more like $5,221.

Mr. V F AN. Those are the combined programs. But I think we
should keep in mind that we are talking about a female-headed family
of four, and those other decisions as to how much the total grants should
be were made by the State of New York.

The CHAIMMAN. Yes. And, unfortunately, some of theirs were made
without seeing the same charts we are looking at here, I regret to say,
just as some of our decisions in Congress have been made without look-
ing at the whole charts.

$enator B;NNEm. And we are looking at ours without looking at
New York.

Tho CHAMMAN. Do you have a chart showing how much a faily
of five, that is what it takes now if the father comes back to that family?

The CHAIRMAN. In New York State what happens?
Mr. VE.N 4MAN. If he is a working Lather he-loses his eligibility for

matched assistance payments. We are not changing that.
Mr. PATRICELL1. That is assuming he is worling full time.
The ChAMMAN. Well then, assume be is not working at all.
Mr. PATRICELLJ. If he is not Working, the family gets a given amount

plus the extra increment for the extra member.
Senator WILLIAMS. What would he get under the administration's

planI
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i~~. VE~X-M~A,N. The way the bill is written right now, Senator Wil-

tams, the unemployed father provision would be repealed.
Mr. PATRICELLI. With the grandfather proposal which has been

made, the individual who was currently inl the unemployed fathers
program would retain his eligibility. c

Senator CURTIS. With the grandfather clause he would be eligible.
Mr. VENMA. For the future such families would be eligible just

for the Federal portion.
Mr. PATRICELLI. That portion only.
The CHJAIIIMA. In New York City they by law, as I understand

it, regard a father as being unemployed if he is working 34 hours or less.
So if he is working 34 lours or less, I would take it he would' be en-

tit led to have his earnings, without losing his benefits.
Mr. VENE-MAX. Senator, after we went back for revisions, ourthought was to suggest that the unemployed parent be treated just asthe working poor, so we were recommending that we repeal the'unem-

ployed father provision, which affects some 23 or 24 States and some90,000 families in the United States at the present time.
The Secretary, in his opening remarks the other day, subsequently

proposedd that those who are now on the rolls, the 90,000 families begrand Athered so that no family now receiving aid would have a reduc-tion, and so that the faihers of any further families of this kind work-ing 34 hours a week would be treated just as the working father. They
would not be entitled to a State supplement. They would be entitled to
the $1,600.

Senator WILLra ts. Do I understand that with th. grandfather
clause and proceeding on the premise that that would be included, and
the father comes home to this family of four, that makes a family then
of five?

Mr. VENEXAN. Yes. If he is admitting parental responsibility.
Senator WILL.MS. Would they increase the $800 as a result of the

additional member of the family?
Mr. VENIMOAx. Yes. You see, if it was grandfathered in that would

cover only-
Senator WILL A.iS. Assuming he was unemployed, couldn't get a job.
Mir. VENE MAx. That. would cover only those on the rolls now.
Senator WmILLIAm3is. That is what I an speaking of. I understandthat. I am just speaking of those who are on the rolls now, and lie

comes back home. T hat'would be a family of five; that would increaseit by $300 for the additional member of the family; is that correctl
Ar. V1ENEMAN. If lie was there when family a distance came in, andif he was, in fact, on the unemployed parents' roll, was eligible for it,and was receiving aid at that time, then the family would be con-

sidered'a family of five.
Senator WILLAMS. I see. But if lie comes back the day after the

enactment he would not.
Mr. VT ExA .Then that family would be treated in the same cate-gory as the working poor.
Senator WILLIAMs. Assuming for the moment that'he is back or hewas back, and he is eligible for it, and this is a family of four, well,you can make it two children and father and mother, we have those

Iigtires across the board, then, is that correct?
Mr. VESRIMAN. Right, that would be the same.
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Senator VILLAMS. Now, this is an unemployed father.
Suppose he gets a job and he goes out and works and makes the

$720, and it looks like a permanent job, but he is on the payroll at a
minimum wage. He becomes an employed father then, and then comes
in under this formula, is that correct?

Mr. VENEMAN, Would he be full-time employed?
Senator WILLIAMS. Well, he would not know that until the year

was uip.
wMr. VENEIAW. If he is full-time employed he would lose his eligi-

bility for supplemental payments.
Senator VWLLIA,'1s. Then he goes off?
Mr. VExEz&,%x. Right.
Senator NWILAMS.. Does the family go off, too or just lieI
Mr. VxEN.EiMA. No, the family would go off. They would no longer

be eligible for the supplementation.
Senator WILLA.,S. Now, the question that was asked the other day

of me, and I was unable to answer it,- and perhaps you can, this un-
employed father and with the grandfather clause built in, he gets
what appears to be a full-time job, but then that job is abolished, and
through no fault of his own he loses it and he comes back again as an
unemployed father. Does the grandfather clause carry beyond the
notch?

Mr. VENEMANV. No, we would not propose it carry beyond, becaLse
then he would start over aoain in the working poor category. Ie has
no income and, therefore, le would be entitled to the basic Federal
assistance of $1,600.

Senator WILLIAMS. He would be taking a gamble that he has to
be sure it is permanent rather than temporary

Mr. VENEMAN. It would depend on what it was. If lie were working
part time, he would have to weigh that factor.

Senator W1LLrA31. I want to pass this question on, which was
raised, and I was not able to answer it. Will this grandfather clause,
which I can see the justification for, work as a disincentive to this
mail? He would be fearful of taking the job unless he was almost guar-
anteed a full-time job, because he may, by accepting it, eliminate his
family from the welfare rolls.

Mr. VWM]AN. That would be true, Senator, for those who would
be on the rolls, but the disincentive would not be nearly as great as
the one you pointed out in the first hearings.

The way the bill came from the House, we continued the unem-
pl6yed parents' program and made it mandatory, and that disincen-
tive was always there. Now we are only dealing with those on the rolls.
Granted there could be an inclination for the person to say, "I am
not going to get out and get full-time work because I am going to lose
the State supp lementals and other benefits," but at least we know
what we are kdaling with. We are dealing with 90,000 families. Pos-
sibly there will be a 10,000 or 16,000 increase by the time the bill goes
into effect. But at least we are not dealing with the entire universe,
and the possibility of a person living on a low-income full-time job
togo to a 34-hpur a week job.

Senator WILLIA'S. I just wanted to put that in and get your answer
for the record.

44-527-70--pt. 2- 11
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Secretary RICHARDSON. One of the things we have considered, al-
though not formally proposed is that, to deal with the problem you
have just identified, if the father becomes unemployed again within
a specified period, say, 4 months, the family would not lose its grand-
father coverage status. But that, of course, just leads to another
problem-that is, he might want to be sure he did not work 4 months
at any given time.

So thlat there is no very good way, for this group of 90,000 families,
to solve the problem completely.

On the other hand, it will decline at a fairly rapid rate. The ex-
perience to date with the unemployed fathers coverage in California
and the other States which have it is that the duration of public
assistance for these families is quote a lot less than coverage of other
AFDG families-9 months I am told, is the duration.

So it is a declining problem, or would be under this. proposal.
The CHAIRMAN. Mfr. Secretary, in the veterans' pension program,

which is based on need we 10 years ago wrote a new program with
the recommendation of the Veterans' Administration which made
a lot better sense. There were many people objecting to the proposed
program because, for one reason or the other, they would suffer re-
ductions if we went to the new program.

So we simply kept the old one for those who were on it and pro-
vided for the future only the new program with it would beavailable.

I am informed now that where there were 900,000 people on the
old program, there are now only 200,000 people, and that program
is gradually dying away. The new program, which makes better sense,
has about a million people on it, and it has largely replaced the older
one. It has gone 80 percent of the way in replacing the old one any-
way, and it is amuch better program.

So we might consider some thought along that line which might
help to answer these questions.

;hank you for your testimony here today k
Senator BYRD. Mr, Chairman, may ask three brief questions
Mr. Secretary, tle fiscal year 1970 ended last month. What was

the cost of the welfare program, the Federal cost, for that fiscial year
which ended June 30?

Secretary RICIARDSON. The figure is somewhere around 41/ billion
dollars. We could correct it.

Senator BYRD. That is close enough. I had $4.4 billion, so that is
close enough.

The next question is this: You estimate the cost of fiscal year 1071
at $9.1 billion. That is on page 23 of the committee print.

Secretary RCHcARmsox. The costs there, Senator, include some
things that are not covered in the $4.4 billion.

Senator BYRD. I understand. But what I have is the total cost of
$9.1 billion is estimated for 1971.Secretary. ficnRm SoN. Yes.

Senator BYRD. Do you have an sinimate for 1972, because this
program will not go into effect until1072?

Mr. VENE.MAN. The next chart, I think, may have that.
Secretary Rcm[ARDsoN. The total 0st is shown on the chart on

page 24 of the committee print as $8 billion. That covers payments to
families and it also covers the Federal share of the adult categories.
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The difference in the figure from the $9.1 billion you used earlier
is that the $8 billion covers only assistance payments. It does not cover
training programs and it does not cover food stamps.

Senator BYRD. What I am trying to do is to get a figure that would
be the total cost of the welfare program for the fiscal year 1972.

Secretary RICIADSoX. The way these figures have been combined,
I do not have readily at hand a comparable figure to the $9.1 billion;
in other words, a figure which covers not only payments to families
but food stamps, costs of training, day care, and so on.

Senator BYRD. Everything,
Secretary RxoirAmWsoX. So we will have to supply this. It would

certainly be on a full-year basis somewhat liigher than $9 billion.
Senator BYRD. Well, would you supply that for the record, and

would you send a copy to my office also?
Secretary RI0HARDSOX. I would beglad to.
Mr. VEXPMAN, Did you want medicaid included in that, Senator?
Senator BYRD. Yes.
Mr. VANEMAn. Medicaid as well.
Senator BYRD. That is part of your new program.
Mr. V\ENEMAN. Well, no. These projections would be based upon

the existing program, the current program. Now we have not projected
the new insurance concept, but-

Senator BYnn. Make it on your existing program and that would
make the figure comparable.

Mr. Vm.nrEAN. No because medicaid is not included in the one you
lust gave, the $9.1 billion, which includes payments to families, diect
grant payments, plus administration, plus services.

Senator BYRD. Plus food stamps.
Mr. VENEMAN. No, that is not in the-
Senator BYm. That is in the $9.1 billion.
Mr. VEN1E9MAN. That is in the cost of administration--0.4 billion

is the figure, is it. not?
Senator BYRD. Right.
Mr. VENKMAx. That is food stamps and administration.
8Senator BYRD. Is not the increased cost of medicaid in the item

listed "Other increased costs," $0.9 billion IWhat I am trying to do
is to get a figure comparable to your $9.1 billion figure.

Mr. VENE n. For 1972, we will submit that. -

Secretary RICHARDSON, We will have to supply that, because the
figures we have readily at hand are not broken out. in quite that way.

Senator ByiR. Would you also supply for the record a reconcilia-
tion of thepast and present cost estimates?

Secretary RIcHmARsoN. Yes. I would also, in that connection, Sen-
ator. undertake to supply for the record an analysis of the $900
million differential between earlier and later estimates insofar as
this reflects changes in the scope of the food stamp plan and increased
estimates under current AtD C and adult category coverage.

(Information supplied by the Department on the questions raised
by Senator Byrd follows:)
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The 1971 and 1972 estimated Federal costs of welfare programs are as follows:

(Estimated Medicaid costs are shown on separate line not included in total.)

COMPARISON OF COSTS OF MAINTENANCE PAYMENTS, RELATED SUPPORT ACTIVITIES, FOOD STAMPS, AND
MEDICAID UNDER CURRENT LAW AND ADMINISTRATION PROPOSALS

(In billions of dollars)

Fiscal year 1971 Fiscal year 1972

Current H.R. 16311 Current H.R. 16311
law as amended Difference law asamended Difference

Maintenance payments:
Payments to families:

Direct payments ............ 4.2$4..........
Paynentsto States.......... .8 .............

Subtotal ................. $2.8 5.0 $2.2 $3.2 5.0 $1.8
Payment In adult categories...... 2.2 2.8 .6 2.4 3.0 .6
Savings caust .................. (1) ........................ (1).1

Total maintenance payments... 5.0 7.8 2.8 5.6 8.1 2.5

Related support activities:
Administration................... .3 .6 .3 .3 .6 .3
Training....................... .1 .3 .2 .1 .3 .2
Childcare ...................... .1 .5 .4 .1 .5 .4

Total, related support activities. .5 1.4 .9 .5 1.4 .9

Total, maintenance payment
and support acvties ...... 5.5 9.2 3.7 6.1 9.5 3.4

Food stamps ........................ 1.2 1.6 .4 1.9 2.3 .4

Grand total ................... 6.7 10.8 4.1 S.D 11.8 3.8
Medicaid ........................ 3.1 3.2 .1 3.4 3.5 .1

'Not applicable.
'For Illustrative purposes, assumes title XIX programs remain unchanged.
Note: Food stamp costs for both current law and H.R. 16311 assume enactment of the adminIstration's proposed food

stamp legislation. Additionally, since the fiscal year 1972 President's budget has not been prepared, estimates for training
and child care are based on a level cost assumption.

R CNCILiATxON Or PRvIYOUs AND OURE NT ESTIMATES OF THE N'r CosTs or THE
FAMILY AssISTANcE PLAr

Federal costs of H.R. 16311, with the revisions suggested by the Administra-
tion, are estimated to be $4.1 billion in excess of what the FY 1971 cost would
be under existing legislation." This represents an increase of $400 million over
the net costs of the House-passed version. The Increase results chiefly from the
proposal to provide for Joint administration of the food stamp program with the
Family Assistance Plan. (A much higher degree of utilization can be expected
if recipients can purchase food stamps from and through the same process as
they obtain cash assistance.) Costs under H.R. 16311 as amended, and under
current law are compared in the attached table.

These estimates are not directly comparable to earlier ones, especially those
that have been presented for Fiscal Year 1009. When net costs are presented,
those for different years reflect different actual (or estimated) costs under ex,
listing legislation as well as differences in what total Federal costs would be
under the Family Assistance legislation. Federal costs under current legislation
have shown-a marked increase over the last few years and are projected to con-
tinue Increasing. in contrast, costs under Family Assistance are estimated to
have a much SlOwer rate of increase. The combined effect is a decline over time
In the estimated net costs of Family Assistance.

There are three additional reasons why the estimates recently submitted to
the Senate Finance Committee should not be compared directly to estimates
published earlier: (1) Components of the proposed Family Assistance Act have
varied as it has moved through the legislative process; (2) Estimating procedures

Most of the cost estimates are provided for FY 1071 rather than FY 1072, so that cn.
sistent estimates of the impact on State costs and caseloads can be presented. The StAte-by.
State figUreS require projections of current program costs and caseloads from the
Individual States to serve as benchmarks. These projections are presently available only
for FY 1071.
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are continually being updated and improved; and (8) Estimates of the costs of
welfare under present legislation have been increasing with more current reports
from the States.

All of these factors are relevant in reconciling the differences between esti-
mates appearing in the House Report and those recently presented to the Senate
Finance Committee. For example, the following table compares two estimates
of payments to families.

COMPARISON OF 2 ESTIMATES OF FISCAL YEAR 1971 COSTS OF PAYMENTS TO FAMILIES

[in billions)

Estimates appearing In--

Senate
committee House

print report Difference

Gross payments to families ........................................ $4. 1 $3.8 $0.3
Adjustment for Increasing unemployment ............................. 1..............-.1

Subtotal......... ... 4.2 3.8 .4
30-percent matching of State suppemental".. ........ " .. 8 .8 ..............

Total Federal cost of payments to families ...................... 5.0 4.6 .4
Federal share of AFDC payments ............................... -2.8 -2.5 -. 3

Costs of payments to families atlributab'e to H.R. 16311 ......... 2.2 2.1 ,1

I Gross payments are total payments to low-income families under pt. D.

The estimate of the total cost of payments to families increased by $400 million.
This Increase can be attributed to the use of more current data and Improved
estimating procedures as described in pages 17 through 22 of the Senate Coin-
mittee Print as well as certain proposed changes in the legislation although the
latter are less significant In explaining cost differences. (In fact, a good part of
the Increase derives from the adjustment in the CPS data that Is described on
page 22.) The striking thing about the table, however Is that the estimated net
cost is virtually the same. This is because the projection of Federal costs of
AFDO payments in FY 1071 has increased in the last. months. Both the projection
appearing In the House Report and its counterpart in the Senate Committee
Print were taken from what were then the latest available estimates from the
States.

As presently computed, estimates of gross payments to families are in no way
tied to projections of AFDO and do not change as the latter are updated. In
contrast, the estimated Federal share of adult category costs with the Adminis-
tration's proposals do change as projections of the current program are revised.
In the adult category, then, a change In the estimated net cost due to the
Administration's proposal was more offset by applying it to a more recent-and
higher-estimate of costs under current law. This is shown below.

COMPARISON OF 2 ESTIMATES OF 1971 COSTS OF PAYMENTS IN ADULT CATEGORIES

(In billions]

Estimates appearing In-

Senate
committee House

print report Difference

Additional cost due to proposed changes $............ !o.6 $0.7 -$0.1
Estimated cost u nde r cu rrent law ................................ 2.2 2.0 .2

Total cost .................................................. 2.8 2.7 .1

One objective of the preceding discussion has been to demonstrate that changes
in estimating procedures, conversions to more current data, and the use of up-
dated projections interact in different ways In determining the estimated net
costs of H.R. 16311. But beyond this, and as Indicated earlier, there have been
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changes In the proposed legislation which can also affect cost. Such changes can
cancel each other out in terms of their cost impact. For example, H.R. 16311, as
passed by the House, differs in several important ways from the Administration's
original proposal, but the costs remained the same.' This Is illustrated below.

NET COST COMPARISON: INITIAL ADMINISTRATION PROPOSALS VERSUS H.R. 16311

[In billions]

Estimated 1968 costs of-
Initial

administration
proposal H.R. 16311 Difference

Payments to families ........................................ $3.0 $2.6 -$0.4
Payments to States .......... ............................. .1 .4 .3
Increased c6sts of adult categlorles ............................ .4 .5 .1
Tralnin and day care ........................................ 6 .6 ................
Administration .............................................. 3 .3 ................

Total ............................................... 4. 4 4.4 0

Other than its proposals regarding food stamps, the revisions in 11.R. 16311
suggested by the Administration are far less significant than the kind of change
that produces the different figures shown above. Also, the proposed revisions
interact with one another so that their combined impact on costs is not simply
the algebraic sum of their individual impacts taken one at a time. Still further,
the changes were generally incorporated into the estimating procedures as these
were being revised and up-dated. For these two reasons, it is not easily possible
to quantify the precise extent to which the proposed revisions alone explain the
differences in cost estimates.

The difference in estimated costs of H.R. 16311 between those that appeared
In the House Report and those that are presently before the Senate Finance
Committee have understandably caused confusion. The preceding discussion has
attempted to show that no factor can alone explain the differences. A number
and variety of factors mfiust be considered including changes in data, improved
estimating procedures, and more current projections of current program costs,
as well as changes in the proposed legislation. Only the most thorough and time
consuming analysis coulh fully attribute'the exact impact on the cost estimates
to each single factor.

Senator I3YRD. Just one additional question. Mr. Dan Pettengill,
a noted insurance company executive and actuary, who has been on
a number of your advisory boards, has questioned the $5o-a-year cost
estimate for your health insurance plan for needy families.

He says the costs would be approximately $900 instead of $500.
Looking at the hart for Now York City, which has $1,153, would

that. indicate that perhaps, Mr. Pettengill is closer in his estimates
than, perhaps HOV 'has been?

Secretary iIOHARDSON. Well, the key- question here, Senator-
and I think this is very useful to have th'is point brought out-is the
question of th scope of coverage. Of course, a combination of the
benefits available to a, family will determine the premium.

The $1,153 in New York State buys a lot of medical care, substan-
tially above, for example, the scope of the benefits provided underthe medicare part A program alone, and is -way above the average
level covered by medicaid in most other States.

'T~he $500 premium that we suggested as an illustrative figure would
be above the figure for medicaid in all but a very few States today.

Page 43 of the House Report contains a discussion of these changes.
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So the question is where, given available Federal funds, and in the
light of what other means th-ere are to supplement the basic Federal
health insurance coverage, is a fair point at which to decide this
much should be covered tinder a Federal program, and the rest
should be covered in some other way.

It is possible in Now York State, for example, that Xew York
would supplement the Federal program. As it is now, of course, that
$1,153 figure is a combined Federal-State figure, and it is possible
that the State would supplement the basic Federal medical coverage
in the same way they would be required to supplement the basic
income maintenance coverage.

It has been pointed out to me that of that $1,153 figure in New
York, the Federal share is $577. So to protect nationwide a $500 figure
per family seems, for the present, a fair average figure to use for basic
Federal coverage.

Senator BYRD. Your program would be considerably less extensive
in scope than the New York plan, I assume ?.

Secretary RImHnDSONx. The basic minimum coverage provided
with Feleral funds alone would be, yes.

Senator BmND. Thank you, Mr. Secretary.
Thank you, Mr. Chairman.
The CHAIRAN. Mi. Secretary, I believe you were not scheduled

to be present tomorrow. I personally had planned to be out of town
tomorrow, myself, so unless there is objection from the committee I
am going to suggest that we stand in adjourment until Tuesday.

Secretary RICHARDSON. Do I understand Mr. Chairman, would
? yoiu be pjla;i ugjt to resume with the subject of services amendments or
to continue wvith-

'I The CHAIRMAN. I would think we would go to services amendments
unless someone cares to enter into further discussion on this.

Senator CURTIS. I have a few questions on this, but I do not care
about the order.

-Senator WILLTAMS. It won't take long to clear this up. Even if it
does, then we will proceed the other way.

Secretary RICHARDSON. All right. Thank you very much.
(Thereupon, at 1 p.m. the hearing recessed, to reconvene on Tuesday,

July 28,1970, at 10 a.m.)





THE FAMILY ASSISTANCE ACT OF 1970

TUESDAY, JULY 28, 1970

U.S. SENAE,
CommrrrnE oNxIANE

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

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

Present: Senators Long. Anderson, Talmadge Hlartke, Harris
Byrd, Jr., of Virginia, Williams of Delaware, durtis, Miller, and
Hansen,

RECENT COURT DECISIONS AND THE RAPID OROWTI OF AFDO PROGRAm

The ChIAIRMAN. The hearing will come to order.
Mr. Secretary, I am very much interested in understanding why we

have experienced such a rapid growth in the AFDC program. It has
been my impression that court decisions have been playing a major
role in this. The report. of the presentation made by your Department,
for the record, for the House Appropriations Committee supports this
impression.

n ages 54 and 55 of that hearing, it is stated that the decision of
the U.S. Supreme Court prohibiting d-uration of residence requirements
has already affected case loads. Forty States at the time of the issuance
of the decision had some form of duration of residence requirement.
The removal of residence requirements may have added about 150,000
in AFDC and 20,000 in the adult program.

In regard to the Supreme Court decision in the man in the house,
you stated: The man in the home decision following King v. Smith has
had some impact on the caseload. At the time of the decision, June 17,
1968, there were 20 States that had a man in the home statute or
administrative regulations which were affected by this decision. It is
estimated that about 365,000 assistance recipients may be added.

Mr. Secretary, how would you assess the impact of these and othercourt decisions on the caseload? Would you say the court decisions
might represent the single major cause of the increase in loads in these
decisions?

For example, I understand that AFDC had 8,376,000 recipients in
February, 1970 and 7,645,000 in 1969, an increase of 4i1,000.

(553)
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STATEMENT OF HON. ELLIOT L. RICHARDSON, SECRETARY OF
HEALTH, EDUCATION, AND WELFARE, ACCOMPANIED BY ROB-
ERT PATRICELLI, DEPUTY UNDER SECRETARY FOR POLICY,
HOWARD A. COHEN, DEPUTY ASSISTANT SECRETARY FOR WEL-
FARE LEGISLATION, STEPHEN P. SIMONDS, COMMISSIONER,
COMMUNITY SERVICES ADMINISTRATION, SOCIAL AND REHABIL-
ITATION SERVICE, AND CHARLES E. HAWKINS, SPECIAL ASSIST-
ANT TO THE ADMINISTRATOR FOR LEGISLATIVE AFFAIRS,
SOCIAL AND REHABILITATION SERVICE

Secretary RIcARDSON,. Certainly, this has been a very significant
factor, Mr. Chairman. The figures you just gave, for example, which
touch on the impact of the "man-in-the-house" decisions, suggest that
some 365,000 recipients may be added because of them. They suggest
that the court decisions are a very major factor. I am not certain that
I could say that this is the single most important factor.

The number of eligible families has increased and a part of the
growth is certainly attributable to that. Another part of the growth
is attributable to a more active effort by various people and organiza-
tions to create awareness of the terms of eligibility. Families who were
not aware that they were eligible for benefits have been applying. But
I think it is fair to say that a large part of the increase is attributable
to the court decisions.

WORK INCENTIVFS

The CHAIRMAN. Now, Mr. Secretary, I was just looking at this
chart. It indicates that with zero earnings, in New York State, a
four-person family-that would be a mother with three children-
would have a total of $6,210 of income if you includes total net money
and in-kind assistance such as public housing, food stamps, as well
as medicaid payments. Now, if we were trying to phase that out
over-by reducing the person s welfare by $1 for every $2 earned, and
that would be the same effect of the 50-percent tax rate, simple
arithmetic would indicate to me that that person would have to be
Making $12,420 a year in income to phase that much assistance out.
In other words, she would have to be making $12,000 a year in income
to phase out that much assistance if you are phasing oiut by reducing
benefits $1 for every $2 earned, would she not I

Secretary RICHARDSON. Yes, she would, Mr. Chairman. And this
illustrates very vividly the point I was trying to make the other
day with respect to the problem of raising the break-even point, if an
effective 50-percent tax rate is applied to the whole combination of
benefits, income, and in-kind. This is why, in turn, when we sought to
eliminate the disincentives reflected in the income notches, which
result when a family crosses a particular eligibility threshold, the
only way we could do it without raising the break-even point in the
light of all these benefits was to reduce the aggregate percentage of
earnings retained.

And this was why, in turn, I also pointed out that a distinction
should be made between the break-even point and the incentive rato
that applies to cash and food stamps--a cash equivalent--on the one
hand and those that apply to in-kind benefits on the other.
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WORK TRAINIO PROGRAMS

The CAIRMAN. Well, the impressions of those who have worked
in this area, in connection with the work incentive program that is
conveyed to me, and the others, has been that if the person will take
training and stay with it and follow through, they will achieve em-
ployment that will take them off welfare and make them a citizen

saying their own way in society and earning enough that they can0'it.
Now, a bi problem is that people start out and then take the train-

ing for a while and then drop out of it. At least, that is what the
people who seem to know the most about the program tell me. It
causes me to ask the question whether this program is not freezing
into effect a lot of defects of the old program by providing too big
an incentive for'people not to stay within the training but to find some
excuse to drop out of the program because they have so much avail-
able to them when they quit working.

Secretary RCmARnSOX. We think, Mr. Chairman, that the total
program before you will be more effective in encouraging people to
take jobs and stay with them than-the program, we have had in the
past.. One important change is that referral to training would no
longer be a matter for the determination of the local ublic welfare
office. Instead, everyone, except those in clearly defined exempt cate-
gories, would be required to register in the first place, and then it
would become the responsibility of State employment services, work-
ing with the Department. of TAbor to make training available to
registrants. If a registrant refused to accept this training, he would
be subject to penalty provisions. He would also be subject to penalty
if, without justification, he dropped out of the program, or if when
he completed it, he refused to take an available job.

We think that if you put these several things togethr--first, the
requirement of registration; second, the requirement of accepting train-
ing; and third, the requirement, of taking a job when the training is
coiplete-secured by the penalty provisions for failing to do any
of these things witliut justification, we think that the family assist-
ance plan would provide a considerably more effective series of in-
ducements and opportunities for work than the present system does.
I should also mention the day care provisions here: they are designed
to make it easier for a mother with school-age children in the home
to take a job.

One more feature of the plan applies here. That is the provision
of vocational rehabilitation for the handicapped persons who could,
through rehabilitative servicesm, be enabled to qualify for training and
employment. Here again, if it is determined that an individual could
benefit from such services and refused to accept services offered him,
the 1,enaltv provisions would attach.

The CilA'IRMA. Well, Mr. Secretary,- you perhaps know that I have
labored long in this vineyard trying t'o fAnd ways to put a lot of these
peoI)le to work for their own benefit and for the good of society. 'Much
of my efforts have been pretty well thwarted by Mr. Wiley's national
welfare rights group. They were quoted in the press as saying that
if people would just let tlem help, they can show those people how
they can avoid going to work until hell freezes over. Now, in New
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York State they have pretty well put that attitude into effect. They
try to contend that they can show anybody how he can avoid forever
going to work if he is on welfare, especially if it is a welfare mother.
So far, they appear to be very successful at that.

When you are confronted with those kinds of militant organizations
who are determined that those people will not go to work and are
determined to show them how not to go to work and provide them
with that kind of individual and political leadership, as they have
done so effectively in New York State, how do you propose to get them
to work when we have not been able to require them to work under the
existing program?

REGISTRATION REQUIREMENT

Secretary RmHARDSON. I think the key here, Mr. Chairman, is the
registration requirement. As the present work in6entive program
operates, as I understand it the Labor Department does not have anopportunity to provide training or to look for a job for a welfare
recipient unless the recipient is referred to the training program.
And the referrals in New York City, particularly, have included a
ver snall proportion of mothers of School-age children.

Under the family assistance plan, those mothers would have to
register-unless they were physically incapacitated or they had pre-
school children in the home. Once'they had registered, then the rest
of the program would be brought to bear, including training programs
and the computerized job bank facilities of the Department of Labor.

REFUSAL. TO ACCEPT WORK OR TRAINING

The CHAIRMAN. Mr. Secretary, it seems to me that a logical applica-
tion of the principles that you and I both seem to believe in would
suggest that where there is a child requiring support, we would be
willing to subsidize either the mother or the father if he is willing to
identify himself or someone who is willing to take the place of the
father to help support that family. In many instances it being more
desirable to subsidize a male in employment that to subsidize the
female. But in any event, we would be willing to subsidize somebody
if somebody wouil then be willing to go to work to help improve their
situation.

But it does dismay me to see how utterly we have failed in spite of
my best efforts. I must admit that I have been frustrated by some oftlose who Would contend that it is voluntary for a person to go to
work when they have the choice of living on public welfare.

But I would want to see how we are going to get these people
working. That is the suggestion in this program, and we are seeking
charts here, to indicate that they would not be keeping but about
$1 out of $6 they are making. So unless we can demonstrate here
that we have an incentive for those people to Work, I think we are just
misleading the public, to say that a mere registration means they are
going to work.

For example, in material that your Department submitted in
answer to a question that Senator Talmadge asked at the April
hearing, the Department shows that 1,513 people were referred by
the Lab or Department back to the welfare agency in the April and
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June 1969 quarter because of refusal without good cause to accept
work or training. in the July to September quarter of 1969, the figure
was 1,183. Yet on another table you submitted, you show only 22 cases
closed between August and December 1969, because of refusal without
good cause to accept work or training.

Why are only 22 cases, approximately 2 percent, cut off when 1,000
refuse to work or participate in training?

Secretary RICHARDSON. I would have to ask Mr. Hawkins if he
can answer that question, Mr. Chairman.

fr. -AwKIxS. Senator Long, we hav e attempted to secure data on
this. Most of those cases are in the State of Galifornia. There has
been an argument since the beginning of the WIN program there
between the employment ageny and the public welfare agency as to
whether the cases you mentioned were properly classified statistically.

Some of them have not been closed, but the State cannot tell us how
many have and'how miny have not. Wherever they agree with the
employment serve's classification that refusal without good cause
was present, they state that they have closed the cases. But they cannot
give us numbers on them. Something like two-thirds of the cases in
those numbers you cite are. California cases.

The CHAIR3MAN. Well, we did not intend for HEW to second-guess
Labor on what was a good cause for turning down employment.

Now, apparently, you are doing that, are you not? in other words,
to continue these people on the welfare rolls' after Labor refers them
back to you would have to mean to me that you are second-guessing the
Labor Depart ment. They are saying these people should be working
and you are saying, well, notwithstanding that we will pay them the
welfare benefits anyway.

Mr. HAwKIN s. We are sure that the question is one of statistical
classification, and not of any difference as to facts.

Secretary RICHARDSON. In any case, Mr. Chairman, the family
assistance-

The CHAIRMAN. Well, can I understand this? lAbor says, there is
the job, there is the training spot. The guy said, I am not going to
work. Now you continue him on welfare anyway. Wlat in the devil
is statistical about that?

Mr. HAWKINS. There would be nothing statistical about that. Pre-
sumably, that case has been closed, Mr. Chairman.

The CHArInsrAx. That is not according to the information I ani
getting here. Maybe you want to see what comparison you can make.
It seems to me that in cases where the Labor Departnent is doing
their job, welfare is not doing theirs.

Secretary RICHARDSON. Mr. Chairman, I think that the explanation
may be that in these cases-fand I cannot answer in statistical terms-
as the work incentive program was set up, an opportunity remained
for the local welfare department to determine the question of whether
the job that the local employment service found for the individual
was appropriate or whether the individual was appropriate for the
job.

Thus, the local welfare department could overrule the employment
service. As we have written the family assistance legislation, this
determination would wholly be in the" control of the employment
service and the Labor Department people.
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The CHAm 1IA. Well, now, here is the very laiiguage provided us
byyou:

These are cases closed because of refusal without good cause to accept work
or training.

A mere 22 cases closed. Mind you, they are supposed to accept
training or work and th6, are referred back because of refusal to
accept either one. And of all of these being turned back, only 22 of them
are closed. That I find difficult to understand.

Secretary RIHrAnDSOx. In some cases-apparently it does not
appear in these figures in what proportion of the families-in which
there was a refusal to work, a benefit reduction,as distingu ished from
a closing of the case entirely, was made. In these cases the family, or
the children, would have been continued on the roster of reelpients.It any event, insofar as the problem Mr. Hawkins descri ma
have been one of disagreement between the employment service people
and the welfare people, we would avoid it in the future by making
the determination that there has been a refusal to take an available
job without good cause, a determination under the control of the em-
Sployment people. If that determination is made against the registrant,
the reduction in benefits resulting from cut-off of that individual would
be final; no intervention by the welfare authorities would be possible.

The CHAIRMAN. Now, you give us the information that you have,
statistical and otherwise on the number of cases in which the pay-
ments have been cut off insofar as the parent was concerned but not
insofar as the children were concerned. As I understand it, where this
parent refuses to accept work even under what you are wpoposing
here they can still draw the money that would be attributable to the
child's part, even though the parent can proceed then to live* on the
money that would be paid for three, four, or five children. Is that
correct?

Seoretary RICHARDSON. Yes, that is true Mr. Chairman, but I think
an additional point here needs to be clearly understood. That is that
if a parent who is required to register for work does not take an avail-
able job-refuses without good cause to do so-not only is the family
penalized by the loss of $500 in cash benefits, but also that individual
may be bypassed in the payment of the remainder of the funds.
If he is a member of a family with both father and mother in the
home and the father refuses to take the job, the benefit less $500 is
paid to the mother. If the family is female-headed an appropriate
Person other than the mother may be named to handle the money
for the children.

In addition, in the ease of the family with father and mother both
in the home in which the father refuses to accept an available job
Without gocl cause and $500 is consequently deducted from the fain-
ily's benefit, the registration requirement attaches to the mother.
She has to register and thm same process applies to her.

This is what seems to us the most that could be done effectively to
apply penalties without harming the children themselves.

The CIAIRMIAN. Now, if one of those parents has an income that is
supplemented, either by selling lottery tickets, selling marihuana
peddling dope or burglarizing or engaging in some other kind ol
criminal activity, then theoretically, at least, we would not know
about income. If they had to go to work full time, the time they would
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spend working would have to be taken from the time that they would
otherwise use to engage in crime. That being the case, then that would
be a further negative factor, or further work disincentive, would it
notV

Secretary RICHAMSON. You inean it would be a work disincentive
for the individual; he would want to lose the job so he could go back to
his dope peddling or burglarizing ?

I suppose that is true.
The CHAIRMAN. Yes, if he is working 8 hours a day, there is that

much of his working day that is not avai able to him to sell marihuana,
peddle dope, burglarize, or mug somebody.

Secretary RiOHARDSON. Yes.
Well, the positive side of that is that if we can use the whole system

here, including the job training and so on, and finding the job to get
him to work, that reduces his available time. It may be that lie willlook for a way of getting out of the job. Here we have, I think, to rely
on the administration of the program by the employment service ina way that willin due course determnine'this fellow as deadbeat, in
which case lie gets cut out, It may be necessary to determine at that
point that he is not a suitable head of the family at all, which would,
of course, at that point also bring to bear the various kids of service,
including child placement or foster home services, that are the subject
of our other provisions before you.

The CHAIRMAN. Mr. Secretary, the thought that is occurring to
me, and maybe we can work something out along this line-maybe
we cannot-is that we might be a lot better off to provide that these
people are just not eligible for welfare payments if they are able
bodied and capable of working. We ought to provide enough subsidy
for the jobs so that we could say, all right, there is the variety of
jobs and there are some training slots available to you. My best im-
pression is that in any rural area, there is a multitude of jobs. The
average farmer is crying that he cannot get farm labor, for example,
and the average filling station operator is crying that lie cannot find
any help to help him operate the filling station. If we said-and you
have goodness knows how many housewives, some of whom are work-
ing, who are seeking to find someone to help them with domestic work.
It seems to me that if we said, well, now, here are a great variety of
things that you can do to make a living. If there are jobs available in
the area, and a particular variety of jobs-more than one and more
than one kind-under those circumstances, we just do not pay welfare
payments if these people will not work.

Now, of course we have to provide the day care for these mothers.
But if we had the day care available to them, why should we not
say that there are training opportunities and there are work oppor-
tunities available to you and if you do not take them, you are not
eligible-not only you, but the children are not-none of you.

'Secretary R1olIADSO. Well, I think we do say most of this to the
person who is required to register for work andm refuses to take the
job. We do say,-you are not eligible, you are cut out of the system, the
total amount payable to the family is reduced by $500, and the money
that is paid to the rest of the family bypasses you. We have not felt
that we could take the additional step that you have just suggested,
of cutting out the whole family, because we have thought tliat this
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would penalize children whose father's or mother's refusal to work
is not their fault. If we did not continue to count them as eligible,
we would have to think in terms of the much more expensive alter-
natives of institutionalizing them. This is why we think we have gone
as far as we can in terms of the sanctions imposed for refusal to work.

Senator TALMADOE. Would the chairman yield at that point?
The CHAIRMAN. Yes,
Senator TALMADOE. Mr. Secretary, looking at the New York situa-

tion over there, the total available amount of money and services in
kind would amount to $6,210.

If you cut off the $500 that would still leave $5,710 remaining for
that family without working or registering. You do not have much
incentive under those circumstances.

I thank the chairman,
Secretary RIciiARDSON. A lot of that money comes under the State

supplement, and some of it is in-kind benefitS.
The States in these circumstances, would cut off the individual who

had refused to work in determining the amount of the State supple-
ment for that family. The remaining amount of benefits would be
determined by the number of dependent children in the family. Let
me state that the benefit figure of $6,210 you cite does not take into
consideration the administration's proposals relating to housing and
food stamps. Including all the administration's proposals, the bene-fit level in New York would be $4,264 if medical insurance premium
value is included as part of family income and $5,253 if housing
is included.

Senator HANSEN. Mr. Chairman, would you yield at that point?
The CHAIRMAN. Yes.
Senator HANSEN. Mr. Secretary, if I understood you correctly, I

believe you said that those total benefits which, in the example that
Senator Talmadge cited, would amount-I mean cash payments and
in-kind payments-to a total of $5,710 in the event a person refused
to register either for work or for a training program-a female-
headed family of four in New York City. You said, if I understood

t you, that the State would-did you say would cut off its payments, its
$ 42,156 State supplement, too?

Secretary RLOHAMDSON. Under our bill, the State would be required
to cut off that individual in determining family eligibility; a
proportional reduction would be made in the State supplement of

Senator HANSEN. I want to be certain on this point. Let us say in
New York City, in this illustration, if the person, the welfare recipient,
refused to register, either for work or for a work training program,
that your bil would require the State of New York to discontinue in
its entirety the $2,156 State supplemental payment?

Secretary RIIIARDSON. No, Senator.
Senator HANSEN. What did you say?
Secretary RicIiADSoN. I am sorry. I do not think 1 said that. I

meant that it would reduce the State supplement.
Senator HAxNSF.. By what amount?
Secretary R1clcIARDsoN. By the amount attributable to one person

in the family.
Senator %ILLIAMS. How much ?
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Secretary RICHARDSON. I do not know what the specific dollar
amount would be in New York. Of course, it would depend on how the
State figured the $2,156.

Senator HANSEN. It is your regulation, is it not? Are you not
proposing this requirement?

Secretary RICHARDsoN. We are proposing the requirement that
they reduce it.

Senator HAxsiFN. By what amount?
-Secretary RICHARDSON,. Well, it is by the amount of the State

supplement that is attributable to that individual member of the
family. A four-member family would have its benefits reduced to
those of a three-person family. But whether they would be reduced
by one-quarter of the previous benefits or by a larger proportional
amount, I do not know.

Senator WILLIAMS. Would the Senator yield?
Senator HANSEN. Yes.
Senator VILIAMS. Our staff says New York would reduce it, by

their figures, $124. That is assuming that the Federal would reduce
theirs by $500. That would be a total of $624 reduction. 'hat is under
the -House bill.

Now, do you accept those figures or do you have different figures?
Secretary RicHAtR)SON. I have, no comparable figures here, Senator.

I will have to ask that they be checked to see if they are correct.
It sounds as if the State benefit was recalculated on the basis of an

$1,100 income wider the FAP benefit, rather than a determination
made based on a reduction in family size to three. But I will need
to heck this.

The CHAIRMAN. Well, Mr. Secretary, before we find ourselves in
a position that one out of eight in this country are on public welfare,
even in-times where you have jobs going begging all over this whole
Nation, it does make me wonder how we ever got by without having
all these people on welfare to begin with.

PATERNAL SUPPO1Tr PAYMENTS

Now, I do not know how they did up in Massachusetts, but certain
things do occur to me. For one thing, the situation here makes it very
desirable for a lot of men to refuse. to recognize their own children
and for a lot of women to cooperate in not identifying those fathers.
Now, that is happening, so far as I am able to determine, I would like
to know if you are aware that that is happening under this program?

Secretary RICHARDSON. I believe it is, sir. We have no adequate
statistical measure, of this for obvious reasons, but I am sure it
is happening.

The CHAIRMAN. The old-fashioned way of handling that back
before we had this Welfare program, was to require that father to
help support those children. If le would not pay for the support of
the children, then the mother would have a suit filed to require him
to help support his children. If lie refused to work to help support
them, and refused to pay any alimony for lack of any better remedy,
you would then put that father in jail. It was not all that comforta-
ble sitting around in jail, so someone would put him out there working

44-527-70-pt. 2-12
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on a hard rockpile, if need be, to provide some incentive to go to
work.

How did you do it in Massachusetts?
Secretary RICIARDSON. In Massachusetts, if we can find the father,

we requirehim to contribute to the support of his family. Usually this
is an amount determined in support proceedings in court. The court
orders him to make these payments. If lie is employed, his wages are
attached to provide the money. If lie refuses to obey the order of the
court, he can be found in contempt of the court. And at that point, he
can be 'ailed as a result of recalcitrance in refusing to do what lie is
ordered to do.

The problem, of course, in the first instance, is finding him. And, as
your questions brought out the other day, we have in this bill tried
to strengthen the means of doingthis, as well as to bring to beat the
means of reaching any Federal funds that may be due the deserting
father.

At any rate, I would just say this, Mr. Chairman: I do not think
there is any disagreement between us on the importance of creating
work incentives as strong as we can devise. I do not think there is any
disagreement between us on the desirability of reaching the fathers
who should be responsible for the support of their families and making
them pay what they owe their wives and children.

I do not think there is any disagreement between us on the
desirability of having the reduction of payments apply to the State
supplement as well as the Federal benefits.

I think beyond this, the question is whether this committee feels
that provisions we have in the program are as effective as they can
be along these lines, taking into account the welfare of children and
the question of how far we can appropriately go in enforcing sanctions.

But these are things on which we will want to work very closely
with you as you get to the stage of making specific amendments to
the bill.

WORK INCENTIVES

Tlhe CHA1RMAN. I just want to wind up my part, Mr. Secretary, by
making this clear: I favor helping all poor people who are willing to
help themselves. But I very much fear what happens when -eprovide
far too generously for those who, for their own reasons, deciuen to do
something for societV in return for what society is doing for them.

Now, under this bill, 35 percent of the entire population of the State
of Mississippi would be drawing welfare payments from the Federal
Government. Notwithstanding that, I do not see any enthusiasm
coming from Mississippi for this program. The reason is that those
people representing Mississippi, representing these very people here
who theoretically will benefit, fear that they are going to have grave
difficulty ever getting people to work in Mississippi once one-third of
the whole population is on welfare with the rest of them saying. why
do we not quit work and go on welfare, toot So this type of thing is
wrong with a lot of people who in effect would be benefciaries of it.

Secretary XRICHARDSON. I think I ought to emphasize that most of
the people who would be made eligible, in Mississippi are families with
a working father who is- now earning a very low-cash income.

As wage levels increase, as the economy of the area improves, the
proportion of families on the rolls will go down. This is why we show
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in our projections a declining number of people receiving Family
Assistance Plan benefits.

The question as to Mississippi or any other State with a large pro-
portion of low-income people is really the one we dealt with in the
beginning: on balance, is it better to aid the families of the working
poor, or is it better to perpetuate a situation in which the father has
to be out of work, or out of the house, before his wife and children
can get any benefits?

We think that we are more likely to encourage people to work in
the long run if we eliminate that-discrimination between the families
of the working poor and the families in which on one is working, or
which have no father. This is why we haveproposed a program that
has a minimum benefit level for a family of four of $1,600, which is
what would apply to most of the families we are talking about in
Mississippi, since they would not receive any State supplement, for
they are not on AFDC now.

'The CHA-IAN. Senator-Williams?
Senator WILLIAM3.S. Mr. Secretary, speaking of work incentives, and

we are all for that, as the Chairinan pointed out, I am interested in
this chart that we have over hero which is the amended version of
H.R. 16311, as amended by your Department.

Now, just to'pick up where we left off the other day, the $7,000 man
has a total of $6 209 total benefits. That is money and in-kind. Now,
under this bill, we have a training program and a, motive to these
men to improve their positions in life wherever they may be.

Now if that man improves his talents and can persuade his boss to
raise his salary t-o$8,000, he gets $6,781, or an increase of about $572.
But on the other hand, if he can persuade his boss to think he is a little
less competent than he was and get a reduction in his salary to $6,000
lie can get an increase in his income of $1,300 because le gets $7,512.
In other words, he gets $1,303 increase in his net expendable income,
including medicare and so forth, if le can get a reduction in salary,
whereas he only gets $500 increase if he gets an increase in salary.

Now, that is a-little hard for some of us to understand. Maybe you
want to explain it.

If I might add, it was called to my attention particularly, and we
mentioned-this before, that this letter carrier in New York, with a
family of four, who is supporting his family, has an income of $6,781.
Out, of that, he has to pay his own medical insurance, whereas the wel-
fare recipient with a family of four earning $2,000 has a net of $6,044,
$163 mor on welfare than lie does carrying the mail. Where are these
incentives and how do you justify that?

Secretary RICHARDSON. Senator Williams, I think several comments
need to be made in response to your statement. I would emphasize again
that the chart applies to female-headed families. Second, the benefit
scales involved here are those which apply in New York City, which
had pretty high benefit levels for AF C, as shown by the tact that
even if this female-headed family of four has an income of $6,000, it
still receives $459 under the State supplement program.

I would also point out that at that income level, the family would be
entitled, on an average basis for such families, t, $1,153 worth of
medical payments to hospitals, doctors, and so on. But this is an aver-
age benefit which is paid to vendors of medical services: it does not go
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to the family, and does not represent cash income available to the
family. That total amount, however, is cut off at the next income level,
$7,000.

The family would also be elgiblo for a $315 family housing bonus,
which represents, in effect, the difference in the rental they would be
paying in subsidized housing from the rental they would pay in equiv-
alent housing outside a housing project. The proportion of families
who would get that benefit, of course, is rather low.

In any event, we would strongly agree that the $1,300 drop that. is
shown on that chart-even considering that average medical benefits
are not. paid to the family-consitutes a serious disincentive, and this is
why we have eliminated it in the recommendations we made. This can
be seen in the tables which include the proposed changes in the food
stamp and health programs.

Senator, WILLIAMs. Just a minute, before you get to that: To what
extent have you eliminated it? And this is the revision here. What is
this, an amended amended version, or something we have not gotten
before the committee?

As I understand it, the chart that we were talking about--not the
one that you are pointing to, but the one we were talking about-could
we move it over here so it can be seen, too-is the amended version which
is before the committee and submitted by you after the revisions, is that
not correctI

These statistics these $6,209 to a $7,000 man is based on the assump-
tion that we would approve this bill as you send it down to us with
the House changes. Is that not correct?

Secretary RoIlAiiosoN. Yes. The chart we have just been talking
about?

Senator WVILLIANCS. That is correct.
Secretary RICHARDSON. Yes.
Senator WILLIAIS. Now, you go ahead and describe this next chart.

But you have not eliminatedit in this chart here that. we have before
us. If we go back for a moment and look at the cash items alone. Forget
the medicare. The woman in New York with $6,000 has food stamps
and cash, which are the equivalent of cash, of $6,044. If he gets a $1,000
raise or works a little overtime and earns $1,000 more, lie ends up with
$15 less, even on that, plus his lossof medicaid and a loss on part of his
housing.

Is thatnot true?
Secretary RICHARDSON. Yes.
Senator NIVLIA20Ms. Now, what is this next chart?
Secretary RIOoA)SO, . The question then is what are the differences

between the charts, isn't that right ?
Senator VILLIAMS. Well, yes, and what that represents. That is

something that is coming down out of the blue yonder next year, is
that correct?

Secretary RIO1iAUDSOX. Well, not all of it; no Senator. The only
thing that is coming next year is the family health insurance, plan.

As you see, the major difference between the two charts is in the dol-
lars shown for medical insurance bonus. In the first chart, it is a con-
stant amount of $1b3 upto an earned income of $6,000, and is sharply
cut off a after $6,000.
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Now, in the second chart, what we see is a declining medical insur-
ance bonus, so that as earned income goes up, the medical insurance
bonus goes down, although the medical insurance coverage of the fam-
ily remains the same. This was done in order to eliminate the sharp
cutoff shown in the earlier chart. This will require new legislation
which we plan to submit to the Congress next'February.

The other change is the change in the food stamp bonus, which as
you see, cuts off when the family receives income of roughly $4,200.

So these two thin, taken together, eliminate the notch that you
pointed out- for the family on the earlier chart. The result is a faIrly
shallow rise in total income. But there is no point at which the family
gets less income when it earns more than it had before.

Senator W A3-81S. Well, I would like you to leave that up for a
moment. I like that shallow water but I do not want to get drowned
in it.

Now, just so that we understand each other, it is the administra-
tion's plan, that we will cut off the food stamps and surplus food in
New York City for anyone who is earning any money whatever, is
that correct?

Secretary R1IoIARDsoN. No, it is not a question of whether they are
earning any money.

Senator WILLAMS. Well, that is a zero, and if they earn $720-
if they are earning nothing under this plan, as I read this chat-and
you correct me if I am reading it wrong-they would get $154 in food
stamps. If they earn $720, they get zero, or anything above.

Now, is that the plan and does that cover food stamps and surplus
food both, in that column?

Secretary RICHARDSON. Yes.
Senator WILLIAMS. Wellk then, it is a correct conclusion that your

plan is to cut off surplus food and the benefit of the food stamps to
anyone in New York who has any earnings whatsoever, is that correct?

secretary RICAR SO N. This is true of female-headed families, Sen-
ator. Male-headed families could be earning up to $4,200 and still re-
ceive food stamps in New York.

Senator WILLTA-3'S. Well, it was your predecessor's suggestion to use
fenale-headed families and I am going to ask you to compare the
same charts with male-headed families, because _I would like to see
how that works. It. may be better. So I will put that request now for
similar charts on the same States for male-headed families of four,
so maybe that eliminates all the problem and maybe all we have to do
is find the male.*

But on the female-lieaded families, the food stamps are going to be
eliminated-is that a correct analysis of that chart-next year?

Secretary RimCIrI.Dsox. When income reaches $4,200, the family
would no longer reAceive any food stamp bonus. .

Senator WILLAMS. IeVl, that is income-that is your earnings over

a year, and as I grither food stamps would be eliminated because even
with $720 net income under this bill, lie would automatically have
$4,476 expendable cash income on a $720 earnings; is that correct?

*Tables 1.2 1234ff, show combined benefits under selected income-tested

programs for mae.headed familes in 4 cities, using (1) current law, (2) Administration's
une Revisions of Family Assistance, end (8) Amended Family Assistance and housing

with current law food and Medicaid.
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Secretary iICliRDSON. Yes; she would.
Senator )rIJ.TIAMS. She. Now, another point that I am very much

interested in is the medical insurance benefits. This is Government
cost, on this chart, I guess, is that correct?

Secretary ' iRiRDsox. Yes.
Senator'WAV1 ajMs. Now, you are going to reduce the Government

costs on medicaid to $354 and graduate it down $800?
Secretary RiCIARDSON. At- the income level of $3,766; yes. The

premium value, would be $500.
Seat' WVI LIA-3Is. Now, over on this chart in the middle, as I un-

derstand, the average medicaid benefits that are being paid to families
of this type now is currently $1,154. Is that correct?

Secretary RICHARDSON. 'that is an approximate figure; yes.
Senator WILLIAMNs. Does that mean what medicaid benefits that this

family is now getting are going to be taken away from them? I think
we agreed you are going to cut out the medicaidI benefits from $1,153
down to $354, ano $800 cut for no earnings, and a man loses medicaid
benefits as indicated. What is lie getting today that he will not get
when this new plan goes into effect?

Secretary RICHMARDSON. Well, I think it needs to be pointed out,
Senator, that the $1,154 average medicaid payment to an AFDC fai-
ily of four is a combination of 50 percent Federal and 50 percent State
money. The medical insurance bonus we have shown in the second
chart is the amount of Federal money only. The average Federal share
in New York now is $577. And we would propose under our plan to
provide in effect basic health insurance of $500. This would cover
basic things. This gets to the direct question you asked, like how many
days of hospital care, what out-patient services, and physicians' ser-
vices, together with-

Senator WILLIAMs. I understand that.. Perhaps you misunderstood.
What does it eliminate from the present coverage-anything?

Secretal T RIGCHARDSON. Well, New York State has a very compre-
hensive medicaid program which covers drugs, eyeglasses, false teeth,
an indefinite number of days of hospital care, very comprehensive
nursing home services, and so on.

Our base Federal health insurance program would have limitations
on these things which the State might then be required to supplement.

T['his chart, it should be added, does not reflect whatever New York
State elected to do to build on the basic Federal coverage.

Senator WILLIAMS. I am still not clear on this.
Now, just take the party with $4,000 income. You are going to con-

tribute $8?
Secretary RICHARDSON. Yes.
Senator "sILiMs. Today you are contributing $576 or $577. And

you are going to give that man, as you say, r, $500 insurance policy at
F ederal expense-not give it to hiim, but thit is the gist of it. Andl he
is going to pay part of it. Where is he going to pay that? Is that going
to be deducted from this amount over here?

Secretary RICIIARDSOX. Yes.
Senator 'WLAIMA.s. For example, if you put $500 in that column in

medical insurance, and I understand that is theoretically what you
are putting in there, Federal, is that correct ?
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Secretary RIHAmsoX. Well, you can consider it as coming out of
the Federal pocket.

Senator Vt ILIAMNS. The FJ ederal Government and then if the StatI
matches it, it will be $1,000?

Secretary' RICHAnsoN. Yes.
Senator VILLIAMIS. We will forget the $153 for a moment. Where

does that $354 come from? Does it come as a deduction from the
$3,756? Does it mean they are going to get levs over here or are you
going to raise the left hand columnn so they will have enough to pay it,
or how are you going to adjust that?

Secretary RICHAnDSO.N. It comes out of te left hand columns: the
individual is paying an increasing share of the premium cost as his
earned income rises.

Senator WILIiA.!s. Do I understand-how much will come out of
that left hand colulnn of the $3,756 to cover that zero party, that is
getting-you carried over that?

Secretary RICHAnDSON. Yes.
Senator NVILIAAMs. How much?
Secretary RICHARDsoN. $146, I believe.
Senator WILLTA-31S. That with $146 less. The rest will be propor-

tionately less over the years is that correct?
Secretary RICHARDSO,. Yes.
Senator VILLIAMS. When you get down to $4,000, you should really

take off $500 over here, is that correct?
Secretary RiciAiiDsox. Well, no, the $500-
Senator uVI.LLTA-US. Well, you are giving him $8.
Mf r. PATRICELLI. If you subtract the cash from o.n column, Senator,

what you have to do is put $500 in the other col un. What we elected
to shov was the bonus, as we did with food stamps-

Senator WILLIAMS. I realize what you have elected to show. That is
the reason I am asking these questions. Assuming Congress passes this
bill, those who are in that income in New York City are going to
expect that they will start getting these cash payments over here on the
left,. Then, after they start getting them and 3 months later, Congress.
passes your medicaid revision as you have it in your mind-I do not
quite understand it, but I am sure you do. But assuming they pass it
in that manner, it means you will have to go back and reduce the
benefits they are then getting, is that correct? If it is, is it wise to start
a prograivth a higher cash payment than you or the administration
intends to continue beyond just u few months?

Secretary RICHARDsoN. I think it is important to identify the fact.
that there is an increasing .family contribution to the cost of health
insurance as earned income increases. I think it is important also to
make clear that the only other way to do this would involve a. perpetu-
ation of a work disincentive. But you are correct,, Senator, that if the
Congress enacts the family assistance plan now and later enacts the
family health insurance plan on the basis we have proposed it, the
result would be a proportional increase in cash contribution by the
family to health insurance coverage.

Senator WILLIAIS. In other words, if you do that, a man with
$4,000 would have approximately $5,081 instead of $5,587? $5,079, to
be exact, is that correct I
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Secretary RICHAnDSo . This is net here. The figures on that chart
are correct in the sense that the only health insurance figure shown
is the net bonus, after contributions. The cost to the family has already
been taken out of the cash income.

Senator WILLIAMS. Now, repeat that. I did not quite get it. You
say that it has already been taken out of the cash income? If it is, I
would like you to clarify that. .

Secretary RICiHARMso-N. My understanding, Senator, is that you have
in effect an amount paid by the family toward the cost of the health
insurance on the one side and an amount paid by the Government to-
ward the cost of the same coverage on the other. The net bonus to
the family is higher at lower income levels.

Senator' WILLIAM. Mr. Secretary, perhaps it is my inability to
understand figures. But over here on this chart in the middle where
you are still continuing the present medicaid program with benefits
of $1,153, you have in the fourth column the total money and cash in
kind thatgoes down the line.

Now, over on the chart where you are going to deduct from the cash
income the payments for the medicaid, you have those same identical
figures right down the line.

Now, my question is, and I want to get it straight, assuming that
Congress passes the family assistance plan as it is before us and it
goes into effect, these distributions start being made as would be
under this law. Then assuming that 3-months later they passed your
revised medicaid program or family medical insurance program.
whatever you call it, on the basis of the figures you have in the
chart. My question is, would it not result in a reduction in cash pay-
ments that were'then being sent out, or, as an alternative, Congress
or the administration would recommend an increase in the cash bene-
fits to offset it so it would come out with the same answer on the
ri git hand side of the column

secretary ]RICHARDSON. That is correct, Senator, it would have to
be deducted.

Senator WILLIAMS. it would '-vo to be deducted.
Now then, since we all like ei,,rts, would you put in the record, at

this point, the reductions that will be in theieneffts that are proposed
in the family assistance plan which you will recommend as a part of
the medical insurance, the cash reductions that you will recommend?

Secretary RIOHARDSO-N. We will do that, Senator.*
Senator WILLIA3Is. And also the record should be clear that in

addition to that., not only will there be reductions under this new plan,
conceivably, in the casl benefits, but the complete elimination of all
benefits as far as food stamps or surplus food in New York and we
are speaking of New York now. That would also be a part o the new
program.

As I understand it, that would be likewise a reduction in their ex-
pendable income unless there were some change made in the family
assistance rate. Is that true?

Secretary RICHIARDSO.K. Yes; although as I pointed out the other
day, New York State is adopting a food stamp plan in accordance

*The Department's response appears In appendix C, p. 1139ff.
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with the schedules which are presently in effect, as distinguished from
the commodities plan that they had before.

I think it also ought to be pointed out at this tino Senator that the
situation which applies in New York City is not typical o most of
the country; the New York medicaid program is very comprehensive
and very expensive. The $500 coverage that is contemplated under the
family health insurance plan would represent a substantial improve-
ment in medical insurance coverage in most parts of the country.

Senator WiLwMfs. Perhaps It would not, and I have not checked
every Statb, but I have on my own run these computations through
the four States that we were using as cases, and they would in three
of the four. It would not in Arizona, but three of the four would be
vitally affected in this and what we are saying would be applicable
to three out of four. go on a spot check basis, -75 percent. 1 am per-
fectly willing to run all the States, and I am sure the others will.

Secretary RICHARDSON. All except two States have medicaid
benefits.

Senator WILLIAMS. Except Arizona and Alaska.
Secretary RIIhARDSOX. Yes; the two exceptions are Arizona and

Alaska. But the net average medicaid benefit is substantially lower
in (almost all States than it is in New York. Consequently, the $500
coverage proposed in the family health insurance plan is greater by
that amount.

Senator WILLIAMs. Do you think that it is wise, because we are
dealing with people here who are needy-otherwise, they would not
be considering welfare--do you think it is wise for Congress, you
might say here before this election, to pass a family assistance plai
on the preinise that it is going to give benefits when you know you
expect to reduce them in a measure coming down immediately after
the new Congress convenes? Do you not think we ought to get these
benefits and get it clear where they belong if we are going to change
them in January or February next year?

Secretary RICHARDSON. Senator, this is a question that has come
up before, I think we do need to make a distinction between the
measures required to reform the welfare system and those necessary
for correcting inequities or disincentives that arise out of lack of
coordination and the difference in aims between the welfare system
and other forms of subsidy to poor families. We think that this con-
mittee can and should consider what needs to be done to reform the
welfare system in the light of the testimony and the data now before it.
Of course, the committee must keep in mind the interrelationships
between those considerations and other programs. I do not believe,
however, that the committee should delay action until all the other
corrective measures that may be needed have also been taken.

ELIMINATING CURRENT LAW INEQUITIES

Senator WILLIAMS. Speaking of reform, we all have agreed, and
that is why we are working on this, that the existing law does have
many gross inequities. We recognize that. But also, is it not true that
under the revision, with the grandfather clause that you recommended
the other day, not a single welfare recipient anywhere in America
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would lose any benefits under this plan as it is now-that he is now
getting if it is enacted ? Is that true?

Secretary RICHARDSON. It is true, Senator, that no one would lose
substantially.

Senator WIrIAMS. So we are freezing in all the inequities that are
in the existing program and then expanding beyond that. So when we
speak of correcting inequities in the existing program, we are not
really making a correction in the existing program, because we are
freezing the. existing program as it is and then expanding thereon.

Secretary RMolTAnsoN. I do not think that such a description is
accurate Senator. It is true for families currently on the rolls assuming
there is no change in their situation otherwise. But the primary ele-
ments of reform that are involved in the program are pertinent to
the chairman's questions of a short while ago. They include the
requirement of registration for work, the required acceptance of
training, and the obligation to accept an available job at prevailing
rates. These are significant elements of reform which are incorporated
in the plan.

The coverage of the working poor is another principal reform. The
recommendation to this committee embodied in the plan, calling for
treatment of families in which there is an unemployed father and
families in which there is a working father on an equal basis is a
reform that eliminates what otherwise is an inequity.

All of these, we think, are significant reforms even though their
effect does not have a radical impact on the particular level of benefits
individuals now receive.

Furthermore the way in which the total benefit is derived is sig-
nificantly changed. There would be a basic Federal floor on which the
State can supplement. The resulting benefit may come out to be the
same amount of money to an individual family, but we think the way
that this is done is an improvement.

Another significant reform is embodied in the change from the
current open-ended Federal obligation. The Federal Government, first
of all, pays the entire basic family assistance plan benefit. Addition-
ally, it would pay 80 percent of the State supplemental payment, but
only up to the poverty level. Under present law, we are obligated to
pay, on the average, 50 percent of whatever amount the State sets as
the total share for the AFDC family.

These are all significant reforms, we think, which are needed now.ho hope that this committee will agree with the House that they
should be enacted now.

DESERTING FATHERS

Senator WILLIAMS. Well, many of those that you discussed deal
with the administrative method of financing. But the Senator from
Louisiana, I think it was, made the question the other day that, just
using Noew York as an example, if a father became unemployed after
this bill was enacted and there were unemployed fathers, lie points
out that, as the staff has computed this, under the bill as passed by the
House, if this unemployed father with no earnings, if lie left the fam-
ily, they would reduce it by $624. But under the administration revi-
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.sion, if the unemployed father with no earnings deserts his family,
his wife and two children, they would increase their benefits $1,808.
In other words, there is a $1,800 premium in New York for family

,desertion.
Now, I wonder if that is, from a social standpoint, a step in the

right direction?
I shall repeat it: The family of four, with the father, the mother,

two children, and the father becomes unemployed after this bill is
-enacted, under the House bill, if he deserts the family, the reductions
which you outlined earlier would be $624. But they figure that under
your revision, your revised bill that was submitted the last time, this
family would gain tho $1,808, be $1,808 better off if the father deserted
the family than they would if he did not. Would you care to comment
on that,, and do youi think that is an advisable proposal, a step in the
right direction?

Secretary RICIARDSON. There are various alternatives, Senator
which we have very carefully examined and which are the subject o
the more detailed exposition I propose to offer to the committee in
explaining how we arrived at the position we have now. I would like
to -briefly outline it. We start out with a situation in which the family
with an unemployed father can get full AFDC benefits. This means
that he is considered unemployed even though lie may be actually
working as much as 35 hours a week. If he works 36 hours a week,
the family becomes totally disqualified from any benefits. You must
-conclude that the situation which exists now with the coverage of
uneml)loyed-father families in 'Ne.s York City is itself an inequitable
one. It ciates disincentives to full-time employment because the fain-
ily can lose all benefits if the father works an hour more.IA similar situation exists When there are two families side by side,
one with a father working 40 hours a week, the other with a father
wNorking 35 hours a week. The family with the. father working 40
hours a week gets no benefits at all. The family with the father work-
ing 35 hours or less may be covered by the whole range of AFCDG and
other benefits shown on the chait, and may have higher total incomes
than the former family.

We though that it was wiser on the whole to treat these two families
on an equal basis so far as Federal payments are concerned. We fur-
ther considered it wiser not, to share in any additional State supple-
mentation as to either of those families. We have provisions for a
transitional period to take care of the family that would lose benefits
and it is this transitional period that you have just pointed out. Therd
is no way, really, within that transitional period of avoiding some
problems which have the consequences you describe. If we knew how
to avoid it, we would. If the committe-i can find a way of doing it,
we would be very pleased.

Senator WIrLLiAS. Well, this chart for the four States that we are
referring to-New York, Illinois, Delaware, and Arizona-I shall ask
that it be printed. Each one of them consistently shows that under
the administration provision, there is a cash benefit to the family if
the unemployed father will desert his family. That is something we
have to take into consideration.
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(The chart referred to follows:)

PAYMENTS TO FAMILY IF UNEMPLOYED FATHER WITH NO EARNINGS DESERTS

Unemployed Mother and 2
father, mother, children If Increase or
and 2 children father deserts decrease

Phoenix Ariz.: -220
H.R. 16311 ............................................. $2,20 ,1,&" -1 72
Administration revision .................................. 1,836

Wilmirdton 00 Ol:H.R. 1611 .............................................. 2,172 2,004 -168

Administration revision .................................. 1,600 2, 004 +404
Chkaf I.. , 11 .................... ........................ 3,252 2,964 -288

Administration revision ................................. 1,60 2,964 +1,394
New York, N.Y.:

H.R. 16311 ........................ 4,031 3,408 -624
Administration revision .................................. 1, 600 3,408 +1,808

DETNRMINO FULL FMPLOYMENT

Senator WnLimA s. You mentioned the fact that under the rules,
the father working so many hours is counted as not fully employed.
I think you wifl find that is a regulation of your own Department
which you can change administratively, without legislation.

I note you were critical of that. I assume that will be changed with
or without the enactment of any legislation. There is here in the
regulation, section 233, No. 100, defuintion of unemployment. It says
that unemployment is designed in a way that requires States with
unemployed father programs under AFDC to include "Any father
who is employed less than 30 hours a week." The State may include
any father who is employed more than 35 hours a week, and so forth.

Since this is a regulation of your own Department, and since you
are critical of it, I assume that is something that can be corrected
forthwith.

Secretary RciLmAusow. It could be corrected, but the result, would
still leave the disincentive that attaches to whatever the hours are.
This is -why we propose to go further and eliminate a Federal supple-
mentation in these families altogether,

Senator Wiu~u~ s. I only point that out to point out that the
discussion of 35 hours a week really had nothing to do with the prob-
lem that we are raising, because that can be corrected. But the problem
does exist., and we hope to take care of it.

I do not mean to take up all the time. I have some more questions.
If the Senator from Georgia wishes to go ahead, I shall come back
later. But I do have more questions.

The CHAIRMAN. Senator Talmadge.

FI-ANCING TIlE REVISED BILL

Senator TALMADOE. Mr. Secretary, as I understand your estimated
cost of the revised program, it will be increased 14,I00 million annu-
ally,)which our staff and I feel is very conservative if we are to take
the previous estimate of the HEW s a guide. We have found that
they are always low father than high.

Now, when Secretary Finch was before the committee testifying,
I asked him where he was going to get the money to support this
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program. He stated that it would b6 a trade-off, in other words, elimi-
nate some other program to finance this one. I asked him if he wanted
to finance it out of the deficit. He stated no. I asked you about it
last week and your answer was not very explicit.

Now, when Secretary Kennedy was before the committee urging us
to raise the debt ceiling ]he estimated the deficit on the administrative
budget this year at $10 billion a year; for next year, as I recall, at $11
billion. So the deficit for the two fiscal years will be $21 billion.

Now, according to the morning paper, the deficit i ; estimated for
the last fiscal year at about $15 billion; the next. fiscal year at about
$25 billion.
The President has severely chastised the Congress on quite a number

of occasions for raising, in certain areas, specifically in education
and hospital construction, his budgetary recommendations. 'Now, this
committee has the responsibility for the management of the national
debt, and also the responsibility in the Senate for raising the revenue
to operate the country. As you'know, 'we are -undergoing severe infla-
tion. fany people think that One of the principal causes of this severe
inflation are the Federal deficits that we have had--I think we have had
a balanced budget only twice in the past 18 years.

We are considering this program. I think the administration ought
to be candid enough to tell us whether they are going to finance it
from deficit expenditures or whether they are going to ask for the

necessary taxes to finance the program, And if so what sort of tax
proposal is going to be made to finance it.. I would likO you to comment
on it again. Frankly, I hope you will be a little more candid than you
were last week.

Secretary RIoiitRosoN. I am sorry, Senator, that you do not feel
that I was candid. I Simply felt and feel now that to identify the
particular revenue source out of general revenue for a. given program
is an impossible thing'to do. I might as well answer you by saying
that this program is of such urgent priority that we will pay for the
increased cost out of the first $4,100 million collected by the Internal
Revenue Service for the year in which it becomes effective, and it
will be somebody else's program that puts us into the red.

Senator TAM MADOGE. I do not think the administration can have it
both ways, Mr. Secretary. I do not think you can criticize the Congress
for raising the education and hospital budget estimates and then
come in and insist that we spend $4,100 million more annually in
welfare benefits and then criticize us later for some other benefits.

Secretary RIcliRmsos. I think what the President, is saying to the
Con rmss is that the budget that'he submitted, including the provision
for beginning the family assistance plan, reflects his assessment of
relative priorities. He would, in effect, be saying to tie Congress
that if it cuts this out and expand somewhere else, he would disagree
because it had adopted an approach to these competing claims that
does not give enough weight to the urgency of welfare reform and
gives too much weight to some of the older and established programs-
for example, hospital construction.

It should be pointed out, for instance, that through medicare and
medicaid, which, since 1968, I believe, have allowed for maintenance
and depreciation as a recognizable cost, we have subsidized hospital
construction and renovation at a rate whioh is currently $300 million.
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It does not show in the 11ill-Burton program, but it is a very
substantial benefit for hospital plant construction and replacement.

The President is saying, in effect., that given the relative claims
on the budget, considering the benefits to hospitals under medicare
and medicaid, and recognizing the opportunities for financing hospital
construction and renovation through guaranteed loans, he thinks it
is a mistake for the Congress to increase the construction grant
program. Now, this reflects a judgment among competing claims. Tihe
Lresident has made very clearirepeatedly that lie believes that welfare
reform along the lines reflected in the family assistance plan is a very
high priority. This is all I can say unless we were to consider the
earunaking of revenue.

Senator A'L)IAm:. You made a very excellent explanation of the
President's views oil the hospital construction appropriation, but you
still have not stated where we are going to get the money to spend this
extra $4,100 million a year, Mr. Secretary.Secretary RICHARDsON. I cannot answer it any better than I have,
Senator, without identifying specific revenue sources. I do not believe
that this can realistically be done in the absence of earmarking. I
think that we will just have to leave the answer as one of relative
priorities and assigning these their places in the total competition
for general revenues.

Senator TALMADOE. In the committee print of the bill, on page 23,
the President sent up his original program which was passed by
the House. The total expenditure wa's $8,200 million. Now the revi-
sion is estimated at $9,100 million. So the President did not oven
know about the additional $000 million increase when his first bill
was sent up to the Congress, Mr. Secretary.

Secretary RICHAIRDsoN. That is true Senator, and, as I have men-
tioned before, $500 million of that is attributable to increases in the
cost of current programs. The remaining amount is additional food
stain) costs.

Tile increase in the cost of existingprograms of $500 million, which
may oven be low given the rate at which AFDC caseloads and benefits
are rising, is a reasbn why we believe reform is needed.

As you have noted on page 24 of the committee print in the green
binding, without the family assistance plan we will havo rapidly
expanding costs under the current, law. In 1076 existing programs
would cost only about $800 million less than the proposed program.

Senator TALMADOE. What fiscal year are 'ou referring to?
Secretary iRIciAmRDso. I am. looking at tho figures for fiscal year

1976 whicl show a comparison of projected Federal costs of mainte-
unance payments under the family assistance plan and current law. This
kippears on page 24. It shows the total-under the family assistance
plan, including l)ayments to adult categories, as $8.8 billion. It shows
the total under the current law as $8 billion.

Senator TAMADGE. I see those igres but I have grave doubt that
it would be that when you are talking about adding some 15 million
additional people to the welfare rolls. I do not think you can take
10 million people who are now on the w welfare rolls and add 16 million
to the welfare ,rolls and come out with 25 million and still have a
figure thit approximates the 10 million that are on the rolls at the
present time.

iI
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Secretary RICIHARDSON. This increase, of course, is, for the most, the
result of the addition of families of the working poor. I believe that
the statement as to the number of these families and the projected
decline of these numbers covered in the plan is persuasive. It is set
forth in the committee print in earlier pages, particularly at the top
of page 21. The basis of this projection, based on past experience is
that there will he a faster increase in average wage levels than in

numbers of families at the wage level qualifying them for benefits
under the plan.

As it points out, decline in the number of families is greatest for
families in which the head works full time. There is an absolute
increase in the number of families where the head does not work.
]Results of the projection method were confirmed by the success of the
projection of the 19067 survey of economic opportunity, forward to
1969. The projection results were borne out by immediate past

Sexp~erlnee.We consider that this]is a much firmer projection than we hAve had
in medicare or medicaid. The problem with those projections has
arisen out of the legal requirement to pay for the cost of services,
whatever the going price is, whereas here we are talking about families'
earning levels and specified benefit levels. These lend themselves to
a firmer kind of prediction than the prediction of medical care costs.

ELIMINATING WELFARE ABUSES

Senator TAIMADOE. Mr. Secretary, someone brought to my attention
aseres of artiles whih appealed in the May editions of the Oakland

Tribune. This newspaper investigated welfare abuses in the Alameda
County area and disclosed some startling cases. For example, the
Tribune found that dozens of full-time county employees were draw-
ing welfare in addition to their salaries. It was estimated that at least
20 of those were employed by the welfare department itself. One of
these employees was a full-time senior social worker whose total
annual income is almost $14,000.

In addition, the Tribune found that many State and Federal em-
ployees have been recipients of welfare.

I asked the Library of Congress to 'check on these disclosures.
Apparently, there was nothing patently illegal about what was going
on in Alameda County. However, I feel that it is disgraceful that this
kind of situation should be allowed to exist,;

What would the family assistance llan do to eliminate this kind of
occurrence?

Secretary RcIIARDSON. The main thing it would do, Senator, is to
lower the po-int up to which theI Federal Government would share in
making payments to the family, The cases you describe are the
result of the California law enacted puruant to the Federal l967
amendments, under which a family wit i a working head is allowed to
disregard, for purposes of computing AFDC benefits, the first $30 of
earnings, on the theory that this covers work expenses. They are

7 allowed to cover other specifically identiflable, work expenses. Then, I
addition to that, they are allowed to disregard a third of the earnings.
The Federal Government would then participate in roughly one-half

K of the supplementary payment up to the point where the family is
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off welfare. So this results in a very high breakeven point, in effect
higher than the poverty level.

The family assistance plan would terminate Federal participation
in the payments to the family at the poverty level. In that respect, it
introduces an important limitation on total Federal participation.. The other major change that would apply here is that instead of
having a disregard of $30 plus identifiable work expenses, we would
substitute an across-the-board $60 disregard per month designed to
cover work expenses. This is the source of the $720 per year which
a family could receive without any reduction in benefits.

Senator TALMADOE. Would the poverty level income be the total
gross income, or the net income?

Secretary RCHARnDSON. Itiwould be the total gross income.
Excuse me, Senator, it would be the total income less exempt

earnings.
GOVERNMENT EMPLOYEES ADDED TO WELFARE BY PAP

Senator TAIMADOE. Is it not true that the family assistance plan
would really put a great many more Federal, State, county, and
municipal employees oil welfare than the present law?

'Iecretary RICHARDsoN. Put Federal, State, county, and local em-
1)loyees o1 wel fare?

Senator TALMADGE. People working for a government, either
Federal, State, municipal, or county. You, yourself testified that
.57,000 members of the armed services would be entitled to benefits.

Secretary~ RICHARDSON. I am certain it is true that in the case of
families with low cash incomes a significant number would be added,
depending partly on the number of their children. I do not know how
many of them would be public employees.

In the case of the armed services, of course. the scheduled pay
increases that are now designed to go into effect would virtually
eliminate their coverage.

DEFINITION OF UNEMPLOYM ENT

Senator TALMADGE. Mr. Secretary, reverting to another matter, in
our previous hearings oil this bill, several members of tile committee
noted that regulations of the Department pIermitted States to consider
aii individual working less than 35 hours as being unemployed.
Secretary Finch agreed that he had difficulty conceiving of a man

working regularly at 34 hours a week as being unemployed. Yet, to
the best. of my knowledge, there has been no change ill this regulation.

If I read correctly, the electrical workers in New York City recently
negotiated contracts for a 20-hour week. Wiy should not dIe system

hav o a more realistic definition of unemployment?
Secretary RICHARDSON. We should lnve a more realistic definition,

Senator. I would again emphasize that if our recommendations are
all adopted, that problem will disappear with the declining rolls of
the unemployed father category.

Senator T.u.TMADOM. Is it nmot a problem now that ought to be cor-
rected by regulation Dow, rather than waiting on Congiws?

Secretary RICHARDsON. I think it should, and I shall follow that up.
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FAPMI Y P1,ANNING

Senator TALMADOE. I am delighted to hear you say that.
Mr. Secretary, when former Secretary Finch appeared before the

committee? I asked if he intended t6 intensify family planning
activities in connection with the bill. le stated that this was the
Department's intention under the bill and under the social service
amendments which would be proposed subsequently. We now have
the revised bill, including the social service amendents. As I read them,
tly represent a serious blow to family planning efforts. Specifically,
they delete the requirement that family services be offered to al
appropriate welfare recipients, and then they bury family planning
among the many social services that may be offered if the State so
desires as a part of its social services plan under a fixed Federal
appropriation.

Would that not seriously undermine the family planning efforts?
Our State welfare director thinks that is one of the most important
thingsthat we need to do.

Secretary RICHARDSON. Well, then, there would be no problem in
your State, Senator. As I understand it, the reason the social services
amendments are written as they are is that they ar3 designed to
encourge the States to provide a balanced program of social services,
including family planning services. It was felt that, with the separation
-of social services from money )aynents, the States should not be
required to provide any particular combination of services among the
range of services that would be recognized as desirable for the State
to give. No specific direction to the States to do any more than to
-provide a balanced program of services. Thus, there is no problem f6r
the State that chooses to provide or emphasize family planning
services.

If this committee feels that we want to tell the States that, as a
condition to Federal participation in paying for services, they must
provide family planning services, we would not object.

ELIOIILITY FOR FAMILY ASSISTANCE,

Senator TALMADGE. Mr. Secretary, when Secretary Finch testified
before the committee in April I asked why it was necessary under the
bill to give the Secretary suc~i absolute discretion as to tle level of
gross income from business or farming which would make a family
ineligible for benefits. Secretary Finc h agreed that the area was a
troublesome one, but he did not have the answer, and said that you
were going to have to come back to the committee with another specific
recommendation.

I note that the revised bill does not so much as change one comma
of the section to which I was referring. Furthermore, the material

-_provided on areas of secretarial discretion gives no indication what
your policy miRlit be in this area. I am not blaming Sou, Mr. Secretary,
1)ecause you inherited this revised bill before assuming office. But, I

* would life a definite answer now as to what your policy Intentions are.
How high can a family's gross income be and that family still be

eligible for welfare?
I4-527--70--pt. 2-13
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Secretary RICHARDSON. I cannot give you a specific dollar figure,
Senator. This is one of the questions coveid in your earlier request
that we go into greater detail on issues arising under various provisions
for secretarial discretion. The answer we 0ave provided heretofore
is given in the pages following page 61 of the committee print.

The problem hero of course, is one that, arises, for example, when
you have a farm which produces a substantial gross income but a
very low net cash income. Other examples are a corner newsstand for
a variety store which may have a fairly high volume of business but
a very low net. Since I first became aware of this problem I have not
been able to determine a clear-cut way of fixing a gross account which
would allow us to say that, notwithstanding the low net income, there
are enough ways in which the family can benefit by the high gross
so that they should not receive any supplementation of their income
from public sources.

In the case of the farm, for instance it would depend to some degree
on the kind of farin. We propose, in this kind of situation, to develop
illustrative guidelines to be applied administratively in somewhat the
manner in which Internal Revenue agents apply the rules, regulations,
letters, and previous rulings of the Internal Revenue Service.
• I cannot at the moment see how we can deal with this in very specific

language that we could be sure was fairly applicable to the wide
variety of cases likely to arise.

Senator 'ALMrADOE. Should we not have an answer before we
legislate in this field?

Secretary RiwIw,\itDsox. You do it all the time, of course, Senator,
in the tax field, where the answer can only be generally derived from
thestatutory language.

Senator T'I 1M.rnoE. But there you have authority to go in and audit
books and determine the net. Taxation is based on net income

Secretary tcImrARsoN. Yes, but the question of interpretation of
a particular language in a given case-even the determination of
what is income--is not always that easily. decided. There are many
case decisions and rulings of the Commissioner which define what is
income. A tax lawyer has to look at these. He cannot look at the
statute enacted by the Congress and get an automatic answer to that
question.

Senator TArMAxME. I agree, but there is a little difference there,
Mr. Secretary. In collecting taxes, the Government is distributing
money from the pockets of the taxpayer. In this instance, the Govern-
ment is paying out taxes collected from others to other citizens. It
seems to me we ought to have some clear definition here before we
legislate in this field.

Secretary ROIAIADSON. I would be glad, as I said earlier, Senator,
to cooperate with the committee in making the answer as clear as it
can be made. The clearest way of doing this is to say, for example, that
we will not consider as eligible any family which has a business or a
farm or any other source of income which produces it gross, without
regard to net, in excess of $25,000. If we did us this approach, we would
have to recognize that there might be some situations, for example, a
small store in a large city, where $25,000 gross might. not yield more
than a very small net, a n1et substantially below the povertylevel. You
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must decide whether you want. to do it that way or to vest in the Secre-
tary, pursuant to regulations, a wider discretion in determining what
the gross-should be in the light of the typm of business involved, its
location, and the opportunities in the particular type of business for
covering various family expenses.

Now I do not told a brief for either approach. I am merely trying
to identify why it is that the committee has not received to this point
a clear-cut answer to the question.

SiIORTCO'MINGS IN TIlE TRAINING PROGRAMS

Senator TALMADOE. Mr. Secretary, in my judgment, the only answer
that we can ultimately have in our overtlyy program, our dependency
program, is education and training our citizens to become useful and
productive citizens. And there is one thing I do not think the Govern-
ment can do, and that is provide the motivation to people, people who
have to determine their own motivation. Some would rather loaf than
work. Most people, fortunately, in our country would rather work
than loaf.
I have undertaken an investigation of our training programs. The

best I am able to ascertain, our Government how has 19 different Fed-
cral agencies, conducting some 39 different training programs. Is that
about right?'

Secretary RICHARDSON. It sounds right.
Senator T,AL ,XIDE. NOw, many of these programs are less than use-

less. They are training people for jobs that do not exist. They are giving
them institutional training, They get frustrated, they quit, they get
out, they cannot find a. job. I think the only ultimate answer is to create
, partnership between the Government and-private industry, because
private industry, in the final analysis, must provide jobs. We need to
take a particular individual, put him on some private industry's pay-
roll, supplement in some way the private industry for hiring him-a
tax credit or otherwise. I personally favor the tax credit. And no pri-
vate employer is going to hire any citizen unless he thinks lie is going
to be productive enough to earn his wage, at least, and hopefully a
profit.

We need to take these people and put them on a specific piece of ma-
chinery or a specific lathe, subsidize his employment for a specific time.
Then, when lie becomes competent in operating that lathe or that piece
of machinery, lie will become a productive citizen; lie can earn his
-wages, and he will become a taxpayer. Is that not the way we ought
to proceed?

Secretary RicHARDSON, Yes I think so, and I hope the committee
will have the opportunity to hear Secretary Hodgson's responses to
the committee's questions along these lines.

This, oL courses is the area in wbich his Department would have pri-
mar responsibility,

I might point out in this connection, because it also applies to qies-
tions raised by the chairman earlier, that under section 449 of the bill
the Secretary of Labor would be authorized to take the amot ou
money due under the family assistance plan and pay it to a private em-
ployer who is willing to take the recipient into an on-the-job training
slot and pay him a wage instead. This would, in effect, enable the
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Department of Labor to reach funds appropriated to the family as-
sistance plan in order to provide on-the-job training for people they
hire.

INCREASING WELFARE ROLLS UNDER YAP

Senator TALMADOE. The President campaigned 2 years ago on
jutst the type of program I just outlined. Since then, he has been
strangely silent about it. I do not think he can ever cure this thing by
increasiiig the dole. I do not think you can ever cure it by putting one
out of eight citizens on the welfare rolls. The only way you can cure
it is to make it attractive for them to go to work and to make it attrac-
tive for an employer to hire them. Then, when you do that- that is thie
answer. In ny judgment, that is the way we ought to proceed.

Secretary RIcmitImsoN. Senator, I agree with all of what you have
said, with one exception. When you talk about adding people. to the
rolls under the Familv Assistance Plan, you must be aware that the
people added include'large numbers of families where the father is
working full time already. The problem there is that our free market
economy has not provided him with even a poverty wage, Certainly
the cures to this in the long run are the improvement of wage levels and
the increase of skills through the kinds of approaches you have
described.

But I would suggest that, however well we do in this, it i. not an
alternative to eliminate the inequity in the current system which pro-
vides public support in the case where the father is not working or
where there is no father in the home, but provides none for the con-
scientious family mai who happens to be the victim of the very low
wage scales paid in his area.

Senator TALMADoE. Whatever you want to call it, I have said that in
simple arithmetic 25 million is more than 10, and that is considered
an addition.

Secretary RICHARDSON. I agree they are an addition, Senator, but
my point. is the addition is attributable to people who are working.

Senator TALMADoE. I have no further questions.
The CHAIRMAN. If I might just suggest, Mr. Secretary, it seems to

me it makes a lot better sense to subsidize the job than to pay that
man not to work. That is just logical commonsense, it seems to me.
Once you start pa in him not to work, you are going to have a hard
time getting him back to work. Once he gets used to sitting around
doing nothing, he will find it hard to change.

Secretary RICHARDSON. Most of these people, Senator, art not in
situations like those shown in the New York charts. They are individ-
uals with low cash income, no medicaid coverage, no public housing
bonus, no food stamps. We are providing some further cash assistance
in a program that really does give them a net benefit of 50 cents for
each dollar they earn up to the poverty level.

FOOD STAMP PROGRAM

The CtIAIRNIA. If I look at the recent votes in the Senate, my
guess is that anybody who is oor and not getting food stamps will
not have to wait long if the VIouse votes the way the Senate does,
because they are voting to pile food stamps on just as fast as they
can, it seems to me. So that part is coming anyway.
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Secretary RICILRDSON. We hope so.
Senator WVILLIAMS. Would you yieldI
The CHAIRMAN. Senator Williams.
Senator WLLUAMS. You say you hope so, but I understood you to

say in colloquy earlier that you are going to abolish all that next year.
Now, what do you mean?

Secretary RICHARDSON. No, Senator, we were talking about the ear-
lier calculations, in some charts, of the commodity benefits for a
family. These are to be distinguished from the plan for a declining
scale of food stamp bonuses as earned income goes up.

The CHAMMAN. Senator Curtis I

.ARNINoS DISREGARD

Senator Cuwris. Mr. Secretary, is there a factor in this bill of un-
counted income or disregarded income in determining eligibility?

Seretarv RICHARDSON. The only disregarded income is the income
considered necessary to cover work expenses. We have pegged this at
a flat amount of $6 a month.

Senator CumRWs. Well. are you referring to the language on page
151 of this committee print of the bill, lines 13 to 17, which say that
the first $720 per year or proportionately smaller amounts for short 'r
periods of the total of earned income of all members of the family
plus one-half of the remainder thereof?

Now, what does that mean?
'Secretary RIcHAwmsoN. The $720 is the amount disregarded, at the

rate of $60 a month, which is considered to be an average amount to
cover work expenses.

Senator CuwrIs. Then one-half of the remainder ?
Secretary RicHAMISON. If yOU are looking only at ish benefits, the

first $720 earned would not reduce the family assistance plan benefit
of $1,600. It is shown in the two left-hand columns of the charts. At
zero earnings, the family assistance plan benefit is $1,600, at $720
or $60 a month of earnings $1,600 is still the benefit for a family ol
four. Out of the first $1,000, the family is, in effect, enabled to obtain
a net income increase of half that amount les $720, or $140, which
brings the total family assistance plan benefit down to $1,460.

The same is true of the next $1,000. They get, in effect, a net of $500
for each additional $1,000 above the first $720.

Senator Cuwrm. Does that mean that the individual here listed as
zero earnings could actually have $720?

Secretary RICHARDSON. Yes; as shown in the next line.
Senator Cuins. Now, the person that is shown here at, $1,000 earn-

ings actually would have $720 that was not counted, plus half of their
earnings. So this individual would actually have earnings of $2,720, is
that right?

Secretary RICHARDSON. No; that means total earnings of $1,000.
Senator CuRTIs. If a person had $2,720, you would first subtract

$720. Then you take one--that would leave $2,000. Then you take one-
half of the balance and that would be $1,000 earnings ?

Secretary RICHAMSON. Yes.
Senator Cuirrie. So this' individual who is shown here as having

$1,000 earnings, what that really is is $1,000 counted earnings-
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Secretary RioitAnsoN. No; it is $280 counted earnings, of which
the family keeps half, or $140.

Senator Ctns. No; I think you add this, plus this, l)us this, equals
that.

Secretary RICHARDSON. Once you pass the second column, you get
to the State supplement.

Senator Cuirris. ihat. is right.
Secretary RicIHARDSOI. That chart happens to bo New York.
Senator CuTmS. You have shown in this column that tie individual

has $1,000 counted earnings, and he gets the Federal plus the State-
Swecretary RICHARIiSON. The gross earnings, Senator, not on top of

the $720. The earnings of that family are assumed to be $1,000, of
which $720 are disregarded, leaving $280. There is a reduction in bene-
fits under the family assistance pfan, of half of that amount before
you get to the State supplement. That is why the family assistance
plan benefit is shown at that row on the chart as $1,460, or $140 less
than the maximum The only income counted out of the $1,000 for pur-
poses of reducing the family assistance plan benefit is $280 which is
the difference between the $1,000 and the disregarded $720.

Senator CuwTS. So the $280 is subtracted from the $1,600.
Secretary RICHARDSON. No; half of that is subtracted, Senator. The

family can earn $720 without any reduction in benefits. If that same
family earns another $280, bringing the total to $1,000, the reduction
in benefits of 50 cents on the dollar applies to that $280. Thus, that
$280 additional earnings reduces the family assistance plan benefit
by $140. The family at that point is shown as getting a family assist-
ance plan benefit of $1,460.

You add that to the $1,000 and that gives you total cash for that
family of $2,460.

Senator Cun-rs. Then coming back to my original question the
first column is the total earnings, and not the counted earnings

Secretary RicHARDsoN. That is right. For each of those income
levels, the Arst $720 is disregarded in determining benefits.

Senator Cumrs. But any figure there, if we took $2,000 or $3,000,
that is the total earnings. -Then you apply the reduction of $720 plus
the half

Secretary RICHARDSON. Yes, sir.
Senator Cumrs. I see. I was not clear whether that first column

was counted earnings or total.
Secretary RicimARsoN. I can understand the question.

NUMBER OF PEOPLE INVOLVED

Senator CURIS. Now, a question in reference to what Senator Tal-
madge was asking about the numbers of people involved. Last week,
about my last question was how many new recipients would be on.
Your reply was nearly 13 million. I understand that 7.5 million of
that number would be the 'fmilies of the so-called working poor. Is
that correct, 7.5 million?

Secretary RicHARSON. Yes, Senator; that is on the basis of fain-
ilies with one earner in the family, but not necessarily working full
time. The number of families with a family head who works fulltime
all year is shown on a table on page 28 as 1,167,000 families, or
6,677,000 people.
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Senator Curs. So the fully employed account for 6 million what?
Secretary RICHARDSON. 6,677,000 people.
Senator Ciurns. Well, now, that is roughly half of the number of

additions. How do we account for the other 6 million?
Secretary RioIAPMDoN. Many of those are in families in which the

father, for example, may be working considerably less than a full year.
On pag 28 of the committee print of the administration revisions,
table No. 7 is the summary of chametristics of families eligible for
family assistance benefits in 1971. The grand total number of families
covered is shown as 3,678,000. These include 18.5 million people. Some
of these are people in families where them is no earner and who would
be covered under the family assistance plan through basic payments
and supplementary payments. Some are people where there is part-
time work and some are families where there are more than one person
working but doing part-time work. It is broken down there, and you
can see what it lookslike.

But the most typical working poor family who would be added,
under the family assistance plan is the family in which the family
head is a male and is working ff time..

It ought to be pointed out here again that we are talking about the
projected number of families eligible. The actual numbers of those
who would come on the rolls will presumably be less than this.

Senator CuiRIs. And in the category of fully employed, those
families would constitute roughly half of the additions of the near
13 million ?

Secretary RICHARDSON. Yes, sir.
Senator Cuirm. Will there be any families headed by women

brought in under the family assistance plan who are not now under

Secretary RICHARDSON. I expect there would be, Senator, in the
eight States where e A Ototal payment for a family of four is
now less than $1,600. We would also add families where the female
head has income above the State need standard but below the thirty
and a third break-even point under the State plans now in effect. This
involves the difficult discussion we were in the other day.

NEW REPIEPN', BY AE AND EDUCATION

Senator CuiR. Could you give me an estimate, either now or later,
of the number of families headed by women who will be brought in
under FAP who are not now under AFDC I

Secretary RICHADSON. Yes we can do it. I think it is a matter of
breaking it out of the figures. I cannot do it quickly enough to answer
it right now.

(The information referred to follows:)
It is estimated that H.R. 16811 would increase the number of female-headed

families receiving cash assistance by 700,000 over the 1971 AFDO caseload.
Senator Cusrs. Do you have any statistics on the average age of

these new recipients in all categories V
Secretary RICHARmON. I would have to ask Mr. Hawkins if he

knows.
Mr. HAWxIs. We can give it to you in certain age groupings.
Senator Cu-aim. All riglit, if you will supply that.
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(The information referred to follows:)
The median age of family heads eligible for Family Assistance, exclusive of

those already receiving assistance under A1'DC, Is 41 years of age. The percent-
age distribution by age of head Is as follows:

Age d4tribution for headed of PAP families tot now receiving AFDC
Percent of

Age: family heads
Under 30 -------------------------------------------------- 21.7
30 to 39 --------------------------------- 26.6
40 to 49 --------------------------------------------------- 25.7
50 to 64 -------- ------------------------------------------- 22.8
65 and over ------------------------------------------------- 3. 2

Total ---------------------------------------------- 100.0

Senator CuRIns. Do you have any information as to how much
education these new recipients have?

Mr. HAWKINS. We can give it to you for all recipients by grades of
school.

Senator CURTis. I am talking about those who will become eligible
upon the passage of this act that are not, now receiving welfare
benefits.

Secretary RICIAM)SON. We can give you figures as they apply to
all families eligible. They appear on page 32 of the committee print;
table 15. The distinction between these figures and what you have
requested is that it does not show here which of these families are
new to the rolls. There is a breakdown by age, on page 29, table 8, show-
ing those over 65.

Senator CURTIS. The staff called my attention to a fact that there
was a showing the other day that the average age is 41. That was in
answer to question I asked on age. If you have something on the
education, how far they have gone in school

Secretary RICIIARDsON. Yes. As I say, Senator, you have a partial
answer on page 32 for all families eligible, which shows the proportion
with no education, 1 to 8 years, 9 to 12, and 13 or more years. This is
broken down by categories of male- and fermale-headed families givinpg
the percentage at each level. .I am not sure whether we can do this
for the new -amilies added to the rolls, but we will go back and see
whether that can be done and supply it if it is possible.

(Information supplied by the)epartment follows:)
The data shown below Indicate the distribution of families by education of

family head, for families eligible for Family A~slstance but not now receiving
assistance under AFDO: Pereet of

Years of education: ftUs4y hco a

No education ------------------------------------------- 2.3
1 to 8 years -------------------------------------------- 45.7
9 to 12 years ------------------------------------------- 42.2
13 or more years --------------------------------------------- 9. 8

Total --------------------------------------------------- 100.0
IHeads of families eligible for Family A slutance but not -now receiving AFDC.

Senator Currs. My reason for asking it is this: These people are
not totally lacking in skills, because the are earning something. I
am very much convinced that tley are heavily endowed with ood
character and loyalty to their families or they would not be carrying
on. I am interested in what the possibilities are for additional training
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for those people so that they can lift themselves out of poverty in
that manner.

NEW RECIPINS$ BY AREA

Now, of these potential new recipients in all categories, what por-
tion of those live in an urban area?

Secretary RICHAPD0o2N. I shall ask you to look, Senator, at the table
on page 30, the bottom half, "Estimated number of faMlies eligible for
family assistance benefits in 1971 by residence in SMST"-that
stands for "standard metropolitan statistical area"-"and sex of fam-
ily head." Shown at the bottom, out of a total of 3,678,000 families,
1,294,000 are located in the central city, 712,000 not in the central city
but in an SMSA, and 1,672,000 not in a standard metropolitan sta-
tistical area. A standard metropolitan area is defined in the footnote
as a county or group of contiguous counties which contain at least one
city of 50,000 inhabitants or more, or twin cities with a combined pop-
ulation of at least 50,000.

In summary, outside of metropolitan areas, whether the central city
or the suburbs, there are roughly 1,670,000 families.

Senator CuRTis. Acording to that table, it would look like, in your
second column, where it shows the percentages, that roughly 55 per-
cent live in urban areas.

Secretary RICHARDSON. Yes, Senator, as I have pointed out before,.
all of these tables in the series deal with the total of 3,678,000 families
that would be eligible under the family assistance plan, not simply
the newly added families. We would have to, in each case, supply the
figure if we have it at all for the newly enrolled families.

Senator CuTis. My reason for bringing this out at this time is,
again, as it relates to possible job training as well as the availability
of jobs. In a completely rural area, we are faced with different prob-
lenis both as to making training available as well as locating the job
after someone is trained than we are in the larger places where there
are more opportunities. Do you have any record, or are there any facts
available concerning this almost 13 million new recipients as to
whether or not, some time in the past, these same families have re-
ceived some sort of welfare and are no longer receiving it?

Secretary RiCHARDSON. I think the analysis of the sample data on
which the projections are based would turn this up. I do not have
the figure at hand.

Senator Cuwris. If there are any figures on that, I would be glad
to have them.

Now, also of the total number of potentially new recipients, do we
have any information as to whether or not some of those have received
welfare from local and State governments that have been outside of
any Federal programs

Secretary RICHARDSoN. I shall see whether we can do.this, Senator.
This dependsz on the data derived from the samples that have been
used for projecting coverage and costs as these apply to families
not now on the welfare rolls. I do not know whether we have this.

- we can derive it, weshall supply it.
-(Information supplied by the Department follows:)
The data available on families who would be covered by Family Assistance

disclose only current welfare status. The type of longitudinal data needed to
dtermine if PAP families not now on welfare have ever been on welfare before
are not available.
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ADDITIONAL JOB SLOTS

Senator CuiTis. In your testimony last week in reference to
training, you used the expression, 150,00 slots. Then at another time,
there was a reference to 75,000 people to be trained. Just what con-
stitutes the 150,000 slots? What are they? I do not quite
understand the expression.

Secretary RICHAUDSON. Well, the term "slots," as I understand it,
refers to a specific opportunity for training to qualify an individual
for employment or for better employment. The 150,000 is a number
which the funds available for training under this program in the
first year would be sufficient to provide. The 150,000 total refers to
the provision of training slots for the people who register under the
plan who are not already working.

The 75,000 additional slots are for the upgrading of the skills of
people who are already working. That is the reason for the breakdown.

Senator CURIs. The 75,000 would be for those who are already
working?

Secretary RICHARDSON. Yes; and this could include, therefore, some
of the working poor who are working full time but who have jobs
with very low skill levels and low wage levels.

Senator CusIS. Now, how many of these slots are authorized under
existing lawI

Seretary RIcHARDsoN. The 150,000 slots and the 75,000 upgrading
slots are in addition to the numbers already existing under existing law.
The present law data is shown in a Department summary dated March
1970 with the caption "Welfare form And Work Incentives," this
was distributed to the committee by Secretary Finch. It shows, for
1971, that institutional manpower training opportunities totaling
462,000 slots are available through 10,000 schools, public and private.
On-the-job training totaling 234,000 slots is available through 22,700
participating companies. Work support experience with 1,500 project
sponsors provide 538,000 slots.

The family assistance plan adds 225,000 slots on top of that base for
a 1971 total of 1,459 000

Senator Cuwrxs. Vere all of those utilized that were authorized last
year and in this current year

Secretary RICHARDON. We are getting into an area in which Secre-
tary Hodson would be a better witness. But I think the only real com-
parison between welfare coverage and training-slot availability is
through the work incentive program, WIN. And my understanding
is that partly because of the problems brought out earlier in discus-
sion with the chairman, in some States there have been more slots
available for training than people referred to training.

We think, as I said earlier, tat this is in large part attributable to
the way the program is constructed and the way it has been adminis-
tered. 'With the requirement of registration and with supervision
and control over the work training opportunities in the hands of the
Department of Labor, there would be available at least one person for
all the training slots available. In fact, we are more concerned that
them will not be enough slots than that there will be more slots than
people available for training.

Senator C(uis. Well, I certainly concur with you in that. It would
be my hope that instead of adding these millions of people to welfare
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rolls, an alternative could be offered whereby they could get. tha
benefits of all this training opportunity, as well as possibly even
locating some additional jobs and totally eliminating the plan of
placing them on public welfare. I do not think the people want this.
I was greatly impressed, within the last week, watching a television
show Whereherere was a distinguished black mayor of one of our
Southern cities, and he complained of the fact that his people wem
pictured improperly often, that when they were illustrated, they wer6
illusirated as a faintly on welfare and that they were not getting
enough advertising of the people who are not on welfare.

Well, that caused me to think that we might not be helping this
mere 18 million by having them classified, both in their own minds and
the minds of their children and in the public mind as dependent
citizens rather than self-supporting citizens even if admittedly, their
standard of living is below what we would all like to have it be.

IMTn COST OF TR HARMS PROPOSAL

Mr. Secretary, the cost of this bill, additional cost over present
programs, is roughly estimated at $4.2 billion. Is that correct

Secretary RolwsoifN. $4.1 billion, sir.
Senator Cumrs. Would you supply for the record if you do not

have it now the cost of the proposal advanced by the distinguished
Senator from Oklahoma, Senator Harris? I think it is in the nature of
a bill, is it notI

The CHAaiN. You might have the answer to that right now.
Secretary RIOHARmSN. We have calculated this. We can find it

here
It was supplied in response to an earlier question for the record.

These are Budget Bureau estimates. Because of an ambiguity in the
bill, it was necessary to provide two estimates, a low estimate and
a high estimate. The high estimate shows, for fiscal 1971, an addi-
tional cost of $17 billion, with 59 million people covered.

The low estimate is $12 billion, and we do not have a figure for the
number of people covered. That has been supplied for the record.

Senator Cuir Yes, I understand, but I do not believe there
was supplied the answer to my next question.

The C ARMA. How many additional million people would be
on welfare under that proposalI

Sexetary RioARAmqo. On the high estimate, 59 million people
would be covered altogether, which is roughly 50 million more than
you now have.

The CxAAz;. What percentage of our population would that be,
then, that we then have on public welfare

Secretary RiCHAJIsoN. That would be about 80 percent.

WORKINMO POOR

May I comment on your earlier point, Senator Curtis? With
respect to the desirability of provide work training opportunitiesonly,.in of extending income supplements to the families of the
working poor, I thin it is importanto emphasize that the programn
we are proposing eliminates a serious inequity. That inequity results
from coverage under current law only of families where the father is
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not working full time, or where there is no father. Such a family may
receive substantially more income than families where the father is
working. If we keep the present system, therefore, or rely only on
training opportunities for families which are headed by a full-time
working father now, we will still have a situation that will encourage
that father to drop out of employ ment because he can see neighbors
who are better off not working. We think that this is an important
reason for extending minimum coverage to that family treating it
on the same footing with a family in which the father is unemployed.
We combine this, of course, with the declining scale of benelits that
allows him to keep his earnings but reduces proportionately the in-
come supplement.

The problem here basically is one that I have emphasized before,
We must determine whether it is enough to provide training oppor-
tunities alone to the working poor family headed by a full-time work-
ing father, or whether we want to provide an income supplement
where he is already working at a very low wage scale, along with the
training opportunities designed to enable him to upgrade his skills and
get a better job. We would expect that he certainly wants to have his
skills upgraded since he is a man who is working full time already.

If we do not cover him at all, then it seenis to us that he may very
well be discouraged from continuing to work and either drop out. of
the labor market. thereby qualifyinglhis family for benefits that apply
when the father is uneniployet under existing law in 23 States, or,
if that is not possible, desert the family in order to permit them to
be covered.

Senator Cuais. But he has not done that. yet.
Secretary RICHARDSON. He has not done it yet. Yet we think tlit

the increase in the AFDC rolls tends to show that more and more
fathers are doing that.

INCREASE IN AFDC ROLLS

Senator CuRi. That leads me to my next question. Have the AFDC
rolls increased in the last few years?

Secretary RIrHAR)SON. Radically, yes.
Senator Cuirrs. Where has that increase come from?
Secretary RbciuumsoN. Well, it has partly come from the situation

we have just been talking about. It has partly come, as the chairman
brought out earlier, as result of the elimination of residency require-
mente for eligibility. It has come partly from the court rulings which
no longer make it possible to cut a family off because there is a male
in the house who has no legal obligation to support the family.

Senator CumriS. Has there been an increase in the number ot women
who have started a family without a husbandI

Secretary RICHARDSON. Yes, very substantially.
Senator Curris. Now, do you have any-it can be supplied later-

do you have any hard figures on fully employed people, fully employed
men who have either become unemployed or have absented themselves
from home and, as a result, have increased the AFDC rolls?

Secretary RioHimmeoN. We have figures, Senator, that show the
number of families without a father in the home or where they are
covered, where the father is unemployed. But we could not show and
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have no figures to show what proportion of these have come onto
the rolls recently because the father became unemployed in order to
qualify his family for benefits, or where the father deserted the family
in order to qualify them for benefits. This is inherently impossible to
prove statistically one way or the other.

Senator Cuirris. Of course, statistics do prove that somewhere
upwards of a good many millions have not, done it, because they arc
still there.

Secretary RICHARDSON. Yes; but the proportion on the AFDC rolls
is going up rapidly, and the proportion of families with a deserting
father at low income levels is also going iAp. We can reasonably infer
that there is a connection. We think that to provide minimum benefits
where the father is working at a very low wage is fair and at least
moves in the direction of removing an incentive to family breakup.

ESTIMATED COSTS OF M'CAIMIY PROPOSAL

Senator Cuirris. Now, my time is up, I shall resume at another time.
I did ask for the figures on the McCarthy bill, did I not, to supply in
the record ?

Secretary RIcnAiDSON. Yes.
The CHAIRMAN. Do you have that, by the way? Is that available

here?
Secretary RCIIAMSON. We are working on this in detail. The best

figure we can give you, so far, is that Senator MNcCarthy's bill would
cost at least $50 billion more than present, programs.

Senator Cuirris. And add how many people
Secretary RICHARDSON. I cannot give you that at this moment.
Senator CURTIS. That can be supphed.*

WELFARE IN GENERAL

I just want to say-, in closing, in answer to something you have said,
a couple of times you have used the expression that to put people on
the welfare rolls would eliminate an inequity. I do not think that the
Congress of the United States can use that as a basis for making
welfare payments or any other kinds of government payments. There
are inequities all around us. I think that welfare has to be limited to
filling needs that can be demonstrated. If people are without food and
shelter and medicine that is not available at any other source, the
American people want it taken care of. And welfare should be based
upon a need that can be demonstrated. That is what has been followed
all through the years-not perfectly. It needs a lot of reforming.

But I think we are just in water way over our heads if we take on
a program that starts paying welfare benefits to eliminate inequities.

Secretary RioHARDsoN. May I comment on this Senator? First of
all, you said you do not believe the Congress would ao this.

Senator Curjrs. I do not think they should.
Secretary RicumAoN. I would remind you that the House, by an

overwhelming margin and after an exhaustive analysis of all the
implications of this proposal by the House Committee on Ways and

*The Department's response appears in appendix C, p. 1150.
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Means, did vote to do it., and they voted to do it., in part, the committee
makes clear, because they believe that if you are going to apply an
income test of need the test should be apphcable, atet for purposes
of some minimum level of benefits, whether the father is working or
not working; the only meaningful test of need you have, if you are
talking about income benefits, is income. And if the family is below
a given level of income, it should not be disqualified because its father
is working full time.

This is, in effect, where the administration came out, because the
longer we looked atthe question, the less we could find any justification
for excluding a family because its father works. That is what existing
law does. We do not think that is a reasonable basis for disqualifying
the family from income supplementation.

May I make one further point, too, which bears on what you said
earlier about people's feelings toward being on the welfare rolls?
We have made a proposal that makes eligibility for supplementation
of income an automatic consequence, at least for minimum benefits,
of having less than a given amount of income in proportion to the
size of the family. This is the test. If a family receives income sup-
plementation in those circumstances, it is no more of a disgrace or
an indignity than attaches to the fact that they have that level of
income it-self. This is the reason that we have urged the complete
separation of the administration of money payments from the admin-
istration of social services.

This is why we have kept insisting that the cash benefits to families
under this plan should be considered family assistance, not welfare.
The word "welfare" carries with it the overtones of indignity. We are
trying to get away from that stigma by simply recognizing that if a
family has less than a certain amount of income, that income should
be supplemented for the sake of the family as a whole until the job
market can take care of the problem through the generally rising levels
of the economy.

At any rate, this is where we came out, and this is essentially the
route we took. I submit Senator, that the burden of proof to me is
not on the proposition that the working poor should be included; it
is on finding some justification for excluding them. I fail to see wiiat
that is.

Senator CuRTs. Well, we should not use the question period to
argue the case, and I shall not pursue it. But the point is if you put
near 13 million people on welfare according to all past patterns,
they will stay there. And they, to a degree, move from the category of
self-sustaining persons to dependent persons. I do not think that wehave helped them. I do not think we have helped their family unit.
I do not think we have helped to provide a feeling of well-being for
their children.

Coming back to your expression that we make these payments to
end an inequity, that opens up a wide field. I think the welfare has
to be confined to the people who are Suffering because they do not have
shelter and food, and clothing, and medicine. I just do not see how we
can go beyond that and remedy inequities.

Secretary RxoHAwoNi. Senator, if a family with a working father
is living on a total income below the level that would disqualify it
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under this program, I think it would meet standards of deprivation
that would a peal to most of this committee as entitling it to some help.

Senator CRms. But even if that could be done, it should be done
on the basis of needs that could be demonstrated.

Secretary RICHARWSON. Well Senator, I agree with that. The ques-
tion is: How do you measure tAe need f We have gotten into a terrible
morass sending social workers into the kitchen to sit down with a
mother and go over a detailed family budget, including how many
eggs the children need per week, and what they use for carfare, and
whether they should be allowed to spend any money for the movies, and
so on. I thought we were getting away from that. I think we should
get away from that by making a determination of a dollar amount in
proportion to the size of the family, without all the indignities that are
associated with the intrusiveness that is part of the old system of
figuring out the family budget.

Senator Currm. I would agree with that wholeheartedly.
Secretary Rw lioso. What we have done, therefore, is establish

a test of need, and that test is income in relation to faroiy size.
Senator Cumrr. That is all.
The Cuuuuw. Thank you very much,. Mr. Secretary. We shall meet

here tomorrow at 10 o'clock.
Secretary RicHAmxsoN. Thank you, Mr. Chairman.
The C iuiAnw. Those Senators who did not have a turn today I

hope will start tomorrow.
(Whereupon, at 12:55 p.m., the hearing recessed until the following

day, Wednesday, July 29,1970, at 10 a.m.)





THE FAMILY ASSISTANCE ACT OF 1970

W3INESDAY, JULY 29, 1970

U.S. SENATE,
COMMITTrEE ON FINANCE,

Wa hingtan, D.C.
The committee met, pursuant to reem, at 10:15 a.m., in room 2221,

New Senate Office Building, Senator Clinton P. Anderson, presiding.
Present: Senators Anderson, Talmadge, Harris, Byrd, Jr., of

Virginia, Williams of Delaware, Curtis, Miller, Jordan of Idaho,
and Hansen.

Senator ANDERSON. Mr. Secretary, we are happy to welcome you
back here again. Senator Miller has some questions to start with.

FAMILY HEALTH INSURANCE PROORA4M CONTRIBUTIONS

Senator MILIE. Thank you, Mr. Chairman.
Good morning, Mr. Secretary.
First I would like to go back to a question that Senator Williams

asked you yesterday. As I understood it, you were going to furnish
to the committee a revised chart which would reflect the portion of
the contribution to the family health insurance program made by
the recipient.

Now, as I understand that chart, the third chart, No12, is itI

STATEMENT OF HON. ELLIOT L. RICHARDSON, SECRETARY OF
HEALTH, EDUCATION, AND WELFARE; ACCOMPANIED BY ROB-
ERT PATRICELLI, DEPUTY UNDER SECRETARY; HOWARD A.
COHEN, DEPUTY ASSISTANT SECRETARY FOR WELFARE LEGIS-
LATION; STEPHEN P. SIMONDS, ACTING COMMISSIONER, COMMU-
NITY SERVICES ADMINISTRATION; AND CHARLES E. HAWKINS,
SPECMA ASSISTANT TO THE ADMINISTRATOR FOR LEGISLATIVE
AFFAIRS

Secretary RICHAnsoW. Yes.*
Senator MniLF. The $354 medical insurance bonus reflects $146 of

contribution by the recipient, is that correct.?
Secretary RICHARDSON. Yes.
Senator Mn.um. Now, does that mean that when you bring in the

revised chart that the $1,600 will be reduced by $146 dollars or that
the State supplement, for example, would be reduced by $146. 1 would
like to find out where that fits.

*See appendix D, p. 1191.
(593)
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Secretary RIoiHARsoN. No, Senator, it would come out of the total
gross money income of $3,756

Senator MmLER. In other words, they would receive $1,600 if they
keep that $2,156 State supplement.

Secretary RIOHARDeON. Yes.
Senator Miuz.% But they would have to write a check to the Gov-

ernment for $146 out of that combined income so that the $3,756 will be
reduced by $146.

Secretary RicixAsoN. Yes. It would be, I assume that it will be
made in monthly payments. That $146 is the gross annual payment.

I might add a word on this which applies to all of the bonuses shown
on the chart. The medical insurance bonus, the housing bonus, and the
food stamp bonus, in each case represent a benefit to the family in
terms of a value received in addition to the cash paid by the family for
the item.

In the case of housing the family would be paying rent out of their
gross cash income, and the bonus is the value of the rent over and
above the amount they are paying. The same is true for the health
insurance bonus. It represents the benefit above the amount paid for by
the family out of its own income. Likewise, the food stamp bonus
shown represents the value of the food over and above the cash paid
by the family for the stamps.

In each case, in response to the committee's requests in April and
May we have eliminated notches or disincentives by providing that a
gradually increasing proportion of the family's income would be
required to pay for food stamps, housing, and medical insurance. To
put it the other way around, a gradually decreasing bonus for each item
has been built in. These provisions were necessary for eliminating the
notches.

Senator MiLER. Well, I understand and that is to me one of the
attractive features of the family health insurance program.

However, if the insurance program is a Federal program, and if
the $146 in the case of the first line up there would accrue to the
benefit of the Federal Government, how would that be implemented?
Would the monthly payments which total $1,600 for the year under
the family assistance plan, be reduced by a checkoff of a proportional
amount of this $146?

Secretary RICHARDSON. Yes, that Ls probably the way it would be
done, Senator.

MEANING OF INCOME

Senator MILLE.R. Now, with respect. to earnings, we have been talking
about cash earnings, but suppose there are in-kind earnings, for ex-
ample, the use of a room or a home. As you know, there are a good
many tenant farmers who receive as a part of the consideration for
their services the use of a house for the family. There are some em-
ployees who receive board, meals. Are those going to be taken into
account in determining the earnings?

Secretary RICHARDsoN. Where such in-kind benefits would be taken
into account in determining income for tax purpose they would be.
I understand that the determining factor in such cases usually is
whether or not the individual is required to live in a place for the
convenience of the employer. In the case where people live on the
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farm, there has been a lot of thought given to the question of whether
or not imputed income should be considered. The conclusion that we
reached at this point is that it should not be. But that does raise
the question you raised earlier, Senator Miller, with respect to whether
there ought to be a differential in determining what. the poverty line
is in rural areas as distinguished from cities. We have agreed that we
would take another look at that.

Senator Mxu.r. Well, of course, that would be an example for this
which would be important. But I suggest to you that there can be a
good many people living in the urban areas who received board and
room or board or room in connection with their employment, and if
we are looking at the economic situation of an individual I am
wondering why that should not be imputed also.

Secretary RIOnARDwoN. In theory, of course, it should be considered
if it is income as distinguished, from room and board. For example,
I think a good clearcut case would be the bed provided to a fireman
during hours when he is supposed to be in the fire station. It is clearly
there as part of his job.

In the program we are talking about benefits become available only
if a family has children. The children need to be in the home to be con-
sidered part of a family. The minor exceptions to that would be the
case in which the father or the wage earner is away for purposes of
finding a job or because the job requires it. Thus, I think that the cases
in which the whole family would be together and would also be gaining
the benefit of free board and room would be exceptional. The determin-
ing factor in such a case should be the one I suggested, whether th.
employee is required to be there for the job. If if is, in effect, a free
beneit, then I think that it should be provided in regulations that its
value be considered income.

Senator MiuLn I am thinking, for example, and I think we can all
think of examples, of a caretaker. There is a caretaker's house on the
property, and the family lives there, and it is meaningful, very mean-
ingful, to them, to have quarters for the entire family, otherwise they
would have to pay rent and possibly food in addition to that might be
involved in the remuneration. It would seem to me that something
ought to be done to try to develop some imputed earnings if we are
trying to hold the number of people down, which is one of the major
concerns of many of us-

Secrety RxcuAwwN. I agree with you, Senator-
Senator MILKL What we are doing is looking at the economic status

of people, and we are not interested in covering people whose economic
status should not be covered.

Secretary RxIA~wN. I think this is a very well taken point.
We have defined remuneration for service in section 443 (a) of the

act. You will find this on pg 9 of the bill with the administration's
revisions under the heading "Income," and under at the subheading
"Earned Income." I think the short answer is that we intend to con-
sider any remuneration which may be in-kind as well as in cash. The
next question, then is whether the nefit of the occupancy of a home
or of fee meals is to be deemed remuneration in a given case.

It has been pointed out to me, Senator, that the section referred to
there is a section of the Social Security Act which defines remuneration
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for purposes of social security contributions and benefits. It says
"remuneration paid in any medium other than cash." So, in other
words, if it is remuneration paid in-kind it still counts as income.

Senator MiL.R. Then what we are really talking about in the case
of earnings is not just cash income.

SecretaryRjOIIARDSOW. That is true.
Senator MJ:.r.!E But cash or in-kind.
Secretary R IcumfmAoN. Ybs.
Senator Mi..ara. Thank you.

$60 MONTHLY DISREOAD

Now, I realize it. is difficult to refine things when you are trying to
cover a large volume, but, at the same time, I suggest to you that you
might do a little more refining, if I am on target on this, in the case
of the imputed $60 a month expenses which we are disregarding be-
cause to me what that means is that if I read the chart correctly,
a person who receives $720 in actual, let's say, cash income is deemed
to have had $720 of expenses in connection with earning that income
as a result of which his earnings are zero. Is that correct I

Secretary RIcIIAsoN. Yes.
Senator MILEZR. Wouldn't it be more realistic to scale out that $60

a month proportional to the total earnings because to me it just does
not make sense to say somebody who earns $720 a year has had $720
of expenses. I can see that if somebody has, let's say, $5,000 of income
a year, but you are treating them all alike. In other words, first, a
person who has $5,000 of income, has an imputed expense of $720; a
person who has $720 income had imputel expenses of $720. I suggest.
to you. that that is a little too simple. I realize it is very workable but
I don't think it is fair.

Secretary RICHARDSON. Senator, I point out that to some extent the
matter is presented artificially on the chart. It is rather hard to con-
ceive of an individual working full time receiving only $720 in a
year. The $720 is 12 times $60 a month, and $60 a month is a fair
average figure for the costs that would be incurred by an individual in
going to work. The more likely situation might be one in which the
$720 of income had been from part-time work incidentally during the
years or in part of the year. In the case of the Individual who had
worked during tho whole year, earning $3,000 for example, the
monthly working expense of $60 would be a fair estimate.

At any rate you get into a great many problems of the kind that
are showing up nor in the 1967 amendments where an attempt is
made on a case-by-case basis to cover identifiable work-related ex-
penses. One of the things we do want to do under this program is to
be reasonably fair and to simplify the administration so tat it can
be handled without a great deal of constant paperwork and recalcula-
tion of benefits.

Senator Mx..- I recognize the administrative necessities but, at
the same time, I question whether the necessities are so great as to
have an across-the-board imputation of expenses.

-Now, do I detect from your answer that in the case of those with
part-time earnings that they would-h-e-only a part of the $60 a
month or $720 a year imputed expenses allocated to them.
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Secretary RiI[ARDSON. No. It is deducted from the first gross
earnings. But I was trying to make the point that the situation would
be an unlikely one in which the individual's earnings were actually
$60 a month evenly throughout the year.

Senator Mtuaui. I realize that would be unlikely but I can see how
it could happen. Now that is an illustration merely to point up wlmt
I think is an oversimplification on the matter of the imputation of
expenses.

it would seem to me that one other approach, at least, that might
be tried, would be to impute expenses on the basis of dollar amount,
so much expenses for each thousand dollars or major fraction thereof,
or possibly on a percentage basis. You might find that that would be
administratively workable. I would liko to suggest that you have your
people look at that because this does give me some difficulty.

Sberetary RIOHARDSON. I would be glad to do that, Senator.
I might just make several supplementary observations. One is thit

the $60 figure was arrived at. on the basis of a Bureau of Labor
Statistics survey of costs of working in seven cities. It is an average
drawn from that survey. It is supposed to cover expenses like trans-
portation clothes that an individual would not otherwise find it nec-
essary to buy, union dues, and so on. But the second quite important
point is that the disregard of the $60 a month figure is in itself de-
signed to provide a degree of work incentive to get the individual
over the threshold from no work to some work. To allow the individ-
ual in these circumstances to keep the first $60 earned in a month with-
out a deduction in the family assistance plan benefits or State sup-
plement does have that function.

However, we will be glad to reexamine this. I think the question is
well taken.

Senator MIuriE. I am well aware of what you just Faid about the
incentive, but as you well know, while the incentives speak very well,
if it appeared one of the problems is whether the incentives are great
enough and if you treat them all alike starting with the lowest echelon
income on up, treat them with imputed expenses of $720 a year, it
might tend to impede the-incentive side of the ledger that we are
looking for. In other words, if somebody is making a thousand dollars
a year and'has imputed expenses of $720, and somebody makes $2,000
a year and still has $720, you are treating them both afike, and I sug-
gest to .you that that has a disincentive impact as between earnings
categories.

In any event, if you would look into that I would appreciate it very
much.

Secretary RicHARDO. We will do that, Senator.*

WELFARE REDUTIION8 FOR REFUSAL TO TAKE TRAININO OR WORK

Senator MxuzL. Now, Senator Williams asked you yesterday about
what would happen in the case of a person who refused to take job
training or to take a job, and my understanding is that the $1,600 or
the family assistant plan benefit, whatever it is, would be reduced by

tpn0.

*The Department's response appears in appendix C3, p. 1106.
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Secretary RIcIARDSoN. Yes.
Senator MILm Then the next question was-
Secretary RICIHARSON. COrrc.
Senator MiiLza. What would happen to the State supplement? In

the oase of New York, for example, the staff advised us that the
amountlof $2 156 would be reducedby $124.

Secretary RICHARDmoN. I do not have before me, Senator, the basis
on which that calculation was made.

The essential answer is that the supplement would be recalculated
on the basis of a family of three under the provisions of the State plan,
taking into account any income they otherwise had, including the
family assistance benefit of $1,100 in this case. -

Senator MILm. What I am getting at is that since with respect to
the family assistance plan benefit in le case of the first two categories
we would reduce the family assistance plan benefit by five-sixteenths,
why not require that the State supplement be reduced by the same pro-
portion at least?

Now if we did that in the case of the New York State supplement of
$2,156, five-sixteenths would be $674, and we would be treating the
State supplement reduction just the same as we treat the family assist-
ance plan reduction or family assistance plan benefit, and to me that
would be more consistent.

Secretary RcARDsoN. I think that is a good idea, Senator. It may
be agood way todo it.

The bill is not explicit as drawn on this point. We will submit
language to make perfectly clear the consequence we intend.

Senator Mmm. It would be consistent with what we are doing on
the Federal side and I think it would be just as administratively
feasible if not more so than doing it the other route.

Secretary RIcHARDsoN. I think That is true. It would have tihe fur-
ther advantage of moving in the direction of one of our major ob-
jectives which is to bring about a greater degree of uniformity among
the States.

REDUCING WELFARE ROLLS

Senator MuiL.- Now, finally, as I indicated the other day one of
the concerns I have is that according-to the figures in the staff report
if this plan went into effect as passed by the House, with the amend-
ments you have recommended to us, but not with the family health
insurance program in it, about one out of every four citizens, of the
people, I shoud say of Kentucky, would be deriving some benefit
from welfare. Now this is a tremendously high proportion of people
in a State, and I suppose you might get into some counties where the
proportion would be even higher than that. Just looking at it from
the State standpoint, this causes deep concern on the part of myself
and a number of other people, and when I get back to my State and
point this out there is great concern expressed about the proportion of
the population in a State that are deriving benefits of this nature.

Suppose that you ask your staff to devise or revise this program
so that only one out of eight in Kentucky would be covered. That
would still be more than are presently covered, substantially more,
but I am just wondering what kind of a program we would see if you
did that.
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Secretary RicHjAwsN. The most obvious way you could do that
consistently with the approach set forth in the bill would be to reduce
the family assistance behefit which, as you know, is calculated on the
basis of $500 each for the first two members of the family, and then
$300 for each additional member. This is, we think, a pretty low
benefit level as it is

The only other possibility--one which we could look at-would be
to have a minimum cutoff. One of the reasons that the numbers of
People added under the family assistance plan is as large as it is is
that many recipients would be receiving rather small amounts of
cash in a 12-month period. We have a calculation on this which shows
that there would be a substantial number receiving less than a hundred
dollars during the year.

Senator Mui.- Have you provided that for the record?
Secret RIcHARw.0N. I don't think wo have but I will be glad to

do so at this point.
Senator =mz~. I wish you would.*
Secretary RICHAmRsoN. There is this further comment to be made.

The numbers of families and individuals covered under the plan ap-
pear larger in comparison to the present AFDC roll than would prob-
ably turn out to be the case because comparisons are made between the
number of people who would be eligible for coverage under this plan,
on the one side, and the number of people who are actually on the
AFDC rolls on the other. It is very di!Hcult to guess how many people
there are eligible for AFDC who are not now on the rolls, but our best
estimate is that only about half of those who are technically eligible
are now receiving AFDC benefits. If the same ratio of recipients to
eligibles were applicable under family assistance, then the compari-
sons that are shown in the committee's blue print substantially inflate
the number of additional families and individuals who would be re-
ceiving aid.

Of course, one of the factors we identified yesterday as responsible
for the rapid rise in the AFDC rolls is that more and more of those
who have been eligible are finding out about their eligibility in one
way or another and-are applying for benefits.

Senator Mnlumi I can recognize some slippage in any plan, but I
think that the purpose of the Congress in enacting something like
that is those who are legitimately covered, and probably sought out,
that there should be no slippage as far as our coverage is concerned,
and if that is our purpose, and I think it is, then it seems to me that
what we ought to be liking at is what is the coverage of the law and,
as I understand it, by the committee's staff work, about one out of four
people in the State of Kentucky would be deriving some benefits, and
I suggest to you this is a very -high proportion.

Now, if you were to ask your staffto revise this plan so that only
one out of eight would be covered, I am wondering why you couldn't
tikle this fom several standpoints. For example, doing something
in the area of exempt earnings somewhat along the lines that we
talked about a few months ago, refining it a little more would be one

The Departmnt'u reepon" appeuu In appendix C, p. 1156.
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way. I don't know how many people that would affect but that might
be one area to explore.

Another would be, what would be the reduction in the coverage once
the family health insurance plan gets into effect, and I would think
that that might chop off quite a number of people.

Another would be to sale down the eligibility by using a sophisti-
cated approach which would be based upon the differences in cost of
living by area, and as between rural and urban.

Another possibility would be for you to recommend that the Con-
gress change the low-income allowance, which we passed with the
Revenue Act of 1969, to increase the coverage there so that the tax
law would not extract as much tax from some of these people and
as a result of that, would not add them to the number of people covered
under this plan.

These are just a few ideas that have come to my mind as to what
might be done by way of trying to revise this so that there isn't what
appears to be such a tremendous number of people in the State of
Kentu!.ky, and others, who would be covered. I suppose that if we
refine this by urban and rural and perhaps by cost of living in addition
to that by area, that we might find that that alone would change the
picture in Kentucky considerably.

Secretary RiCuARDSoN. In reference to the cost of living variation
among different regions of the country, I think it is necessary to point
out again that this is to a large extent covered by the differences in
the State supplements. Generally speaking, the areas in which the
cost of living is highest are also the areas where the present AFDC
benefits are highest and, therefore, where the State supplement wouldbo hi nest.

I aso think that there is merit in your suggestion. If we are going
to enact a program, then there is some kind -of affirmative responsi-
bility to assure that those who are eligible for it have the opportunity
to benefit from it. But on that approach the AFDC caseload could
be expected to grow very much higher than it is now. If our estimate
that only half of those eligible are receiving AFDC benefits is correct,
then the rolls could be expected, potentially, to double. But if the cal-
culation were made on the basis of potential recipients, rather than
the eligible population, then the additional numbers who would be
1)overed under the family assistance plan by comparison with the
present caseload would be proportionately less.

One indication of the differential between eligibility and actual tak-
ing advantage of existing programs is the fact that the food stamp
progam now makes more people eligible for food stamp benefits than
would be covered under the proposed family assistance plan, and yet
the number taking actual advantage of this is, of course, lower.

The food stamp plan breakeven is about $4,200 income for a family
of four, and the plan includes single people and couples without chil-
dren. So even under an approach that did, in a sense, aim at informing
people of their eligibility, there would be some substantial slippage.

But these are just comments, in effect on this general question. I
think the point you raise is a very significant one which we will cer-
tainly look into further and be prepared to discuss with you at a later
date.
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Senator MLitP. Well I, for one, would like to see what an alternate
plan looks like which, you could say:

We will ask for an alternate plan under which one out of eight people in Ken-
tucky will be deriving benefits rather than one out of four, and here is how we
did It and here is how we could have done it otherwise, too.

Then you give us a basis for making a decision. We may not agree
with it but we know what the options are, and that is one thing that
I am, and I think others also are, looking for are options because we
are concerned. We want to do something but 'we don't have the options
and we are not quite sure where to go.

One other option that I do hope you will explore is this matter of
increasing the low-income allowance coverage, because the joint has
been made why not increase the low-income allowance, don't add them
to the welfare rolls, instead of leaving a category untouched by the
low-income allowance as a result of which they have to pay taxes, as
a result of which they come under this plan, and to me that makes a
lot of sense.

So if you would have your staff make a study of these options and
give us as many alternate plans as you wish, but I think we need
options before this committee.

Secretary RIcAwson. I would be glad to do this, Senator. I con-
sider that our role in relation to this committee is, first of all, to make
as clear to the committee as possible what the route has been that was
followed by the administration in reaching the point it is at now. We.
want to do whatever we can to make clear what was considered and
rejected and why. We would be glad, as you have requested, to provide
additional options with all the relevant considerations, as we see them,
and the underlying data so that you can consider the course you want
to take.*

Senator Mruxa. I appreciate that. You have indicated your com-
plete willingness to work with the committee, and I detect that most
of the questions have taken a turn for, what you might say, the con-
structive side of it. I think all of us are in agreement on the need for
a change of philosophy. I didn't hear any dissenting reactions by means
of the committee when Secretary Finch appeared and laid out a
philosophy, much less is there criticism, or, should 1I say, disagreement,
over the criticism of the present plan. We all understand that that is
bad.

What we are striving to do is to come tip with not only something
better but something that is going to be received well by the people
affected and by the people paying the bill, and all my questions have
been asked in that vein and I am sure you understand it.

DETFR[ININO ABILITY TO WORK

I would like to ask one more question, if I may, Mr. Chairman, and
if this-has been covered please forgive me.

In determining whether a person is able-bodied, what would be the
procedure in administering this legislation for that? Does this require

*The Department's response appears in appendix 0, p. 1157
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a medical certificate or just how does one determine whether a person
is able-bodiedI

Secretary RIOAnuDoN. It would be done by referral of the indi-
vidual who claimed a basis for exemption from the registration re-
quirement to the State vocational rehabilitation agency, which would
then make a determination on the same basis essentially thRt they do
now for purposes of disability benefits under the social security l)ro-
gram. That would also mean that in having the opportunity to deter-
mine the degree of disability of the individual, the vocational re-
habilitatiodn agency would have the opportunity and responsibility of
determining whether or not the individual could be rehabilitated to
the point of being able to work. And it is, as I think has been men-
tionid from time to time, a requirement in those circumstances, if a
feasable rehabilitation plan can be developed for the individual, that
be accept this rehabilitation program as a condition of continuing
eligibility for assistance. This is similar to theprovision under which a
person would be required to undertake additional -training or, as the
case may be, to accept an available job.

TRAINING FOR THE EMPLOYED

Senator Muzx. Thank you.
I do find one more question and then I will be through.
Suppose we have some people who are earning $2,000, and they are

unhappy with their lot in-life, and they want to take training because
.they figure if they take training they will earn $5,000 or $6,000, what
do we do in that case? They decide that in order to take training to
better themselves they are just not going to be working and earning
$2,000 for 6 months or longer, what do we do in a case like that?

Secretary RIcHARDsON. We do two things, Senator. First or all, the
individuals who are already working would register with the Labor
Department on the same basis as the unemployed individual would

ster.rn the second place, we have specifically planned for 75,000 re-

training and upgrading slots for these people in addition to the 150,000
training slots that would be provided for those who do not now have
any jobs. We hope that, as the program develops, more and more of the
male heads of families working full time, but at very low wages, would
take advantage of these training opportunities.

Senator Mft.ii Well, would that person be given a lower priority
for this training than somebody who is not working at all?

Secretary RIoHAnwsON. No. This is why we provide for 75 000 slots
that fire set aside specifically for this group-in order that there will
not have to be at least for that number in competition with the group
who are unemployed.

There is also the provision that I mentioned yesterday that would
encourage employers to provide on-the-job trailing through making
available to them the amount of the family assistance benefit for the
individual, to be counted toward a subsidy of an on-the-job training
program-

Senator Mmuut. Thank you very much. Thank you very much, Mr.
Chairman.
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Senator ANDERSON. Senator Byrd. _
Senator Bw. I will yield to Senator Harris.
Senator HAlus. Thank you very much.

REDUCTION IN BENFFIT8 FOR THOUSANDS UNDER FAP

3r. Secretary, as you stated the other (lay the revised bill would set
th'e"State supplementary payment level at the amount a family with
no income would be paid in the State, and that would result, it was
testified, in a welfare cutoff for some* and for others a reduction.

Further, the revised bill, as you have testified, would discontinue
Federal sharing in payments to families with an unemployed or under-
employed father in the home.

Thereafter, you testified, as I understood it at the time--perhaps
it was not intended to be a commitment but just a statement of pos-
sibility-that there was some intention on your part that there would
be a grandfather clause so that no person now receiving benefits would
have them eliminated or reduced by the passage of the revised bill.

And then, I noticed in the morning paper, yesterday afternoon,
when I was not here, you made some commitment about reducing
some assistance payments now without even waiting for the passage
of the new law.

Now, where are we in regard to people who would be cut off wel-
fare or have their welfare reduced under this bill or by administra-
tive action which you plan?

Secretary RicuHADsoN. Well, there are three distinguishable situa-
tions involved, Senator. One is the unemployed father of an AFDC
family. The second is the problem that arises out of the fact that in
22 States there is a differential between the amount which the State
AFDC program defines as the needs of a family of a given size and
the actual amount paid to the family under the State public assistance
program and which either impose statutory maximums, or pay a
percentage of unmet need. In those States there is a gap between the
actual amount paid and what the State says a family of that size really
needs to live on with the result, that there is a disregard of a portion of
earning which the famil ma receive between the actual payment level
and the need standard. In other words, the family in that situation is
able to keep a larger amount of its earnings than when it reaches the
need level, where the so-called "30% formula" takes over.

Now that, of course, produces a hghly inconsistent situation among
States with respect to the relative earning incentive of families with
earned income.

So the Deprtment pur orted to take care of that in section 452 of
the bW on ab;i whikh in effect, would have provided a single State
supplemental payment for all families of a given size.

Senator xs. This was a change between the time the first bill
was submitted and the revised bill was submittedI

Secretary Ric msox. Yes.
Now that would have resulted in a situation in which as many as

800,000 families could lose benefit. So in order to avoid that, I said
that having considered various ways of handling the problem we would
propose to'grandfather" present recipients.

Senator HGims. Could you furnish us with a list by States of those
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numbers and the amounts of money involved that would be cut off or
reduced as a result of that provision, save for the possibility of grand-
fathering them inf

Secretary RICHADsON. Yes.
Senator HARm Now, go onto the grandfathering situation.
Secretary RIIcADs9N. Me third situation-
Senator HARem. No, what is your position presently with regard to

grandfathering in those numbers
Secretary RTcMARmDo. Well, we think we should do it and our pro-

posal in effect would be to "grandfather in" all the individuals and
families who are presently getting this benefit but not for families
newly coming on the rolls. The number of families involved would
decline, considering that there is roughly a 50-percent turnover in the
AFDC roles in a given year.

Senator HAMUS. Now, let's go to the other cases that I mentioned
and you mentioned in exactly the same way: what the numbers are, and
let's get charts, if we may, by States of numbers and money of cutoff
or reductions as a result of the revised bill, and then what your posi-
tion is in regard to grandfathering them in.

Secretary RCHARDSON. Well, this brings us to the category of the
unemployed-father AFDC family. There are about 90,000 of these
families nationwide. We felt, in looking over the situation as a whole,
that providing supplementation for this group and not for the working
poor created an actual incentive not to obtain a full-time job. If we
maintained the bill as passed by the House, this would occur because
an individual could work up to 30 hours a week, or at the State's option
35 hours a week, and still be considered unemployed for purposes of
this provision of the law. So under our June revisions we recommended
to the committee that the Federal Government no longer participate in
supplementation of unemployed-father families. This would mean
then that, except where the State made up the difference, there would
be a potential reduction in benefits for those in families.

Senator HAIRRs. The difference between your first bill and your re-
vised bill, except for some other action, would be a reduction in wel-
fare payments in this category, I believe you have said, for something
like 90,000 families.

Secretary RicHAnDoz. 90,000 families.
Senator HARRIs. Could you give us a chart on that, then, showing

how that breaks out by States, numbers and amounts so
Secretary RICHARDSON. Yes, we will give you both the charts you

ruested.
rThe information referred to follows:)

Under the Administration revision of H.R 16311, there would be no Federal
participation In State supplementation of AD(O-UF cases. Furthermore, Section
452 of the Bill would specify a payment schedule for State supplementation that
Is different from the present AFDC payment schedule In some States. These two
provisons would result In Federally mandated payments being lower than actual
current law payment for some families. If all such families already on the AFDC
rolls were "grandfathered" Into the old payment schedule with the Implementa-
tion of Family Assistance, the following table shows families affected by State
and the first-year costs of such a change in the Bill:
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lOollars In mlllon]

Number of fenlles affected
by - Cost of Gre'dfthering'

UF repeal Sec. 452 Total Federal

Total ........................................ 79,100 370 200 $19&.6 $59. 4
t. Al ebma ..................................................... 5:100 1.0 .3
2. Alak ...................................................... 1300 .8 .2
3AUt, ...................................................... 5.700 .3 .1
4. Arknses ................................................. . 6.300 1
5. om ..................................... 31000 121,6 0 71.9 2,.
.olod .................................... 600 ........ 1.1 .3C"VW * L" .......................... .............................. ..............................
IL 8oeao ....................................... 100 '2.90 - .6 2
9. D t t of Cobmb!e .....................................................tC.l....................... "

10. Florid................................................ 38.600 2.1 .6
G i4 ...................................................... 4.1 1 2
fw-M ......................................... 300 .........:.... . . .21.Ido ............................. ................................................................ .

1. da ......................................... 3,500.............. .7.6 2. i
IS. ledim .a......a......................................... .... 15,900 6.4 1.9

, ..................... .......... . ........ .... . ..
I. Kentucy...... .................................. 11,100 .1
Is. Louisiana.............................................. 111200 2.2
20. Mne.......................................... 100 7.300 3.2 1.0
21. Maryand ....................................... 400 ............... 3 .1
-22. Usssadh2setts .500.............. 61 1.8
23. kI"cia ....................................... 1,300 .............. 3.4 1.0
24. Mine b .............................................................................................

M bls ................................ ,000 .7 .2i
300 2S400 5.8 1.7

2. M ataa..................................................................
2L Nebrsk.................................. 00 5 to0 .16 .5
29. oeda........ ..................o.......... .2000 .6 .2
30. Hw HampAre ......................................................................
31. N w Jeey ................................... 00............... 23.8 7.
32. New M o ........ ......................................... 4.300 .1
33. New York ...................................... 13,900 .............. 29.6
3.North Camr*i ................................................ 14,100 .5 .2
35. Nodh Dakota ..........................................................................................
3, Ohi ........................................ 2,400 .............. 2.3 .7

Oklahoma ................................. 300............... .. I
. Oron .................................. 3.o0............... .4.3

3A. oeag eom .................................26W . 5.9 1.8
40. ho" ad ........ ; ........... .5 .2
41. Suthixas l3 ................................................. , .7 .2
42. South Do................................. .... .. 1 .2
43. Ternes ................................................... . .
44. To s ..................................... .....................................................
4 tah .. .................................. 600 .............. .8 .2
4. Vrmat. ...................................... .............. . .1
47. V a . ....................................................................
46 Ws qls............ .2.4W.............6.6 2.0
49. Ws wgl............ .3.700 3.900 .2 .1
5k WIMnI n ... ..... ..... . ..... . o .............. ...... .........................
51. Wyom" ................................................ 600 0 (1) (
5*. Guam...................................................................................
53. Puerto Itico .............................................................................................
54. irgilanIds ............................................... .. 200 .1 (1)

U"s Uhn "" 0V^00.
Note: Odlial State estimates for fiscal year 1971. Actual caseload will probably be higher.

Senator HMms. All right. Now what is your position, then, in
regard to grandfathering in that group and how does that fit in with
the talk about the regulations I

Secretary Ri0HAwisoN. Well, here we have in mind maintaining
State supplementation for these families for up to a period of i2 years.
This brought us to the question, which we haven't fully resolved at
this point concerning the family where the father goes to work for
a couple of months and has an incetitive to lose a job again prior to
the enactment of family assistance in order to continue to get the sup-
plemental benefits for a couple of years.
Senator _{mu . Is that problem brought about by the revised bill's

recommendations or is that a problem of the grandfathering in?
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Secretary RioniAM)soN. Part. of it is it problem under the existing
law. Under the grandfathering approach, the problem arises because
it. would be necessary to determine when a family would cease to be
entitled to the higher benefits applicable under present law to an
unemployed father family. For example, a father goes to work at a
full-time CmeaIninf a job more than 35 hours a week, and therefore
ceases to eligible or the State supplement, but loses his job in 6
weeks or 2 months. We would have to determine whether the fam-
ily would go back on to the unemployed father rolls or wouli they
thereafter ie on the same footing as other male-headed families. rhat
is the question that arises under the grandfather provisions themselves,
and we haven't definitely arrived at a recommendation to the commit-
tee on just, how to handle that problem.

Then the final question that arose, which we discussed yesterday,
is the question of how much work in a week should the father be e5 -
abled to do and still be conisdered unemployed. What I said yester-
day to the committee was that we would revise the Department's reg-
ulations on this score. What I have in mind is to make sure that the
regulations are so written that the Federal Government is not supple-
menting the income of a family where the father is working full
time for 35 hours a week. In this regard we are talking abut exist-
ing law and not about the bill.

I think we do need to consider the question of providing some
continuation of eligibility for a family where the father may work
35 hours in a given week because of some temporarily available job, for
C. viple, as distinguished from a situation where l works regularly.

I think we also need to look at the kind of work or whether he
may be in a situation where lie can earn quite a lot, of money at high
wages in a high skill trade, for example, during a short period, but
have relatively few hours of work other parts of the year.

At any rate what I said to the committee yesterday was that we
would revise these regulations to exclude the possibility of abuse on
the part of 4 father who is working regularly or who does work at
substantial income for shorter periods.

Senator Ifbus. That spotlights, of course, my concern. I believe in
every instance that you have mentioned here during the last days,
when you have made an effort to rationalize what is a very irrational
system, and avoid these notches that apply, disincentives to work
which presently exist, you have done it to the detriment of the re-
cipient. He winds up being the victim of rationality. We would get
a much more rational system at his expense. We would wind up
cutting down his medical insurance bonus or we would wind up
phasing down his food program or we would wind up cutting down
the unemployed father family payment or we would wind up cutting
down or cutting out the Federal sharing in the supplementary pro-
gram for those who work. Always, under your recommendation, we
would wind up trying to make a more rational--stkm at the expense
of the person we started out to help.

We all have been talking about the need to help poor people get
what they need most, which is money. Yet, it seems to me, in trying
to construct a more beautiful system you have done lust the opposite
in so many ways here in this revised bill. I don't think that you can
cure it by this grandfathering business. I think, first of all, there are
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very serious questions of constitutionality about that. If a person
is entitled to it now, a person in the future is, also. Secondly, I think
that you would just perpetuate the notch problems or you would
start up new ones. It is morally illogical, I think, to say "Well,
the people presently receiving assistance ought to continue, but in
the future we are not going to do it." We ouglht to remember why the
unemployed father program was established; it was to try to reduce
the terrible pressure in the present system for the breaking up of
families. Everybody has said that is his goal, and yet you are not going
in that direction.

So, that worries me very much, all these recommendations that
have to do with the subject.I have a question or two on other matters,
but if you would like to respond I would like to hear it.

Secretary RIcHAPDON. I would like torespond, thank you, Senator.
I think it, should be emphasized that each one of the situations

about we have just been talking is a situation affecting a relatively
small number of families in proportion to the total involved under
the reform.

Senator HARRIS. Mr. Secretary, you have said that once before, that
this only involves 90,000. That reminds me that Senator Richard Rus-
sell told me once that when he came to the Senate, the then Senator
from my hometown, Thomas P. Gore, a blind man, was chairman of
the Armed Services Committee; he said they had a meeting about
benefits for the widows and orphans of those who had been killed in
the Spanish-American War. Senator Russell said, "I was a rather
young man, and I said, "well, I don't know how you can call it a
war; There were only 385 people killed in the whole engagement.'"
And he said that Senator Gore looked at him, almost as if he could
see him with his sightless eyes and said, "Son, for those 385 it was
a hell of a war." I think the t might be said for those. 90,000 you are
talking about I don't think it is good to say, "Well, there are ,not
very many of them." For those people, that is a very, very serious
matter, as well as for those who are going to be in,'that position in the
future.

Secretary RICHARDSON. Well Senator, this is why we are proposing
to do what we have outlined ior those families. But the point I am
trying to make is that your comments suggested, that in seeking to fix
the system and to eliminate the inequities and disincentives which now
are built into it that the inevitable consequence was to hu-t significant
numbers of ople. We concede that it does hurt some people.

Senator ID, us. I don't think it should. I think you can go in the
other direction.

Secretary RICHARDsON-. The point is the reforms we have proposed
do help, on e basis more adequate than does existing law, very large
numbers of people, much larger than the numbers who would be hurt,
and the problem, therefore is how to move toward a more adequate
and fairer program of Federal support of the incomes of poor peo-
ple, including the working poor, m a manner which does the least dam.
ae to those families who happen to enjoy under existing law a par-ticularly ,high combination of benefits. So what we have been talking
about really is how to handle the transition. But I don't think we ought
to lose sight of the fact that the overall impact of our proposals will be,
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we believe a much fairer and more adequate level of support for most
poor peo le in this country. I think this is particularly true with re-
spect to the impact. of our proposal to cover th working poor.

Senator HARRIS. Your argument is that, during the transition, that
in order to help some others not now helped sufficiently-the working
p"or, in particular, and I certainly agree with that-that some have to
give up something that they now have. Then, in order to got around
that, you have said, "Well, we will grandfather them in. They ouffht
not to have to pay the burden of the improvement in the system, is
thatso?

Secretary RiquADSoN. That is so. The point you made about the
unemplo.ed father category is true. As you pointed out, the reason
why the law was amended to enable the States, if they chose to do so,
to provide benefits to families with an unemployed father was to
reduce the incentive to family breakup. It is true, that if we put the
unemployed-father families on the same footing as the em ployedfathor
families under our present proposals so that there would be no State
supplement to those families supplementation of female-headed fan-
ilies would continue and therefore a degree of disincentive would re-
main. It is not as great as it would have been before because by cover-
ing the working poor we would give a family of four the equivalent of
combined benefits of family assistance and food stamps an income
equivalent of $2,440 plus health insurance, which is a lot better than
it was before. But the alternative would be to provide benefits to em
ployed families on the same basis as they are now provided in those

tates that have unemployed fathers. That solution involves a problem
of cost.

REVENUE SHARING AND FAP

Senator HARRIS. The real alternative is'a matter of money, and you
just said it there: it is a matter of cost. It is important to note that,
between a beautiful system of assistance and actual financial assistance,
those we are concerned with here would choose actual financial assist-
ance. As you said, it is a matter of costs.

With respect to revenue sharing, how much money is in the Presi-
dent's budget for revenue sharing which, I trust, we are not going
to enact this year. How much would that add to the $1,600 FAP level
if Congress decided not to pass revenue sharing and, instead, added
that amount to this program, which is a method of revenue sharing,
that is, it takes some responsibility from the States and assumes some
more for the Federal Government.

Secretary RICHARDSON. Well, the first year of budget allowance for
revenue sharing proposed by the Presi ent is a billion dollars, and
this would mean then that-

Senator HARRIS. I believe that would almost exactly eliminate that
problem you have discussed in regard to unemployed the underem-
ployed fathers, wouldn't it?

Secretary RichARDsoX. Yes, that would be about it.
Senator HARRIS. How much would it raise the level of the basic

benefit under the FAP program for a family of four to use the
revenue sharing the first year for that purpose?

Secretary RICHARDSON. You mean to raise the basic benefit?
Senator HARRIS. Right.
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Secretary RiciiAMui.'oN. It. could be raised front $1,600 to about $1,800.
I might. also clarify for the committee in the spirit of Senator Nelson's
request. for option that one of the Ways of dealing with the funding of
the family health insurance proposal would be to raise the basic benefit
by, say, hundred dollars.

Senator HARRIS. What. about the food stamp) program, first at the
cost as passed by tie Senate and, second, at the cost. as recommended
b- the President. How much money is involved in each of those propo-
sitions, and what would that raise the benefit level by, if you paid that
in cash, rather than in f3od stamps ?

Secretary RicHAmSO.N. We have calculated, Senator, that the I1resi-
dent's food stamp reconnendations would cost. $1.8 billion in fiscal
year 1972, assuming that the stamps would be made available to all
the families whom we would propose to cover under the family assist-
ance plan as now before you.

UNIFORMITY OF PAYMENT'S NEEDED

Senator HARMs. As you know, I have introduced a plan which does
not have these notch problems. Also it vould give some uniformity
among the States, with no incentive for migration, if there is such
an incentive now. But. under the bill which you have proposed, even
tie revised bill, you would still have considerable variation, wouldn't.
you, in the amount of payments? Isn't it true that if the Federal
Government took over the administration of that part of the pro-
gram you would be issuing checks to families of four in similar cir-
cumstances that would still range from $138 to $347 a month?

Secretary RICHARDSON. Well, of course, that differential is brought
about by the State supplement.

Senator HARRIS. That is my point. You have said that uniformity
was one of our goals. Secretary Finch said that was one of his goals.
President Nixon has said that a child in one State should not be worth
more than a child in another State. My point is: How much will we
really be getting away from that present variance which we have all
uniformly condemned, if we enact the revised bill which you recom-
mend i

Secretary RicHAIDSON. Well, there would be at the lower end of
the scale an increase in benefits for a family of four in approximately
eight States which would account for aboUt 18 percent of the families
covered under the proposed plkm. Tlhese would be the families who
would, in terms of present AFDC coverage, actually gain in benefits,
putting aside for the moment the working poor families.

At the upper end of the scale, there would be Federal participa-
tion in 30 percent of the State supplement up to the applicable poverty
level for the family. But it is true that there would remain differ-
ences. Elements of uniformity would, it is fair to say, be achieved
in other ways that are also significant. These would include determina-
tion of eligibility considering such important factors as the amount of
assets that a family could have without being required to liquidate
anything. It would provide uniformity in the exclusion of the family.
home, the elimination of liens, the recognition of the need for a family
to have assets involved in work, and so on. So there would be uni-
formity in these respects where there is a wide range of variance now

4 4-5 27-"/ /-pt. 2 -15
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from State to State. We think that these are all very positive aspects
of the plan.

If we were to go beyond that of course, and to make let us say,
the poverty level itself the basis for determining payment levels under
the plan, we would be committing the Federal Government to vastly
increased costs.

Finally, there was a point brought out by Senator Miller that there
are, after all, variances in the cost of living regionally and these are
circumstances taken care of by the State suppl ement.

Senator HARms. That type of variation would be taken care of any-
way in any kind of a new system. I don't think that is any argument
against the federalization of he we fare system which I support. What
worries me, Mr. Secretary, is that, here, we are giving apple to under-
stand that we are in a major way revamping and overiauling the sys-
tem and eliminating all these problems, but in many ways we are
perpetuating a great many of them. One such problem is this tremen-
dous variation between States on how much people receive. But, again,
as you said, that is a question of costs. Congress must decide, as the
President has, how they think limited resources should be divided.

WORK EQUiREMENTS FOR 'MOTHER

Let me ask you another question. We often do things, as we have
with this welfare system in the past, and then wake up to find it has
made many rather serious Judgments--about how people ought to live
in this country, and so forth-that maybe we hadn't intended. I worry
about this and about the work requirement in regard to mothers, as
you know. The questions that this new system raises are ones that we
might well pause and consider carefully. Do we consider, for example,
a mother's work caring for 0Theh people's children more valuable than
what she does for her own ? Do we consider a mother's work in the
home, where a working father is present, more important than that of
a mother raising children alone? The latter question, of course, is, as
you are quite aware, prompted by the requirement in the bill that a
mother of school-age children, where there is no father in the home,
sign up for work and training, whereas, if there are two parents in
the home she would not be so required. What about those kinds of
questions Have they been thought out I Are those the kinds of judg-
ments society wants to make, that society and children are better off
when a mother is required to go to work, rather than be at home with
her children ? The operative word is "required."

Secretary RIcaARMON. Well, let us take the second point. Cer-
tainly the plan before.you does reflect the judgment that, where we
are talking about providing an income supplement under a public
program paid for by taxpayers generally, it is reasonable and fair
to expect that a mother who can work, even if her children are in
school, will work if she is given the opportunity and has the training
that enables her to work.

The proportion of American women today who have school-age
children, who can choose whether to work or not, and who do choose
to work, is very high, and growing substantially. On this basis, it
is reasonable in determining whether or not a family should have
its income supplemented out of public funds to say that, as a condi-
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tion to receiving that income supplement, the mother should be will.
ing to receive training and to take a job if a job is available. I would
agree that this is the kind of thing that one could very well debate.
It does reflect a basic philosophy toward work, as a condition of
receiving public funds. n this area the administration has adopted
the general point of view I have expressed, and we think that it is
reasonable.

BUILDING INDIVIDUAL INCENTIVE

Senator HARs. I have other questions about day care and other
matters, but let me just wind up now with this on this same point:
Some people say they believe that unless people are psychologically
or phioophically handicapped they will want to work. I believe that.
I think that is so, and I think that we can demonstrate it. I think we
have experience which indicates that the present system traps people
in a cycle of dependency from which they have difficulty breaking out.
And that is why we are all here, I take it, to replace that system with
one which builds upon individual incentive.

The Office of Economia Opportunity has said that its experimental
program in New Jersey indicated that, far from doing away with
the work ethic, additional income which allows people some kind
of a decent standard of living, decent health, decent housing, clothes
for the kids to go to school, and enough to eat, far from destroying
initiativ.a.nd destroying the work ethic, this encourages it even more
and that t)eople want to (1o a little better. They are just like all of
us in this room; they want, to do a little better still. Do you atgree
that that is soI

Secretary RICHARDSON. I do, Senator. I think there are many reasons
for this which transcend the attitudes and mores of our particular
society. I think people want, and I personally believe this is very
fundamental, the satisfaction of the feeling that they are making a
contribution to their community, that they are a part of it. I think
they want the feeling that. they are contributing to the support of
their own children through their own efforts. I believe that this is
a very basic human need and human satisfaction.

So I do not approach these proposals before the committee with
the feeling that most people who have a choice between a job at decent
wages and not working for the same money would choose not to work.
I think it is important to build into the bill a provision that they will
be penalized if they refuse to accept a job. But I expect that the occa-
sions on which this sanction is required would be comparatively few.
I think, therefore, that we need to emphasize, in looking at the work-
incentive side of this program, the other aspects of it, which have to
do with creating greater opportunities for the heads of the families
to work for the very reasons that you have just stated.

Senator IIAnsS. Ithank you for a good discussion and I thank you,
Senator Byrd, for yielding to me.

Senator ANDERsoN. Senator Byrd.

ESTIMATED COSTS OF PAP

Senator B-RD. Thank you, Mr. Chairman.
Mr. Secretary, I would like to go back to where we left off last week.

You were to get for the committee the estimate of the total costs of
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the welfare program for the fiscal year 1972, assuming that your
program is enacted into law.

Secretary RIRiDSON. Yes. What was the question, Senator? I am
sorry.

Senator B-iD. Well, the question is, assuming your program is
enacted into law by the present Congress, what will be the total cost
of the welfare program, the Federal share, for fiscal year 197'2?

Secretary RICHARDSON. About. $8 billion.
Senator BYRD. I find that difficult to reconcile with the fact that

ou state that for fiscal year 1971, if this program were enacted, would
$9.1 billion, and then you said in your testimony las Tlmursday

that it would be on a full-year basis in 1972, it would be somewhat
higher than $9 billion.

Secretary Ricinnso-. Well, Senator, I am sorry we certainly do
seem to be back where we left off. -

The figure I gave you of $8 billion is the figure of the Federail cost
of the maintenance payments under the family asistance plan, and
it is not comparable with the'$9.1 billion which includes the costs of
the training and the day care and food stamps, atid so on.

Senator BYm. That is quite right. That is what we want to get.
Secretary RiCHADSON. The costs, if you include these other factors,

would be roughly $10 billion to $101 billion, depending upon what
the President and the Congress elected to do in providing for levels
of training and day care.

Senator Bym. So for fiscal year 1972, if your program is enacted,
you estimate that the costs will be between $10 billion and $10.5
billion I

Secretary RICHARDSON. Yes; depending, as I said, on day care and
other factors. It could be held down though. The increase in the
costs of maintenance we project is about $200 million. If you allowed
an increase of, say, $200 million in food stamps, then you would have
a Question of judgment of how much more to put into day care and
training. If these were not substantially increased over the figures
shown or 1971, it would, of course, correspondingly hold down the
aggregate increase.

Senator BYRD. In any case, it would be a minimum of $10 billion,
it would rim somewhere between $10 billion and $10.5 billion as a
minimum; is that correct?

Secretary RICHARDSON. Well, I would not say as a minimum. That
is an estimate. It could be less, as a minimum, if the training and day
care figures were held to the 1971 level.

Senator BYRD. It could be more, I assume too. It could be more.
Secretary RICHARDSON. I think it would be very unlikely to be

more, Senator.
Senator BYRD. Then that figure of $10 billion to $10.5 billion would

correspond, I assume, with the figures on page 23 of the committee
print which add up to $9.1 billion.

Secretary RICHARDSON. What was the question, Senator?
Senator Bnm. I assume that the figure of $10 billion to $10.5 bil-

lion corresponds to the $9.1 billion figure on page 23 of this blue
book of the committee

Secretary RIcHARMONI. Yes. I meant it to be a corresponding figure.
It may be high, Senator, if we were simply to go forward with a
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figure for 1972 that reflected only the mandatory increases. Due to
projected increases in numbers of families, and so on, the comparable
figure would be $9.3 billion, assuming that the day care, training, and
food stamps were held level.

Senator ByD. You will make up the fiscal 1972 budget, will you
not, and I assume you are beginning to work on it pretty soon?

Secretary RIIA, SON. Yes; we are. But, of course, the program
has not ieen enacted. Under current law the anticipated Federal
share of the maintenance payments is about $5.6 billion. That may
be a little low under current estimates.

Senator BYRD. You were going to give us a breakdown of the item
listed "Other increased costs" of $0.9 billion-$900 million. What is
the breakdown of that figure?

Secretary RICIIARDSON. That is in three components-$,300 million
of it is for projected increases in AFDC costs under current law;
$200 million is for projected increases in adult categories under cur-
rent law; and $400 million is the anticipated increase in cost of food
stamps due to the automatic checkoff.

Senator BYRD. Well, now, you have got increased costs of food
stamps of $400 million in another category.

Secretary RIc HRloSN. I am not sure what. you mean by "another
category," Senator. It is part of the $900 million.

Senator BYRD. Would you mind giving us a breakdown again of
that $900 million?

Secretary RICHARDSON. $500 million is the cost of coverage of exist-
ing categories under current welfare law; $400 million is the cost of
fopd stamps. We have a tabulation for the committee which was
tobe inserted in the record earlier, and I will see that you get this
this afternoon, Senator.

Senator BYrm. Thank you.
Now, you were too-
Secretary RICHARDSON, There are two $900 million figures. I think

it would be clearer if we had it all written out.
Senator BYun. Where is the other $900 million figure?
Secretary RIcHARnSON. There is a total in the bill of $600 million

for day care and training, and $300 million for administration, which
is a cost of $900 million above existing programs, but not an increased
cost in any recommendation before this committee above the House-
passed bill.

The $900 million I was talking about a few minutes ago was a $900
million difference between the estimates that were before the House
and the estimates that are before this committee. I had occasion several
times during these hearings to point out that. this $900 million is not
a result of any recommendation that was made in the light. of earlier
hearings. They are revised estimates under provisions of existing
law for the AFDC Fnd adult categories and the anticipation of
higher food stamp costs because of the automatic checkoff.

So that is a $900 million difference in the total estimated costs
now before this committee as compared with the estimates before
the House. They are not, I repeat, costs attributable to the administra-
tion revisions themselves.

The other $900 million figure which was also before the House and.which is a cost that does not apply under existing law, is part of the
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additional costs over what the Federal Government would otherwise
pay. This $900 million is composed of the cost of administration due to
the Federal assumption of administrative responsibilities under the
family assistance plan, and the $600 million attributable to expanded
day care services and work training opportunities.

Senator BYRD. Now, you were to supply for the record a reconcilia-
tion of the past and present cost estimates. Do you have those?

Secretary RICHARIDSO. That is the paper we promised, Senator. I
do not have it with me. I will see that you get it no later than tomorrow
morning. I said this afternoon, but I had better give us a little more
leeway. do not know why you do not have it already.

Senator BYRD. Tomorrow morning will be satisfactory.
(The material referred to follows:

Estimates contained In the Ways and Means Committee Report on H.R. 16311
have been compared with those recently presented by the Administration to the
Senate Finance Committee In connection with its suggested revisions. Un-
fortunately, the difference In these estimates, $900 million, has been Incorrectly
construed to represent the incremental cost of the revisions over the coW. of the
House-passed bill. It Is not possible to make direct comparisons of the two sets
of figures since the more current set Is based on improved and updated method-
ologies as well as more current data and more timely projections from the
States. The following makes this more explicit.

Rccoiten.tTioN or Paswous AND CURRENT ESTIMATES or THE NET COSTS O1 TitU

WPAT- A~m ssczaPLx

Federal costs of H.R. 16311, with the revisions suggested by the Administra-
tion, are estimated to be $4.1 billion in excess of what the FY 1971 cost would
be under existing legislation.' This represents an increase of $400 million
over the net costs of the House-passed version. The increase results chiefly
from the proposal to provide for joint administration of the food stamp program
with the Family Assistance Plan. (A much higher degree of utilization can
be expected f recipients can purchase food stamps from and through the same
process as they obtain cash assistance.) Costs under H.R. 16311 as amended,
and under current law are compared in the attached table.

These estimates are not directly comparable to earlier ones, especially those
that have been presented for Fiscal Year 1968. When net costs are presented,
those for different years reflect different actual (or estimated) costs under
existing legislation as well as differences in what total Federal costs would be
under the Family Assistance legislation. Federal costs under current legislation
have shown a marked Increase over the last few years and are projected to
continue increasing. In contrast, costs under Family Assistance are estimated
to have a much slower rate of increase. The combined effect is a decline over
time in the estimated net costs of Family Assistance.

There are three additional reasons why the estimates recently submitted
to the Senate Finance Committee should not be compared directly to estimates
pubUsh earlier: (1) Components of the proposed Family Assistance Act have
varied as It has moved through the legislative process; (2) Estimating proce-
dures are continually being updated and Improved; and (3) Estimates of the
costs of welfare under present legislation have been increasing with more
current reports from the States

All of these factors are relevant In reconciling the differences between esti-
mates appearing In the House Report and those recently presented to the Sen-
ate Finance Oommittee. For example, the following table compares two esti-
mates of payments to families.

I Most of the cost estimates are provided for FY 1971 rather than FY 1972. so that con.
sistent estimates of the impact on Btate costs and caseloads can be presented. The State-by-
State fAgures require projections of current program costs and caseloads from the
Individual States to serve as benchmsrks. These projections are presently available only
for FY 1971.
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COMPARISON OF 2 ESTIMATES OF FISCAL YEAR 1971 COSTS OF PAYMENTS TO FAMILIES
[iI blmloasI

EsUmates appearing Is-

Sefite
Committee house

ptnt report Differente

Gss Ig pyeb 10 emk ...................................... $4k1 $3.8 $&.3
Ad**mA.t 1W Weasin esemploylmet ........................ . 1 .............. -. I

SubetatL .................................................. 4.2 3.8 .4
30 pem t molt of Ste pplesmtaIl .......................... .8 .8 ..............

Total Federal cot ot peymts to tmIi .................... S.O 4.6 .4
FeduI shAre of AFDC paymwts .................................... -2.8 -2.5 -. 3

Co opaymb ta fum eattIbtte ab H.R 163kI ......... 2. 2 2.1 .1

I Grospal ts are tetal paymets tW loe-Income famlllfs umder pt. 0.

The estimate of the total cost of payments to families increased by $400 mil-
lion. This Increase can be attributed to the use of more current data and improved
estimating procedures as described in pages 17 through 22 of the Senate Commit-
tee Print as well as certain proposed changes In the legislation although the latter
are less significant in explaining cost differences. (In fact, a good part of the
increase derives from the adjustment in the CPB data that is described on page
22.) The striking thing about the table, however is that the estimated etw cost
is virtually the same. This Is because the projection of Federal costs of AFDO
payments in FY 1971 has increased in the last months. Both the projection ap-
pearing in the House Report and its counterpart in the Senate Committee Print
were taken from what were then the latest available estimates from the States.

As presently computed, estimates of gross payments to families are in no way
tied to projections of AFDC and do not change as the latter are updated. In con-
trast, the estimated Federal share of adult category costs with the AdminbStra-
tion's proposals do change as projections of the current program are revised. In
the adult category, then, a change in the estimated net cost due to the Adminis-
tration's proposal was more offset by applying it to a more recent-and higher-
estimate of costs under current law. This is shown below.

COMPARISON OF 2 ESTIMATES OF 1971 COSTS OF PAYMENTS IN ADULT CATEGORIES

(In billonsl

Estimates appearing In-

Senate
Committee House

print report Difference

Add ut do to ppoedc ,nges ............................ $0.6 $0.7 -S0.1
Edhoated cost ander turreat tow .................................. L 2 2.0 .2

Totlost ............................................... . 8 2.7 .1

One objective of the preceding discussion has been to demonstrate that changes
in estimating procedures, conversions to more current data, and the use of updated
projections Interact in different ways in determining the estimated net costs of

IL 16311. But beyond this, and as indicated earlier, there have been changes
in the proposed legislation which can also affect cost. Such changes can cancel
each other out in terms of their cost impact. For example, H.R. 16311, as passed
by the House, differs In several important ways from the Administration's original
proposal, but the costs remained the same.' This is illustrated below.

SPage 48 of the House Report contains a dhwusson of thee. changes.



616

NET COST COMPARISON: INITIAL ADMINISTRATION PROPOSALS VERSUS H.R. 16311

Iln billions

Estimated 1968 costs el-

Initial
administration

proposal H.R. 16311 Difference

Payments to families .............................................. $3.0 $2.6 -$0.4
Payments to States .......... ................................. . .1 .4 .3
Increased costs of adi1t cattlore .................................. .4 .5 . I
Training and day cars ............................................ . .6 .6............
Administration .................. ........................ 3..........

Total ...................................................... 4.4 4.4 0

Other than its proposals regarding food stamps, the revisions in H., 16311
suggested by the Administration are far less significant than the kind of change
that produces the different figures shown above. Also, the proposed revisions
interact with one another so that their combined impact on costs is not simply
the algebraic sum of their individual Impacts taken one at a time. Still further,
the changes were generally incorporated into the estimating procedures as these
were being revised and up-dated. For these two reasons, it is not easily possible
to quantify the precise extent to which the proposed revisions alone explain the
differences in cost estimates.

The difference in estimated costs of H.R. 16311 between those that appeared
In the House Report and those that are presently before the Senate Finance
Committee have understandably caused confusion. The preceding discussion
has attempted to show that no factor can alone explain the differences. A number
and variety of factors must be considered including changes in data, improved
estimating procedures, and more current projections of current program costs,
as well as changes in the proposed legislation. Only the most thorough and time
consuming analysis could fully attribute the exact impact on the cost estimates
to each single factor.

S
COMPARISON OF COSTS OF MAINTENANCE PAYMENTS, RELATED SUPPORT ACTIVITIES, AND FOOD STAMP

UNDER CURRENT LAW ANO ADMINISTRATION PROPOSALS

]in billions of dollars

Fiscal year 1971 Fiscal year 1972

H.R. 16311 H.R. 16311
Current l as amended Difference Current law as amended Difference

Maintenance payments:
Payments to families:

Direct payments ............. () 4.2 ............ (1) 4.1 ............
Payments to Sates .......... ' ) .8 ............. 9 ............

Subtotal ................. 2.8 5.0 2.2 3.2 5.0 1.8
Payment In eduft categories .......... 2.2 2.8 .6 2.4 3.0 .6
Savings clause ...................... (1) ........................ (') .1 . I

Total mantaance payments... 5.0 7.8 2.8 5.6 8.1 2.5

Rlatod support acvftes:
Administration .................. .3 .6 .3 .3 .6 .3
Training ...................... .1 .3 .2 .1 .3 .2
Child care ..................... . 1 .5 .4 .1 .5 .4

Total, related support aciviles. .5 1.4 .9 .5 1.4 .9
Total, maintenance payment

andsaupport actviteIs ........ 5.5 9.2 3.7 6.1 9.5 3.4
Food stamps ........................ 1.2 1.6 .4 1.9 2.3 .4

Grand total ................... 6.7 10.8 4.1 8.0 11.8 3.8

s Not applicable.
Note.-Food stamp costs for both current law and H.R. 16311 asume enactment of the Administration's proposed food

stamp legislation. Additionally. since the fiscal year 1972 President's budget has not been prfepred, estimates for training
and thild care are based on a level cost aumpton.
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, Senator BYm. Now, the estimated costs, assuming this program,
the administration's revised program is enacted, the adminiistrative
costs, for 1971, are $9.1 billion. That does not, I assume, include
medicaid.

Secretary RICHARDSON. No, it does not.
Senator ByPw. What would medicaid be for fiscal 1971?
Secretary RICHARD N. May 'I ask Mr. Hawkins if he will give you

that. figure, Senator '
Mr. HAWKINS. I do not have a figure with me.
Secretary RICHARDsoNr. The anticipated medicaid vendor payment

costs for 1972 are $3.3 billion, and this is Federal only,plus $200 million
for administration, or a total of $3.5 billion.

Senator BYRD. Is that. for 1972 or 1971?
Secretary RIcimwmsoN. That is for 1972.
Senator BYRD. That is for 1972.
What are the medicare costs for 1971, the fiscal year we are now in?
Secretary RICHARDSON. I do not have that figure on this chart. I will

supply it, bIut, I think it would be a fair guess that it would be slightly
over $3 billion.

Senator BYRD. Well, suppose you supply it, if you will. I would like
to nret that figure.

What is the figure for medicaid for fiscal 1970, the year ended
last. month?

Secretary RCHARrsoz. We do not have that figure here, Senator.
Senator BYR). Will you supply it; could you have one of your staff

call my office and then call the committee and supply those figures?
Secretary Ric nmso,: Yes, we will do that as soon as we get back.
(See discussion following for answers to Senator Byrd's questions.)

F-STIMATFD NUMBER OF PF.RSONS ON WELFARE

Senator BYRD. Now, the number of persons on welfare in January
1970 was 10.4 million. What was the figure for January of 1969? That
was January 1970, it was 10.4 million. What is the figure for January
1969?

Secretary RICHAInso-. This is the number of persons?
Senator BRYD. The number of persons.
Secretary RICHARMsON. While we are locating that Senator, I have

now been handed a tabulation that does have the total Federal costs
of medicaid for 1970 and 1971.

Senator Bri-s. First 1970.
Secretary RciuARsoN. This is $2,658,122,000 for 1970. For 1971,$3,1139685)000.
Senator BYRD. And you estimate that $3.5 billion for 1972?
Sz-e~retary RICiHARDSOX. Yes.
The figure I gave you earlier for the costs for 1972 assumed the

enactment of the family assistance. plan. If it is notenacted, the total
Federal cost would be about $100 million less, or $3.4 billion.

Did you want the number of recipients under all categories of as-
sistance?

Senator BRD. I want a comparable figure to the 10.4 million figure
that you have in the chart,
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Secretary RicHARDsoN. Well, for 1969 that figure was 9,580,000

The year before it was 8,481,000. I have here a chart, which we
would be glad to insert in the record at this point, showing total num-
bers of recipients by years, beginning with 1966, and including esti-
mates through 196 for all categories, both adults and AFDC. It also
shows the percentage changes each year that have taken place to date.
The figures are projected for the future years.

Senator Binw. Would you read the 1966 and 1967 figures I
Secretary Rxowueo n. The first figure here is 7,236,400 for 1966;

for1967, 4,70,000. I think you alreadyhave 1968, 8,481,000.
Senator Bym. That is correct.
(The chart referred to follows:)



PUBLIC ASSISTANCE RECIPIENTS-AVERAGE MONTHLY NUMBER OF RECIPIENTS AND PERCENT CHANGE

ToW OAA AB APTD AFDC

Percent Percent Percent Percent, Pe"entYear Number change Number change Number change Number change Number champ

1966 ........................... 7,236,400 .............. 2 080,000 .............. 84,400 .............. 572,000- .............. 4.500000 ..............1967 ........................ 7.770,000 - +7.4 2,070.000 -0.5 83,000 -1.7 617,000 +7.9 5, 00,000 +11.1
1968 ............. : ........... 8.481.400 +9.2 2,030,000 -1.9 81,400 -3.1 670,000 +L6 5,700,000 +14.01969 ........................... 9,580.000 +13.0 2040,000 +0.5 80,300 -1.4 760,000 +13.4 6,700.000 +17.51970 ........................... 10,360,000 +8.1 2 070,000 +1.5 80,000 -0.4 810.000 +6.6 17.625.000 +1381971 .......................... 11.479,500 +10.8 2.100,000 +1.4 79,500 -0.6 900,000 +11.1 13,835.000 +15.91972 ........................... -12629,000 +10.0 2,150.000 +24 79,000 -0.6 1,000.000 +11.1 ' 999t000 +13.2
1973 ........................... 13,578,500 +7.5 2,200,000 +2.3 78,500 -0.6 1,100.000 +11.1 110,904.000 +9.11974 ........................... 14,408,000 +6.1 2.30.000 +1.4 78,000 --0.6 1,200,000 +IL1 ' 11,674.000 +7.11975 ........................... 15,117,500 "-1-4.9 2,240,000 +0.4 77.500 -0.6 1,300.000 +11.1 1 1. 32, 000 +5.61976 ........................... 15,727,900 -+4.0 2 250, 000 +0.4 77,000 -0.6 1.400.000 +11.1 11Z74. 000 +4.4

IfThe estimated numbers ot recipients and average monthly payments were projected on the basis
of peatrends, adjusted to give effect to the OASDHI benelt Increases and, for the AFDC program, the
elect of the $30+% earning exemption. Current legislation was assumed to continue In effect, and

no attempt was made to Incorporate the estimated effect of proposed Ieglsation';e.., a fua tr S per-
cent benelt Increase under the OASDHI system.
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Senator BYRD. Now, Mr. Secretary, I am somewhat confused so far
as the charts we have before us are concerned. The bill that is before
us now, is it the center chart that applies to the bill that is actually
before the committee?

Secretary RicAMA)SON. Yes. That center chart shows what the situa-
tion would be in New York if the bill now before you were enacted
without the accompanying changes in the food stamp program and
the medical care program which we have also recommended but which
are not in this pending bill.

STATE SUPPLEMENT TO TIE HlEAILTII PROGIRMS

Senator BYm. In the third chart under medical insurance bonus,
am I not correct in assuming that you have eliminated from that or
omitted from that what the State of New York puts up?

Secretary Ricimiwso.x. Yes. Of course, under existing law, as shown
in the middle chart, the total of $1,153 represents a combination of
roughly one-half Federal and one-half State funds.

On the right, hand chart the medical insurance bonus assunes only
the proposed federally-funded health insurance plan, without Statestu~lement.__If there were a State supplement, ofcou'rse, that would correspond-

ingly increase the net money and in-kind figure on the right. We (lid
not put it in simply because we would be guessing as to how the State
would choose to supplement.

Senator BYRD. You would not be guessing any more than you would
be on the second chart, would you?

Secretary RiCHARDSON. The second chart. reflects the actual aver-
age New York medicaid benefit for a family of four at the income
levels shown. It does have a sharp cutoff at the $6 000 level, is a reason
why you get the notch problem which-Senator Williams has identified.

Sieator BYRD. But your chart is not accurate, it is not an accurate
comparison, your thiid chart or the one closer to you, is not. an ac-
curate comparison with the center chart. because you deliberately omit
the State's share.

Secretary RICHAM)SON. We deliberately omitted it because we did
not know what the State would do if the Federal Government repealed
medicaid and substituted the Federal Health Insurance Plan, which
we have recommended in summary form.

I think it is fair to suppose that the State would supplement the
Federal health insuranceproposal, and it would then change both the
medical insurance bonus figure and the righthand column figure.

But because we did not have a basis for estimating what the State
would do, we did not put it in. We did point this out the other day in
showing the committee the graphs, which were designed to ill .trate
what we had done in order to eliminate notches, by showing that the
line for the third chart was below the line under existing law and the
line in the middle chart..

_We pointed out to the committee at that time, that a principal reason
why the line for the third chart is lower is that it does not show the
State supplement of health insurance. We cannot assume, of course,
that if the State does supplement the Federal health insurance plan
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or were required by the plan itself to do so, it would do so in a manner
perpetuating the notch shown on the middle chart.

They could al.o do it on the basis of a scale which declined praier -

tionately to the increase in earned income, thus, corresponding in this
respect to our proposal for eliminating the notch.

RECIPIENTS'I CONTRIBMIriON FOR MEI)ICAL INSI I.NC'.

Senator Brim. Did I understand you correct v v-'cr:'diy that you
planned when the medical insurance bonus goes int,' •fect, you plan
to reduce the cash payments to the recipients?

"Secretary RIHARDSON. No. This point, which was also discussed
earlier today, was that the family would have to pay out of its total
gross money income its share of the cost of the premium payment for
the health insurance. As its income goes up it would pay a higher share
of that income for'health insurance.

All this is summarized on page 137 of the reen committee print.
This is under the appendix where it says llustrative contribution

schedule: $500 premium value pr family." I would emphasize that
this is intended to be illustrative, and it is not the administration's final
recommendation.

Senator WrLIAMS. Would the Senator yield?
Senator Bmn. I will be glad to yield.
Senator WnlLIAMS. If I understood your testimony yesterday, you

said it would result in a reduction in the cash, total cash, income in the
fourth column there.

Secretary RICHARDSON. Yes, I just said that again.
Senator WILLIAMS. That was your testimony. You are saying it

again ? I wanted to be sure.
Secretary RICHARDSON. It would result in a reduction by the amount

of the family's share of the premium payment.
Senator WILLIAMS. That is correct.
Secretary RICHARSON. Premium cost..
Senator WILLIAMS. How would that be collected, as withholding or

would you just send them the check and let them pay, you, and if they
did not pay you, would you withhold it, or how wld you do it?

Secretary RrcHARDSON. Our present assumption is that it. would be
a deduction from the family's assistance payments.

Senator WIJLiAMS. It would be withheld, that was my under-
stand*ng.

AndI thank the Senator for yielding, because I understood you
to say it would not be a reduction. Whether it is a reduction or a de(uc-
tion, it is still a subtraction.

Secretary RIChARDSON. It is. Senator Miller brought out this point
earlier today. 

ri

I would point out here that we have another one of these situations
in which we cannot have it both ways. The middle chart, shows con-
tinuing medicaid payments at $1,153 under the current law which in-
evitably brings about a sharp drop when a family's earned income
crosses a particular threshold. If we use New York City as an example
the threshold is between $6 000 and $7,000.

No proposal under which the Federal, State, or combined Federal-
State subsidy of health care remains at a constant level will avoid
that sharp drop or notch.
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In order to avoid it, we have proposed as an alternative a declining
subsidy wich goes down as income goes up. This means, therefore,
that as the family's income from whatever source, goes up, they have
to use more of it to pay for the health care.

The same is true, as I pointed out earlier in response to a question
from Senator Miller, with respect to each of the things that is identi-
fied as a bonus on these charts. The individual pays more of the cost of
rent as his income goes up, as is shown there.

LAkewise, he pays more of the cost of food stamps.

ADMINiSrRATION'S PROPOSED HEALTH INSURANCE PLAN

Senator BYRD. Let me ask you this, Mr. Secretary: If this bill is
enacted, and assuming it goes into effect., just to pick a date, Febru-
ary 1, and then assume the next Congress enacts your new program
dealing with health insurance to become effective, say June 1, at the
end of that 5-month period after this new bill becomes effective, then
the welfare recipients would have their cash payment reduced when
June comes around, when the new bill takes effect; is that correct?

Secretary RIoHAmRSoN. That is correct for families in New York
City as shown on this chart. Of course, it is also true that in many
parts of the country, families would be getting better health coverage
at lower cost than is now the case, and they would also receive con-
tinued or more adequate aish benefits. The problem is what, in this
committee's best judgment, should take precedence--the elimination
of the notch, which requires a gradually increasing family contribu-
tion toward the cost of hetdth insurance coverage, or the perpetuation
of this disincentive Senator Williams has pointed out.

We have thought that on balance it was better to eliminate the
disincentive.

We will have to consider various approaches for the financing of
the health insurance plan. We will have to consider the question of
what the State supplement requirement, if any, could reasonably be.
We also need, Ithn, to look into the question of what the employer's
responsibility is because many, if not most employers, do provide some
degree of health insurance coverage for their employees and their
employees' families.

Now, if we are talking here about Federal funding of comprehen-
sive basic health insurance for families receiving cash benefits, I am
not sure that we should allow a situation to continue in which some
em ployers are providing this and some are not.

Senator Briw. You mean that you would require all employers to
provide such insurance

Secretary R1oHARsOl. I am only identifying the problem at this
point, Senator. But it is a question *hat I think needs to be explored.

When I was in the Department of Health, Education, and Welfare
a dozen years ago, Secretary Folsom strongly believed that there
should be Federal legislation requiring such coverage for all em-
ployees, not under a Government plan, through a requirement that
employers have coverage for their employees on at least a minimal
basis.

Senator Byri. When do you plan to submit your health insurance
plau?
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Secretary RICHA5ON. We have promised the committee and the
Congress that we would submit it by February 15, 1971.

Senator BYRw. Do you have any preliminary estimates of the cost?
Secretary RiciHAmsoN. Well, the objective we have set ourselves,

Senator, as described in the committee print, is to fund this program
within the limits of the existing Federal contribution to medicaid.
This appears on page 132 of this committee print where it says that
solutions which are possible within current medicaid expenditure
constraints have been considered.

This is a reason why I am led, in light of the cost constraints under
which we will necessarily be operating, to think in terms of one, what
continuing efforts should be expected of the States by way of State
supplement, and, two, of what sould be expected of employers under
a total plan which is designed to encourage work and which would
extend minimum basic benefits to the working poor.

It seems to me that if we are going to provide basic coverage for the
working poor that there ought to be a uniform requirement applicable
to employers.

Senator BYRD. Now, the bill, itself, says that the Secretary shall sub-
mit to the Congress recommendations for restructuring and improving
the existing program of medical assistance. If you are going to improve
the program, I assume it will be, of course, it would cost a bit more to
improve it, would it not ?

Secretary RiCHARWsox. In the aggregate it would have to, yes. But
I would point out the language on the bottom of page 137 which says
that:

A $500 health Insurance plan would exceed the current average Medicaid
value to AFDO families in 28 States, including State and Federal funls. It would
exceed the Federal portion of average AFDC family Medicaid value (currently
about $350) In 45 States, and the State funded portion (currently about $310)
in 48 States

This brings us back, Senator, to the reply I made earlier to Senator
Williams that this is a complicated problem. We could not possibly
resolve all the inherent questions in tiine for this committee to act on it
concurrently with the bill now before you.

Senator BYW. I agree it is very complicated.
Let me ask you this, though: Is it logical to put in a new welfareprogram giving increased additional benefits to welfare recipients, and

then 2, 3, 4 or 5 months later take away from those same people
a sbstantial part, namely, the amount they will have to pay on the
insurance?

Secretary RIoHAmmox. Well we may have another transition prob-
lem here, Senator. But I would say, first, the committee has before it
the oppoAunity to make substantial improvements and reforms in the
welfare program independent of medicaid or health insurance coverage
of the same families.

You could have a situation continue indefinitely in which the exist-
ingmedicaid provisions were allowed to reinain in effect.

The result would be, in some States particularly, the disincentives
shown in the middle chart. But the fact that this disincentive con-
tinued to exist, as it exists under present law already, would not be
a reason in itself for not reforming the welfare laws.
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The disincentives that exist under present. law are worse than the
disincentives shown ol that middle ciiart. So you would be amki g
forward progress on a critically needed reform by passing the prvseiit
bill.

Insofar as there were problems of loss of benefits for any itidivid-
ual family, we may have a transition l)roblem of the kind that Senator
Harris' questions revealed earlier.

But I would point out that that is the problem which is confined to
comparatively few States-New York is one-with large medicaid
programs.

Part of the problem that now faces us is that the relative expendi-
tures of the States and Federal Government for matching medicaid
am unequal between States;, the rangm is very wide.

Senator BYm. I am trying to get back to the welfare recipient him-
self, or herself, who will have her, who will receive increased benefits
for a period of 2 or 3 months, and then will-get reduced benefits.

Secretary RICHARDSON. That would be true if the family health
insurance plan is enacted. So what I am saying is that the committee
will have the opportunity in considering the administration's proposed
Federal health insurance plm bill to deal with the transitional prob-
lem in the same way that it. is considering the transitional problem now
for welfare payments in the case of the unemployed father family.

So that the problem does not arise from anything you do under this
bill. The problem arises from what you do under the health insurance
bill. There the question will face you whether to continue the present
medicaid program, to substitute something like the Federal health
insurance plan which we have outlined to the committee, or to seek
some third alternative.

In light of whatever action the committee believes to be wise, it can
also take whatever transitional steps it believes are necessary.

GUARANTEED MINIMUM INCOME FOR TIlE AGED

Senator BYm. Now Mr. Secretary, the bill would require States to
assure a minimum, a guaranteed minimum, income of $110 a month
for each aged person.

Secretary RicHARDsON. Yes.
Senator BYRD. This would mean a benefit for a couple of $220 a

month.
In our social security program the benefits per couple are 150 per-

cent. that of an individual. Few, if any, couples today receive social
security retirement benefits as high as $220, as I understand it,

What is the reason for having welfare benefits for a couple twice the
amount of benefits for an individual?

Secretary RIOHARDSON. Well, the reasoning behind this, as I under-
stand it, Senator is that the social security benefits are a basic in-
come protection ior families, wh6,1iff many cases, would supplement
those benefits through various forms of private savings or through
pension programs.

The $110 amount that is contemplated under the adultt categories is
an amount that would be payable only if the family had no other in-
come at all. In fact, if the family were receiving as its only other in-

-rne the minimum social security benefit, then that would be supple-
"'A tinder the family assistance program.



Senator BYRD. Is this statement correct: The bill would require
States to assure a guaranteed minimum income of $110 a month for
each aged person(

Secretary RICHARDSON. Yes, that is correct.
Senator BYR. Then your response to my previous question would

certainly indicate to me that those on welfare will reeive a preferential
treatment as compared to those on social security.

Secretary RICHARDSON. Well, I can only repeat, Senator, this is the
maximumn benefit. They do not get $110 automatically. It means that
if they have no other income at all they would receive $110.

Senator BYRD. So a couple would receive $220, whereas if a couple
were on social security they would receive $110 plus 50 percent of
that, which would be substantially less than the $220.

Secretary RICiIARDSON. This is true. The difference is the difference in
the character of the programs. One is designed to be a contributory,
work-related system.

Senator Byw. Not work-related for the social security when you are
prevented by law from earning over a certain amount of money. You
are not supposed to be working, you are not supposed to work once
you are on social security. The law discourages you from working.

Secretary RiCHARDSON. The administration's social security pro-
posals do increase the opportunit, for earnings.

Senator BYRD. But it discourages you; the new program that you
recommend, plus and including the present program, both discourage
working on the part of those who draw social security, does it not I

Secretary Ricwuw)sox. No. We propose both to raise the amount
that an individual could receive without any loSS of social security
benefits, and to permit. the individual to keep half of earnings above
that. This is a recommendation about which I testified earlier before
the committee.

Senator BYRD. Well, the whole endeavor is to discourage people from
working when they draw social security,. Otherwise, why not take the
limit off? Why put the limit on, anyway?

Secretary RICHARDSON. 'Well, the reason for that, Senator, is in
the fundamental conception of social security benefits as being insur-
ance against a loss of income as a consequence of retirement, disability
or, in the case of a wife and children, the death of the family bread-
winner. In that sense it insures against these losses, and so the ques-
tion is whether the individual is retired or not..

It is not designed to encourage him to retire. It is designed to help
supplement or offset the loss of income if he does retire.

This is why the test has always been referred to as the retirement
test.

Senator BYRD. The law has been and is now, and even under your
proposal, to discourage people from working once they draw social
security.

Otherwise, why don't you take the limit off? Why do you recom-
mend the limit?

Secretary RIcHARDsoN. Well, I can only repeat, Senator, that the
reason for it is not to discourage work. The reason is that the pro-
gram has, from the beginning, determined coiotrihutions, calculated
actuarially, for the purpose of providing certain kinds of insurance,

44-521-70-pt. 2--0
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and one of these is insurance against the loss of income that reisuits
when a person retires.

Senator BYRD. How much can a person earn now and not have his
social security reduced, $1,600, is it not?

Secretary RICHARDSON. $1,680.
Senator 13mw. $1,680.
What do you recommend that it be?
Secretary RICHARDSON. We initially recommended that it be in.

creased to $1,800.
Senator BYRD. So you recommended the increase to $1,800 and after

which they would lose a part of their social security benefits; is that
correct?

Secretary RICHARDSON. Yes; they would in effect, lose half.
Senator BYn. Why do you recommend $1,800? Why don't you rec.

ommend taking off any discouragement at all?
Secretary RICHARDSON. For the reasons stated, Senator, that the

program is, an insurance program, not a welfare program.
Senator BYRD. That is exactly right. •
Secretary RICHARDSON. It means, therefore, that the program from

the very beginning, in the case of income benefits for people over 65,has been predicatpon their retirement.
Senator BYRD. That is right.
Secretary RICHARDSON.If they are not retired, then, by definition,

the should not be drawing any benefits.
Senator Byim. That is correct. But you mentioned a moment ago

that the reason the welfare recipients would draw more-the welfare
couple would draw more--than a couple not on welfare is then you
envision that they would go out and earn some money

Secretary RICHAm S0N. No; I do not think I said that. I said that
the difference is in the concept of the programs.

Senator BYRD. It is an entirely different concept and that is why
I am just trying to get clear in my mind as to what we are doing
here or what you are recommending we do is that you give a pref-
erential treatment to aged couples on welfare over and above what
treatment would be received by those on social security, and your
answer to that is, as I recall is, in the affirmative.

Secretary RIOIARmsoN. Well the one thing I think we should
straighten out is that the combined $110 payments to each of an
elderly couple would, for most couples, not be more than the OASDI
benefit in the law which is also before you.

Senator BYmR. Is it not correct that the benefit of a couple is 150
percent of an individual I

Secretary RICHARDSON. Under OASDI I
Senator Byw. Under the social security program.
Secretary lHAmsoN. Yes.
Senator Bynw. Well, under your proposal in regard to welfare'it

would be doubled. I am not arguing the point. I just want to estab-
lish the fact.

Secretary RICHAwDoN. Well, the rmason for it, as I understand

Senator Bmiw. We know the reason for it. It is a fact; is it not?
Secretary R1so x. It is, Senator.
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Senator BYRD. All right.
Secretary RICHARDSON. I do not have before me the tables as to

what a retired couple would get under the pending social security
bill.

REVENUE SHARING AND FAP

Senator Bym. Well, let us go on to another question.
Mr. Secretary, in an earlier discussion the facts indicate that about

two-thirds of the revenue-sharing effect of the revised bill would go
to five States. You mentioned this was done because the mathematics
result was due to a chang in the benefit formula.

The central question, as I see it, is why there is an need for chang-
ing the formula for Federal matching for the aged, blind, and dis-
abled. Why should the Federal Government pay 65 percent of the cost
of the payments to the aged, blind, and disabled in California, rather
than 50 percent when the recipients in California will not be paid 1
penny more ? The recipients will gain nothing. The State of California
will gain, but the recipients will gain nothing, as I understand it.

Secretary RIcHASON. Well, I think that this is the result of the
conclusion that it would be simpler to administer and to calculate the
costs, fairly for the States if the costs were calculated on the basis of
90 percent of the first $65, and 25 percent of the remainder in place
of the formula that now exists.

Senator ByRD. Anyway, the point I want to establish is the benefit
goes to the State. It does not go to the recipient.

Secretary RICHARDSON. That is true, except, insofar as the minimum
income standard of $110 per person may result in higher payments in
some States.

INCRFA5ING WELFARE' ROLIA

Senator Bym. Is it correct that in 13 States, assuming that your
proposal is enacted, in 13 States the welfare rolls will be more than
tripledI

Secretary RiCHmARsoN. If you are referring, Senator to the-
Senator BYm. The number of recipients on welfare.
Secretary Rxci noz;. As I pointed out earlier, these tables com-

pare aples and oranges. They assume a 100-percent participation of
all eligible people in the family assistance plan, and compare that total
with the atua1 number of people now receiving benefits under current
law. I pointed out earlier, in the case of AFDC, our best guess is that
not more than half of the people actually eligible now are on the rolls.

If you applied the same ratio under the family assistance plan, then
the State shown as having tripled the present coverage would be pro-
viding not three times but 1% times the present coverage. That is, per-
haps, low. But in any event, the figure is substantially lower than
shown here, whatever it is.

Senator Baw. They are your own figures-I do not know---table 19
on page 35.

Secretary RicHARsoz. We have made this comparison. We never
felt it was a valid comparison to take the maximum eligible number
on one side and compare that with actual coverage on the other side.

Senator BRmw. Are you saying, Mr. Secretary, we will not have 24
million persons on the welfare rolls after this is enacted?
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Secretary RIClARDSON. That. is what I am s11ying; yes.
Senator 13Yno. That, is contrary to what has been said.
Secretary RICHAnRSO-. The 24 million figure never has been any-

thing more than an estimate of the maximum eligible, not an estimate
of the number likely to be on the rolls.

Senator I3,Ria. Well. it is contrary to what has been said 111up to this
point in this committee in all these hearings, so far as I can recall.

Secretary RICfARrsoN. I think that, we have always tried to empia-
size, Senator, that. we were talking about. eligibility. The very day
that the committee print appeared, I miade the snine point, that it (li(l
not accurately show the likely outcome of the enactment of the pro-
gram because it used figures which could not be compared with each
other.

Senator ByRi. I do not see howyou used incomparable ligures when
your own estimates said, 1971 estimated recipients---estimated recipi-
ents, not estimated number eligible, estimated recipients-that is on
page 35, and I think if you go back over the testimony, not only your
testimony but Secretary Finch's testimony, Secret ary Veneman's iesti-
mon y, all of you have stated, none of you have disputed, this 24 mil-
lion person figure.

Secretary RwInARsoN. That is, in fact, a figure which is based on
a determination of numbers eligible as explained ii. the methodology.

For example, looking at other pages, table 17, on page 33, cites tile
total estimated number of families eligible.

Senator BYRD. That is entirely different from estimated recipients.
Secretary RICIARDSON. I am afraid that the problem is an incoli-

sistency of captioning rather than a difference in basis of calculation.
The methodology which was used in determining the number of

eligibles is described in earlier pages.
We do not know with any precision how many families are. eligible.

for AFDC but are not on the rolls, but we guess it is about half the
number of eligible families.

Senator BYRD. This is your best estimate, as I understand it, of
who would be on the rolls. Otherwise, how can you make up an esti-
mate of the costs?

Secretary Rici][ARDSO. We cannot very well. We certainly do not
want to propose a program to the Congress in which we have under-
estimated the potential costs by discounting the number of eligibles
by some arbitrary number.

I am simply pointing out what these figures represent. We stand by
them as a valid basis for the committee's deliberations.

Senator BYRD. That is what I am trying to get at. That is
satisfactory.

Secretary RTHCARDSoN. I am simply pointing out that the tables
which compare the numbers on the rolls with the number now eligible
are to the extent that the figures are differently derived, out of line
witli the probable realities.

Senator BYRD. But. you stand by the figures as being your best
estimate of hat will occur if this bill is enacted.

Secretary RTCuInrsox. No, Senator, our best estimate of the number
of families who would be eligible. Whatever the number eligible is,
the number actually on the rolls would be somewhat less than this. If
it were as much less as the number receiving A FI)C is than the nuin, r
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eligible for AFI)C, then the figures are considerably out 'of line. But
this is all I was trying to point out.

Senator B'nn. But it is your best estimate as to what will happen if
the bill is enacted, you have given your best estimate as to what it will
cost, as I understand it, as to whAt it will cost for 1971, which is $9.1
billion total program. Your best estimate for 197'2 is between $10
billion and $10.5 billion, and I assume that they are your best esti-
mates oil the costs, are they not?

Secretary R tci.%i)isoN.Y es.
Senator Ihmn). I assume the figures you give us as to the mnmiber

who will be on welftiro rolls are your best estimate of the number of
recipients. That is what the legend gays.

Secretary RICwRDSON. Well, the point is that we thought, on the
basis of an analysis of population surveys, that the number of people
eligible would be 24 million. We would not feel justified in submitting
to the committee for purposes of understanding the implications of
the program, or using for our own computation of the costs, a lower
figure.

On the other hand, when the statement is made that, the rolls will
triple in a given State then it becomes pertinent to point out that
the numbers being useA in the two sides of the comparison are dif-
ferently derived. One is the number of the people actually on the rolls,
not the number eligible. The other is a figure which is aimed at deter-
mining the number eligible.

Senator BYRD. If tly are eligible, and to get back to Senator Miller's
assertion earlier in the day, he feels that l)eol)le who are eligible for
the welfare rolls have a right to be on the welfare rolls and, I assume
(you feel they should be on the welfare rolls if they are eligible to be
on the welfare rolls; is that your view ?

Seretary RICHARDSON. Yes, it is, Senator. But to assume they W*ill
be is also probably to overstate the actual fact.

I would point out when you asked for our best. estimate I said that
I felt that we had a responsibility to the committee and to the Con-
gress to use the number eligible because this was an outside basis for
calculating costs. But it is pointed out-on page 22 of the committee
print that to do this is probably to overstate the costs or to put
them in a conservative way, and I will read from the middle of page
22:

Because of the importance of the welfare reform proposals and the uncer-
tainties iiivolved in estimating costs of any new program, a cautious and con-
servative approach has been adopted. For example, the cost estimates for the
family assistance plan assume that all eligible families participate to the full
extent of their eligibility.

That is, in order to give a cautious and conservative cost estimate,
we are making an assumption that a much higher number of eligible
people will participate than in fact participate under existing law.

Senator BYRD. Well, that is your be-t estimate of what will occur
if the law is enacted.

Secretary RICHARDsoN. Senator, if you force me to give you an
estimate derived from the ratio of present participation of current
eligible people, we will come up with a lower cost figure and a lower
figure for the number of people covered.
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Senator Bi-R. Which would be unrealistic, and that is why you did
not do it in the first placeI

Secretary RiCHAPwSON. It would be fairly realistic but less cautious.
Senator BYm. Well, I think-I do not believe you will dispute the

fact-that there will be a substantial number of persons addc~l to the
welfare rolls if this bill is enacted will there not?

Secretary RIcHARMsON. Yes, but k am sorry, Senator, to prolong what
may seem to be an unduly quibbling or semantic approach to the mat-
ter, but let me, without repeating it, incorporate by reference at this
point in the record the comments I made earlier with respect to the
use of the word "welfare" as applied to the family assistance program
we are recommending.

Senator WILLIAMS. Would the Senator yield f
Senator Bym. I would be glad to yield.
Senator WiLuuAms. I am not getting into whether it should be called

family assistance or welfare, or anything else. That is a matter of
choice. In fact, there is a difference between those who are eligible
and those who are classified as recipients. But on pages 29 through 33
you refer to the families in the various types who are eligible.

But then on page 35, when you made your estimate of 24 million
you submitted to the committee not a list of those who were eligible
potentially but a list, and I will quote: "Estimated recipients under
HR. 16311, as amended."

So you changed the language, and your estimate costs as pr6jected to
the committee were, and your testimony, as I understand it, has been
on the basis that it was estimated on your expected recipients and not
those who may be eligible, some imaginary figure.

I do not want to prolong it, butl am just quoting your own figures
and I, at least, have confidence in that much of it. If you want to dis-
pute that, all right.

Secretary RTCIARDsoN. I do not want to dispute them, Senator,
but just refer you again to the language I read a moment ago from
page 22 which says that in developing our estimates we were cautious
and conservative to the extent of assuming that all eligible families
would participate. To that extent, therefore, the estimated recipients
on page 35 are consistent with the numbers we have used for eligibility
because we wanted to err, if we erred , on the high side.

Senator WIAMS Well if the Senator will yield further, I always
like to err on the high side but I will go back to page 39 of your report,
and we will do a litt e reading:

The principal limitations of the method Is that it makes no explicit allowance
for other economic developments, associated with rising unemployment, which
have an effect on family income. Among these are cutbacks in overtime and
scheduled hours, which would be offset by increased payments under UO, SUB,
and other transfer programs. Also, the method takes no account of the possible
loss of Jobs among other family members or, on the other hand, the possible in-
crease in the labor force activity of secondary workers who are motivated to
offset the bead's loss of earnings.

So we have got a lot of things that are ignored and some are in-
cluded and some are not, and maybe one offsets the other.Secretary Rxo N. I think the statement-

Senator WmLLAM8s I am quoting from your own statement.
Secretary RxcIARDsoz. It points out on page 39 that the calculations

of the effects of shifts in unemployment one way or another are quite
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small, and that you can have considerable changes in employment
levels with comparatively small impact on the estimated costs. Thisis al quite fully described.

I think this description of the methodology is quite clear and help-,
ful, and I certainly found it helpful in seeking to learn about this
program. I hope the committee wil find it equally so.

At any rate I think it is fair to say that, by and large, throughout
this effort we have sought to present a conservative cost projection.

Senator BYRD. I want to just say that I am not arguing against
the program. I am merely trying t understand the program.

Sretary. RIoHARSoN. I understand, and I do not mean to leave
the impression that-

Sepator BYRD. Both thoroughly understood from the testimony of
the previous occupant of your office and from Mr. Veneman and from
you that these estimates were the best estimates the Department could
come up with as to what would happen if this legislation is enacted.

We have got to have something to go on.
Secretary RIcHxRwoN. Yes. I think we have gone into this at per-

haps greater length than it was worth. I simply wished to call the
attention of the committee to the fact that there does need to be some
discount in the figures you have in the blue committee print of num-
bers because of the point I have already made.

It is true that in some areas, especially in the South, and especially
in the rural parts of the South, that large numbers of families would
be added to the numbers who are now receiving some form of income
maintenance or support under public assistance.

Senator By=. I do not say it would apply to the South because I
got a letter from the Governor of California in which he said the total,
number of recipients in his State would go from 8 percent to 14 percent.
You would not consider California a Southern StateI

Secretary RiCHADxlON. No. I said it is true that large numbers of
people would be added, especially in the South and most especially
in the rural South. Proportionately, more would be added in those
areas. Therefore, even if you do dis mount the multiplication shown on
the committee print tables, the committee print tables still are valid
to the extent that they show proportional increases. Whatever the
discount is, it would be a uniform discount. I think this is another
way of highlighting the fact that the administration is urging the
committee to agree that families of the working poor should be treated
on a basis, so lar as minimum Federal income support is concerned,
equal to other families. This is certainly the most important single
issue before the committee.

Senator BmrD. You are trying to help more persons so obviously
more persons will be on the rolls, whether you call them public as-
sistance, or whatever term you want to use.

Secretary RIHcARDso. That is true.
Senator BrD. You want to help more people, and in order to help

more people, more people have to be on the rolls, I assume.
Secretary RicHARD So N. Q.E.D.; yes, sir.
Smator BYRD. Thank you.
Thank you, Mr. Chairman.
Senator W .LIAms. I understand, Mr. Secretary, that Senator Jor-

dan and Senator Hansen have missed their turn in their questioning
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of you today, and we would ask you to be back in the morning so that
you can respond to the question's on the family assistance plan, and
then the committee will return to a discussion with you on the social
services portion of the bill.

At the conclusion of tomorrow's meeting, we will recess until Tues-
day of next. week when we will hear from the Secretary of Labor on
his responsibilities under the bill.

In the event that Senators desire to question you further after that,
the committee will arrange for another session.

I understand you have to testify before the Appropriations Com-
mittee, and the committee wants to work out arrangements with you.

INFORMATION REQUESTED ON TilE NEW JERSEY EXPERIMENTAL WORiK
INCENTIVE PROJ E(Tr

I won't ask any further questions now. I do want to refer to your
comments to Sen'fitor Harris, where you were both referring to an
experimental project, in New Jersey that was conducted by OE0 which
was, as I understand, we say it was quite a success, that was in
Newark, N.J.

Our committee, when your predecessor was here, asked for an op-
portunity to examine-the results of that experiment but as yet we
have not had them.

Now, can they be brought. to the committee this week so that we can
look at. them?

Secretary RICIIARDSON. I am sorry. What is it that you would like
to have brought back?

Senator IN ILLAmJS. This wonderful project up in Newark, N.J.
Secretary RICIARDSON. I know about the project, but I mean what

particular part of it,- or what data would you like to have broughtback?
Senator W1ILLIA3S. I wQuld just like to examine the results of it. I

understand you must have examined it, some of the cases, and thus far
our committee has been unable to get any information from the project
other than that it was good.

Since it was so good, it may influence us a lot in making our deter-
mination, since we have had a pilot project, and I think you would
certainly want to show us a good project.

So we j,;st want. to examine the project with whatever information
you may have, and if you do not have the information, we would like
to get it.

Secretary RxmcnLisoN. We have quite a lot of information about it,
Senator, and we would be very glad to make it available to you. I
think it is fair to say at this point that, while Senator Harris may
have given a somewhat optimistic interpretation of the data, one can
at least say on the basis of the information available to date that the
work incentive approach which permits a family to receive earnings
while only losing part of its income support has not resulted in any
tendency on the part of the families under the experiment to stop
work in order to obtain benefits.

To put it another way around the experiment shows that people
are just as willing to work under this proposed approach as the controll
groups are. The only problem which has arisen with respect to the
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availability of the data has involved records npplying to individual
families. This is a matter which we would be glad to work out with
the committee.

Senator WILLI.MS. The committee will keep the names of the imdi
viduals in confidence. I respect the secrecy, the propriety of not dis-
closing the names. Our committee will keep that in privacy.

I have no objection if you would submit them to the committee
in numbers. But we did ask to examine all files and records of the
cases. For instance, where Mr. A was drawing a certain income level,
a certain type of employment, and may be he was unemployed at the
time that lie became a beneficiary under this program; and he has
even improved his position, or has not improved it. We would like to
have the raw files so that *we can follow the individual cases and draw
our own conclusion as to how great a success it is.

As taxpayers, we spent, considerable money in this project.
Secretary RICHARDSON. I thought we had given it to you. At any

irate, we would be glad to bring back any data or obtain any data, sub-
ject to the understanding you have just expressed with regard to con-
fidentiality. We Would be glad to do this. We think it is an interesting
and important experiment.

Senator WIItams. I am sure it is interesting, and that is the reason
I am after it because of the fact that I am having such trouble getting
it, which makes it more interesting. That is the reason I really want to
see it.

Secretary RICHIARDSON. I am glad to provide it, Senator.
Senator WILLIAMS. Thank you.
Senator ANDERSON. We will recess until 10 o'clock tomorrow morn-

ing.
(Thereupon, at 12:40 p.m., a recess was taken in the hearing, to

reconvene tomorrow, Thursday, July 30, 1970, at 10 a.m.)





THE FAMILY ASSISTANCE ACT OF 1970

THURSDAY, JULY 30, 1970

U.S. SENATE,
Co Mutv.F oN FINANCE,

Washingtoan, D.G.
The committee met, pursuant to recess, at 10:10 a.m., in room 2221,

Niew Senate Office Building, Senator Clinton P. Anderson, presiding.
Present: Senators Anderson, Talmadge, Byrd, Jr., of Virginia, Wil-

liams of Delaware, Bennett, Miller, Fannin, and Hansen.
Senator ANDERSON. Mr. Secretary, do you have any special announce-

ments? If not, we will start in with the questioning.

STATEXFJT OF HON. ELLIOT L RICHARDSON, SECRETARY OF
HEALTH, EDUCATION, AND WELFARE; ACCOMPANIED BY HOW-
ARD A. COHEN, DEPUTY ASSISTANT SECRETARY FOR WELFARE
LEGISLATION; STEPHEN P. SIMONDS, COMMISSIONER, COMXU.
NITY SERVICE ADMINISTRATION, SOCIAL AND IIEHAB3LITATION
SERVICE; CHALES E. HAWKINS, SPECIAL ASSISTANT TO THE
ADMINISTRATOR FOR LEGISLATIVE AFFAIRS, SOCIAL AND RE-
HABILITATION SERVICE; AND IOHN C. MONTGOMERY, ASSIST-
ANT TO THE SECRETARY-Resumed

Secretary R HARDSO'N. I am ready; I have no prepared statement.
Senator ANDERsoN. Senator Fannin?

MFECT OF M EICAL INSURANCE BONUS ON PHOENIX, ARIZ.

Senator FANNIN. Yes, Mr. Chairman, and Mr. Secretary. You have
had considerable comment about the four persons family headed by
a female and we have used Phoenix Ariz., as an illustration, and
column 7 shows the medical insurance ionus ranging from $40 to $155.
We estimate on a chart,--it is hard to tie it down to exactly the chart
involved, but what I am talking about is the medical insurance bonus
certificate that evidently from the annualization would run $40 to
$155 and I was wondering, are these the amounts that would be paid
if the family assistance plan is enacted prior to the enactment of the
proposed family insurance plan?

Secretary RIoHARDON%. I am sorry, Senator. I want to be sure I am
looking at the-

Senator FANNJL. Same chart ?
Secretary RicnARosox. The one which shows medical insurance

bonus, Phoenix, Ariz., with $470 as the top figure and $77 as the
bottom one.

Senator FAN-wn. Yes.
(685)
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rFamly a distance benefits are $1.600 for a family of four with no income, based on
$500 each for the first 2 persons, $300 each for succeeding persons. Fatnly assistance
benefits are reduced 50 percent for earnings. after the Initial disregard of $720 for work-
related expenses, and a single deduction for Federal Income taxes.

2State supplementary payments are based on current payment levels with a 67-ercent
reduction rate for earnings, after the initial disregard of $720 and a single deducion for
Federal Income taxes. House passal provisions of calculating State payments apply
(sec. 452). State su ppilementary grants in New York and Chicago are based on States
reported general maximum rent allotment.

'Federal income taxes computed on the schedule effective In 1972, assuming no sur-
charge. State taxes are computed on current State schedules. Social security taxes relect
the increase from 4.8 to 5.2 percent of earnings up to $9,000 which will be effective
January 1971.

dFood assistance is based on present estimates that the food stamp program will
replace the surplus commodity program in virtually all areas within the first year of
operation of family assistance. (New York City will commence a food stamp prograin II
the fall of 1970.) F'od stamp bonus Is the difference between the coupon allotment
($1,272) and the purhase price (31.8 percent of gross income less $240).

The assumption here Is that the family health Insurance program would replace the
present medicaid program for families with a health Insurance policy having a $500
premium value. This policy value includes no supplementation which the States might
wish to make. Medical insurance bonus is the difference between contributions and the
Illustrative premium value of $500. The following illustrative contribution schedule Is
assumed:

0 percent of grosq Income to $1,600, 5 percent of that amount of gross income
between $1,600 and $3,000, 10 percent from $3,000 to $4,500, and 25 percent of gross

income from $4,500 to $5,620. Full participation is assumed.
6 The housing bonus is calculated on the basis of the proposed 1070 Housing Act

(8. 3639. That act sets a uniform system of rents for all subsidized rental housing,
public and private, based upon fixed percentages of family Income after $300 Is deducted
frm grope income for each child in excess of 2. On the first $3,500, families must pay
20 percent of net income for rent; on the amount over $3 500,25 percent. (It Is assumedthat application of the 20-25 percent rent-income ratio in the private subsidy program
would, tn the aggregate, cover project operating costs. In the private program subsidy Is
limited to principal and Interest on the capital cost of the'project and the aggregate of all
roet rents must be sufficient to cover project operating expenses.) The bonus Is the
ifference between prevailing private rents for housing of modest standards in the 4

citie, based on the most recent determinations for relocation assistance payments, Form
BUD 6148. In Phoenix, the local FHA Insuring office's chief underwriter provided
prevailing rents for standard housing in blue-collar neighborhoods plus utility allowances.
since there is no HUD-aided relocation program. It was assumed that the required unit
sizes were 2-bedroom units for 4-person families. The private annual gross rents assumed
are as follows:

2 bedroom
Phoeuix ------------------------------------------------------ $1. 00
Wilmington --------------------------------------------------- 1.020
Chloago -------------------------------- ----------- 1920
New York City -------------------------------------------------- ,680

Secretary RIoHAiM)SO. And it says at the bottom of the right hand
corner, "H.R. 16311 amended."

Senator FANNIN. That is right. Yes. Down to $155. That is right.
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And are these ainounts--my question is, are these the ainiounts that
will be paid if a family assistance plan is enacted prior to enactment of
the proposed family insurance plan?

Secretary RICHARDSON. No, Senator. Let's assume that the fami -
health insurance plan is enacted along the lines of the administration s
proposal. It is shown here as if it were in effect. The medical insurance
bonus figures indicate what you would have to do in order to eliminate
a notch in States which have medicaid programs. That particular
problem does not arise in Arizona because no medicaid are paid there
under existing law.

senatorr FANNIN.. No. We do not have medicaid.
Secretary RIonARDso.N. In any event, there would be no new notch

under our proposed example, because the family health insura nee bene-
fits decrease as earnings rise.

Senator FANNIN. Well, yes. One of the problems that we have had
as far as the development of a medicaid program in Arizona has been
what would be the effect on our Indian people, Indian citizens. As
you know, we have them under the Public Health Service and have
the different programs for them and under the BIA-I have talked
about this before but not in this particular category of activity, and
I am just wondering about it. On page 134 of the committee print it
states that the basic insurance package would be federally financed.
Does this mean that Arizona, which does not have a medicaid program,
would receive full Federal funding?

Secretary RicuAnDsox. Yes, it would, under the basic plan outlined.

EFFECTS OF FAP ON TH[E ARIZONA INDIAN

Senator FA IKEN. Well, then, the amounts received, it is a little con-
fusing, then with the way the amounts are indicated, but I was just
wondering how we would explain this as far as the operation is
concerned and if it would be fully federally financed, that would
remove the problem that we have.

Now, how would this affect our Indian people?
Secretary RwARDsoNN. I think it is important to reemphasize one

point that we have touched on in earlier discussions, and that is that
when we say "fully federally financed" as applied to Arizona, that.
would mean that no State money would be required for the basic plan
as we have outlined it. but that a premium payment would be made by
families themselve-s, in an amount which increases as their earnings
increase. That amount is shown on page 137 of the green committee
print. The table there shows that under our illustrative contribution
shedule, a family would pay 5 percent of its income in the range be-
tween $1,600 and'$3,000, plus 10 percent of income between $3,000 and
$4,500, and 25 percent of income between $4,500 and a cut off level of
$5,620. So, part of the cost of the coverage shown in the illustration
would be paid for by the family itself.

Senator FANMN. Well, now, that is what concerns me. I am trying
to determine just how this is going to apply to our Indian people be-
cause in most cases, in fact, on several reservations we hp -.e unemployv-
ment of 50 percent, 70 percent, so there is not any income involved other
than what is given to them by the Federal Government.
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Secretary RicnARDsoN. If they have no income other than the basic
family assistance plan benefit of $1,600 for a family of four, then the
Federal Government would pay the whole cost of the insurance cover-
age for them, and they would all be included in the p lan proposed.
And for the basic plan there would be no State contribution. So, we
would in effect be providing a basic plan of coverage.

Senator FANNix. Now, would this be added on to the benefits that
they are now receiving, for instance, from Public Health Service, from
the BIA, from other programs in which they are involved ?

Secretary RicHARDSON. We are-
Senator FAYNIN. On some of the reservations there are as many as

six or seven or eight or 10 programs federally financed and I am Just
wondering how we determine exactly what is involved because in most
of other programs, where this goes into effect, these plans go into effect,
then the others are eliminatedbut I am just trying to-

Secretary RMCHADSMON. This is certainly a very good and pertinent
point. We are now developing legislation along these lines, in coopera-
tion with the Bureau of Indian Affairs and the Public Health Service.
We are trying to work out ways whereby the health insurance plan
would pay for services now provided under appropriations from gen-
eral revenue, so that there would be some equivalents in effect for the
purchase of services under this plan for Indians with the purchase of
services by other people under the plan.

Senator FANNmI. -You understand we do have some very strange
circumstances, I say strange from the standpoint of the difference
between what the Indian people are up against, without roads, with-
out transportation. They have so many other needs, in fact, their pri-
ority as far as most of the Indian people are concerned, is that they
have a road program and have community centers in order that they
can establish businesses and accomplish the objectives we all have in
bringing them into the economic community of our society. We have
tried 0 do this in several instances by giving incentives to the firms to
go on the reservations and we have several that are now located on res-
ervations or adjacent to the reservations, and we get into problems such
as child care, and this has been one that has been overcome by some of
the companies in giving extra incentives to them, even bringing the
complete families mto the program, and I am just wondering if a
study has been given to just how-this-would affect,--what we are trying
to do is to give them incentives to help themselves and to work toward
the goal that we have for them and we hope that--we are trying to
motivate them in that direction. I am just wondering if this will-ac-
complish that objective.

Secretary RIooAmSo. I think it would help, insofar as -it is ap-
plicable to Indians, on the same basis that it would be applicable to
other poor families, because it would provide, in effect, a basic health
insurance coverage for which they pay an increasing share of the cost
as their earnings rise.

Now, the particular problem that you have identified in the case of
Indians is the question of the extent to which the Federal Govern.
meant should cotinue, out of general revenues, to provide in effect
free care and to improve the quality of the care that is made available
through the Public Health S&-vice hospitals. To the extent that that
care would be provided in the way it is now, there would really be, as
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I understand the problem, no need for them to have health insurance
policies in effect, even subsidized health insurance policies. Thus, the
question becomes, to what extent should we propose under the health
insurance plan to pay for services provided by the Indian hospitals,
and to what extent should the hospitals continue to provide an addi-
tional subsidized service beyond what is paid for under the health
insurance plan. This is the kind of question that we are working on
now with the Public Health Service and the Bureau of Indain Affaim
We do not have a final answer. In any event, we certainly want to work
in the direction of expanding and improving the quality of health care,
together with moving in the direction of a participatory health in-
surance program for all citizens including Indians. But I am not sure
at this point just where the line should fall.

Senator FANNxN. Well, of course,zthat is why I am concerned'that
we do coordinate these programs, that they are, I think, the most
neglected of all our citizens as far as the health problem is concerned,
the greatest of any of our citizenry. We have epidemics, we still have
tuberculosis problems on the reservations, we have greater health prob-
lems on the reservations perhaps than any place in our Nation, and
the Public Health Service, although it has improved tremendously the
care of our Indian people, it certainly is still very inadequate and I
have visited some of the hospitals that are adjacent to those reserva-
tions, in small towns, where they are very lacking in their ability to
take care of the patients. But we do have some of the hospitals that
are on the reservations that would be the only ones available and that
is why I am wondering, and I appreciate your comments, about the
attempt to coordinate the efforts so that we can improve the services
to our Indian people and still have a program that will encourage
them to want to go to some type of employment. We have not been
successful, as you now, in accomplishing this objective because of the
type of service that they have been subjected to over the years of almost

hat we would call parental care when they did not want that type of
care but we forced it upon them. So, I just hope that great study will
be made of just how we can accomplish the objectives as you have
explained but I still do not see that we have in this particular instance
accomplished the objective proposals that we have before us.

Now, with what you have explained perhaps that would to a
greater extent accomplish what we are talking about but our real
concern is as to whether or not we will follow through.

Secretary RICmmDSON. We have not solved the problem which you
have identified, Senator. I can only say that we fully share your con-
cern with the urgency of improving the quality of health services for
Indians. We recognize that our services are still seriously inadequate,
and as I think I mentioned earlier in the hearings, the President, in
his recent special message on Indians identified a directive to the
Department of HEW to seek an additional $10 million for health
services for Indians under existing law. I think I could just say this
Ib d way of a general approach: To the extent that Indians are in-
wuded under the proposed family health insurance plan, we certainly
would not want to load the premium cost of the plan for Indians with
any of the costs of capital investment in the improvement of the over-
all availability of health facilities for Indians, In others words, to
whatever extent it seems wise to provide health insurance coverage for
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Indians on the same basis as for other citizens in poor families, they
shoul pay out-of-pocliet only for the costs of providing services, as
distinguished from the costs of inh)rovimg the health care base. We
think that improving the base should proceed along the lines that it,
is proceeding now, through funds appropriated to the Public health
Service, rather than through this program.

Senator FANNIN. Well, Mr. Secretary, I would just say this, that
I hope you realize the program that would be necessary to carry
through what you talk about, because when we consider that some-
where between 50 percent and two-thirds of our Indian people on
these reservations, adult Indian's, cannot read or write or speak the
English language, then you can see what a tremendous barrier we
have in carrying through any type of program which we have dis-
cussed. So, it is going to be very difficult.. It will require tremendous
personnel to reach these people and carry through this program thatwe are talking about and I do not know whether or not you hive
incorporated in your estimates of costs just what this will involve.

Secretary RICHARDSON. The only extent to which we have incor-
porated it, and these are very preliminary figures, is through the in-
clusion of low-income Indian families in the total number of families
which would be brought in under the plan. The calculations that have
been made to date reflect the financial status of Indian families, just
as they do that of other poor families. The other questions that you
have raised this morning relate to the kinds of things that really in-
volve the interrelationship between the family health insurance plan
and the ongoing Indian health programs of the Public Health Service,
and there, as I have said, we have no final answers. We are discussing
these problems with the Bureau of Indian Affairs and the Public
Health Service along the general lines of the approach I described,
namely, using the existing programs as the channel through which to
expand the base of facilities provided, while seeing how we can mesh
this with the health insurance plan, by which Indians can contribute to
the cost of their own care in proportion to increases in their earnings.

Senator FANNIN. When we are talking about, Mr. Secretary, res-
ervation Indians, we are probably talking about 90 percent of the
families being under this program so far as the income is concerned
and with anywhere from 50 to 70 percent unemployment you can
realize the great problem that exists.

Secretary RICHANDSON. Well, it is both a problem and an oppor-
tunity, and we certainly approach it with the objective of trying to
make up for lost time In the improvement of the overall quality of
care The family health insurance plan for poor families would pro-
vide a very substantial amount of additional funds that could be
brought to bear to pay for improved services.

Senator FNzNIN. Thank you Mr Secretary.
Senator ANzEsoN. Senator HansenI
Senator W-aIJ.TAJs. Would the Senator yield for just a momentI
Senator HANSEN. I will be happy to yield.

CHART DISCREPANCIES WITH REGARD TO MEDICAL INSURANCE BONUS

Senator W1uJAu.s. Mr. Secretary, I do not want to interfeie with
Senator Hansen, but I call to the attention of the Senator from Ai-
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zona only the chart on the right is marked "Administration's June
revisions." I wonder if that should not be pulled off and called some-
body's else's suggestions because the chart in the middle is the June
revisions and that is the chart you submitted the other day.

Now, if we get another revisedJune revision we will all be confused
and we will have charts hc'e forever. Those administration's June
revisions do not coincide with the report submitted to us in the com-
mittee report which was furnished by your Department on page 50 of
the report nor does it coincide with the center c art, which is an iden-
tical copy of the chart you resubmitted July 22. And now, if we aregoing to go back and retroactively change these again, I am just won-
dering if we will not be in a situation here of perpetual motion.

Now? if all of these charts need to go back to the Department for
correction I have no objections to that. But I think we should stick
to the charts and not retroactively change the June revision because
that is not a June revision chart.

Secretary RIoH~mtox. I am not sure what you mean, Senator. The
chart on the right is the same as the chart I have in the little booklet
we distributed, entitled "Benefits Potentially Avaliable to Four-Person
Female-Headed Families, Department of H July 1970."

In any case, the chart that is shown there on the right perfectly
well serves the purpose of illustrating the problems inherent in elimi-
nating notches and it also shows what would be the projected benefits
under the health insurance plan which we were just discussing

Senator WunuAms. Well, I do not want to pursue this further, but
just take the medical insurance bonus. The figures in the report on
page 50 that were submitted to the committee in June read 470, 434,
428, 395, 361, 326, 155. Now, that is different from what is on the
chart up on the board. The report which was submitted, your June
revisions under existing law, medicaid program, there is no change inthe June revisions for medicaid program. If we are talking about how
you are going t? change the medicaid program in January, let's recog-

nize that there is no medicaid prograni for Arizona. Arizona does not
have a medicaid pr under existig law and if this bill is enacted
as you submitted it, there would still be no medicaid program unless
there was one initiated. That is the reason I am wondering if you
are not going to confuse the committee, at least you confuse one mem-
bereof the committee, if you are going to retroactively Come back and
have two June revisions which do not coincide.

Now I gather that your medical insurance bonus that you are speak-
ing of is theresult of a prospective plan which you expect to submit
next year.

Secretary RicAmmxN. I am not sure what the differences are in the
assumptions that are reflected in those two charts, Senator. They start
out with the same figures, $470 and $434. I can provide an explana-
tion for the record.

Senator Wn . They start out with 470, 434, but Arizona does
not have a medical insurance program now, do they? Medicaid pro-
gram I They do not have one now. If you continue beyond those two

from then on they are changed from your report on page 50.
contuos changing of these Aigures and retroactively putting

them back as though &y are a art of the June report is what con-
fus us. We have-ad a week o trying to analyze these charts and

'6-42? 0-70--Pt. 2-17
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perhaps it would do us all good if we spend another week trying to
analyze them. But if we are going to get a separate set of charts
every day, I still want to understand the retroactive changes that
have developed

Secretary RIcHASRloN. I will be glad to insert at this point in the
record an explanation of the difference between these two charts.
In any event, I do not think they are material to any of the questions
we have discussed.

Senator WImiAms. Well, when you submit it for the record, will
you send my office a copy of what you submit-

Secretary RIcIIARDSON. Yes, sir.
Senator WItLiAMs (continuing). Because the record will be printed

later and I may want to question you further and I still-
Secretary RICHARDSON. I will send it to you tomorrow.
Senator WnLLjAMS. Tomorrow?
Secretary RICHARDSON. Yes, sir.
(The Department subsequently submitted the following letter to

Senator John Williams:)
AUGUST 1, 1970.

ion. JOHN WILLIAMS,
U.8. eSate,
WaehVtlto,, D.C.

Dm. Sz.qATMo WILUAMS: During the Committee on Finance's hearing of
Thursday, July 30, you requested clarification of differences among three Family
Assistance benefit tables. The tables In question are for Phoenix, Arizona. One
appears on page 50 of the June 1970 Committee print and the other two are
tables 9 (HAW chart 9) and a (HEW chart 13) which were distributed to
members of the Committee.

The differences reflect changes In Section 452 of H.R. 16311, the section which
defines the level of State supplementary payments and the method by which
they are calculated.

One of the Administration's June amendments substituted a requirement that
each State set a single payment level in place of the melange of fiat dollar
maximums, percentage reductions, and similar methods of computing payments
now used by States which pay less than their full standard of need. The tables
for Phoenix and Wilmington in the June Committee Print reflect this change.

The Administration recently decided that families which would receive lower
benefits under the above amendment that they currently receive should be pro-
tected against loss. Tables 0 (HEW chart 9) and A (HEW chart 13) reflect
changes in treatment of those families resulting from our decision.

Should you have any further questions about our chart, or about any other
aspects of Family Assistance, my staff and I will, of course, do our best to
answer them.

Sincerely*
Euuof L. Rcuiztno, Secretary.

Senator WILIAMS. I do vot know whether we are going to have a
meeting tomorrow or not. Anyway, we will see that you get another
chance to discuss this.

Secretary RICHARDSON. I am not sure that would be useful, Senator,
but I will be glad to come back to it. The point of the merits of the
question of what the proposed medical insurance approach does in
terms of elimination of the notches is not affected by-

Senator WILIAmMS. I appreciate that.
Secretary RICHARDsON (continuing). That at all.
Senator WILLIAMS. I appreciate that and we have had the third

chart which would show w.at your proposed medical change in the
insurance progiam would change. I appreciate that and that chart
has been most helpful on your proposed changes, what you expect
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to submit next January. But I am raising the question, Should we
take your proposed changes that you expect to submit next January
and interpret them as a June revision, something you did in June,
which is not quite the case That is the point that I am making.

Secretary RICHARDSON. Well, the problem is, Senator, basically, that
when you make a chart like this, you have to make certain assumptions
with respect to the status of the family. Miss Townsend, to my left,
tells me that the explanation appears to be that the family shown in
this second hart was "grandfathered in," and that this has certain
effects on the calculations. In any event, so far as Arizona is concerned,
the important thing is that Arizona does not have a medicaid program
at all now. Under the proposed family health insurance plan basic
medical insurance coverage would be provided. There would be a
medical insurance bonus for families, which would be relatively large
for families with no or little income, and which would decline as a
family's income rises. That in turn then leads to the question of how the
family health insurance plan will be coordinated with the existing pro-
gfam for health care of Indians, which Senator Fannin mentioned.
So far as the dollar differentials in these figures, after $434, where
they begin to vary, are explained, I can only say that we will give
you that explanation between now and tomorrow morning.

Senator Wxwx~xs. Well, I will not pursue this further. We have
others. But you mentioned the point and I think it should be empha-
sized that your medical insurance bonus, Arizona does not have a
medicaid program, therefore, you cannot grandfather in something
which does not exist, and this-

Secretary RxcuAwsox. No but the medical insurance bonus is a
function of gross income an gross income is a function of family
assistance plan benefits and State supplements, so the calculations for
them affect the bonus. Those calculations depend upon the assump-
tions you make about State supplements and how they are calculated
for a given family.

Senator Wua xs. That is correct, but which would be triggered in
if and when you submit it to the Congress next year and Congress
approves it. Is that not true?

-Secretary lcu mso. I think that we-
Senator WmLums. The medicaid portion ?
Secretary RIoARmiso. Anything we do next year affects the total

gross money income figures.
Senator Wlujxs. Let us put it this way. I do not want to interfere

with the other questioning, but if we pass this bill as is, with no
amendments, and it becomes the law, and Congress does nothing
further next year, would there be a medical bonus for-

Secretary RicHiAsow. No.
Senator WnjLIMs. No, that is correct, and that is the reason I say

that June revision does not include that medical bonus and it should
be marked exactly as it is in the book, that it is an assumption based
upon a submission of a program next January which as yet has not
ben submitted. Now that, is all I am trying to get. That this is not
tle June-

Secretary RICHAmON. That has been repeatedly made clear, Sen-
6W Every time we have talked about the medical insurance bonus,
we have said that this is a bonus that would be provided under legisla-
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tion to be submitted next year. And this all arises because of a point
that you developed earlier, that medicaid benefits for a given family
do not decline as that family's income rises, and that, therefore, a notch
is created. Thus a disincentive is brought about by the fact that when
a family crosses the threshhold of elisbility for medicaid, it loses a
very substantial benefit, which, translated into cash, is shown under
the average medicaid benefits headings for the States having medicaid
programs. Arizona happens to be one of the only two States that does
not have a medicaid program.

Now, if that disincentive is to be removed, it can oniy be done by
substituting a new program for the existing medicaid program, and
that new program must be--whatever its other characteristics-a
program under which benefits decline as income rises. Whether you
accomplish that objective by the particular route that is outlined on
pages 124 to 137 of the committee print or by some other means,
benefits must decline proportionately as income rises in order to elim-
inate the notch. This cannot be done by a welfare bill, any welfare bill,
including this one, which does not amend or provide a substitute for
medicaid.

Now, the committee may elect in February or thereafter to go for-
ward with the existing medicaid program, because it concludes in its
wisdom that it is better to maintain medicaid in its present form even
at the price of the notch or disincentive than to substitute a new pro-
gram or it. At any rate, all we have told the committee and I thought
this had been made clear repeatedly, is that we will submit in Febru-
ary of 1971 a proposal that will eliminate the notch, which the com-
mittee will then have the opportunity to consider together with the
option of maintaining the present medicaid program and such other
options as it may wish to consider at that time. But that does not
affect the wisdom of taking action now that will eliminate inequities
in the existing welfare program.

Senator W71 s. Mr. Secretary, I apologize to the Senator fromWyoming for takin too much time. You know I will pursue thee
June revisions further if there is still insistence that that chart on the
right isa June revision.
.I yield to the Senator from Wyoming, and I look forward to receiv-
ing your explanation as to how that fits in the bill that is now before us.

UMBER EIjorBLE FOR WELFARE

Senator HAaSZr. Thank you very much, Mr. Chairman.
Mr. Secretary, I was quite interested in your colloquy with Senator

Byrd yesterday during which two points emerged. First, you said that
only half of the persons eligible for welfare today are actually receiv-inbenefits i

second you said that your estimate of 24 million welfare recipients
is based on the assumption that all persons eligible for welfare will
apply for those benefits. Let us take up those points one at a time.

Fir, regarding the question of what is happening today, you as-
sume that only half of the persons eligible for welfare are actually
receiving benefits. I would a is this a guess or do you have any
concrete information on which to base this statement I

Se retary RNumeo.. It is an informed pew to the extent that it
res on an analysis of income levels of families. It is essentially the
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same sort of analysis as that on which the family assistance plan pro.
jections themselves are based. It cannot be more than a gess, how-
ever, even in the light of these family income surveys Cause the
surveys do not necessarily reflect the kind of determinations that have
to be made in the welfare office under existing law with respect to
family assets, and so on, that would enter into actual determination of
eligibility. But that is the most important basis for the estimate that
only about half of all families eligible for AFDC are actually on the
welfare rolls.

We also have indications that a substantial part of the increase in
AFDC rolls in recent years has been brought about by an increasing
awareness of eligibility, and our statistical information tends to cor-
roborate the overall impression that a number of people roughly
equivalent to those on the rolls are still not covered.

This is important in terms of a comparison between the numbers of
people now on the rolls with the total number of people who would be
eligible under the family assistance plan. It also gives us, I think,
some warning of an increase in recipients even under current law as
awareness of eligibility becomes more and more widespread. An in-
teresting study has been made of the reasons for the increase in the
welfare caseload. This study suggests that one factor in the increase
in caseloads has been medicaid. People have felt that they could
apply for medicaid without associating themselves with the kind of
stigma attached to being on welfare. Having done this, they have
often, it appears, found that they were eligible for-welfare, and then
receives that, too. And it may be that in the course of time since even
more families are eligible for food stamps than for AFDC, that
the extension of food stamp eligibility will stimulate more people
presently eligible for AFCD to apply.

So the difference between the number of persons presently eligible%
for AFDC and the number of recipients will tend to decrease oveo
time.
Senator I-IzN. Mr. Secretary, I think you have said initially in

your statement that this projection or educated guess, those are u"'
your exact words but,-

Secretary RICHAnwN. That is a fair-
Senator HAsrm. (continuing). Were based partly upon the in-

come of families and with that particular facet in mind, let me point
out something on page 19 of the bill-that would appear on page 159
of the committee print-I read from the subhead, .Procedures; Pro-
hibition of Assignment", on the top of page 159 in the committee
print, under (0) (1).

The Secretary shall prescribe regulations applicable to families or members
thereof with respect to the filing of applications, the furnishing of other data
and material, and the reporting of events and changes in circumstances as may

; be necessary to determine eligibility for and amount of family assistance bene-, its.

And then I would refer to your statement before the committee madeJuly 9A, page 16 of that statement. I am jumping now to another text
here, ani I-quote your words on page 17 under "More Efficient Ad-,?,' mianii" You say:

Nlgibility for aid would be determined on a simplified basic which would in-
vlude cresecheck of earnings data and sampling of recipients' reports as pro-
tewuo for th Oysem.
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It implies to me that what you are saying is that we will abandon
the present complicated redtape checking system we have been em-ploying and will o~. to a rather simplified system by which essentially
most recipients will need to do no more than to come in and to assert
that they are eligible in order to receive assistance.

Now, if this were the case, and I assume that it is, would it not be
likely that the check that would be included in your assumption as to
the number of eligible recipients insofar as a reflection of income is
concerned would contemplate this sort of a situation. A person could
have had a job and by virtue of that situation could have built up cer-
tain unemployment benefits. Let us say for purposes of illustration that
these benefits8 would amouipt to $50 per week unemployment compensa-
tion. But under the modification in the regulations which you suggest,
so that all that needs to be done is to come in and to make the assertion
that he is eligible and in need, lie could thereby, let us assume, be
eligible for $100 in welfare payments but as we know, welfare pay-
ments will be reduced in like proportion to other income, so that if a
person were eligible for unemployment compensation to the extent
of $50 a week and was eligible on his own declaration for welfare pay-
ments to the extent of $100 a week, I should think there would be
little incentive for the individual to appear down at the employment
office each week to declare his availability for employment when all he
has to do is walk over to the welfare office and get as many total dol-
lars, the $100 a week, by simply doing that without having to bother
to go to the employment office. He will not have to take advantage of
the $50 benefit that he could have gotten in that fashion and it would
seem to me that this would distort the whole picture insofar as true
need is concerned, and that the lessening of the restrictions and the
conditions upon which welfare would be paid, I should think, would
militate against the very objective to which we both have subscribed.

Secretary RICHARDSON. Well, I think this again is an important
point. Several things can be said.

First of all, if an individual receiving benefits or eligible for bene-
fits loses a job and thus becomes entitled to unemployment compensa-
tion, the unemployment compensation he received would be con-
sidered income.

Senator HA NsE. If it were received.
Secretary RICHANDSON. If it were received. The individual would be

required by the administrators of the family assistance plan to apply
for and obtain the unemployment compensation. To verify his re-
ceipt of the unemployment compensation, we would utilize the panoply
of crosschecks against data that are available to the various Federal
agencies which in. one way or another are required to keep track of
different sources of income. One means, for example, whereby an in-
dividual's application would be checked for accuracy would be through
the employer s tax return of amounts withheld.

Senator HANsEN. But how long will it take before that information
is going to be available ? These reports are made quarterly, are they not,
and before you are going to get them, is it not likely to be 6 months
after the fact before welfare will know what may have been paid an
individual I It would seem to me that this is entirely too slow and
cumbersome a process to be of any value to you.

Secretary RicHARmDoN. I think that in the case of the employer's
tax return, this is an effective way of checking the eligibility appica-



647

tion. There is provision in the Family Assistance Act for adjustment
of payments or recovery of overpayments.

RECOURSE IN CASE OF PAYMENTS TO INELEOIBLE

Senator HANSHN. If I could interrupt this just a moment, Mr.Secretary, let me ask you this. Supposing you do get around to ob-
taining the knowledge that John Smith was ineligible for welfare
payments He failed to qualify for them or he may indeed have
received them and failed to acknowledge them in applying for wel-
fare How harshly do you propose to deal with that sort of behavior I

Secretary RICHADsSoN. There are provisions in the bill for the
recovery of overpayments, and there are provisions making criminal
law penalties applicable for fraudulent statements by an individual.
The penalties are the ones that attach to giving false statements to
the Federal Government on which some official action is to be taken.
So, if an individual's misstatement were willful, he would be subject
to criminal prosecution. If it were simply a, mistake of some kind
that did not justify criminal prosecution, provisions of the bill that
pertain to overpayments and underpayments would apply. The bill
provides that appropriate adjustments in future payments or recovery
from the family would be made to rectify overpayments. Regarding
an individual worker's current receipt of unemployment compensation
benefits or entitlement to them, the cross-check can be much more rapid
than quarterly, because unemployment compensation benefits are
made weekly and the cross-check could therefore be made between
the local oAice administering family assistance payments and
the local office administering unemployment compensation payments
with a maximum of a 7-day lag. Mr. John Montgomery of the De-
partment is working on the plans for the implementation of this
program. These plans contemplate, in effect, t in the records of
the unemployment compensation system and the family assistance
plan system by computer, so that the log of payments and entitlement
is one, and is available to both systems.

P E LIGnWIT REQURMZXTS AND APPLICATION PROCEDURES

Senator HANuN. I noted that just recently within the District, wel-
fare costs moved upward, and those are rather modest terms to de-
scribe a rise of 71 percent, which was the fact, of course. I have not
seen an official breakdown and analysis showing what may all have
contributed to that very sharp rise, but my guess is that one of the
reasons was that the simplified eligibility requirements simply made
it easier for more people to qualify for and receive welfare assistance
than has been true in the past.I would like to raise this second point with you, if you caretocom-
ment on it-maybe you have a different idea than mine.

Secretary RzoHAwnoN. I do not know to what extent that is a fac-
tor, Senator. I would just say that I think it is a fair assumption, at
least, that if we had a nationally administered system with records
tied by computer with social security withholding tax returns, income
tax return, and unemployment comp ensation neneflts, it would be
on the whol as efficient to administer ind substantially as effective in
protection against fraud as, say, the income tax system itself. And
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undoubtedly, it would tend to mean that a higher proportion of eli-
gible people would be covered. This is why, as Ihave said, we have not
felt that we ought to apply an arbitrary discount or guess to the dif-
ferential between potential and actual recipients of family assistance.
I think the effect would be to bring about a relatively high proportion
of cove among those eligible. 1 think also it would bring about a
more easily policed system than the hodgepodge we have now.

Senator HANSzN. Well, I could not argue at all with the second
point. I think the more you relax regulations the fewer tests you im-
pose, certainly the easier policing iecomes for such a system. I am
not certain it follows necessarily that the broad public interest will
likewise be better served, but certainly, ifYOmr -- want to make the job
of the cop easier, just give him fewer duties and it will be easier.

I wonder-it occurs to me that-and what I am trying to imply is
that as we relax the restrictions, as we make fewer the checks that are
going to be imposed upon individuals, as we require the meeting of
fewer stipulations, I think obviously we are going to have more people,
A greater percentage of people eligible and actually drawing welfare
assistance and we are likely also to have a rather considerable number
of people who would not be eligible but drawing welfare assistance,
simpl because we have relaxed these checks and testssufficiently to
permit people to get in on an assistance program who would not be
there if we were tightening up rather than relaxing regulations.

Secretary RMCHAWMsoN. Senator, I think I will have to take issue
with a couple of things you have said. I do not think it is realistic or
fair to equate the use of simpler application procedures with the re-
laxation of standards. The standards of eligibility, would be those de-
fined in the bill havig to do with the family assets and the amount
of income, and so on. They would be simplified in the sense that they
would become uniform nationally instead of determined by 54 differ-
ent jurisdictions. I do not think that in this sense, simplification equals
relaxation.

It is true that the initial determination of eligibility is itself simpli-
fied through initial reliance on an application form rather than an
exhaustive interview with a social worker, which involves the detailed
Oalcultion of a family budget-so much for carfare, so much for
food, so much for rent and so on. However, I do not think it follows
thot ecuse all that elaborate budgetary computation is eliminated, the
chances Of fraud or of erroneous determinations of eligibility are any
more likely.

In addiion-and I think this 1s a ver important point-notwith-
standing" the sImplification of the application form, there would be
means of checking g on the eligibility ond continuing eligibility of the
Individual that do not exist now. They could be created because we
would-have a uniform national Standar1 of eligibility and a computer
tie-in to the records of income tax withholding, social security tax
withholding, social security benefits, and unemployment compensa-
,tion benefits Because these records would be tied together and cross-
..~e~~~ ~We would have, I think it is faig. to say, at least as great a
4e.errent to fraud, and perhaps a greater one, than we have'under the

o Winpi y, I do nbt think t4at absorption of a lot of social.
worker time n determining eligibilityls a particularly effective means
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-of preventing fraud. I think that insofar as there is fraud, it could be
more effectively deterred by the kind of crosschecks that would be
built into the proposed system.

Senator mua Would the Senator yieldI
Senator HNsva. Yes, I yield.
Senator Mumt. This matter of taking up time of trained profes-

sional social workers is one that was of great concern as you know for
a long time, but it does not follow that because we are concerned about
that that we have to necessarily go through to claim of eligibility.
Why would it not be feasible to relieve the professional social workers
of all of this effort and let them perform the duties for which they
are trained and for which they really were put on the payroll in the
first place, and have teams of interviewers or auditors whose only task
is to determine eligibility ?

Now this was done in my State and my understanding was that it
worked quite well to preserve the full time of the social workers to do
what they best do. So, I do not think it is entirely responsive, Mr. Sec-
retary, to suggest that the only alternative to what Senator Hansen
was refrring to is to take up the time of professional social workers

Secretary RiCHARDSON. Oh, no. You are quite right; I do not mean
to suggest either that the individual would simply fill out a form and
that fi6body would pay any attention to it or talk to the individual or
make any immediate inquiries regarding the form. People in local
offices, where the individual applies for assistance, would examine his
application. I was addressing myself rather to the question of whether
the use of simplified application procedures would be more likely to
result in fraud or in erroneous eligibility determinations than our
present procedures do. Progress is now being made in a great many
States toward the separation of the determination of eligibility and
the administration of income a ments from the administration of
social services. We have just field a report dated July 1970, which is
the first annual report of the Department to the Congress on services
to families receiving AFDC under title IV of the Social Security Act.
In its first part this report describes the pr being made in this
area. In settiup the administration of fazifily assistance we expect
to draw upon the experience that has been gained in AFD. In effect,
the system would be designed to combine the most efficient elements
of an automatic cross-check of earnings with the filling out of a form,
and an interview, and so on, so that the result is an optimal combina-
tion of all elements.

Senator Muim I appreciate that response. If my colleague will
yield further for one additional question on that point, what would be
the ratio of cross-checking that you envision on this ?

Secretary RxcimArmsoi. May I ask Mr. Montgomery to discuss this?
As I mentioned earlier, he was formerly the public welfare adminis-
trator of California, and before that he administered a county
program. He has come to the Department of HEW to design the
administrative system for this plan.

Mr. MoNwoxmr.- Senator, it is our intention to develop an admin-
istrative process that will have a 100-percent cross-check on earnings.
The sources of information will be the Social Security Administration,
the Internal Revenue Service, other sources of information that are
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available at the Federal level, and in some instances sources available
at the State level.

Beyond the earnings cross-check, there will be a sample validation,
a quality or eligibility control sample. This will be statistically drawn
and will cover all aspects of the eligibility process-family composi-
tion and every element with which you and we would be concerned.
From that information we will be able to gain further indications as
to whether there should be, beyond earnings, a 100-percent verification
of other elements

Senator HANSEN. Thank you, Mr. Montgomery.
Senator WIuIJAXS. Will the Senator yield at that point?Senator HAssa . I yield,Senator W K W~lder HEW regulations, States were required

to test the so-called declaration method-of detrmining the eligi ability
in various areas of the States in 1969. Earlier this year a report on the
testing was submitted to Secretary Finch and, based on this report, he
issued regulations requiring the use of the declaration method in deter-
mining the eligibility for aid to blind, disabled persons for welfare.
The committee at the same time was interested in the subject and the
committee asked the General Accounting Office to look into the test
results and report back to us. I understand that their report is to be
available in the very near future and I would suggest that as soon as
it becomes available, a copy of it be made a part of the record at this
point and also be called to the attention of the Secretary at the same
time.

Senator WILAMe. I think it would answer some of these questions.
Senator HANSEN. I thank the distinguished Senator from Delaware.
(The report referred to follows. Hearing continues on p. 681.)
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WY 2WE REVI WAS NADE

The traditional method of detemining eligibility of persons for public
assistance programs has been the object of criticism in recent years
because it was considered to be too expensive and time consuming and
too humiliating to the applicant. Generally under this method no deci-
sion on eligibility or extent of entitlement was made by welfare agen-
cies until a caseworker had visited the applicant's residence and
verified information previously furnished at the time of application,
which Included obtaining information from collateral sources. For
applicants deemed eligible, redeterminations of eligibility were made
at least annually following these procedures.

The Department of Health, Education, and Welfare (HEW) developed a
simplified method for eligibility decisions designed to reduce admin-
istrative costs, initiate payments to eligible recipients more promptly,
and make more time available for social workers to render services to
recipients of public assistance.

The simplified method provides for eligibility determinations to be
based, to the maximum extent possible, on the information furnished by
the applicant, without routine interviewing of the applicant and with-
out routine verification and Investigation by the caseworker. In Jan-
uary 1969 HEW required all States to begin to implement the simplified
method for adult public assistance programs in selected locations.

The Social and Rehabilitation Service of HEW instituted a test of the
simplified method in July 1969, to determine whether the intended ob-
jectives were being achieved. The test included validating the correct-
ness of decisions made by the caseworkers on eligibility and extent of
entitlement through acceptance-sampling techniques. The test was car-
ried out by State and local welfare agencies and was monitored by HEW.
The results were reported to the Secretary, HEW, In January 1970.
Largely on the basis of this report, HEW directed the States to fully
implement the simplified method for adult programs. Implementation be-
gan in July 1970 and is to be completed by July 1971. States were also
directed to develop a plan to be carried out over a period ending
July 1, 1973, which would result in further simplification and improvement
of the method.
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Because of the continuing congressional interest in the rising costs
of federally aided public assistance programs, and because of the po-
tential significant impact of the simplified method on such costs, the
General Accounting Office (GAO) observed the procedures followed in mak-
ing the test and reviewed the results of the test. GAO's observations
have been discussed with HEW officials but written consents have not
been obtained.

FINDI AND CONCLUSION

GAO observed a number of problems in the implementation of the simpli-
fied method by the States in selected locations and in HEW's conduct
of the test of the method. These suggest that HEW needs to closely
monitor the nationwide implementation of the simplified method.

In implementing the simplified method,

-- few States protested the simplified application for to the extent
set forth in the HEW regulations; as a result, when the testing be-
gan many States found their simplified forms to be inadequate (seep. 15),

--many welfare agency workers found It was not possible to make deci-
sions on eligibility solely on the basis of Information provided
by the applicant (see pp. 15 to 16), and

-- some welfare offices conducted prescreening interviews with appli-
cants; and, In cases where the welfare worker believed the apple i-
cant to be ineligible, the appltcant was not allowed to complete
a simplified application form (-'ee p. 17).

GAO noted also that

--about 83 percent of-the total cases Included in the test were re-
determinations of eligibility which had previously been subjected
to the traditional method of determining eligibility, so that the
overall results of the HEW test may not be indicative of the manner
in which the simplified method will operate (see pp. 17 to 18),

--a 3-percent level of Incorrect eligibility decisions for accepting
sapled lots was established largely on a discretionary basis (see
pP. 19 to 20),

-- the sapling plan used by HEW contained relatively high probbili-
ties that the tolerable level of Ineligibility was exceeded see
pp. 21 to 22), and

-a• benefit-cost analysis of the simplified method was not made dur-
Ing the test period (see pp. 22 to 23).
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GAO believes that the problems associated with the HEW test were, col-
lectively, sufficient for questioning certain of the dta' from which
conclusions were drawn to have the simplified method implemented on a
natiowde basis. However, the problems we observed should not be con-
strued as meaning that WAO is opposed to use of the method.

HlW advised GAD that most of the problem were the result of a short
time frame within which to plan, conduct, and report on the test.

To ensure that the States implement HEW's simplified method in an ef-
ftctive manner and work toward further simplification and improvement
of the mthod,-the Secretary of HtEW should

-- provide the States with specific guidelines as to when, and the
manner In which, inconsistent statements made by applicants at the
tie of application should be verified by Information obtained from
collateral sources (see p. 24),

-provide for an examination of the simplified application forms
adopted by the States and, where the form are found to be inade-
quate, provide assistance to the States in designing and implement-
ing a smplified form upon which proper eligibility deteminations
can be based (see p. 25) * and

--reevaluate the 3-percent tolerance level for Ineligibility on the
basis of experience gained through continued validating procedures
when the simplified method becomes operational in a representative
number of States (sea 26).

3
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CHAPTER I

INTFLODUCTION

GAO has observed the procedures followed by the Social
and Rehabilitation Service, HEW, and the States in imple-
menting and testing the simplified method for determining
eligibility of persons for adult public assistance programs.
GAO has not reviewed the appropriateness of the simplified
method. The adult programs are authorized by title I, old
age assistance; title X, aid to the blind; title XIV, aid
to the permanently and totally disabled; and title XVI, aid
to the aged, blind, or disabled, of the Social Security Act,
as amended (42 U.S.C. 301-1385). During fiscal year 1969
about $1.6, billion of Federal funds were expended for these
programs and about 2.8 million persons were provided assis-
tance.

The traditional method of determining eligibility for
public assistance programs has been the object of criticism
in recent years. Welfare agency employees interviewed each
person applying for assistance and completed an application
form for the applicant. Decisions on an applicant's eligi-
bility and the extent of entitlement were generally not
made by the agency until a caseworker had visited the appli-
cant's residence and verified the information previously
furnished at the interview. In many cases collateral
sources of information (such as birth certificates, inter-
views with landlords, and inquiries of the Social Security
Adinistration) were sought in an effort to verify certain
eligibility factors. Only after a thorough investigation
would a decision on eligibility and e:;tent of entitlement
be made. *For an applicant deemed eligible for an adult pro-
gram, a redetermination of eligibility was made at least an-
nually, following the same procedures.

Criticism of the traditional method has been that it
is too expensive and time consuming and that it is humiliat-
ing to the applicant or recipient. Therefore, HEW developed
a simplified method for determining eligibility designed to
raduce administrative costs, initiate payments to eligible
applicants more promptly, and make more time available for
social workers to render services to recipients of public
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assistance while maintaining the validity of eligibility
determinations. The simplified method provides for eligi-
bility determinations to be based, to the maximum extent
possible, on information furnished by the applicant, with-
out interviewing the applicant for the purpose of verifying
information and without verifying information through col-
lateral sources.

In January 1969 HEW issued a regulation that required
all States to begin to implement the simplified method of
determining eligibility for adult public assistance programs
in selected locations. The regulation stated that the test-
ing of the simplified method would begin no later than
July 1, 1969. The purpose of the test was to determine
whether-the simplified method was achieving its intended ob-
jectives.

The purposes of this report are to summarize our obser-
vations on the test conducted by the Social and Rehabilita-
tion Service and the States and to indicate need for action
by the Secretary of HEW which we believe will promote proper
implementation of the simplified method. The scope of our
review is described on page 26.



CHAPUR 2

INSTRUCTIONS RELATING TO

TESTING OF THE SIMPLIFIED METHOD

Social and Rehabilitation Service (SRS) Program Regula-
tion 10-3# issued on January 24, 1969, provided guidance to
State public assistance agencies in establishing and admin-
istering a simplified method for determining eligibility-
under all public assistance programs authorized by the So-
cial Security Act. The Assistance Payments Administration
of SRS issued supplementary guidance to the State agencies
on March 28, 1969, explaining more fully the content and in-
tent of SRS Program Regulation 10-3.

This chapter contains a brief description of SRS and
Assistance Payments Administration guidelines concerning the
manner in which the simplified method was to be implemented
and tested by the States in the adult assistance programs.
Testing for the aid to families with dependent children pro-
gram, authorized by title IV-A of the act, and the medical
assistance programs authorized by title XIX of the act, has
not been completed by SRS. Thus, our observations in this
report pertain only to the adult programs.

DEFINITION

The SRS regulation states:

"The simplified method means an organized method
by which the agency accepts the statements of the
applicant for, or recipient of assistance, about
the facts that are within his knowledge and com-
petence *** as a basis for decisions regarding
his eligibility and extent of entitlement."

The simplified method called for use of a simplified
application form; a pretest of this form; an organizational
structure for implementing the method, including training
of staff, testing, and validating the method on a sampling
basis at the time of implementation to ensure proper
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installation; and subsequent continuing reviews of samples
of the decisions made (validation reviews).

RS guidelines stated that the simplified method could
not be effective in a State that required either a mandatory
interview or a routine verification of information in all or
a substantial number of cases. The guidelines stipulated
that most applicants and recipients were capable of furnish-
ing the necessary information and, therefore, the State
should consider them as the chief source of information and
should not verify the information. The simplified method
was not to apply to eligibility factors for which policy re-
quired procedures beyond the applicant's statement, such as
1) a medical examination to determine the extent of blind-

ness# (2) a medical and social determinatio, as to permanent
and total disability, and (3) a determination of whether
training or employment had been refused for good cause.

TET EIOD An) WCATIONS

States were to begin testing the simplified method for
the adult categories no later than July 1, 1969. The test
was to cover both new applicants and persons on the rolls
for whom determinations of eligibility were due. (Redeter-
ainations are made at least Annually for adult programs.)
Prior to July 1, 1969, States were to develop and pretest a
simplified application form. The test for the adult pro-
grms was to cover the determinations of eligibility made
during July and August 1969, and the results of the testing
in each State were to be reported to SS by October 1, 1969.
Those States which had previously administratively adopted
a simplified method were instructed to reexamine their ex-
isting systems for compliance with SS regulations.

0enerally, States were permitted to select the locations
in which to carry out the test. It was required that at
least one urban area in each State be selected. Locations
selected were to be representative of the statewide case-
load in terms of assistance categories, availability of staff,
ethnic makeup of clients, areas of special needs, or other
program peculiarities.
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SRS instructed the States to pretest their simplified
application form. The purpose of pretesting was to discover
and correct ambiguous larquage, ensure that the information
requested was relevant, and show whether persons understood
what information was being sought and why it was needed.
States were instructed to pretest the form by using the
traditional method for determining eligibility, including
interviews and verification of each item of information fur-
nished. SS believed that this would reveal any problems in
the use of the simplified form and would allow necessary
changes to be made before the start of the test.

The SRS guidelines required that the simplified appli-
cation form be reviewed and approved by SRS regional office
personnel prior to the pretest. After initial-4'proval, any
significant revisions or supplements to the form were also
to be approved by SRS regional office personnel.

PRUDERT- PSON CNCEPT

The States were to use the information provided by the
individual and recorded on the-simplified form in determin-
ing eligibility and extent of entitlement. If questions
arose concerning the information on the form, the individual
was to be given the opportunity to furnish additional or
clarifying information. If the person was unable to provide
such information, the State agency was to obtain permission
from the applicant to-seek the information from other
sources,

- -- The States were instructed to establish criteria for
unusual cases; that is, instances of inconsistencies or gaps
in the information presented which could not be resolved by
the applicant and which, to a prudent person, suggested the
need for further explanation or verification. The SRS guide-
lines specified that there must be a particular reason for
seeking additional information; that is, a specific factor of
eligibility for a specific case must be in question and not
a factor applicable to a sample of cases or all cases from a
particular test location.

8
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States were to establish a validation review system to
measure the correctness of decisions made through use of the
simplified method. The system encompassed the use of a full
field review (traditional method) of samples of local agency
decisions and was to determine the reliability of the method
in producing decisions of eligibility and the extent of en-
titlement. SRS designed a sampling plan for the States to
follow in carrying out their validation reviews. This sam-
pling plan was designed to review relatively few cases while
producing statistically valid information in the test loca-
tion. Under this plan, States were required to review a des-
ignated number of sample lots, each including 150 sample
cases; the number of sample lots was dependent upon the
total caseload in the State. The sampling plan was designed
to determine whether the simplified method operated within
a predetermined tolerance level of 3-percent incorrect eli-
gibility decisions in the selected test locations.

After each case was reviewed, the reviewer was to de-
termine the correctness of the eligibility determination and
the amount of payment. When the eligibility determination
was considered to be incorrect, the causes for the incorrect
determinations were to be identified as an agency error or
an applicant error. An agency error resulted if the agency
(1) misused correct information provided by the applicant or
(2) failed to follow up on information which was incomplete,
unclear, or inconsistent. An applicant error resulted if
the applicant provided incorrect information.
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CHAPTER 3

RESULTS OF TESTING SIMPLIFIED

METHOD OF ELIGIBILITY DETERMINATION

AS REPORTED BY SRS

Pursuant to guidelines issued by SRS, States imple-
mented and tested the simplified method for determining
eligibility. SRS regional office personnel were primarily
responsible for evaluating and reporting on the States' ac-
tivities relating to the test. The regional offices pre-
pared reports for each State, describing the results of the
testing and presenting the statistical data which had been
gathered. The information from the States and the regional
offices was forwarded to the SRS central office in Washing-
ton, D.C., where it was tabulated and analyzed.

On January, 2, 1970, an SRS report entitled "A Report
of Findings on Testing the Simplified Method in the Adult
Categories . 1969" was forwarded to the SecretaTy, HEW, for
his review. This report summarized the findings of the
tests in the States and presented data .relatinfi to eligi-
bility, correctness of payments, and problems encountered
during the test period.

The report concluded that the use of siriplified forms
enabled applicants and recipients to provide sufficient in-
formation upon which accurate determinationaj of eligibility
and extent of entitlement could be based and that these
determinations could be made and assistance provided quicker
and with less paper work than under the traditional method.
The report also stated that, by using staff trained espe-
cially for determining eligibility and extent of entitle-
ment, the simplified method could free social Work staff
for service programs. The report noted that, as a result,
the simplified method could be more economical than the
traditional method and still provide a basis for valid de-
terminations of eligibility and extent of entitlement.

- The report Li)cluded a recommendation that the Secre-
tary require the use of the simplified method on a
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permanent basis for the adult-public assistance programs.
According to SRS, analysis of the test results supported
the conclusion that the simplified method is superior to
the traditional method and the national test supports ear-
lier results of testing in some individual States.

Of the 54 States and jurisdictions that have public
assistance programs, all but three participated in the test.
Of the 51 States and jurisdictions that participated, five
had not completed testing at the time the report was is-
sued and seven had sample sizes deemed too small by SRS for
drawing statistically reliable inferences. Therefore, the
SRS report was based on the results of tests in 88 test lo-
cations, or sample lots in 39 States and jurisdictions.
The report stated that the findings were statistically sup-
ported for the test locations sampled and that these test
locations were representative-of the entire State or Juris-
diction.

The report to the Secretary stated that, of the 88
sample lots, the predetermined 3-percent level of incorrect
eligibility decisions had been exceeded in 11 lots in seven
States. For the 11 lots in which the tolerance level was
exceeded, 115 cases were determined to be ineligible. For
these 115 cases, there were 153 errors--102 were agency er-
rors and 51 were applicant errors. Many of these errors
were made in computing income or evaluating other resources.

In the report SRS explained that, since the underlying
premise in the simplified method was reliance on the appli-
cants' statements without routine verification, it was im-
portent to note that, in only one of the 11 sample lots,
was the 3-percent tolerance level exceeded because of the
applicants' giving incorrect information. In sumnary, the
report stated that the testing had demonstrated that appli-
cants could be relied upon to provide accurate information
for the purpose of determining eligibility for assistance.

A tolerance level was not established for the test re-
lating to the number of incorrect payments in a given sample
lot. Although the SRS report contained information on in-
correct payments, they were not discussed on a sample-lot
basis. The report stated that overpayments were involved
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in 1,873 cases, or 14.8 percent of the 12,723 sample cases
reviewed. The average overpayment was $11.14 per month.
inderpayments were reported for 1,118 cases, or 8.8 percent
of the cases reviewed. The av r-g underpayment was $7.79
per month.

The report stated that, of the 51 States and jurisdic-
tions which tested the simplified method, 43 continued us-
ing it in at least the test locations of the State after
the test period. As of April 30, 1970, 20 States had ex-
tended the use of the simplified method statewide for all
adult programs.

On May 28, 1970, theSecretary mandated the use of the
simplified method for determining eligibility beginning
July 1, 1970, for the adult public assistance programs.
Its use is to be gradually extended so that it is in effect
nationwide no later than July 1, 1971. At the same time
the Secretary directed the States to develop a plan to be
carried out over a period ending July 1, 1973, which would
result in (1) further simplification of eligibility and
procedural requirements, (2) further simplification of
forms, (3) modernization of the payment mechanism, and
(4) appropriate training and utilization of staff.

- The Secretary's mandate was based in large part on the
SRS report on the results of the national testing of the
simplified method.

12
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HAER 4

GAO OBSERVATIONS OF THE TEST OF THE

SIMPLIFIED METHOD IN THE ADULT PROGRAMS

In its January 1970 report to the Secretary, SRS
pointed out that the States had encountered problems in
testing the simplified method for the adult public assis-
tance programs. Most of these problems related to States'
adherence to the test guidelines. Although SRS mentioned
these problems in its report, SRS expressed the opinion
that the test methodology and findings had not be,n ad-
versely affected.

During our observation of the testing, we became aware
that the States were experiencing problems in adhering to
the SRS guidelines. We found that many States did not com-
ply with all the provisions of SRS Program Regulation 10-3
so that, in effect, many variations of the simplified
method were tested rather than the method intended by SRS.
By variations of the simplified method, we mean that cer-
tain key provisions specified by SRS were not followed.

According to an SRS official, two reasons that the
States did not-adhere to the SRS provisions were: (1) some
States which had established a form of the simplified
method prior to the national test found it difficult or im-
practical to change from the method in force for the short
time allowed for testing and (2) several States questioned
the validity of eligibility determinations bated on the
simplified method.

SRS regional office officials visited States and juris-
dictions to observe the testing of the simplified method
and prepare reports describing the test practices of the
States. We noted that these reports were limited to a de-
scription of the States' practices ii, testing the simplified
method and that, generally, attempts were not made to change
those practices that were not consistent with the guide-
lines established by SRS. It appears that the States were
permitted wide latitude-in carrying out their tests so that*
the testing could be completed by October 1, 1969.
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We observed a number of problems in the implementation
of the simplified method by the States in selected locations
and in HEW's conduct of the test of the method. A test
conducted without the problems which we noted might have
shown that the simplified method could operate nationwide
in an efficiht and effective manner. Nevertheless, the
problems noted suggest that HEW needs to closely monitor the
nationwide implementation of the simplified method.

State implementation problems consisted of

--limited pretesting of the simplified form (see p. 15),

--the need to use collateral sources of information in
determining eligibility (see pp. 15 to 16), and

--prescreening of applicants, thus not allowing all to

make application for assistance (see p. 17).

Problems noted in HEW's conduct of the test were

-- inclusion in the sample lots tested of a significant
number of cases which had previously been subjected
to a traditional method of eligibility determination
(see pp. 17 to 18),

--discretionary choice of 3 percent as the tolerance
level of ineligibility (see pp. 19 to 20),

-- sampling plan insufficient to ensure the desired
reliability of results (see pp. 21 to 22), and

--absence of the benefit-cost analysis to demonstrate
savings (see pp. 22 to 23).

HEW officials advised us that most of the problems
noted above were the result of the short time frame within
which to plan, conduct, and report on the test.

The details of our observations follow.
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LIMITED PRETESTING OF SIMPLIFIED FO(M

SRS instructed the States to pretest the simplified
application form before testing the simplified method so
the form could be revised and supplemented as necessary, to
eliminate problem areas. SRS provided a model form to the
States to give them an idea of how the form could be de-
signed. HEW officials advised us, however, that variations
in State laws and regulations governing the assistance pro-
gram made it impracticable for them to prescribe use of a
specific format.

According to the SRS January 1970 report, most States
carried out some pretest activities but few States pre-
tested to the extent set forth in the SRS regulations and
no State was able to design a truly simplified form.

When the actual testing of the simplified method be-
gan, many States found their simplified forms to be inade-
quate. They had to either alter their forms while the
testing was in progress or continue to use the inadequate
forms. It appears that, because sufficient time had not
been allowed to adequately pretest the simplified form,
some were not suitable. Many applicants were unable to
complete the forms because of misunderstanding and confusion.
Routine interviews between welfare agency workers and ap-
plicants became cow on because it was not feasible to deter-
mine eligibility solely on the basis of information fur-
nished on the form.

USE OF COLLAMAL SoUsCES OF IOMkATI0N
TO PEjM M ELIGIBILIY

SRS guidelines stated that the simplified method would
not be considered effective if the State routinely inter-
viewed applicants or independently verified data furnished
by the applicant. We noted, however, that in many States
workers found they had to obtain information by other means
before a determination of eligibility could be made. These
other means included routine interviews, home visits, com-
pletion of supplementary forms, or, in a case of redetermi-
nation of eligibility, reference to the recipient's case
record. SRS acknowledged in its January 1970 report that
many States required routine interviews.

Is
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For example, local welfare officials in Baltimore,
Hiryland, informed us that, even though the simplified
method was used, it was required that each new applicant
for assistance be interviewed at the time of application;
this requirement did not apply to redeterminations of eli-
gibility. These officials explained that they believed it
was necessary to check the applicants' answers provided on
the form to make certain that the questions had been inter-
preted correctly and answered completely.

In New York City we observed that, before determina-
tions of eligibility were made, documentation verifying cer-
tain information for new applicants was obtained. The
verified information related to amounts of (1) income
earned, (2) pensions received, (3) face value and premiums
of insurance policies, and (4) property owned. An SRS of-
ficial who made an onsite visit to New York City concluded
that such routine verification largely defeated the purpose
of the simplified method.

It appears that the use of routine interviews and veri-
fication checks was the result, to a certain extent, of
SRS's failure to provide definitive guidance to the States
relative to the prudent-person concept. (See p. 8.) SRS
regulation 10-3 provided that:

"When under the simplified method statements of
the applicant or recipient are incomplete, unclear,
or inconsistent, or where other circumstances in
the particular case indicate to a prudent person
that further inquiry should be made, and the indi-
vidual cannot clarify the situation, the State
agency will be required to obtain additional sub-
stantiation or verification."

Such general guidance allowed the States considerable dis-
cretion in developing more specific criteria concerning the
circumstances which would indicate, in a particular case,
that additional verification-was necessary before a deter-
mination of eligibility could be made. Interviews or veri-
fication practices were a routine part of the systems
adopted in Baltimore and New York City.

I
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MPRSCG NING APPLICANTS BEFORE THEY
WE MLM TO APPLY FOR ASS ISTANCE -

Under the simplified method for determining eligi-
bility, applicants for public assistance were not to be
routinely interviewed. Discussions were allowed to assist
the applicant to complete the form and to discuss social
service needs after the applicant had completed an applica-
tion form. We were informed that in no case was a person
to be interviewed prior to applying for assistance.

In New York City we were informed that, in a number of
the welfare centers, applicants were being interviewed be-
fore being afforded the opportunity to apply for assistance.
New York City Department of Social Services officials
stated that- as a result of these prescreening interviews,
many persons had not applied for assistance because the in-
terviewer had decided that the person was not eligible.
These officials stated that they did not know the extent of
this practice because records were not maintained for those
prescreened. We were not able to ascertain the extent to
which this practice might have been followed in other States
and cities which participated in the test of the simplified
method.

This practice of prescreening could have adversely af-
fected the conclusions based on the test results of the
simplified method in New York City because-there was no as-
surance that the individuals denied assistance in this man-
ner would have been found ineligible had they been permit-
ted to apply for assistance in accordance with SRS regula-
tions; that is, by making formal application on the simpli-
fied form. Therefore, such cases could not become part of
the total case load universe from which the sample cases
were chosen for validation purposes and, to the extent
omitted from the universe, introduced a bias into the sam-
ple lots.

iWLfZ LOT :DAMDED CASES PREVIOUSLY
SUM=1rED. THE TRADITIONAL MEOD
OF DETERMINING ELIGIBILITy

SRS regulation 10-3 provided that the test of the
simplified method would include both new applicants for

17
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assistance and persons on the rolls whose eligibility had
been determined under the traditional method. In select-
ing the sample lot cases, the States were instructed to
consider the entire case load of adult public assistance
cases. There was no requirement that States select a mini-

number of new cases or redetermination cases for the
test.

We noted that, of the total cases reviewed during the
test, about 17 percent were new applications and about
83 percent were redeterminations of eligibility. Few States
gathered data to show whether a sample case found to be
ineligible was a new application or a redetermination case.

We believe that the characteristics of redetermination
cases might differ from the new application cases included
in this test because the original decision of eligibility
and any previous redeterminations would have been carried
out tinder the traditional method--not the simplified method.
-Also, the life situation of individuals included in the
adult categoiries-,,the aged, the blind, and the disabled--
would probably not change significantly from one year to
the next.

Accordingly, it would have been beneficial to SRS if
ineligible cases had been identified as being new applica-
tions or redeterminations. This information would have
helped to provide additional insight into the operation of
the simplified method, would have identified in which
groups of cases incorrect decisions occurred, and would
have allowed corrective action to be initiated promptly.

1i the future the simplified method will be used to
make initial eligibility determinations and redeternina-
tions. Since 83 percent of the test cases were redetermi-
nations which had been subject to prior review under the
traditional method, it is possible that the test findings
are not indicative of the manner in which the simplified
method will operate once most redeterminations are of cases
which were initially accepted under the simplified method.

os
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TOLERANCE LVEL OF INELIGIBILITY

HEW established that a maximum level of 3-percent in-
correct eligibility decisions was acceptable for the adult
public assistance programs in each selected test location.

SRS officials advised us that the 3-percent tolerance
level was established largely on a discretionary basis.
These officials stated that it was necessary for monitoring
purposes to establish some threshold and that the 3-percent
level seemed feasible for indicating whether the simplified
method could produce acceptable results. Also, according
to these officials, under the traditional method the level
of ineligibility experienced was 3-percent and State offi-
cials indicated they could "live with" a 3-percent ineligi-
bility factor under the simplified method.

The Secretary's mandate for use of the simplified
method also establishes a 3-percent tolerance level on in-
correct eligibility decisions. SRS regulations provide
that:

"When it is determined that the rate of incorrect
eligibility decisions exceeds a 3 percent tolerance
level, the State *** agency must conduct a 100 per-
cent verification of those specific factors of
eligibility identified as causing the unacceptable
incorrect decision rate. This more intensive in-
vestigation on specific factors of eligibility
will be continued until the Federal agency and
the State assess the situation and work out a solu-
tion."

We believe that SRS should reevaluate the 3-percent
tolerance level on the basis of experience gained in the
early months of implementation of the validation system for
decisions made under the simplified method. In our opin-
ion the 3-percent ineligibility level may be too high con-
sidering that the adult programs (aged, blind, or disabled
persons) are much less susceptible to changes in/eligi-
bility status than-the-program for aid to families with de-
pendent cl.ildren, (for which a 3-percent tolerance level ,
also applies). On the other hand, the 3-percent level may
be too low when considering that, under the traditional

19
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method, the statistical data provided through the valida-
tion system was not designed to measure the rate of inci-
gibility but the effectiveness of the local casevorkern'
actions leading up to the determination of the applicant's
eligibility.
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ST A IICAL SEALING DESIGN
IU MATIO MD =ERPREATION

The SRS acceptance-sampling plan for testing the sim-
plified method was designed on the assumption that ineligi-
bility rates would not exceed 3 percent. Using a sample
size of 150 cases per lot and an acceptance number of 8 in-
correct eligibility cases, the plan provides for 96-percent
probability of accepting sampled lots having ineligibility
rates of 3 percent. According to the SRS report of Janu.ry
1970, 11 of the 88 lots sampled were unacceptable because
they contained more than 8 incorrect eligibility cases,

The SRS plan also provided a high risk (probability)
of accepting lots whose ineligibility rates were greater
than 3 percent. For example$ a sampled lot with an ineli-
gibility rate of 4-percent had an 85-percent probability of
being accepted; a sampled lot with a 5-percent ineligibility
rate had a 66-percent probability of being accepted; and a
sampled lot with a 6-percent ineligibility rate had a 45-
percent probability of being accepted.

The probabilities of accepting lots with ineligibility
rates from 1 to 10 percent, under the SRS acceptance-
sampling plan, are shown below.

Inel.gibility rate Probability of
of lot submitted acr,2tinja lot

1% 1001
2 100
3 96
4 85
5 66
6 45
7 27
8 14
9 7
10 3

SRS could have-selected any of a number of acceptance-
sampling plans that would have reduced the risk of accept-
ing lots whose ineligibility rates exceeded 3 percent. For
example, with a sample size of 400 and an acceptance number

21
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of 13, the probability of accpting an ineligibility rate
of 4 percent is only 27 percent; of 5 percent, only 6 per-
cent. The plan (400/13) also provides an almost certainty
of accepting ineligibility rates up to 2 percent and almost
70-percent probability of accepting ineligibility rates of
3 percent.

We believe, therefore, that the sampling plan used by
SS was not sumfficient to ensure that the simplified method
did operate within the 3-percent ineligibility limits be-
cause of the high probability that ineligibility rates ex-
ceeding 3 percent would also have been accepted.

SRS officials-advised us that, in their opinion, the
probability of the tolerance level's being exceeded because
of incorrect information furnished by the applicant--which
is basic to the use of the simplified method--was very
small since about two thirds of the errors which resulted
in the 11 lots' being unacceptable were caused by agency
errors and only one third were caused by applicant errors.
(See discussion on pp. 11 and 12.)

BAIFIT-4OST ANALYSIS OF THE SIMPLIFIED ME D

Although a benefit-cost study was not included as part
of the test, the SRS report states that studies made in
three States showed that administrative costs could be re-
duced by using the simplified method rather than the tradi-

- tional method of determining eligibility. The report sum-
marized the findings in the three States as follows:

1. In Salt Lake County, Utah, for a 6-month period
ended December 31, 1968, the cost per case for all
public assistance programs (adult and aid to fami-
lies with dependent children) was about $11.50,
compared with $17.70 under the traditional method.

2. For the State of Maine during fiscal year 1968, the
cost per case for all public assistance programs
approximated $6.30, compared with $22.50 under the
traditional method.

22
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3. In Indiana County, Pennsylvania, for the quarter
ended September 1968, the cost per case for all
public assistance programs was about $34.50, corn-,
pared with $48.80 under the traditional method.

The SRS report stated that the-cost reductions were pri-
marily attributable to a reduction in the amount of staff
time involved in eligibility determinations. Also, accord-
ing to the SRS report, the number and complexity of State
eligibility requirements and the extent of verification are
responsible for the differences in the per case cost fig-
ures in each State.

The studies in these States were conducted at least
6 months before the simplified method prescribed by SRS reg-
ulation 10-3 was tested. Therefore, we believe that these
studies analyzed three forms of the simplified method which
were different from the method prescribed by SRS. Further,
although these studies indicated that administrative costs
could be reduced by use of the simplified method, the re-
port did not show whether the ineligibility rate under the
simplified method was more than, less than, or the same as
the ineligibility rate under the traditional method. This
comparison seems important because any reduction in adminis-
trative costs resulting from use of the simplified method
could be nullified if the ineligibility rate under the sim-
plified method is higher than the ineligil'lity rate under
the traditional method.
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CHAPTER 5

CONCLUSIONS AND INDICATED NEED FOR ACTION

BY THE SECRETARY OF HEW

The mandating of the simplified method of determining
eligibility in the adult public assistance programs on a
nationwide basis was based in large part on the results of
the test of the simplified method. We believe, that the
problems associated with the SRS test were, collectively,
sufficient for questioning certain of the data from which
the report conclusions were drawn. The problems we observed
should not be construed as meaning that we are opposed to
use of the method. We believe, however, that there is a
need for the Secretary of HEW to take steps to help ensure
that the States implement the simplified method in the man-
ner prescribed by HEW now that the method has been mandated
on a nationwide basis. In this connection, we note that the
Secretary has directed the States to develop a plan to sim-
plify and improve the simplified method over a period end-
ing July 1, 1973.

HEW conclusions concerning the validity of eligibility
decisions and administrative cost reductions were generally
not based on experience from using the simplified method
prescribed by HEW. Prescreening, obtaining collateral in-
formation, and conducting investigations at the time of ap-
plication were specifically prohibited under the simplified
method prescribed by HEW. Although the inadequacies of the
simplified application forms contributed to the need for
additional information-gathering techniques for decision-
making, we believe that the broad prudent-person concept
and the reluctance of State agencies to accept the infor-
mation furnished by applicants have impeded implementation
of the HEW-prescrlbed method.

Accordingly, to assist the States in implementing the
simplified method as prescribed, we believe that the Secre-
tary naeds to provide the States with specific guidelines as
to when, and the manner in which, inconsistent statements
made by applicants at the time of application should be ver-
ified by information obtained from collateral sources.
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The simplified application form is essential to the
functioning of the simplified method, and it must therefore
be designed to ensure that eligibility decisions can be
based on the information furnished by the applicant. Unless
the simplified application forms designed by the States pro-
vide the type of information upon which proper determina-
tions of eligibility can be made, the simplified method as
prescribed by HEW--that is, no routine interviews and rou-
tine verification of information--will not be effective.

Accordingly, the Secretary needs to provide for an
examination of the simplified application forms adopted by
the States and, where the forms are found to be inadequate,
provide assistance to the States in designing and implement-
ing a simplified form.

We believe further that, since the 3-percent tolerance
level for ineligibility was not based upon experience with
the simplified method, the Secretary should reevaluate this
level--through continued validating procedures--considering
the experience gained when the simplifed method becomes
operational in a representative number of States.
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21AER 6

SCOE OF MEIE

Our observations of the implementation and testing of
the simplified method in the adult public assistance pro-
grams by SRS and the States were made primarily at the cen-
tral office of HEW in Washington, D.C. We reviewed the
test design, the reports submitted by the State welfare
agencies and SRS regional offices concerning the manner in
which the testing was carried out, and the results of the
testing. We analyzed certain data that had been prepared
by the SRS staff which summarized the reports submitted by
the State welfare agencies, and we discussed our observa-
tions with SRS officials.

In addition we accompanied SRS review teams on visits
to New York City and Baltimore, Maryland, to observe and
discuss the means used by the States in implementing and
testing the simplified method.

We also analyzed the SRS report of January 1970, which
summarized the experiences and findings of the States in
carrying out the testing of the simplified method, and com-
pared the information included in the report with the in-
formation we developed during our observations of the test-
ing.
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IVEMOIGATING ELIGIBILY

Senator HAN8EN. Let me observe this. The changes that you propose
to incorporate in the system in order better to determine who has
received what as you disjtense the benefits that go with welfare, really
has the same applicability when we discuss persons on welfare as
when we discuss persons filing an income tax return. I am sure that I
do not need to dwell upon the incomparability of these two tests. In
the first place, when you speak about recovery of what you paid to
somebody, I doubt very much that this administration, of which I
am a part, or any other administration is going to have a very good
record to boast of in recovering money paid to welfare recipients who
were not eligible. I cannot believe that. I think that the system the
check with social security payments and Internal Revenue as you have
spoken about earlier, those things work all right but I know, as a
former Governor of Wyoming, we had people from time to time-
employers who went bankrupt-who failed to make social security
payments, arid it is a pretty tough job to go back to a bankrupt con-
tractor and try to get money out of him.

It would be an impossible job to try to go to a welfare recipient and
say to him, we overpaid you $35 in May and we want this money back.

What are you going to do I Are you going to put him in jail ? How
do you propose to get to that?

Secretary RIcHauwSON. Before Mr. Montgomery answers the ques-
tion of how it would be handled, I do want to restate one general point,
Senator. What we are really talking about now are the problems that
arise out of making payments to people who should not be getting
them because they are not really eligible or because they are not eligi-
ble 1-r that much. I hope we have made it clear that the kind of sys-
tem that we have been describing, we think, would be better able to
prevent this kind of error than the present one.

Senator HI- sr m. Well, let me say this. I have to agree with you,
Mr. Secretary, that it should not be too difficult to improve upon the
present system. I think that everybody agrees that is it capable of
being improved upon. But when we talk about changes which, though
they are well intentioned and I agree that they are and I agree that the
philosophy back of them has much that would endorse it it seems to
me that as you relax the checks that we now have, which obviously
are not, working any too well, we get into a situation that I might say
reminds me of a situation now before the American people as they
consider the wholesomeness of the meat that they have. We have some
8,600 Federal full-time meat inspectors watching the processing and
slaughtering of all of our meat products in this country. We have
about 16 inspectors who cover 50 foreign countries taking care of 1,500
foreign plants, and though their system is just like ours here, they are
admittedy only go' to get around once a year and I think that is
about what we are talking about as you speak of as you did on the
21st of July, in relaxing-I mean, making simpler these eligibility
re irements.

Itis your intention to check but I submit that the checks are going
to be after the fact. If you have to wait for social security payment
figures, if you have to wait for reports from the Internal Revenue
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Service, I should think that they are going to be far too old to have
any bearing upon whether or not John Jones this week is eligible for
some welfare payments. That is the point I am trying to make.

Secretary RICHARDSON. Will you-
Mr. MON-oorjR- ". Thank you, Mr. Secretary.
Senator, I think the concern that you are expressing is also one of

our concerns in planning the administration of the program. One of
the areas in which we must be careful is that of the so-called home
checks. The investigatory process of the present AFDC program tends
to let people believe that this in an accurate crosscheck, and that. we
have the administrative ability to determine the amount of earnings
that actually are available to the family. I would suggest that we look
at the experience of the pres~mt program and also some of the early
work in alternate methods. I prefer not to refer to the latter as a
"declaration" approach because ihat leads one to believe that there are
no built-in crosschecks. The point here is that the present system has
not been effective in determining earnings. It has been reasonably
effective in looking at family composition and some other elements.
Some States have made preliminary movement on alternate methods.
At least, one State is moving toward full statewide implementation of
the alternate kind of earnings checks that we are talking about on a
national basis. I would suggest that this experience and the judgment
of those of us who have been working in the welfare field is that when
you come to grips with the matter of earnings, which is the most
severe problem in terms of either overpayments or ineligibility, the
system that the Secretary is referring to is far more effective than the
present home investigative method.

Senator HANSEN. NOW, I am not arguing with that point, but I am
saying that as you relax the eligibility requirements, it seems to me
that while the system, while the rati'male that inclines you to believe,
I think not without justification, that this is a better" way, falls apart
and breaks down as you contemplate, and I quote the Secretary:

Crosscheeks of earnings data and sampling of recipients' reports as protection
for the system.

So, while you have got a great concept in order better to evaluate
and to take into account all of the elements that should be considered
in determining eligibility, I say simply by the Secretary's own state-
ment, it seems to me, that it implies to me he is talking about samPlings
of welfare recipients' reports and crosschecking of earnings and these
are going to be after the fact, so that the person who comes down today
and says I am eligible, gets his welfare check, you may find out some
several days or weeks later that he was not eligible.

I do not see anything in this language to indicate to me that you
are going to have the information that you should have when you
need it.

Mr. Moivrommrr. I think you have a good point but I would sug-
gest again that the system that we are planning will be more effective
irrespective of the other elements of the family assistance plan. This
particular system that we are talking about will be more effective in
developing the type of information that the prosecutor will need in
those cases of wilfull misreporting. I think, in essence, that this is
what you are talking about; a case where a family applies for either
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State supplement or family assistance benefits and in the process does
not report its earnings in an accurate manner.

Now, the process that is being planned for use and implementation
will provide, in my judgment and I think in the judgment of many
in the field of welfare administration who have the same concerns you
do, greater evidence on the person who has in fact designed to cheat the
system than is possible under the present technique. This is one reason
I would suggest that some States are trying, even under AFDC, to
find a better way to come to grips with this particular problem of
unreported earnings than now is feasible with a home visit of a social
worker or an eligibility worker or some other employee of the county
or State government on a face-to-face basis. IV e do recognize and
appreciate the concern that you have, and I believe that the proposed
technique of 100 percent cross-check of earnings, even though there
will be a delayed action here, combined with our intent to make clear
to each applicant the responsibilities that he has for reporting both
initially and on a continuing basis the amount of earning and changes
in family composition, will provide for greater opportunity for suc-
cessful action against those relatively small numbers of the family
assistance population who may try to'intentionally take advantage of
the system.

Senator HANSEN. I might just make one further observation. I know
as we were talking about postal reform earlier this year, the point was
made, and dropped, that while it was against Federal law to strike
against the -Government when you are a Federal employee, I do not
think anyone really seriously contemplated the possibility that the
Federal Government might move in to prosecute the strikers and
actually work toward their conviction and subsequent incarceration
in a jail, and I cannot believe that we are going to do that with wel-
fare recipients, either.

I would just suggest that if anyone is naive enough to believe that
we are going to get tough with someone on welfare in trying either to
collect money that was unfairly paid to him or that was inappropri-
ately paid to him, if we intend either to get that back or to penalize
him in some other way, the only other way I know of is that you are
not going to get your next month's payment, and if you say that, then
aren t you saying that the children in the family are going to be pe-
nalizedbecause of the lack of veracity on the part of a parent? How
do lou propose to penalize a person who falsiffes a statement without
visiting that penalty upon those who were not participants in it and
upon whom the burden will fall with greatest weight?

Secretary RICHARDSON. Senator, may I make a few comments? First
of all, you have used a word "relax" or words to that effect in referring
to the determination of eligibility. As I think Mr. Montgomery has
made clear, the plan under which we are proceeding would not relax
anything. It would simplify it. But it would also make it more efficient
than the existing system in identifying error and thus making it pos-
sible, where the error is willful fraud, to prosecute the violator.

Any such system, of course, has to rely to a considerable extent on
the deterrence of violations. I used to be U.S. attorney in Massachu-
se9tts, prosecuting violations of the tax laws. I was prosecutor, inci-
dentally, of one Bernard Goldfine, and I think to a much greater ex-
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tent than most taxpayers realize, the integrity of the system depends
upon the awareness that a certain number of returns are checked. A
certain number of people will be prosecuted, but any program has to
rely very largely oik the decency and patriotism and sense of citizen-
ship of most taxpayers.

The welfare plan we are proposing will provide a much more ade-
quate system of turning up violations thtm we have under the income
tax system. Additionally, there is provisdeon for handling the matter
of overpayments and underpayments. The applicable provisions of the
bill on page 156 of the committee print--

Senator HANSEN. Mr. Secretary, if I maiy interrupt just a moment,
let me ask you if you contemplate an exercise that will be more detailed
and more exacting than that characterized in the Internal Revenue
Service? Do you anticipate the time may come when there may be more
administrators in welfare than there will be recipients?

Secretary RICHARDSON. No, Senator. As a matter of fact, what we
are talking about here would not be possible without computer tech-
nology. It could not be done manually because you simply could not
store and transmit the information. 8o far as the administration of
money payments is concerned, we would expect to end up with a smaller
number of people or a smaller number of man-years devoted to this
alone than the total welfare system now employs.

I cannot say what this will mean in terms of social workers provid-
ing services, but I think it is quite clear that notwithstanding the
addition of families under the plan, that it would end tip with a pro-
portionally lower number of people handling payments than we have
now.

)oJZCTMNS UAsU ON ASSUMPION ALL ELIGBLE APPLY FOR BINFrrS

Senator HANsE. Let me make one further point, Mr. Secretary, and
I just raise it in order that you might understand some of the concerns
that I have.

It is my understanding that you b.se your projections on the as-
sumption that all persons eligible will receive welfare. I am talking
now about the welfare load as we contemplate the application of this
proposal which a great many people hope will become law and in try-
ing to get some measure of the persons on welfare, its total cost and so
forth, it is my understanding that as you contemplate the application
of this proposal, you have said that there are persons presently eligible
for welfare not on the rolls, and when you look ahead to say that by
1971 or 1972 we will have 24 plus million people on welfare, maybe
28 million by 1976, you are saying this would be the case if all eligible
persons were to become part of the program. Am I right about thatI

Secretary RICHARDSON. Yes.
Senator HANSFN. All right. Then, I do not get the feeling that this

is the information contained in the material you submitted in the green
committee print. As was pointed out yesterday, the tables on pages 24
and 35 show recipients rather than persons eligible, but beyond that,
only the number of persons receiving family assistance benefits seem
to be based on the assumption that all persons eligible will receive
benefits.

If you look at the footnote to table 4(a) on page 24 of the green
committee print, you see that it says:



685

Except for payments to families under the family assistance plan, the projec-
tions assume a continuation of recent trends.

Now, to me this means that your estimate of persons receiving State
supplementation is based on current trends rather than on an assump-
tion that all persons eligible will receive benefits. Would you care to
comment on that?

Secretary RICHARDSON. Well, of course, we really have a large in-
clusive figure which includes all families who would become eligible
for any family assistance plan payments. The numbers of families on
AFDC now are what you might call a lesser included figure because
they would, with almost negligible exception, automatically be in-
cluded under the proposed new plan.

Now, these are cost figures and we are saying, in effect, that in cal-
culating costs for the total program, you have to calculate the Federal
share of the State supplement of 30 percent. So, in order to calculate
that cost, there is a projection of AFDC trends. Bu! the gross figure
for all families covered is derived by the methodology described in the
text. That is within the family assistance plan overall figure, the
number of families receiving 'tate supplements, in effect, AFDC
families, is derived from the projections of the current AFDC trends.
But this would not affect the gross number.

Senator HANSE-N. I will be interested in reviewing the record later
on to see if I understand precisely what you mean, Mr. Secretary.

FURN=IM FOR WASMNGTON W" W ZMCIPENrS

There was an article in Tuesday's Washington Post announcing
that Mayor Walter Washington, under pressure from the National
Welfare Rights Organization, obtained pledges of $200,000 yesterday
from several sources to help the city buy furniture for Washington
welfare families. This is the organization, as I know you will recall,
that threw rocks aid destroyed property at the District of Columbia
welfare headquarters. The newspaper article goes on to say that it is
expected that your department will contribute $100,000 toward the
purchase of furniture for these welfare recipients.

Does this mean that you are according to Washington welfare
recipients a special consideration not available elsewhere in the
countryI

Secretary RICHARDSON. I am not sure to what extent, Senator, wheth-
er in other States and localities furniture or installment plan pay-
ments for furniture is considered a part of the family budget. I am
sure that in some areas it is included. In any case, the question of what
is included in the family budget and whether or not it includes furni-
ture in addition to food and so on, is determined by State standards
of need, and State determinations of family budgets. Under the exist-
ing system, as you know, the Federal obligation is open ended. The
State determines what the family gets and the Federal obligation, as
an automatic consequence, is a percentage of this. I am not really sure
whether this allowance is new, and I cannot tell you at the moment
out of what pocket this $100,000 is coming.

Senator Wumx MS. Would the Senator yield for a question?
Senator HAxszN. Yes, I will be happy to.
Senator WIILAxs. Is this the same organization that took over the

office of the Secretary of HEW recently?
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Senator tAN.-sEN. I think the Secretary is more competent to answer
that than I. Do you know, Mr. Secretary

Secretary RICHIARDSON. Yes, it is.
Senator WILLAAMS. Is it the same organization that received a $438,-

000 grant from Labor and a $38,000 grant from IIEW? Approximate
figures.

Secretary RiciIARDSON. It was an affiliated corporation, not the
organization itself, that received the grant. That project, whatever
it was, has been completed. They are not getting any funds currently.

Senator HANSEN. I was just going to say, yesterday the Washing-
ton Post carried a story about the $200,000 in furniture grants, an-
nouncing that-

City officials tentatively plan to limit the special furniture aid to families who
turned in NWRO, National Welfare Rights Organization, furniture request
forms between June I and July 24. That stipulation would, in effect, limit the
aid to organized welfare rights constituents who turned in the forms last month
in a series of NWRO demonstrations demanding furniture.

Mr. Secretary, I understand HEW is supposed to put up one-half
of the funds. That would be $100,000. How do you justify limiting the
expenditure of U.S. funds to members of the one organization rather
than the public at large?

Secretary RICuAmsoN. I would agree on the face of it, Senator,
that if any AFDC recipients are to get the benefits for coverage of
furniture they all should get it. The only possible explanation may
be that this is simply a way of identifying the families who seek this
form of assistance and they have treated this as an application form.

Senator HANSEN. Does this mean that in the future, the way to
receive welfare aid paid for partly with U.S. funds is to obtain forms
available only through private groups

•Secretary RICHARDSON. I certainly do not think that is a good way
of running the system. I cannot really comment, because I do not
have enough information about the factors that led to the decision
to do this in the District of Columbia. But I certainly do think, and
this is one of the reasons why we are advocating the legislation before
you now, that we need a much more uniform and consistent set of
criteria for eligibility. I also think that we need to get, away from
the kind of system that calculates an amount payable to a family by
items such as furniture. We are trying to move in the direction o)f
determining, a cash benefit related to family income and earnings
and not getinto this kind of thing.

I thi that the District of Columbia situation is an illustration of
the degree to which the system lends itself to exploitation by groups
such as the NWRO.

Senator HA8sE-. You are not implying, are you, Mr. Secretary,
that there is anything in the present law which would recognize the
exclusive right of an organization such as the National Welfare Rights
Organization, to speak for welfare recipients? I mean, are you saying
that we must change the law in order to prevent this sort of thing from
happening?

kSecretary RICHARDSO-N. I am sure there is nothing in the law that
can qualify them as an official spokesman in the sense that a labor
union can be a collective-bargaining agent if it is so qualified under the
Labor-Management Relations Act. They are, in a sense, self-consti-
tuted spokesmen. The recipients or potential recipients they speak for
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are in some cases people who want to have them speak for them and in
some cases they probably have not said anything about it.

In any case, I take it that what has happened here is that the NWRO
took it upon itself to seek out families who would sign a piece of paper
saying they wanted help in buying furniture, then turned these in to
the welfare system. The welfare system, then, while not acting on thes6
piecs of paper as an official application, nevertheless then used them
to determine what families soug lit this benefit.

Senator WUJAMS. Would the Senator yield?
Senator Hsrx. Yes.
Senator WLLAMS. Do they have dues which, in effect, means that

anybody that wished to apply would have to pay the dues to the orga-
nization in order to submit their application? In other words, buy
their membership first?

Secretary RIcHmwso-.N. It is a dues-paying membership organiza-
tion.

Senator WILLLtMS. And they could only get their application sub-
mitted through the organization by paying the dues and becoming a
member of it first. Then they can get it approved by HEW, do I under-
stand, by being a member of the organization ? Is that not a dangerous
precedent to establish by administrative action?

Secretary RICHARDSON. I am not sure that I understand what the
administrative action by HEW that you are referring to might mean.

Senator WILLIAMS. Perhaps I misundcstLood. I understood your
answer to the first. question was that thes.- would be recognized based
on applications that were filed by this organization on behalf of their
membership. If the membership can only-if a citizen or welfare
recipient can only become a member by paying these dues and only get
the application by being a member, it means t iat they have to pay out
to this organization their membership dues in order to get the appli-
cation and they must need that in order to get it approved. That is
just-

Secretary RicHAwsoN.. I did not mean to suggest that I thought
the-

Senator WIUAMS. Perhaps I misunderstood.
Secretary RICHARDSO.N. I did not mean to suggest that I thought the

piece of paper had any official standing. But take a simpler situation.
A National Welfare Rights Organization worker goes around a neigh-
borhood inquiring into whether families are on AFDC or not. They
talk to the mother and find out something about the family's status and
they say to her:

You are eligible for AFDC and you are not on t-he rlUl Come with me and I
will take you down to the welfare office.

Now, in that situation the mother applies and she is interviewed by
the welfare caseworker and the usual processes of determining eligi-
bility follow and it turns out that she is eligible and she is put on
the rolls. Undoubtedly welfare rolls have increased in Washington and
elsewhere as a result, in part, of this kind of activity.

In the case of these 1,100 applications, there may have been some
dues-paying member. I am told that they do not have as many as
1,100 dues-paying members in Washington, D.C. Wtat they are really
doing is rounding up people to show them what they mn do for them
by submitting these applications for furniture coverage. Dot &ter-
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mination of whether they are eligible, and so on, still has to be and
is a responsibility of the Washington, I).C., welfare system.

Senator HANSEN. Well, if I may, Mr. Secretary, let me reed once
more the story in the Post.

City officials tentatively plan to limit the special furniture aid to families who
turned in National Welfare Rights Organistion furniture requests between
June l and July 24.

It would seem to me that this is a deoisiori that has been made by city
officials and obviously you cannot make the decision for city officials,
but I ask you, do you consider it appropriate to recognize only those
request forms that were supplied by the NWRO to its members in
participating with the District government in making grants for fur-
niture allotmentsI

Secretary RICHARDSON. Well, Senator, it may well be true that they
are starting out with these payments to the families they know about,
who are the families who submitted the forms. I find it hard to believe
that it would be contemplated in the future that subsequently apply-
ing families would be excluded. In fact, I do not believe it would be
legal or constitutional for them to do so.

Senator HANS N. I would agree with you and I will be very much
interested in seeing what the response of HEW is to the action that has
been taken by the city.

I might add, parenthetically, that I think a lot of people will be
quite disturbed if the Federal Government were to condone a decision
which seems patently discriminatory and arbitrary if there are other
persons equally destitute, equally in need of funiture, to be denied
the same treatment that their neighbors would receive simply on the
basis of whether they were a member of the WRO or whether they
were not.

Secretary RiCHARDSON. With all due respect to the Washington
Post, Senator, if I had to choose between the hypothesis that the city
has taken that kind of discriminatory action or that the Post is in
error, I would choose the second explanation. [Laughter.]

But I will look into it. I will be glad to report back.*
Senator HANSEN. I will not ask you what you mean, Mr. Secretary.

I think I may have inferred what you were implying.

DFSRTNG FATHERS

Mr. Secretary, in an article entitled, "The Crisis in Welfare", that
appeared in the magazine, "The Public Interest" 2 years ago, Daniel
P. Moynihan writes about our welfare system today. In this article
he states that a number of things would be necessary in a total effort
to put an end to mass welfare dependency. One of the things he men-
tions is income supplements such as is contained in the bill before us
but he also cites as necessary "a sharp curtailment of the freedom now
by and large enjoyed by low-income groups to produce children they
cannot support and in the case of family heads to abandon women
and children they are no longer willing to live with."

(Reading:)
While minority group spokesmen are increasingly protesting the oppressive

features of the welfare system and liberal scholars are actively developing the

*Sec etary Richardson reported back to the Committee concerning the District of
Clumbia Welfare Department's furniture payments in his statement at the beginning
of the afternoon session of this day's bearing. The Secretary's comments begin on p. 701
of this volume.



689

concept of the constitutional rights of welfare recipients with respect to such
matters as man in the house searches, it is nonetheless the fact that the poor of
the United States today enjoy a quite unprecedented de facto freedom to abanodon
their children in the certain knowledge that society will care for them, and what
is more, in a State such as New York, to care for them by quite decent stand-
ards. Through most of history a man who deserted his family pretty much
assured that they would starve or near to it if he was not brought back, and
that he would be horsewhipped if he were. Much attention is paid the fact that
the number of able-bodied men receiving benefits under the AFDC program is so
small. In February 196, Robert 11. Mugge of the Bureau of Family Services of
HEW reported that of the 1,081,000 AFDC parents, there were about 56,000
unemployed, but employable fathers. But in addition to the 110,000 Incapacitated
fathers, there were some 900,000 mothers of whom by far the greatest number
had been divorced or deserted by their presumably able-bodied husbands.

Now, a working-class or middle-class American who chooses to leave his family
is normally required first to go through elaborate legal proceedings and there-
after to devote much of his income to supporting them. Normally speaking,
society gives him nothing. The fathers of AFDC families, however, simply dis-
appear. Only a person invincibly prejudiced on behalf of the poor would deny
that there are attractions In such freedom of movement.

How do you feel we can, to use Mr. Moynihan's words "curtail
freedom now by and large enjoyed by low-income groups to produce
children they cannot support and in the case of family heads, to aban-
don women and children they are no longer willing to live with"?

Secretary RICHARDSON. Certainly the whole set of problems that are
reflected in these statistics is too complex for any combination of
actions taken through any form of family assistance or public welfare
alone to overcome. We think that, in the light of our available knowl-
edge and resourcefulness, we have put together a combination of
things that will at least help to aneliorate the problem.

In the first place, of course, there is family planning itself and there
have been some rather striking indications of the effectiveness of thin
On the face of it, they cannot be considered conclusive. But, for exam-
ple, it is reported in the report on services to AFDC families that
I cited earlier, that this program does appear to have a significant
impact. Quoting from the report:

One of the largest States reported that the number of children born during
the mother's receipt of AFDC, the raic of newborn children per 1,000 AFDC
cases dropped from 127.1 in 1965 to 119.4 in 1969. The number of children per
AFDC family in the State decreased by 8 percent. In one of the Nation's largest
metropolitan communities, another substantial decline was reported. From a
peak of 173 births per 100,000 public assistance cases in 1964, the rate dropped
by more than one-hUrd, to 115 per 100,000 in 1969.

It points out, of course, that many factors may account for such
trends. Fut increasing knowledge and availability of community fam-
ily planning services may well be involved.

You next should add to the availability and expansion of family
planning services the kind of followup of deserting fathers which) the
chairman has raised as a very central concern of his, which is dealt
with in this legislation, primarily through devices to locate and with-
hold funds from deserting fathers. When you add these elements of
the plan, which at least move in the direction of reducing the incentive
for desertion itself. I think we are moving in the right di-votion.

I suppose that the ultimate answers really transcend anything you
can do with a Government program alone. But without prolonging

44-527 0-70-pt. 2- 20
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the answer, I would simply say that here., as in many other places in
the course of the discussion we'have had with this cmmmittee, we come
before you with answers which we think do move in the right direction.
We would like to continue to work with you toward better answers
if we can find them in the course of the committee's consideration of the
bill.

Senator HAsEN. There has been some desire on the part of some of
the county attorneys in Wyoming to retrieve deserting fathers, those
who cr,,'s State lines, to bring them back, to extradite them, and to
bring action against them in the case of family desertion. 'We have run
into some difficulties as you might suspect, from time to tin,.

What would be the attitude of your Department in trying not only
to encourage the stability of families through the economic incentives
which seem to highlight this bill but as well to take the other step, to
proceed down the second pathway of taking action against people who

desert their families and do so with wanton disregard for their
wel fare?

Secretary RICHARDSON. We would support legislation which made it
a Federal crime to cross State lines for the purpose of evading parental
responsibility. The only real problems that arise here, andI cannot
speak to these, involve the responsibility that would thereby be put
on the Justice Department and U.S. Attorney's offices.

Generally speaking, Federal law enforcement officials, I think, have
felt that this ought to be a State responsibility. This system is, in
effect, an interstate compact designed to enable the States to work
together and to trace and get money payments from fathers. From
the standpoint of our Department, to make 'this a Federal crime would
help to reduce the problem, we think, and to that extent we would be
for it.

Senator HANSEN. I have several more questions, Mr. Secretary, but
I realize I have taken more than my share of the time.

If I may, just let me conclude by asking or by stating-by making
a statement that does include several questions, but I think they are
so closely related that I am certain you will have no difficulty in com-
menting upon the thrust of these questions despite my desire to read
them all at one time.

WORK REQUTREMENT FOR MornERS

Yesterday the distinguished Senator from Oklahoma, Mr. Harris.
raised a number of questions concerning the attitude of society toward
a mother's duties to her children where a working father is present,
but what about female-headed families? Should their responsibilities
to their children, that is, being in the home, be subordinated to their
duty under the bill to enroll in a training ogram or take a job?

What about the attitudes of children ? Should there not be dem-
onstrated the continuing importance of work? I think Senator Harris
made some observations yesterday that indicated that in New Jersey
there was evidently no diminution in incentive when welfare assist-
ance was abundantly in evidence.

Secretary RICHARMMON. Well, I think, Senator-
Senator'HARMS. Could I just add, Mr. Secretary and Mr. Chair-

man, first of all, the operative word yesterday was "required" and
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I think the Secretary would agree that up to now our experience has
neen that there have been more people volunteering under the WIN
program than we could provide day care. or training or job slots for,
Mnd evidence is that the same will be true in the future without the
stigma and coercion of work, involuntary servitude in effect, which
is involved in this bill for mothers of school-age children.

Second, not only I but Secretary Rtichardson testified yesterday
that the New Jersey experiment demonstrates, just what I think we
all say, that the present. system destroys incentive and initiative. But.
if the people, have an opportunity for a decent standard of living for
the first time, deent health, decent, housing, enough to cat, clothes
for the kids so they call go to school, rather than destroy the work
ethic and individual initiative, indications are from the New Jersey
experiment and other examples that it enhances them and that people
just like all the rest of us in this room as we said yesterday, want to do
a little bett-r. That, I think, is a better paraphrasing of what. we said
yesterday than what Senat-r Hansen has just, said, though it is gener-
ally in the same direction.

Senator HANSEN. If I may, insisting on having the last word, Mr.
Secretary-

Senator HARIUS. I come after you do. When you get through--
Senator IANSE.N. I am quite well aware of that. I just wanted to

say this fo. what Senator Harris has just characterized as "involun-
tary servitude" is something that I suspect he might say would apply
to some 10 million people representing fewer than that number of
families on welfare or receiving some welfare assistance. My observa-
tion is this. W hat 10 million Americans including all children would
regard as involuntary servitude by some, I should think, is scmcthing
that the other 190 million Americans quite readily accept as a responsi-
bility that they believe is theirs to accept the duties of citizenship,
the duties of parenthood, the time-old responsibility of taking care
of one's family, and I just do not want to leave you with the responsi-
bility, Mr. Secretary, of having to respond to a characterization of
a program that I think is unfair.

I do not believe at all that to expect able-bodied people to have to
work in order to help take care ol their families is a result of the
application of the power of a despotic government upon citizens that
violate their constitutional rights or anything else.

Now, the distinguished Senator from Oklahoma has not said all of
this. [Laughter.]

This is what I am saying. I am offended that he would impIly that
if you are to receive some help from welfare and to be asked, if you
are able bodied, to do some work ut the same time that you axe pressed
into service. I do not believe that.
Senator HARRIS. Mr. Chairman, Senator Hansen decided to debate

me rather than ark Mr. Richardson a question. I would like to just
rnd.

f think the operative word in what he said is "ask." Ile said he
does not think there is anything wrong in asking people to work.
I do not, either. And I think what we are talking about here are
mothers of school-age children. I think that we are going to all go
home, as we did a year or so ago, and say to our constituents, well,
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we certainly straightened out those welfare mothers. We put them all
to work andgot them off welfare.

Wvell, that is not going to be the effect of this because first of all,
where is the work? Where are the training slots Where are the day-
care slots that will provide hell) for those who volunteer? These
things are really not provided for in the family assistance plan and I
think we ought to recognize that without going all around the country
making pious statements about how we are putting everybody to
work here and we are going to stop this welfare business.

The truth is, Mr. Chairman, as we have just said a while ago and
as Secretary Finch earlier testified, these mothers under the present
program have volunteered in more numbers than we were able to
take care of them and that is what I want the record to show. I do
not think we ought to stigmatize them by saying that somehow they
are different from the rest of us, they do not want to do better, they
do not want to have a better life for their children, they do not want
to work if the Federal Government will give them a better life for
their children, when as a matter of fact, they do. They are like the
rest of us.

Could you respond to that?
Senator HANSEN. Mr. Secretary, if I may, I believe I still have the

floor. I will be happy to yield it in a moment. 5 do not propose to de-
bate with the distinguished and articulate Senator from Oklahoma.
I am aware of his ability which has been recognized by his party and
by the people of the State of Oklahoma.

I did want to say that I asked you a question and I would hope
that in time, when the Senator from Oklahoma-my very good
friend-and I have gotten through with this, gotten through with
this colloquy, you may yet have a chance to express your opinion
upon the matter.

Let me say this, though, that I do not believe that we are talking
about trying to force people either to go to work where there are no
jobs or go hungry. That is not the situation. I do not think it is your
intention. It certainly is not mine and I doubt that it is the intention
of the Senator from Oklahoma.

Rather, I think the question is if we axe concerned about moving
people off the welfare, I believe that there is still somethinggd
to be said in the kind of example that is set in the hom. I have
known a lot of women that were heading up their families. Some were
widows. Others had been deserted by a father or perhaps they were
heading a family because of the failure of the father to be able to
work, so that with respect to his abilities, he could not make any
contribution, and indeed became dependent upon his wife for help.
And I guess I am old-fashioned but, you know I think a lot of those
youngsters who have grown up in families like that, and I know
several in Wyoming, have turned out to be pretty good citizens be-
cause they hadto taie on some responsibilities, too.

Their mothers working part time or quite a bit of the time who had
to assign children duties. I do not really believe that hurts anybody.
Ido not think that it hurts youngsters to do the sort of work they
are capable of doing, despite the fact that we have some laws on the
books in this country that harken back to a number of years ago, many
years ago when we did have child labor and there were some very
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bad abuses of very Young people having jobs. But that is no longer the
situation here and I happen to think, and I hope you share my opin-
ion, that it. would be worthwhile for all young people who are mem-
bers of families where parents, either one or both, are able bodied, to
see the daily example of their doing something and to know that we
are going to get along better in this life and in this country of ours
if we willingly assume a responsibility and make a contribution, i-
stead of being inclined to believe, as we may well do, that all we have
to do in order to get along in this country i8 to exist and that some-
body else is going to work sufficiently harder to take care not only
of themselves but of those of us who may by one reason or another
choose not to work.

I yield the floor.
Senator HARRis. Thank you.
Secretary RICuAMDSON. I think this has been a significant exchange

insofar as it identifies one of the very real problems that we have to
face in deciding the future direction of our family assistance and
income maintenance programs.

I have really two comments. One is that I agree with Senator Harris,
and I take it you would agree with him too, Senator Hansen, that
most family heads, given a chance to work for a decent wage to sup-
port their children, would seek that opportunity rather than to accept
public support. I think this is a rather basic fact which tends to be
borne outby the AFDC caseload statistics themselves.

We have had a good deal of discussion here before this committee
which has tended to create the impression that we looked at AFDC
mothers or, where they are covered, AFDC fathers, as deadbeats
who really would prefer to live off the public trough than support
themselves through their own exertions. There are undoubtedly peo-
ple like that on the rolls, but if you consider, for example, the fact
that for fiscal 1971 the closings of the AFDC caseload represented
42 percent of the total and then look at why this 42 percent or 800,000
families went off the rolls, it turns out that in 35 percent of all these
cases it was due to work or because their earnings increased to the
point where they were no longer eligible for AFDC. This was true
then of something like 280,000 families.

Of the people who came on, 53 percent was because of decreased
earnings or a loss of support. When you couple this with the indica-
tions that Senator Harris also cited of the interest of mothers in obtain-
ing training opportunities and taking advantage of day-care facilities
for their children so they could undergo training or take work, you
have further evidence that in most instances if training opportunities
and day-care facilities are provided, and if the jobs exist, most of the
family heads in these circumstances will take advantage of these
opportunities.

That leaves, then, a small remaining proportion. The real issue then
is how do we treat that remaining number, and the difference, I take
it, between you is that Senator Harris would say that that group
should be freely able to choose whether or not to take advantage of
the da~y-care, training, and Job opportunities, and you sa and the
administration bill says no, tiat remaining number should L subject
to a loss of benefits under this publicly supported program if ey
refuse to take advantage of these opportunities. And we would say
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that such a sanction is justified by the fact that this is a publicly sup-
ported program, and for all the other reasons you have cited, Senator
fansen. With respect to feelings about work on the part of our society
as a whole, feelings that we believe a family head should have in terms
of responsibility for the support of his or her own children, and the
attitudes which you identified with respect to the children themselves-
the atmosphere in which they grow up-it is not unreasonable where
public dollars are concerned to make work a requirement for eligibility
at least, for that member of the family.

We have not taken, and I do not see how we could take the additional
step of cutting aid to children because the family head refused to work.
But I think it is fair to say where the majority would want to work
anyway, that the minority that does not, should ha-ve to choose either to
take the job or suffer the loss of benefits that would follow from
refusing it.

Senator ANDERSON. Mr. Secretary, since you have had the last word,
we are going to meet agin at 2 o'clock.

Senator BYRD. Mr. Chairman, could I take about 4 or 5 minutes?
Senator ANDERSON. Yes.
Senator HARRIs. First, could I just respond briefly on this very

subject, if I might. I think the real question has been stated by the
Secretary, except for that minority who might not otherwise volunteer
to go to work. Until such time as we can provide sufficient day-care
slots, sufficient training, sufficient jobs, for all those who volunteer and
all those who are required to work, mothers of young school-age chil-
dren should not be at this time required to work. I do not believe we
are ready to make the judgment that society wants that mother to
be required to work.

With that one amendment I think what the Secretary said is pretty
much a statement of my position.

Senator ANDERSON. enator Byrd, we plaon to resume again at
2 o'clock. Would you desire to be heard now?

Senator BYRD. Well, will it be on the same subject at 2 o'clock?
Senator ANDERSON. Yes.
Senator MuL.. I have a couple of questions, too, on the same

subject.
Senator BYRn. Which would the Chairman prefer? I would take

about 5 or 6 minutes.
Senator MIL.ER. And I would take about 5 or 6 minutes.
Secretary RiCHARDSON. I could stay depending on the Chairman's

wishes.
Senator ANDERSON. Well, Senator Byrd.

E NUMBER OF WELFARE RECIPIENTS

Senator BYRD. Thank you, Mr. Chairman. I call the attention of
the committee and the witnesses to the table on page 35. I will call
attention of the committee and the witnesses to the tables published on
page 24 and on page 35 of the administration's revised family assistance
plan submitted to the Finance Committee last month. This table clear-
y indicates that the number of projected recipients of welfare would

be about 24 million if the administration's program is approved.
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I was astonished yesterday when Secretary Richardson stated:
The 24 million figure never has been anything more than an estimate of the

maximum eligible, not an estimate of the number likely to be on the rolls.

I ask unanimous consent that there be published at this point in
the record the table on page 24 and the table on page 35 of the admin-
istration's revised family assistance plan which was submitted to
the Finance Committee last month.

Senator ANDFRSO,. Without oI)jection, that will be done.
(The tables referredto follow:)

TABLE 4-A. COMPARISON OF PROJECTED FEDERAL COSTS OF MAINTENANCE

PAYMENTS UNDER THE FAMILY ASSISTANCE PLAN AND CURRENT LAW, 1971-76

[in billions of dollars)

1971 1972 1973 1974 1975 1976

Under family assistance plan:
Payments to families I .......... $4.2 $4.1 $4.0 $4.0 $3.9 $3.8
Payments to States under pt. E. .8 .9 1.0 1.1 1.2 1.3

Federal share of adult categories... 2.8 3.0 3.2 3.3 3.5 3.7

Total .......................... 7.8 8.0 8.2 8.4 8.6 8.8

Under current law:
Federal share of AFDC .......... 2.8 3.2 3.7 4.2 4.8 5.4
Federal share of adult cate-

gories ....................... 2.2 2.4 2.6 2.7 2.8 3.0

Total .......................... 5.0 5.6 6.3 6.9 7.6 8.0

I Gross FAP payments as estimated from an analysis of the current population survey.
Adjustments have been made to reflect a higher unemployment rate and the inclusion of
Puerto Rican families in the program.

Note: Except for payments to families under the family assistance plan (which are esti.
mated using the methodology described In the text) the projections assume a continuation
of recent trends. Especially in the case of AFDC. these trends are not likely to continue
indefinitely into the future. However, there is no present indication of when the growth rate
can be expected to slow down. Estimates for 1971 are based on the latest estlmatesfrom the
States.

TABLE 4-B.-COMPARISON OF PROJECTED RECIPIENTS UNDER
ASSISTANCE PLAN AND CURRENT LAW, 1971-1976

THE FAMILY

(In millions)

1971 1972 1973 1974 1975 1976

Under family assistance plan:
Persons in families receiving

FAP only ...................... 13.1 12.7 12.3 11.9 11.5 11.0
Persons in families receiving

FAP and State supplemental.. 7.5 8.4 9.4 10.6 11.9 13.4
Adult category recipients ....... 3.2 3.3 3.5 3.6 3.8 3.9

Total .......................... 23.8 24.4 25.2 26.1 27.2 28.3
Under current law:

AFDC recipients ................. 8.5 9.6 10.8 12.1 13.6 15.3
Adult category recipients ....... 3.1 3.2 3.4 3.5 3.7 3.8

Total .......................... 11.6 12.8 14.2 15.6 17.3 19.1

Note: See notes for table 4-A.
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TABLE 19.-1971 ESTIMATED RECIPIENTS UNDER H.R. 16311 AS AMENDED,
JUNE 1970 BY PROGRAM AND STATE

[In thousands)

Number of
Individuals

receiving
Adult State

programs supplements FAP only Total

Total .................

Alabama ..................
A laska ......................
Arizona .....................
Arkansas ....................
California ...................
Colorado ....................
Connecticut ................
Delaware ....................
District of Columbia.........
Florida ......................
Georgia .....................
H aw aii ......................
Idaho .......................
Illinois ......................
Indiana .....................
Iow a .........................
Kansas ......................
Kentucky ....................
Louisiana ...................
M aine .......................
M aryland ....................
Massachusetts ..............
M ichigan ....................
M innesota ..................
M ississippi ..................
M issouri ....................
Montana ....................
Nebraska ...................
Nevada ......................
New Hampshire .............
New Jersey ..................
New Mexico ...............
New York ....................
North Carolina ..............
North Dakota ...............
O hio .........................
Oklahom a ...................
Oregon .....................
Pennsylvania ................
Rhode Island. .........
South Carolina ..............
South Dakota ...............
Tennessee ..................
Texas .......................
U tah ........................
Verm ont .....................
Virginia .....................
Washington .................
West Virginia ................
W isconsin ...................
Wyoming ....................
Guam .......................
Puerto Rico...........
Virgin Islands .........

3,226.9 7,461.4 13,096.0 23,784.3

141.3
2.6

22.1
94.5

521.8
43.3
16.2
4.2

10.1
92.2

156.5
4.9
7.0

80.5
26.0
30.3
20.9
97.0

148.9
16.0
31.8
76.2
70.2
21.2

110.4
113.0

6.3
12.6
8.2
5.8

36.4
20.2

156.6
83.0

6.2
92.1

104.7
16.2
88.6

7.7
37.4

6.2
107.8
285.5

11.4
7.1

22.8
40.6
20.4
29.9

2.9
.4

50.0
.S

8.2
63.1

..............

1,125.7
37.3

130.0
14.7
50.8

110.7
..............

34.8
18.7

486.8
643.1
82.1
74.5

164.7

32.0
144.0
302.2
351.9
124.5

..............

..............

17.2
29.6

7.5
15.6

365.0
75.3

1,366.3
123.0

14.1
360.6
120.2
66.1
91.9
56.9

21.5
..............

216.1
20.4
20.6

142.6
153.7
63.5

105.0
5.6
2.5

...............8

524.5
14.3

119.4
275.2
675.9
287.4

41.7
36.1

5.0
480.7
869.0

23.0
28.7

239.0
207.8
123.3
63.2

261.8
785.3
97.4
87.0
60.1

224.3
174.6
696.2
330.1

28.7
125.5
21.3
18.4

107.4
.98.9
456.4
754.6

76.6
347.1
141.3
61.2

454.3
2.6

453.4
79.7

634.0
1,019.9

23.3
19.1

265.9
118.0
191.4
103.5

11.5
.5

750.0
.5

665.8
25.1

204.6
369.7

2,323.4
368.0
187.9

55.0
65.9

683.6
1,025.5

62.7
54.4

806.3
876.9
235.7
158.6
523.5
934.2
145.4
262.8
438.5
646.4
320.3
806.6
443.1

52.2
167.7
37.0
39.8

508.8
194.4

1,979.3
960.6

96.9
799.8
366.2
143.5
634.8

67.2
490.8
107.4
741.8

1,521.5
55.1
46.8

431.3
312.3
275.3
238.4

20.0
3.4

800.0
2.1
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Senator Bym. Now, Mr. Chairman, I call attention, too, that in
looking through this revised plan, that there are various tables, that
some tables are listed "eligible," and other tables are listed recipients."
I think that is an important matter for the committee to be aware of
because the report clearly shows what are considered to be eligible
and what are considered to be recipients.

Now, on pag 449 of the transcript of the hearings before the
Committee on Finance of Tuesday, July 21, Mr. Veneman was being
queried by the chairman of the committee, I believe, Mr. Long, and
at one point in the record he made a statement on page 449. Mr.
Veneman said this:

The committee print on the State of Indiana, I got as far as your second
paragraph and found an error. There was a decimal point in the wrong place
under the non-work families that would be receiving State supplements. So that
In your relearns-

Speaking of the chairman-
your opening statement, the number of persons on welfare, the increase in the
State of Indiana would not be nine times, it would be three times.

Thi again, I point out that the Under Secretary, Mr. Venemiun,
stated on page 449 on July 21, before this committee the number of
persons on welfare in the State of Indiana would be three times the
number at the present time. I point that out to show that the nder
Secretary took that in the same way that the committee has understood
it for more than 3 months now. This bill has been before the Congress
for 6 months, approximately, before the House, and now before the
Senate committee, and it was not until yesterday that anyone indicated
that these figures were not the figures that the committee should be
considering.

So, I wanted to put that into the record, just what Mr. Veneman
said, and I say again that is on page 444).

Now, on page 254 of the committee hearings dated April 29, April
80 and May 1 Mr Finch was then Secretary of Health Education
and Welfare. Senator Byrd of Virginia queried Mr. Fin 4 and I read
from the committee hearings, page 254:

Senator Bysrt. I am correct, am I not, that you have at the present time ten
million persons on the welfare rolls?

Secret Fnmcm. Yes, sir.
Senator BTN& If this legislation is en ted, you will have 24 million persons

on the welfare rolls.
Secretary FPwa. That is approximately correct.
So, I say aain, all through these hearings it has been clear that

these tables submitted by the administration itself, submitted by the
Department of Health, Education, and Welfare, have been clearly
labeled and clearly understood to be the projected number of recipients
who would be on the public rolls if this legislation is enacted.

I say again, I am not exp easing any criticism of the legislation. I
want to find a way to be helpful to the working poor but I am inter-
estedin the facts. I want to know what it isg oig to cost. We are not
srwalding our own money. The Secretary of Health, Education, and
W4.Ouv is not spending his own money. We in the Congress are not
spending our own money. We are spending the taxpayer s money and
I wsit to fnd out what it is goigr to cot and I -el that I have a
right to rely on these figures and all through these hearings it has beem
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made clear, certainly been made clear to me and apparently made clear
to many others including Secretary Veneman, that these figures sub-
mitted b the Department of Health, Education, and Welfare repre-
sent the best estimates of the number of recipients who vill be on the
welfare rolls or under the public assistance program if the adminis-
tretion's plan is enacted.

I just wanted the record to show that because of the controversy
which we had before the committee yesterday

Secretary RICHARDSON. Mr. Chairman, I have not been asked a ques-
tion but I would like the Chair's permission to make a comment.

Senator ANDERSON. Surely.
Secretary RICHARDSON. I thought we covered that fairly well yes-

terday, Senator Byrd. This matter, I think, has been somewhat over-
blown in relative importance.

Senator BYRD. It has not been overblown to my mind.
Secretary RICHARDSON. Let me restate the situation beginning with

the tables to which you refer. It is true that they sometimes refer to
recipients and they sometimes refer to eligible families. But all of
that should be readin the light of the statement I quoted from yester-
day on page 22 of the committee print preceding all the tables which
says, and I read it again:

Because of the importance of the welfare reform proposals and the uncertain-
ties involved in estimating costs of any new program, a cautious and conserva-
tive approach has been adopted. For example, the cost estimates for the family
assistance plan assumed that all eligible families participate to the fullest extent
of their eligibility.

That means, therefore, that for the purposes of these tables, the terms
"eligibility" and "recipient" tan be considered to be interchangeable.

The point I was making yesterday that triggered all this discussion,
was simply that strictly speaking, the tables that are used in the blue
commmittee print showing the increases in numbers of recipients used
noncomparable figures to the extent that the base figure for the cur-
rent situation is drawn not from the number eligible but from the
number actually on the rolls, while the projection igure derives from
the number eligible.

Now, I said in effect that the ratio of increase would not be as high
as shown on the tables because it could be anticipated that something
less than all the number eligible would actually be on the rolls. I
think this is a fair statement. It remains true that for purposes of
calculating likely future costs, the number eligible is a better, more
cautious and conservative, figure to use because we have no adequate
basis for discounting it. And so we stand on it.

As for Under Secretary Veneman's comments all he was saying
was that using the committee's own assumptions that entered into the
blue committee print, there was an error resulting from a misplaced
decimal point. He was not endorsing the tables as such and I think
Senator Byrd will find that the record will show that on that same
date I made the same point which we were discussing yesterday,
namely, that there was a ratio derived from using figures that were not
strictly comparable. I think this is really all there is to be said.

We do not propose to substitute any new figures for these eligi-
bility figures I only have tried t/ make the point yesterday for what
it is worth; that the likely increase in the rolls iii these States will



not be as high as the blue committee print tables show. From there I
think having said this, I hope we can go on to the merits of the issues
involved.

Senator AwmtsoN. Senator Byrd?
Senator BiRD. Yes, Mr. Chairman.
I will close this dialog with quoting again from page 254 of the

committee hearings of April 29, 30, an May 1.
Senator BYaD (addressing Secretary Finch). I am correct, am I not, that you

have at the present time ten million persons on the welfare rolls.
Secretary FiucH. Yes, sir.
Senator Byzn. And if this legislation is enacted, you will have 24 million per-

sons on the welfare rolls.
Secretary FINCH. That is approximately correct

Mr. Chairman, I have no furtheL, questions.
Senator ANDrisoN. Senator Miller.

WELFARE OVERPAYMENTS

Senator MnuxR. Mr. Secretary, you may not have this information
and if you do not I would appreciate it if you would provide it for
the record. This gets into the area, one of the areas, Senator Hansen
was covering. Would your Department be able to furnish us for the
record, let us say, for the years 1969, 1968, 1967, and 1966 by year, these
figures. First, in all cases. I would like to know how much in overpay-
ments under welfare has been made. I also would like to know how
much was received back. And then, of course, that would give us the
net that was never received back from overpayments. And also the
number of individuals involved.

Then additionally, I would like to have broken out from those totals
what we might call the fraud or suspected fraud cases and under that,
how much in overpayments were involved, and the number of cases
referred to the Department of Justice for prosecution.

Senator AximsoN. I think we will have to give the Secretary some
time on that.

Senator MILLE. Yes. Now, you can get us that information; can you
notI

Secretary RIcHiweo. I am afraid I will have to say this, Senator
Miller. The word "overpayments" will turn out, I am sure, not to be
self-explanatory in its application to this situation. For what tends
to happen is this: the Federal Government sends auditors into the
States to audit the public welfare program, check on the files and the
methods of determination of eligibility, and so on.

They cannot look at every single file, obviously, but they look at the
ways in which the State determines eligibility, and so on, and calcu-
late the benefit payments per month, and this produces what they call
exceptions, or things that they think are out of line.

Now, the totaJ dollar amounts that are involved are derived by a
projection for the whole caseload of the findings of the samples
checked. This means, therefore, that you cannot conceivably identify
the individuals, in the first place And therefore you cannot go after
them for any money.

In the second place, a lot of these exceptions are things which you
really cannot charge the individual with anyway. The State may have

interpreted the Federal law in a manner inconsistent with the HEW
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interpretation of it. The question then becomes what is done about it
in terms of a recovery as against the State's overall payment.

I into this only to say that the question of what is an overpayment
as distinguished from what is a technically erroneous payment is going
to turn out to be somewhat confusing.

Senator MuxL. Well, I appreciate that and if you can provide
appropriate explanatory notes to this information, I think that would
bequite sufficient.

&aretary RIcHAmmozN. We will be glad to do that.
(The Department subsequently supplied the following information:)
For the years 1966 through 1969: Number and amounts of overpayments under

welfare, amounts recovered, Including fraud and suspected fraud cases, in addi-
tion, referral of cases for prosecution for fraud.

Estimated number of cases and amounts of overpayments and underpayments'
to public assistance recipients and payments to ineligible persons, 1966 through
1969.

The following national estimates of the amounts of overpayments and under-
payments and the numbers of AFDC and adult assistance cases involved in such
payments and payments to ineligibles are based upon the results of quality
control testing, which has been carried out in all public assistance programs
beginning in 1964. The data were derived from samples of case actions examined
In each of the State public assistance programs and are subject to the normal
ranges for sampling error of quality control programs.'

In general, overpayments to cases occur in about 11 percent of total cases in
both Aid to Families with Dependent Children and the adult programs. The
amount of suchi payments in the ample month of October 1969 equalled $3.5
million and $3.8 midon, respectively, Underpayments occurred in about 10 per-
cent of the AFDC cases and 8 percent of the adult cases. These amounted to $2.0
million and $1.7 million, respectively. Data on the number of cases and amounts
of payments for 1966 through 1969 are shown on the attached table A.

Payments to ineligible cases occurred in approximately 2.0 percent of the cases
paid in October 1969. This rate of payment to ineligibles has remained stable
over the entire four year period for the AFDC and adult programs, as shown
in table B.

The statistical method for computing the percent of over and underpayments,
payments to ineligible persons, and to cases suspected of fraud, (covered in a
separate section of this submittal) does not allow for tracing ineligible and in-
correctly paid cases to the fraud category. Thus, it is necessary to use caution
when adding case totals because each class of case may already contain some
cases Included In another.

1 0verpayments and underpayments Include eases In which payments of $1.00 or more
in exee8 of or lees than entitlement amount. Cases found to be Ineligible are Ineligible
for the period examined.* Sanipling of eaes was from one or more lots of can" proceseA during a given period
in each State. The findings from examination of such cases are applied to the national
caseload In the same proportion as the sample lots beer to the universe of case actions for
the country as a whole.
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TABLE A.-NUMiER OF PUBUC ASSISTANCE CASES RECEIVING OVERPAYMENTS AND UNDERPAYMENTS AND
AMOUNTS OF SUCH PAYMENTS, ]419

Overpaymente Underphyments

Amount of Amount of
Number of payments Number of monts

Program a" yr Cam (motMy) cases my)

AFDC:
low ......................................... It6000 475, 000 143,000 $1.7,000
1O .......................................... 131,000 2,6000 141.000 1,537,000
1i96 .......................................... 116,O0 2,076,O0 135,000 1,736.000
11 .......................................... 114.000 2, 064, 000 146,000 1 , 1828, OO

AI .......................................... 301.000 3.210,Oo 232,000 1,70, 000
too .......................................... 22,000 2,94,000 254,000 1,7,:000
in?...................................... 234.000 2, 700,000D 219,000 1.912.000
1I ........................................ 277,000 2,723,000 261,000 1,831,000

'MonMy amut awn in October of each year.
Seer: Natonat Center for Social StatistIcs, SiS.

TABLE S.--NUMSLR OF PAYMENTS TO INELIGIBLE PERSONS AND AMOUNT OF SUCH PAYMENTS 1366-69,'
AID TO FAMILIES WITH DEPENDENT CHILDREN

Recipient caseload Inoili~be cam

cost per
Cases Payments Percent Number moth

1m ............................. 1 471 000 $247,240,000 1.9 27,900 $4616000
116 ............................. ,256,000 201,360o0o 1.6 20.100 3,231,000

167 ................................. 1,07,000 161, 25, 000 1.9 20,800 3,065,000
16 ................................. ,0211,000 139,156,000 2.1 21,600 2,W2,000

ADULT PROGRAMS

1m ................................ 2,710 ,2D3,411, O 2.0 56.,O0 54.0O6o000
1 " .............................. 2,73000 201, 615, 000 1.7 47,400 3,423,000
16 ................................ 2. :757,000 190,254,000 1.7 4.900 3,236,000
13 ................................. 2 714,000 172,659,000 1.8 48.300 3,106,000

1 Me"t of Ocltber.
I FamlesL
Seeree: Ndlsd Cmt for Soci Stotatim, SRS.

RzcoV nz or OVrmAYx21r FiOm Pumuc AAsxsTAxcz EOvr:IPNTs

Data with respect to repayment of overpayments are not uniformly kept or
available on a national basis which could provide a sound basis for estimating the
extent of recoveries from public assistance recipients who have been overpaid or
who received payments fraudulently. Select data are available from some 8tate
programs which suggest that significant amounts are recovered from recipients.
For example: In 1968 In Arkansas, $23,016 was recovered from 102 recipients;
Mlcigan, $2M,=05 from 185 recipients; and New Mexico, $9,943 from 184 recipi-
ents In this period from April 1967 through March 1970, New York State
recovered $12.6 million in overpayments. Identification of the amount recovered
from fraud cases is available at the present only from Louistana. The following
amounts were recovered In Louisiana, In 1966, $16,780; 1967, $25.879; 1968,
$2%88; and 1909, $ 8775

Other data Indicate that further study would probably reveal similac patterns
of recovery throughout the other 4tate programs of pubic assistance.
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DSi'oeTOx oy CAsm SuapWIID or FzAuD--FscAL YEAz 1960

SUMMARY OF STATISTIC AL DATA

1. A total of 33,700 cases identified by State and local public assistance
agencies as involving a question of recipient fraud were disposed of by adminis-
trative action during fiscal year 1969. This number represents a decrease of
2.200 cases from 1968 '--about 6 percent and a drop of a fifth from the number
five years ago, fiscal year 1964.

2. The cases identified and disposed of In 1969 represent less than one percent
of the average monthly caseload for all the Federally-aided public assistance
programs combined '; less than five-tenths (.5) of one percent of the average
monthly caseload for the adult programs: and less than 2 percent in the program
of AFDC.

& In more than one-half (53.8 percent) of the cases disposed of, sufficient
facts to support a question of fraud were not available. For the adult programs
combined, facts sufficient to support a question of fraud were at hand for almost
half the cases (49 percent) ; in the AFDC program, the proportion was a little
lower--46 percent. On the other hand, among the cases disposed of by legal
action a larger proportion of the AFDC cases were prosecuted 43 percent; com-
pared with 81 percent in the adult programs.

4. Of the 15,700 cases in which the facts known to the agency supported a
question of fraud, 7,400 (47 percent) were referred to law officials for action.
It should be noted that State agencies generally do not refer cases if: 1) the
amounts of money Involved are small; 2) voluntary reimbursement or payment
plans are worked out; 3) the recipient has mental or physical limitations; 4)
special hardship exists or 5) other factors make such referrals infeasible. On
the other hand, two States, California and Maryland, require that all cases of
suspected fraud be referred to law enforcement officials. Excluding data from
these two States, the proportion of cases referred to law enforcement officials
comprised only a little mbre than one-fourth (26 percent) of all cases in which
the facts were sufficient to support a question of recipient fraud.

5. Approximately 6,700 cases were disposed of by law enforcement officials
during 1960 including cases referred both during the year and prior to the be-
ginning of the fiscal year. Of these cases, 2,700 or about two-fifths were prose-
cuted, with three States (California, Maryland, and Pennsylvania) accounting
for over 70 percent of the prosecutions. Of the 3,900 cases disposed of without
prosecution, the reasons for not prosecuting were similar to those enumerated
in item 4 above as reasons why agencies do not refer certain cases to law en-
forcement officials.

CAsM OF SUSPEOTED FRAUD

State assistance payments agencies report annually on the total number of
cases In which there has been administrative or legal action Involving questions
of fraud up to the stage of prosecution. Information on convictions as a result of
actions by State or local courts, if the case comes to trial, is not available.

Attached In (1) summary y of Statstical Data for fiscal year 1960" with a
footnote reference to incomplete data for 1968, and (2) a published report De-
velpom te isi Dealing Wg& Questions of Recipient Fraud in Public A8sistance.
1961-1967, with the summary of statistical da-a for fiscal year 1966-67 on pp.
87-S&

Overpayment and recovery information related to the cases in which there
Is a question of fraud is too fragmentary to refer either to amounts of money
or periods of time involved.

Senator MmziL Now, I would like to ask the chairman if he would
be good enough to direct the staff to obtain from the Department of

ice the disposition of these cases that have been referred for
criminal prosecution by these year. We ought to be able to receive

r" 1968, reports were not received from Delaware, Department of Public Welfare ani
Commission for the Blind. Florida, Guam, Kentucky, Maine, Massachusetts Department
oPublic welfare. Msouri, Rhode Island and South Dakota. Excluding data from theM.
States for 1960. the change In the number of cases Involving a question of recipient fraud
d" of is 4,100 or a dcrease of II percent In 1969 over 1968.

ld-Me assistance, aid to the blind, aid to the permanently and totally disabled and
Aid to famile with dependent children.
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from the Department the number of cases each year referred to the
Department of Justice for criminal prosecutions and then we should
be able to obtain from tie Department the disposition by year of those
cases, convictions or nolo contender, or dismissed, and the penalties
in the case of those that were convicted.

I suspect it will be very small and so, therefore, I do not think it will
be difficult to obtain that and I would ask the Chair to direct the staff
to obtain that information from the Department so we will have a
complete picture.

Senator ANxasoN.. I will suggest it to the chairman.
Secretary RICHARDSON. May]? add, too, Senator Miller, in most cases

the obvious violation of law is a violation of State law and most prose-
cutions will have been under State law. We do not have complete
information as to State prosecutions and we would be glad to add that
to our submission in response to your request.

Senator MuLm I appreciate that, too.
Senator ANDxERSON. I will suggest it to the chairman of the full com-

mittee. I think it is a good question.*
Thank you all very much.
Two o'clock.
(Whereupon, at 12:30 o'clock p.m., the hearing was recessed, to

reconvene at 2 p.m., this day.)

AFTERNOON SESSION

Senator ANnsoN. We will continue with Secretary Richardson
again.

Senator WILTJAMS. Mr. Secretary, I have a few questions here about
the social services part of the bill and I think other members haive some
questions that will be more in line and if they get here I will withhold.

D.C. FURNWURE PAYXKE2N'I

Secretary RcIHARDSO. Mr. Chairman, Senator Williams, before we
proceed to the questions on social services, I want simply to ask per-
mission of the committee to submit for the record at this point a brief
statement on furniture payments in the District of Columbia. It is
about a paragraph in length and with your permission I will read
it-

Senator WuLLIxs. Sure.
Secretary RICHARDSON (continuing). Because it responds to ques-

tions that were raised this morning.
The District of Columbia has not submitted any formal plan ma-

terial on this subject to the Department of Health, Education, and
Welfare. It expects to submit such material on Friday, July 31, 1970.
That is tomorrow. A number of telephone conversations have been
made between District of Columbia officials and representatives of the
DHEW regional office in Philadelphia in which various problems have
been discussed. Material along the lines described in the Washington
Post would raise a number of serious questions-for example retro-
active payments and unauthorized vouchers restricted to members of
one organization.

08m app. P. p. 1287.
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District of Columbia officials are presumably aware of these prob-
lems and may well take them into account in the plan material they
are submitting. At this time no commitment of any type has been
made by the Department of Health, Education, and Welfare.

Senator ANDERSON. I think that is a useful statement.

CHILD CARE FACILUMB

Senator WILLIAMS. Mr. Secretary, these points are for clarification.
Perhaps you can answer them now or you may submit them.

In reading the bill I noticed that under section 436 of the bill,
and revised bill, orou would pay the full cost. of alteration, remodeling
or renovation of child-care facilities.

Now, then, a new section, section 2012, paragraph 1 (b) (i), on page
126 of the revised bill permits you to pay 75 percent of the cost of
renovation, remodeling or alteration of child-care facilities. Now, I am
wondering which of those would take priority or should they be ad-
j usted to coincide?

Secretary RICHARDSON. I am sorry, Senator: I have not found the
reference.

Senator WUiaJAMS. I will repeat it. On ptge 57 of the revised bill,
section 436, it states that you would pay the full cost. of alteration,
remodeling or renovation of child-care facilities.

Now, in the revised bill, you have added a new section, 2012, para-
graph 1(b) (i), on page 126, which permits you to pay 75 percent of
the cost of renovation, remodeling or alteration of child- care facilities.
I am wondering if there isn't. a contradiction there or perhaps it needs
to be adjusted.

Secretary RICHARDSON. The full-cost provisions are part of the
family assistance plan, under which we would pay the full cost of
the development of additional child-care facilities" The other sec-
tion refers to the matching percentage applying to social services
generally under the Federal-State program. "Although this is why
the two sections are different, I agree that the question of whether they
should be reconciled is one to which we should give further considera-
tion.

Senator WULIAMS. I discussed this with the staff and I am not sug-
gesting which is correct or anything like that, but they may need a
little clarifying language to make sure or they may need adjusting.

Now, at one, in the revised bill, why are the provisions concerning
ovepayments to families in section 446(b)-that is on pages 16 and
17--different from the provisions regarding overpayments to the aged,
blind, and disabled persons in section 1606.

Now, I am referring to pages 16 and 17 of the House bill and
pages 91 and 92 of the other bill, but there seems to be a different
formula there and I am wondering if that was intended.

Secretary RCHARDSON. Are you using the page numbers at the top
of the committee print?

Senator WnaAMs. No. The bottom.
Secretary RxCHAmR. The second numbers.
Senator WnAMs. Yes. Second number, yes, Now if you wish to

submit this for the record, I am not-I realize that these are-
Secretary RiCa'RDsoN. I think it would probably be better if I did

submit it for the record.
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Senator WILIAMS. They appeared to be inconsistent with the in-
tent of each other and that was the reason we thought it ,hould be
clarified as to intent and you would submit that for the r(c)rd, you
secretary PicHArDsoN. Yes.*

REVZNUE SHARINO ASPECTS OF TH BIML

Senator WILLIAMs. Now, under the present law, Federa', sharing of
welfare payments to the aged, blind and disabled persons is calcu-
lated according to the State per capita income, and I have not heard
it claimed that this is an unreasonable formula. Yet, H.R. 16311
abolishes this variation and places it with the mme formulla for Fed-
eral matching in every State. The result is a windfall for States with
higher per capita income-simply replacement of State funds by
Federal funds-with no benefit to tie aged, blind, or disabled. Accord-
ing to figures prepared by your department on pages 126 and 27 of
the committee print this change in the benefits to the aged, blind, and
disabled will save certain StatGs $166 million; 88 percent of the totl
cm to California, New York, Illinois, Massachusetts, Michigan, andP sylvania.

Now, the question is, Should we change this formula or would it
be better tokeep the existing formula as provided in existing law?

Secretary RICHARDSON. Well, Senator, I have not really had an ade-
quate opportunity to go through the steps that were taken by the
administration and the House Committee on Ways and Means in ar-
riving at the conclusion they did. As a matter of fact, when I was at
HEW before I had a large hand in the development of the sliding
scale formula utilizing per capita income. But I think the reasoning
was basically that the existing formula was complicated.

The lower income States would still achieve substantial benefits
because the ratio of supplementation for amounts above $65 would be
much lower than the Federal share of amounts below $65, and, gen-
erally speaking, the high-income States are the high-benefit States.
We Would thus achieve a rough sort of sliding scale in this way.

I would suggest that to change the formula, the committee might
want to consider some other way of redistributing the amounts whioh
would otherwise go to the States you have mentioned. For example,
the committee might want to consider a provision to the effect that
no State could receive more than a maximum percentage of the total
redistributable amount, with the balance redistributed among the other
States.

Generally speaking, the States which would get the most benefit
under this formula change are also the States which are reaching the
highest amounts of Federal reimbursement for services. I just learned
to y, for example, that it is estimated that of a total increase of $300
million in Federal matching for services under the existing open-ended
provisions of the law, more than $150 million would go to California
alone. I am talking now about $300 million above the gude estimates
which were originally submitted by the administration or this year.

*TM Departmnt's response appear in app. C, p. 1158.

44-82 0-T0---pt. .- 21
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The committee might wish to consider redistributing the money you
have just been talking about in some manner that would help the States
that are not now spending as much for services to catch up. We are
trying to close the open end under the services amendment by estab.
fishing a fixed appropriation, as you may have noted in the bill and
our description of the bill, of $50 million to achieve that goal. But I
don't think we are wedded to any particular approach in helping
States that are not now spending large amounts.

IDleTWYING WELFARE REMIMN76S

Senator W V I S. Now, in line with the colloquy the questions
raised by the Senator from Wyoming earlier today, about the method
of policing this and checking,how do we identify the various welfare
recipients Perhaps you have one who has not been in the labor
force heretofore. Are they identified by social security number or is
there a requirement that welfare recipients have to have a social secur-
ity number and if there is no such requirement, do you think it would
be advisable I

Secretary RICHARDSON. Generally, those who have social security
numbers would be identified by them. If a recipient was required to
register for training or vocational rehabilitation or a job under the
program and did not already have a social security number, we would
expect him to register under the social security system.

Swmator Wnijxs. The reason I raise that question, I wondered if
for identification purposes it wouldn't be well to insist upon identifica-
tion with a social security number because they are identifying most
citizens in that manner already. The suggestion was made that you
could check this partially by the tax returns, and it was called to my
attention that under the so-called tax reform bill passed last year,
a single person with an income of $1,700, a married couple, no chil-
dren, would not have to file a tax return if their income was $2,30 or
less, and if a married person with two children with $3,500 income,
he does not have to file a tax return, all beginning iD 1972. If they
have four children, that would pull it up to $4,700, and since they
would be excluded from the necessity of filing a tax return which
would give them a social security number, and as others develop into
that range and would not be required, I wonder if it wouldn't be
well to just have a rule that all recipients must have a social security
number.

The reason I mention that, if they are in the labor force at all,
even to a minor degree, their earnings would show up on the social
security records when they would not show up on the tax records.
That is the point I am making.

Secretary RICHARDSON. I think that is a very good point, Senator. As
discussions with Senator Hansen and Senator Miller have brought out,
we want to be able to draw on those records. I think that we should
implement your suggestion. I think we can implement it by adminis-
trative regulation, but if the committee sees an appropriate place to
write it into the law, we would certainly raise no ob" action.

Senator WIrIjAxS. Well, will you check further on that point and
see if it can be done by administrative, and if not, mbmit the language
for it, and we will check it out, because it would seem to me you would
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have a better record of earnings through the social security depart-
ment than you will through the tax department. Then there is a fur-
ther advantage, you would have those records in your own Depart-
ment, which would a wa be readily available to you.

So I think you would have a quicker check that way.
secretary RICHARD SoN. I think this is true. A related point is that

whereas in the case of income tax an individual may hope that his
employer will understate his income, in the case of the social security
records he would like to have it-

Senator WIAMs. Stated fully.
Secretary RICHARDsoN (continuing). As high as possible, at least

up to the maximum coverage.
Senator WniLAMS. I hadn't overlooked that point.. [Laughter.]
(The Department subsequently submitted the following response

to Senator Williams' request:)
The Department of Health, Education, and Welfare belieN ? that there is

sufficient authority in title I of H.R. 1i11 (the Family Assistance Plan) to
require PeAP recipients to furnish any information, including social security
numbers, which the Secretary finds necessary to establish FAP eligibility. Pro-
Im>oed section 446(e) (1) states:

'(e) (1) The Secretary shall prescribe regulations applicable to families
or members thereof with respect to the filing of applications, the furnishing
of other data and material, and the reporting of events and changes in
circumstances, as may be necessary to determine eligibility for and amount
of family assistance benefits"

Accordingly, DHEW does not believe it is necessary to amend PAP in this
regard.

INDIVIDUAL AND FAMILY SZVICS

Senator WILAMS. Mr. Secretary, under section 2008(d)-this is
on page 120 of the revised bill-you would set the Federal share of the
project grants for contracts at 90 percent "except that the Secretary
may pay all the cost of such a project where he finds that full payment
is essential to its successful implementation."

Now, we don't find this language exactly air tight and what I am
wondering, does this mean that you would be paying 100 percent of the
cost in virtually all cases or--

Secretary RICHADSON. What this means is that if the Secretary
thinks a pro if, very important in terms of what it can contribute
to State and local governments in showing what will work or not work,
rather than let the project fail for lack of the local matching share,
he could waive the matchin(requirement.

Senator WLLnAMS. Now, continuing further, the House bill which
set Federal matching payments to the aged, blind and disabled at 90
percent of the first $65 of average payments, plus 25 rent of the re-
maining amount up to a limit 'determined by the Secretary." Now,
this is on page 9 of the bill. This provision has not been modified in
the revised bill.

Now, what specific amount do you intend to set as to the limit of
Federal matching, if any? If you would rather furnish that for the
record, any of these questions, I want to make clear it is all right.

Secretary RICHmDSON. This provision introduces into the law for
the first time an explicit authority for the Secretary to set a maximum
level, and, to that extent, to limit Federal contributions to the adult
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catgoris. We have in mind establishing as a maximum something
close to the current maximum payable in any State. This provision is
designed to prevent excessive payments. Existing law contains a pro-
vision that the Federal Government may avoid contributing if benefit
levels get seriously out of line in a particular State. This provision
would make explicit the Secretary's authority to establish a limit.

Senator WuwAMs. I might point out again that in asking these ques-
tions, there are questions that came to the minds of some of us in the
committee and in conference with our staff-

Secretary RxCHAaOsN. I understand.
Senator WnwAums (continuing). We were unable to get the answer.

If you don't 1mhve the answer ready, we can understand, but you can
furnish it for the record.

Secretary RIcAzmHoN. I think we did submit something on this in
an earlier-

Senator WnJaAxs. Since we couldn't understand, ourselves or work-
ing with, our staff, we thought they were points, since there was a
question about them, that should be raised and clarified.*

The proposed new social services title in the revised bill refers several
times to "protective services." Yet, the term does not seem to be de-
fined in the revised bill.

Now, could you submit statutory language defining protective serv-
ice that could be put in the record at this point and describe for us
what you have in mind.

Secretary RicHmAUsow. Yes. We would be glad to do that. I would
just say for the record at the moment that the services envisioned are
those which are needed by a very old disabled person to prevent him
from hurting himself.

(The Department subsequently submitted the following response:)

T.TUTOzy LANGUAoz DzrUNfG "PRoTmw~mvE Savcs"

After line 17 on p. 108 of the revised bill (p. 248 of the Committee Print) add:
"(8) The term protective services for children means specialized services to
children and their families for the purpose of correcting conditions of neglect,
abuse or exploitation of children by parents or others responsible for their care
by strengthening parental ability to provide good care or, if indicated, taking
steps to remove such children from their homes, through a Judicial determina-
ation, and placing them in foster care.
"(9) The term protective services for adults means specialized services to adults
for the purpose of correcting conditions which cause neglect,, abuse or ex-
ploitation of adults, who are unable, because of age, infirmity, physical or
mental handicap or illness, to protect themselves or, for other reasons, are un-
able to care for themselves and have no one willing and able to act responsibly
for them in their behalf, including services which make available institutional
care, when necessary, for those unable to maintain their own place of residence.

On page 100, of the revised bill (p. 249 of the Committee Print), line 4 Is
amended to read:
"ices) for children or adults Included in clause (HI) or (F) of such section, or

Senator Wiuiw. Now, continuing on that same point, in section
2006(b) of the revised bill, that is page 117, it would permit you to
provide social services directly under certain circumstances.

Now, in what kind of a sitaution would you contemplate the Federal
Government taking -over the provisions of social services directly?

Secretary RxWHA~wsoNq. Rather than try to answer that myself, Sen-
ator, I would like to first identify Mr. Stephen Simonds, 'who is the

h
*WoDapartmnt' remon pesm in &Ppenddx (, V. 1158.
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Commissioner of the Community Services Administration in the Social
and Rehabilitation Services, seated on my left, and ask Mr. Simonds
to answer the question.

Mr. Sixomm. This was included in the proposed legislation to assure
that people who need services would not go without them, if their
local service area should fail to submit a services plan to the Gov-
ernor; or if that plan was not being carried out in accordance with
the assurances submitted to the Secretary; or if the State agency was
not able to step in and provide the services. An intermediate step is also
provided for in the proposed legislation: if no local plan is submitted
the Governor can assure coverage through State services

Senator WnijAms. Now, on page 16 of your revised bill, section
2005(a) (2)(n) "provides that an opportunity for a fair hearing be-
fore the State agency will be afforded any person whose request for
services under the State plan is denied."

Now, does this mean that there must be a fair hearing even when
the only reason for denisl is that the State has run out of moneyI

Secretary RICHARDSON. Will you answer that, too, Mr. Simonds?
Mr. Sxxomi Yes; I will be glad tc
That provision-which, by the way, does a pply now and is occa-

sionally utilized-is continued in the pro legislation.
The State is expected to describe in its plan the pepole who will be

aided by its social services. If the State has funding difficulties, its
State agency will probably, as it now has to do on occasion with its
public resistance grants, have to tailor its policies and its entitlements
in acoordance with its available funds-

Senator WHJAMS. And does that mean that if the State has run
of money that would not be the basis for a hearing?

Mr. Sxomw. If the State runs out of money, it would very quickly
have to change its statement of entitlements, its policies, and its regu-
lations, and an appeal would be made against the established policies
and regulations.

Senator WLIAMS. What would be?
What could you do about it ?
Mr. Sxxows. An example?
Senator WriWAMs. Yes. Give an example of that.
Mr. SxxoNns. Let's take a homemaker service for an aged person

who could stay in his own home if this service were provided. The
statement of entitlements, which is published, might say that the aged
person is entitled to a homemaker service; if for some reason that re-
quest were denied, the person could appeal to the State agency for

te homemaker service.

STATE SUPPLEICLTARY PAYMENTS

Senator WILAMS. Mr. Secretary, presumably you are expecting
the States to voluntarily increase their supplementary payments in
order to keep the total welfare grants in line with rising prices. Now,
is that correct?

Secretary Ricuumuox. Under existing law enacted in 1967, States
were required by July 1, 1969, to adjust their need standards for
change in cost of living. Of course, this applies to the existing AFDC
provisions, which would be supplanted. lender the family assistance
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plan bill itself, we are not proposing to carry forward the 1967 re-
quirement, and in the future, adjustments could he made by the States
as the cost of living rises.

Senator WILAMS. Perhaps that answers the next. I was going to
ask you what plans do you have to meet the problem of rising price.,
for welfare recipients in those eight States which (o not provide sup-
plementation under this bill.

Secretary RICHIARDsON. In those cases the Congress would itself, if
it enacts the program with the benefit levels that we have proposed,
have to consider whether statutorily to adjust the Federal benefit
levels. The answer would also involv4 application of the hold-harm-
less clause to the States. We have said that the Federal Government
would assure that no State would have to pay more under the family
assistance plai -for all categories of public assistance than it would
have had to pay had the present programs continued in effect.

Senator WHLxAMS. You mean the Federal Government would ab-
sorb it I

Secretary RICHARDSON. Yes; for costs other than benefit increases.
Senator WILLIAMS. And how would that work? Assuming that the

cost of living went up 5 percent, would the family assistance, $1.600,
advanced 5 percent? p

Secretary RICHARDSON. We have no automatic provision in the law
for adjustments of the $1,600.

S nator Wxu&Ams. Well, then, relate it to the other services.
Secretary RIcH.mtmoN. What I was referring to is the application

of the hold-harmless clause to State expenditures under the supple-
mental payment part of the bill.

Senator, at this point I can either call on Mr. Hawkins, who can
answer the question better than I, or submit an answer for the record
in clearer form than I can give it now.

Senator Wmus. It is perfectly all right for Mr. Hawkins to
speak. We are raising these questions and that is perfectly all right.

Mr. HAw.nrs. Senator, the bill contains no requirement that the
States increase benefits to match increases in the cost of living. If
they do make such increases there would be, up to the poverty level,
Federal participation at the rate of 80 percent.

As for tie hold-harmless provision, the House-pased bill provides
that it be related to the States' expenditures for each year, not to a
fixed dollar figure. The provision relates to State expenditures in
fiscal year 1971, increased by the change in the cost of living, which
presumably would reflect the increase in the States' expenditures that
normally would have occurred.

This does not increase benefits per se; increases in the supplemental
benefit levels remain at the discretion of the States.

Secretary RICamARoD. I found that illuminating myself, Senator.
I hope the committee did also.

LOOAL ADMINISTRATION OF SOCIAL SERVICES

Senator Wjuuxs. Mr. Secretary, there seems to be some compli-
catd, administrative relationships under the proposed social services
title that we can't quite understand. The administrative relationship
under the proposed social services of the revised bill reads that first
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you would require the Governor of a Stte to di ide the State into
"service areas ' and then to designate a State agency or a local prime
sponsor to administer the program in each service area. However, con-

tinuing, it says the mayor of a city with a population of more than
a quarter of a million could designate his city as a service area and
designate his own local prime sponsor if he disagreed with the
Governor.

For example, the mayor of New York City may have ideas about
social services which differ from those of the Governor of New York.
Presumably he could designate his own social services agency and
make his own social service plans, but then the Governor of New
York, as I understand it, could then veto the service area plan of
the mayor but the mayor could then appeal directly to the Secretary
who might then approve it.

However, if the Governor felt that the city had failed to administer
its social services program in accordance with the approved plan,
he could arrange for direct State administration.

Now, where would that end up and who would be administering
the program at the end of the line I

Secretary RICHARDsoN.. I can teli you what the reason behind this
was. The question is an important one and I am glad it arose, be-
cause I think it is something the committee should want to take a very
close look at.
b nderlini the proposal is the belief that municipalities should

be efcouraged to develop more effective planning capability for the
provision of services to people. It will not be only through more
effective use of our resources of money and manpower that we are
going to be able to met people's expectations for solving the prob-
lem of poverty and deprivation and disease. We cannot possibly ex-
pect to produce enough money or sufficient manpower just by adding
on to existing programs without fitting those programs together more
efficiently.

The cities especially, since they are apt to have more poor people,
need to develop a capacity to plan effectively. The underlying thought
here is that the mayors and the municipal executives should have
the opportunity to cfevelop their own plans, rather than stand aside
and [et State or county agencies develop plans alone. If a mayor
is given that opportunity and responsibility, he should be able to ful-
fill it., without having the Governor's office telling him he cannot
plan as he wishes.

I realize that some degree of tension often exists between State
administrations and municipal administrations. I would frankly say,
Senator, that having served 4 years in a statehouse and never in
a mayor's office, I tend personally to sympathize with the feeling
that a municipal plan should at least be consistent with the State
plan. At any rate, we feel that mayors should be encouraged and
assist to develop this capability.- There are nationwide only 57 cities with populations of 250,000
or more, and it is administratively feasible for the Federal Govern-
-ment to deal with them separately from State agencie&

Senator WLLuAxs. Well, I understand your reasoning but we have
the case where the Governor submita'a plan, divides the State into
service areas, the mayor doesn't like the plan, so he appoints his own
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social services director and sets up his own plan. Then we are at that
point. Then the next bill says as I understand it that the Governor-
he doesn't like what the mayor did. First, the mayor didn't like what
the Governor did, sets up his own plan, then the Governor doesn't like
what the mayor did. Te Governor has the power to veto it and then
it is dead. Then the mayor can appeal directly to the Secretary and
as Secretary you can reapprove it. Is that correctI

Secretary RaH PAXON. If we are talking now about consolidated
plans, the mayor can develo his own plan, as I read the bill, without
any power on he part of the governor to veto it.

S[ ator Wxuuxs. Well, we are speaking about social services now
and I think according to-it is our interpretation of the bill, that is the
way it goes and then if the mayor appeals directly to the Secretary, the
Secretary can approve the mayor's plan and then the Governor if he
felt the city failed to administer its social service program according
to an approved plan, he can direct State administration and we are
back where we started, and then delays another part I didn't get to
yet, but if the Secretary, after looking at all this confusion, decides
that there has been a sub tial failure to comply with the provision,
he could cut off Federal funds and set up a direct Federal adminis-
tration of the plan.

I am just wondering who is ultimately doing it and shouldn't that
be clarified so at least we know who is boss f

Secretary RIOHARDON. In the case you describe, under social serv-
ices, the Sieretary would have to arbitrate between the State and the
city, and, of course, where he intervenes directly in the absence of a
State plan or State determination, his decision would be final.

What is involved here is a judgment on ihe question of how desir-
able it is to have a degree of independent authority vested in the cities.

Senator Wnwxs. Well, of course, the question is how independ-
ent it is and you can look this over and for the benefit of the record
I ask that the fifth paragraph of the committee print appearing on
page 80 of the committee report which gives th - sections an the para-
graphs and places in the bill wherein these contradictions arise and
you can look them over and-

Secretury RcHA w. On this particular issue, the governing lan-
guage is on page 111 of the bill, in section 2004 (b). It says:

In any case in which the Governor does not approve an area plan, the Secre-
tary shall, upon request of the local prime sponsor (who can be a mayor, if he
Is a self-desgnated prime sponsor] submitting such plan and after consultation
with the Governor, determine whether the area plan is consistent with the re-
quirements of sections 200 and WW and, If the Secretary determines that such
plan In consist ent therewith, the Governor shall approve such plan.

TEMPORARY FMERO3NCY ASSIITANCE

So in effect the Secretary would the arbiter in that case.
Senator WumAMs. Mr. Secretary, under section 2002, paragraph

1(i), on page 19, you have included temporary emergency assistaise
payments to families as a social service. Wouldn't it be more appro-
priate to consider this a cash assistance I Or do you think they shouldbe separated I

Secretary RxCHAMON. I think they should be a social service, Senal
tor, :with responsibility for their administration vested in the social
service agency.
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The problem here is that if a family's house is lost in a fire or if its
head of ho uhold dies suddenly, we want to be able to tide the family
over for a short period. We have had some discussion in the Department
whether this should be the function of the agency that administers
family assistance payments or the agency that administers social serv-
ics My own view, on balance, is that this kind of temporary assistance,
which dos not rest upon a determination of eligibility at all-in fact,
the family may later be found not to be eligible for family assistance--
should not be made part of the benefit payment process, but considered
strictly a service. At any rate, that is the reason why it is so identified.

Senator WIWAws. I might say to the other members of the commit-
tee, if any of them have questions, I will be willing to forego because I
started here earlier. I don't want to monopolize--

Senator FANxnq. Mr. Chairman, I don't want to interrupt you.
Senator WniAms- That is perfectly all right. I have a few more

questions.
Senator FANNIN. You go right ahead and I will follow you.
Senator Wn" a. I fust started these because--go ahead and then

I will come back.
These do not necessarily have to be in continuity.
Senator FArsn. Thank you.

DIVZRGD=CE IN IN'YOXATION

Mr. Secretary, I admire your ability to acquire the knowledge you
have in the relatively short time that you have been involved with this
Program. Of course, I know you have had work in other areas of ac-
tivity that have been of great assistance. But I get back to some of the
problems that I see in my own State and as I say, I can observe thoseeaier than I can ones in other States, and we do have this tremendous
problem as far as our Indians are concerned, but I do wonder if we have
the information available when I notice the different changes that have
come about, even in the last few days when we are considering the
statistical data relating to this program, and I notice in the press re-
ports that came about from yesterday's hearing the number of re-
clpents of family assistance, and I would like you to comment on the
changes in the characteristics of the families receiving assistance, the
materials I understand submitted to the committee when Secretary
Finch was here in April.

Sixty percent of t e families in the House bill would be headed by a
man and 40 percent by a woman. Table 7, page 28 of the committee
print shows that under the revised bill about 50 percent of the families
would be headed by a man. Some kind of unusual migration seems to
have occurred between the House bill and the revisions. The number
of families eligible for assistance in the South is about 2 million in
the House revised bill while the number of families in the North-
east has increased by about three-quarters of a million persons.

I just would like to ask, Mr. Secretary, what is the reasons for these
very different characteristics of the caseloads of the House bill and
under the administration revision.

Secretary RTCAMSOX. I can not give you a sufficient explanation at
the moment, Senator, I can only say generallv that some refinement
has been made in data, and that we consider the information which is
in the committee print to be the best available data. Beyond that I
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will have to submit for the record an explanation of the divergences
in these firs.&*

Senstor F~wm. What I am concerned about, Mr. Secretary, is
that here we are talking about legislation, trying to judge our de-
cisions on information that in many instances I just feel is not avail-
able and would take considerable time to obtain, and I just wonder if
we are wise in going forward with this legislation until we do have
factual information.

Secretary R=ARwmo. Well, I can only refer you, Senator, to the
rather full description of the methodology that was used in arriving
at these figures. It is set forth beginning on page 18 of the committee
print. It points out that the first cost estimates were based on the
surveys of economic opportunity which were made in 1966 and in
1982, that the figures have been updated in light of the current popula-
tion survey for 1969. These represent the most comprehensive analyses
of the situation of families that exist, until additional data is made
available from the current census.

The current population surveys are made by the Bureau of the
Census. They cover enough families for us to be able to project with
considerable confidence what the breakdown of families and ages of
family heads are nationwide. It is hard to conceive of any better way
than this kind of procedure of developing a factual picture of our pop-
ulation. I am not sure, therefore, what we could expect to gain by

Seuitor FaNw. Well, Mr. Secretary, of course, I am not chal-
lengina the current population survey that you have referred to. I
know it is being challezed by many Members of Congress, especially
when the information was disappointing. We were very fortunate as
far as our State is concerned. We came out quite well. I don't mean to
intimate that we counted people twice, but we are well satisfied with

This is being challenged as you well know and I am just concerned
there because just such a variance when you talk about the OEO
information and then we get into the current population. Supposedly
we spent a great deal of money trying to obtain these OEO figures
and we have based much of our information on the OEO figures and
even if we dig back and try to translate it back into current popula-
tion survey, we still are confused.

I just wider if we are ready to accept these figures.
Secretary RxCHARDsoN. Well, I do not think we would advertise them

as 100 percent accurate, but it is hard to imagine any way in which,
for purposes of the kinds of issues and policies that are before this
committee, we could expect to obtain better figures. Nor is it apparent
to me, at least, to what extent the committee woidd be in a better
position a year from now, or 2 years from now.

Senator C mm . Well, I am not talking about that.
Sectary RcHAzDsoN. The committee fsces an existing "welfare

mess." The question is really, in the light of the best available data,
what are the implications of the proposal before you ?

iTh. D tparkmte nwo~ pwm in &ppendlz C, p. 1158.
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ANTUY OF INCRESED UNEMPWYMUWT ON Tr)I

Senator FANNIN. Mr. Secretary, I realize we have a serious situa-
tion and I feel as you do about the current welfare program.

At the same time we take into consideration what is involved and
here we have on page 28 of the committee print your Department sub-
mittmg a table showing the characteristics of families eligible for
family assistance benefits in fiscal year 1971. The table is based on a
8.6-percent unemployment rate relating to a year in which the bill
will not even be in effect and excludes families receiving only State
supplementation.

Iwas just wondering if we could try to correct that or at least, we
must assume that or at least I take it for granted we are going to assume
the current unemployment is quite beyond 3.63 it is 5.5. We hope you are
foreseeing a change of unemployment, that it will go down to 3.6,
but I don't know that we can judge it on that basis because if I take
my own State, I don't think it can change that rapidly and I assume
that is true throughout most of the United States.

Secretary RiCHARDSON. Well, I think you are quite right about that,
Senator. We have submitted for the record a detailed exposition of the
implications of changes in the unemployment levels up to a level of
6 percent unemployment. The calculations show a comparatively small
change in the aggate benefit costs under the program, for reasons
that are described there. The have to do, for example, with the fact
that the employees who tend to be most effected by a downturn in
the economic level are hourly wage employees in manufacturin in-
dustries who are working at rates substantially above the poverty level
and who are laid off or lose overtime wages. The people who work and
would be beneficiaries of the family assistance plan tend to be less
affected.

A summary of this analysis has been prepared by the Department
of Labor; you have it in the record. It shows, for example, that a 1-
percent increase in the unemployment rate over the rate assumed in the
tables you pointed out would add about $100 million to the cost of
family assisance plan benefits. A 2-percent increase would add $200
million, and a 3-percent increase would add $300 million.

Senator FANNIr. I notice on page 39 where the effect of increased
unemployment on the family assistance program beneficiaries and
costs, and we are using as I understand OE 0 figures on that, rates of
unempoyment in 1960 to date and showing the variance, but is
specifically brought out in one of our previous discussions, I think
what illustrates the problem that we have when we talk about those
that are goig to be laid off, and I used an illustration of one of the
companies in Rico that is building a plant in Taiwan and it goes on
stram in 1971. Wen it goes on stream in 1971, 30 percent of the
employees in the United States will be out of work by the time they go
on stream.

Now, of that 30 percent, 38 of that number, 38 percent of that num-
ber have been employed under Federal programs. They have had

"nee, have had subsidy for their training, and millions of dollars
hav, been spent and years of work, and, so those people, the ones in-,volved, would not necessarily come uder your category when you say
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th are far above the poverty level. These are people that were trained
:ndwere brought there in many instances from those who had been
on welfare or did not have employment. So I would just wonder if we
can really depend upon that type of figure.Secretary ICHARDSo r. I find the exposition which begins on page

37 of the committee print to be very clear in its description of why
cmanps in employment levels have comparatively small impact on this
particular caseload.

In the case of skilled workers, of course, the tendency for them to
be unemployed long enough to qualify for benefits under this pro-
gram is not very great. You will be able to get better data on this
population group from the Secretary of Labor next week.

Senator FANNIN. I understand that.
Secretary RICHARDSON. Generally speaking, people who have skills

are employable-if not in their immediate locality, somewhere else.
We are dealing under this plan with an effort to reach people who are
capable of work-

Senator FANNIN. Yes.

Secretary RICHARDSON (continuing). Capable of gaining skills and
who, if they do achieve significantly greater abilities, would then
join the ranks of skilled workers who are not apt to be out of em-
ployment for very long, at least not if they are willing to move.

Senator FANNIN. Well, that is very true, Mr. Secretary, and T cer-
tainly admire your goal in this respect, but I also know that in the
field that we are tal ing about, unemployment is becoming more and
more of a problem and these people are trained, they are skilled in
that particular activity but if some of the companies are transferring
their operations to other countries where they do have low-cost labor
and other advantages, then we have reason to believe that this is go-
ing to be true in quite a number of industries.

In fact, we witness that this is happening and we go from there into
something entirely different but still pertaining to the figures that
were i se.

NUMER or DISABJ UNDER THE BU

I notice the estimate submitted by your Department projected an
increase of only 100,000 aged, blind, and disabled persons to welfare
rolls if this bill is enacted.

Yet, social security studies show that over 1 million severely disabled
persons not now receiving welfare have income below the $110 in the
bill. Why does your Department estimate that sum if you have these
people receiving welfare under the bill ?

cretary RICHARDSON. A projection of increased costs for old-age
assistance is reflected in the $200 million increased cost figure. That
is set forth on page 23. The additional amount is aaributable to the
additional coverage resulting from the House bill.

Among those who have incomes of less than $110, a great many un-
doubtedlydo not qualify for old-age assistance because of significant
amounts of aeets or other factor.

Senator FAwrr. Well, Mr. Secretary, I agree with you to a certain
extent but when you are talking about the severely disabled, close to
1 million of them not now receiving welfare, income below the $110
in the bill. Don't you think that wod change the complete picture ?
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Now we are talking about severely disabled, so they would be in a dif-
ferent category than those we discussed as far-

Secretary RICHARDSON. This group is pretty well identified because
of the vocational rehabilitation and social security programs. I think,
Senator, that the ability of the social and rehabilitation service in
HEW and appropriate State agencies to identify and project case-
loads here is quite good. I think that the projections of what happens
from year to year if you change benefit levels, can be borne out as
valid and reliable statistical data.

If you like, we could go further into how they derive them.
Senator FANNr. When we talk about 90 percent, in other words, a

change here from a million down to 100,000 really more than that,
becaus-e you are talking about the 2 million, but, of course, if we get
into the category in which we know that they would or could be eli-
gible, let me put it that way, according to the Social Security Admin-
istration figures and their studies, we know they could be eligible.
There is no doubt about that because they do have income below the$110 in the bill and they also are severely disabled. So then we are
dropping, then, down from the million down to $100,000. It just
doesn't seem logical.

Senator RlcHAmesoN. Well, I do not find it surprising, Senator,
that there are as many as a million people in these categories who
have assets or who have a spouse with income or who otherwise do not
want to apply for assistance. In the case of an old person living in the
home of a daughter or a son, that old person may have a very small
cash income and yet not be in a position in which he could apply for
old-age distance.

The Social Security Administration is part of HEW, and the statis-
ticians in the various parts of HEW talk to each other. I am sure that
these considerations have entered into the projections, but if you would
like to have a more detailed explanation, I would be glad to put one
into the reoord.*

Senator FANNIN. I would appreciate it because, Mr. Secretary, I
just speak from experience. As a Governor I had some very sad illus-
trations of what I am talking about. We are talking about the young-
stars, the young people, and about their parents, and being wil ing to
take over the obligations of poxent. I witnessed many cases where
the parents would dispose of their assets in order to be eligible and
perhaps give what they had to the children and later on the children
wouldn't be even willing to take care of them. This was not just an iso-
lated case. We had many cases like that that came to my attention. So I
am concerned about this, especially when you reduce it down from 1
million, really 2 million, down to 100,000 or in the category we are
talking about, a million down to whatever figure it would be, less than
100,000. So I am concerned about that. I just wonder about it.

This morning-
Senator BYRD. Would the Senator yield-
Senator FANNIN. Yes.
Senator Bym (continuing). For a question at that pointI

VW. DqPwf t. romo oem in apVenex C, p. 118.
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COMPARING SOCIAL SUGURITY BENErT WITH WYLFAPIC PAYMEWM'S

Mr. Secretary, as I understand it, each aged individual would be
guaranteed $110 a month which means that a man and wife would be
guaranteed $220 a month. Now, am I clear what happens on social
security cases? Under social security a person gets $110 a month, a
person who has worked many years, and he retires, he gets $110
a month and his wife just gets 50 percent additional which makes $165
a month.

It appears to me-and maybe i am wrong about this-that a person
on public assistance, a couple on public assistance, would receive $220 a
month but a person who has worked and paid into the social security
fund for a long period of time and then retires and begins to draw his
social security benefits, he and his wife will only receive $165 a month.

Why wouldn't it pay him, if that is correct, to go on welfare in-
stead of taking the social security benefits?

Secretary RIcmiasoz. The first point to be made, Senator, is that
generally speaking all employees do contribute to the social security
system. Their employers contribute to it, too, and when they retire
they get whatever level of income the system provides. The average
benefit for retired people under the legislation now before the com-
mittee would be $218 for a retired couple. The maximum benefit is
somewhere around $280. If the husband hadn't worked very long
under the program, or if for some other reason the couple was at the
very bottom end of the benefit scale, the couple's benefits might have to
be supplemented by old-ace assistance. This has been true ever since
both systems were established. But it wus, as you know, the hope of the
draftsmen of the Social Security Act, which from the beginning in-
cluded both retirement benefits and old-age assistance, that the old-
age assistance caseload would go down as the social security system
matured.

It is true that the old-age assistance caseloads have slowly declined
but there has always been a very significant number of people whose
social security benefits were supplemented by old-age assistance, and
there has always been a certain number of women who never worked,
and whose source of support-a brother, perhaps-has died, and who
have been covered under old-age assistance.

These caseload projections, I would say-and to Senator Fannin,
also--are quite reliable. There is nothing new or particularly radical
about the $110 minimum benefit proposal. The committee and the
House Committee on Ways and Means have used similar devices to
calculate the level of old-age assistance benefits.

Senator Bymw. The point is that a person entitled to $110 a month
social s=rity after working and paying part into the fund and he is
entitled to $110, his wife is entitled to only 50 percent of that amount
so thb two together are entitled to $165, but under your new program oi
public assistance, every individual would be guaranteed $110 which
means those on welfare, a couple on welfare would receive $220 as
compared to $165.

Secretary RICnHAmo. I think you are using figures on current
social secuity benefits----

Senator Bymr. That is what I am using, current figure&



719

Secretary RICHARDsoN. I hope the committee will recommend and
the Senate will enact the social security bill pending before it concur-
rently with the family assistance plan, so that a new schedule of social
security benefits will be in operation. Under the new schedule the
average benefit would be $218, and the maximum would be quite a
lot higher.

Senator ByR=. What would be the minimum under your new
proposalI

Secretary RICHADSON. For an individual, the minimum would be
$67.20.

Senator B-w. Under social security?
Secretary RICHARDSON. Yes.
Senator Bmn. And his wife would be entitled to 50 percent -f that?
Secretary RxcHAmoSN. Yes.
Senator Bym. Or have you changed the 50 percent formula?

tary RICHARDSON. That is still the same.
Senator Bw. You have not changed the 50 percent formula?
Secretary RICHARDSON. No.
Senator BYRD. You have a 100 percent formula for the welfare

recipient but you have a 50 percent formula for the social security
beneficiary I

Secretary RICHARDSOs. Well, Senator, we are talking now about-
Senator Byn I am just asking for the facts, not the reason for it,

just the facts.
Secretary RIcuAPwONo. One program is a program on which eligi-

bility is predicated on need. The other is a social insurance program;
under it, one can draw benefits even if his income is a million dollars
a year. One is related to a determination of all other current income
from other sources, %nd the other is -work related and depends upon
the length of coverage and amounts of contribution.

The philosophy ol the two programs is quite different. If the com-
mittee concluded that it wanted to provide twice the covered em-
ployee's benefits under social security for a husband and wife, it could
do so at the minimum end of the scale, but at some increase in the
social security withholding tax.

Senator BRD. I am not speaking of the reasons. I am just trying
to understand the fact. As I understand it, as I visualize it, most
couples, not all couples, but most couples would do better to disregard
their social security, go off social security and go on welfare.

In that connection I ask unanimous consent that-
Secretary PaHARDSO. They are not free to. They are required to

pay into th social security system as long as they are employed. And
if social security benefits are available to them the amount of those
benefits is taken into account in determining how much they can get
in welfare payments.

Senator Bnw. I understand that That is part of their own money
coming back to them, part of their own money coming back to them.

Secretary RicmumHsow. Yes.
S&,ator Bxm. I ask unanimous consent to insert in the record at

this poit be "ing at line 18, page 863 of yesterday's transcript,
throigh line 11 an ptgs 889

Senator AxmmsoN. Without objection that will be done.
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(The material referred to follows:)
GUALgAPrTl MINIMUM INCOME YOt THZ AGED

Senator Bynu. Now, Mr. Secretary, the bill would require States to assume a
minimum, a guaranteed minimum, income of $110 a month for each aged person.

Secretary RICHAzDsoN. Yea
Senator Banw. This would mean a benefit for a couple of $220 a month.
In our social security program the benefits per couple are 150 percent that of

an individual. Few, if any, couples today receive social security retirement bene-
fits as high as $220, as I understand it.

What is the reason for having welfare benef.4t for a couple twice the amount
of benefits for an Individual?

Secret ary Riex eN. Well, the reasoning behind this, an I understand 'it,
Senator, is that the social security benefits are a basic income protection for
familli, who, in many cases, would supplement those benefits through various
forms of private savings or through pension programs.

The $110 amount that is contemplated under the adult categories is an amount
that would be payable only if the family had no other income at all. In fact, if
the family were receiving as its only other income the minimum social security
benefit, then that amount would be supplemented under the family assistance
program.

Senator Bran. Is this statement correct: The bill would require States to assure
a guaranteed minimum income of $110 a month for each aged person?

Secretary Rox Iieow. Yes, that is correct.
Senator Binw. Then your response to my previous question would certainly

Indicate to me that those on welfare will receive a preferential treatment as com-
pared to those on social security.

Secretary RzozmnDsoN. Well, I can rmly repeat, Senator, this is the maximum
benefit They do not get $110 automatically. It means that if they have no other
income at all they would receive $110.

Sector Brma. So a couple would receive $220, whereas if a couple were on
social security they would receive $110 plus 50 percent of that, which would be
substantially less than the $220.

Secretary oL oN. This is true. The difference is the difference In the
character of the programs One is designed to be a contributory, work-related
system.

Senator BYm. Not work-related for the social security when you are pre-
vented by law from earning over a certain amount of money. You are not sup-
posed to be working, you are not supposed to work once you are on social
vsecurtty. The law discourages you from working.

Secretary RICHARDSON. The administration's social security proposals do in-
crease the opportunity for earnings.

Senator Bran. But it discourages you; the new program that you recom-
mend, plus and including the present program, both discourage working on the
lart of those who draw social security, does It not?

Secretary RICHARDSON. No. We propose both to raise the amount that an
Individual could receive without any loss of social security benefits, and to per-
init the individual to keep half of earnings above that. This is a recommenda-
tion about which I testified before the committee.

Senator BRD. Well, the whole endeavor Is to discourage people from work-
ing when they draw social security. Otherwise, why not take the limit off? Why
put the limit on, anyway?

Secretary RzcHARDsoN. Well, the reason for that, Senator, is in the funda-
mental conception of social security benefits as being insurance against a loss
of income as a consequence of retirement, disability or, in the case of a wife
and children, the death of the family breadwinner. In that sense it insures
against these losses, and so the question Is whether the Individual is retired
or not.

It In not designed to encourage him to retire. It is designed to help supplement
or offset the los of income if he does retire.

This to why the test has always been referred to as the retirement test.
Senator BimL The law has been and is now, and even under your pwosal, to

discourage people from working once they draw social security.
Otherwise, why do't you take the limit off? Why do you recommend the limit?
Secretary RIxaRDsoN. Well, I can only repeat, Senator, that the reason for It

Is not to dtourerag work The reason in that the program bas, from the begin-
nIW termIed contributed calculated actuarially, for the purple of pro-
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riding certain kinds of insurance, "nd one of thee is insurance against the loss
of income that result when a person retires.

Sector BYm. How much can a person eurm now and not have his social secu-
rity reduced, $1,600, Is it not?

Secretary RxOAnzsoN. $1,680.
Senator Byan. $1,680.
What do you recommend that it be?
Secretary RICHA uSON. We initially recommended that it be increased to *1,800.
Senator BYAD. So you recommended the increase to $1,800 and after which they

would lose a part of their social security benefits; is that correct?
Secretary RICHARDSON. Yes, they would, in effect, lose half.
Senator Bmuw. Why do you recommend $1,800? Why don't you recommend

taking off any discouragement at all?
Secretary RxcHAaasoi. For the reasons stated, Senator, that the program is

an insurance program, not a welfare program.
Senator Bawx. That is exactly right
Secretary RICHADSON. It means, therefore, that the program from the very

beginning, in the case of income benefits for people over 65, has been predicated
upon their retirement.

Senator BYm That is right.
Secretary RIcxAasox. If they are not retired, then, by definition, they should

not be drawing any benefits.
Senator Bran. That is correct But you mentioned a moment ago that the

reason the welfare recipients would draw more--the welfare couple would
draw mo--than a couple not on welfare is then you envision that they would
go out and earn some money.

Secretary RicHAmmo. No; I do not think I said that. I said that the dif-
ference Is in the cone~ of the programs.

Senator BYRD. It is entirely different concept, and that is why I am just try-
ing to get clear in my minud as to what we are doing here or what you are rec-
ommnenD1ing we do Is that you give a preferential treatment to aged couples on
welfare over and above what treatment would be received by those on social
security, and your answer to that Is, as I recall is, in the affirmative.

Secrntary RxcHazosoN. Well, the one thing I think we should straighten out
is that the combined $110 payments to each of an elderly couple would, for
most couples, not be more than the OASDI benefit in the law which Is also
before you.

Senator BYRD. Is it not correct that the benefit of a couple is 150 percent
of an individual?

Secretary RxcHADaSON. Under OASDI?
Senator BYRD. Under the social security program.
Secretary RIcsAuwoN. Ye&
Senator BYRD. Well, under your proposal In regard to welfare it would be

doubled. I am not arguing the point. I Just want to establish the fact.
Secretary RxCHAXOow. Well, the reason for it, as I understand it-
Senator BT=. We know the reason for It. It is a fact, is It not?
Secretary RicHameON. It is, Senator.
Senator Byw. All right.

Senator Bin. One other brief question, Mr. Secretary. You were
going to supply for the record a reconciliation of the past and present
cost estimate. Could we have those this afternoon?

Secretary RicHAwsox. That will be submitted to you in the morning.
Senator By=. Tomorrow morning!
Secretary RicitAmsoN. Does the committee meet tomorrow morn-inr, Mr. Chairman?
SeuatrAwiesox. I do not know. If this is available at the time,

please submit it.
Secretary RIcHavwoN. I know you have not received the reconcili-

atiou yetWe owe it to you but we could not get it here today. We
will have to do it tomorrow morning.*

0 M material referred to appears on pp. 548-550 of this volume.
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Senator BnRD. This goes back severaA weeks. I began to wak for it
last week, but the committee asked for it some weeks before that. I
realize that it sometimes takes time to get these matters out, but I am
very anxious to get these figures. I think the committee is entitled to
have them.

Secretary RcHARDsoN. No question about that, Senator.
Senator Bym You plan to submit it to the committee and Io me

tomorrow morning, you sayf
Secretary R1cHARSON. Yes.
Senator BYRD. Thank you.
Thank you, Senator Anderson.

ADOMION rrATURES IN THE BILL

Senator FANNIN. Mr. Secretary, I notice that there many com-
plexities to this matter and one, your statement on the social services
s&tion of the revised bill, page 27 of your July 23 revised statement,
you propose that these services would bring together children needing
adoption with potential adoptive parents across the country and even
establishing use for similar efforts in other nations.

What do you have in mind with respect to other nations? I am curi-
ous about that.

Secretary RICHADSoN. This involves the kind of adoption programs
that you have all seen publicity for, inclucting Korean and Greek or-phns, and so on. It is a way of trying to insure some consistency of

information and responsibility for the way these things are handled.
Senator F NIx. Do you contemplate U.S. parents adopting chil-

dren of other nations or parents of other nations adopting children
from the United Statesf

Secretar RICHARDSON. It would mostly be, as far as I know, citizens
of the United States adopting children from other nations. I call to
your attention, Senator, the footnote reference on page 115 of the
committee print, which is to a statement in the text to the effect that
the Federal Government would assume support for the Adoption Re-
source Exchange of North America, called ARENA for short. The
footnote points out that ARENA was established by the Child Wel-
fare League of America, a private organization, in 1967. Its purpose
is to bring together for adoption those children for whom public and
private adoption agencies can find no adoptive families, and families
for whom agencies have no children. This agency makes the adop-
tion agencies of North America a part of a large network of adoption
resources. As pointed out on the following page, it is operating a
demonstration project financed by foundation grants and a contract
with the Bureau of Indian Affairs.

Senator FANmI. Mr. Secretary, I am vitally interested in this mat-
ter concerning the B,.reau of Indian Affairs, because as you probably
know the children can not accept full adoption in many cases, or
they lose their tribal status. This creates a problem. I just wonder if
there is any special provision that could be made or is made in this
instance? In otherwords, a Navajo child that is adopted-now, many
of the children are brought into the families and are taken care of by
families, but they are not truly adopted legally because of that re-
striction. I am just wondering what can be done in that regard, be-
cause we have a great number of children on the reservations who
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could benefit greatly by having the opportunity of adoption, but
still receiving the car. that. would come through adoption, hut unfor-
tunately, because of legal restrictions, they cannot be adopted.

Secretary RxiCmmsoN. We would certainly want to pursue this
question further. I think it is one of the aspects of the whole problem
which is the subject of inquiry in the demonstration project now being
carried out under the contract with the Bureau of Indian Affairs. In
any case, as the text explains, we do think that it is important to
provide a grter degree of Federal leadership in this entire area.

Senator FANMX. Well, I agree with that. But we do have that par-
tioular problem and I would appreciate an answer if you can get it for
me as to what might be done in this regard, because I think it would
perhaps aid greatly in assisting in this very serious problem we have on
the reservations.

Secretary RICHARDSON. May I ask Dr. Edward Zigler to supplement
our answer to this question, Senator? He is the Director of the Office of
Child Development in HEW.

Senator FANNIN. Yes
Dr. Ziozm Senator, we have now gone beyond the ARENA contract

with the Child Welfare League in examinin the problem of Indian
children in particular. I have-had a meeting with tribal representatives
in the past week to set up a special advis6ry committee to inform me
about the precise matter that you are discussing. We are establishing
in the Office of Child Development a division concerned with vulner-
able children and very high on its priority list is a concern with Indian
children. We are trying to devise mechanisms that will deal with ex-
actly the questions you have raised.

Senator FANNIN. I appreciate that and I will be very, very anxious
to hear the outcome, because it is important.

When we were talking about this problem, in the 1967 Congress, they
increased the authorization for Federal grant for child welfare services
to $110 million. In his 1971 budget, the President requested another
$46 million for these services, which 'include foster care. The bill now
proposes raising the appropriation for foster care services by $150 mil-
ion. Now my question is we have not utilized the $64 million already

authorized in pelaw. I just wonder why the increased request when we
have not even utilized that one. I am not saying that it should not have
been utilized, but I am just wondering what the program would do in,
tris regard that would bring about the need for that amount of money.
If it is needed, fine, I agree it should be furnished. But since we have
not ued the $64 million, what changes will be made?

Secretary RIcHw soN. I think it is important, first of all, to em-
phasize, Senator, that we are dealing here with an authorization bill.
We are dealing with a bill which would consolidate existing authority
under the Social Security Act, and lay a new foundation for better

grated child welfare services, foster care services, adoption services,
and so on. Beyond that, I would like, with your permission, to ask Mr.
Simonds to tell you what kinds of opportunities he sees for the im-
provement of services in these areas

Senator FAY xn. Thank you, Mr. Secretary.
Mr. Smoxm Senator, the $110 million you referred to was an

authorization only.
Senator FAmNm. Yes.
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Mr. Sicomms.. To date, only $46 million has been appropriated.
That. $46 million is totally allocated to the States, and it is being used
broadly in the child welfare field by the State agencies.

Only a very small portion of that money actually goes into foster
care. We estimate that of total foster care expenditures, the Federal
share is only about 2 percent.

We also have an appropriation under AFDC, title IV-A of the
Social Security Act. The total Federal share of foster care there is
about 8 or 10 percent which is still a much smaller share than we have
in other categories of social services. Hence, the administration's pro-
posal increases substantially the Federal share of foster care.

The expenses of about 274,000 children in foster care are financed
through public agencies. We estimate that another 60,000 to 80,000
children can use and should have foster care services. The States are
quite desperate in their need for more and better funding in the foster
care field.

Senator FANN IN. Well, I agree. I realize the problem that we have.
Of course, we have a particular problem because we do have the larg-
est number of our American Indians, and if it could be expanded, I
think it would be very beneficial, because the children are certainly
suffeiing from not having the proper care at the present time. It is
something I am slightly interested in and I would appreciate more
information if you have it.

Along that line, in section 205(a) through (f), page 114 of the bill,
Mr. Secretary, it requires the States not to spend less for social services
than it spent in fiscal 1971 under a State plan developed jointly with
the Secretary provided in part (b) of title IV, the child welfare
services program.

Mr. Secretary, does this mean that the States will be required to
spend only the amount needed to match Federal funds under this
program, or under that program ?

Secretary RICHAm)soN. The clause you point out, Senator, is a
maintenance-of-effort clause; it is designed to insure that States do
not decrease their present endeavors. But the general thrust of the
program is to encourage them to expand their activities. The fund
proposed here would provide an opportunity for the Federal Govern-
ment to make available larger sums in matching the States increased
effort

Senator FANNIN. I understand that, but you are talking about in-
creased efforts Are you saying that the States could not just simply
substitute Federal funds for State funds, then, in that regard#

Secretary FacHAmeoN. Yes; exactly.

PWORITY PLCRD ON STrAFING FOR SOCIAL SEVICZS

Senator FANINI. One item-I know we have touched on this. But,
Mr. Secretary, in section 2005(a) 2(c) on page 113 of the bill would
require Statis to give priority to staffing for the social services pro-
gram to persons on welfare. I am just wondering what is the purpose
of this remen

Secretary 1bHAcmox. It is to implement our expressed desire to
asist people who are receiving family assistance to become self-
supporting if possible.
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Senator FANNIN. Well, now, I am talking about priority of staffing
of tile social services program to persons on welfare Are we talking
about the employment that would be involved in that regard I Is that
what you are referring to in your answer I

Secretary RxCHmumDo. On what page is the section you are referring
to?

Senator FANnN. Section 2005(a) 2(c) onpage 113 of course, I
am thinking about the advantages that couldaccrue as far as the
public is concerned. I am also thinking about the quality of the serv-
ices that could be performed if the people are in a position where they
could work advantageously, I would agree with that. But I am just
wondering how far we can go in this regard and still maintain the
proper personnel to take care of the problem.

Secretary RicHAR. o
?
; . I see, Senator.

Senator FANxIN. I understand thnt, but I-
Secretary RIcHLmxo?;. We are trying here to accomplish two ob-

jectives. One is to provide gainful employment to people who are
registered for jobs under the family assistance plan. The other is to
provide services which we might not otherwise be able to provide.
One example is in the day care area: A mother whose own children

are in scol is registered under the family assistance plan and given
some training which qualifies her, if not to run a day care center, at
least to assist in the supervision of children at the center. Having com-
pleted her training, she could be employed in helping to take care of
the children of other mothers. This is the sort of thing we have in
mind.

There are some kinds of counseling services, to cite another example,
in which an intelligent and adequately instructed person could help to
advise other people receiving benefits about available sources of help,
advise them in miaki better use of their family budgets, and so on.
This is the sort of thing we want to encourage. eople receiving fam-
ily. can often reach the mothers or homemakers in other
recipient families more persuasively and at a better level of commu-
nication than a trained social worker can.

Dr. Zigler points out to me that we have learned a lot from Head
Start about how to use mothers in the neighborhood effectively.

Senator FANNI. Well, Mr. Secretary, I agree and I think it would
certay be h Wy beneficial and a o'xmmendable program if they work
within r ilities. But when you talk about counseling and so on,
I do not know many instances-perhaps they would qualify, but I
think you would be getting into dangerous tenitory.

Secretary Rx1ciumsN. Could I ask Dr. Zigler to supplement my tes-
tiniony hereI

Senator F~xiin. Yes,
Dr. Zxamz Senator I have examined for the past 5 years the role

of the nosprofemsionai and the paraprofessional in social services. I
shar your concern that by placing so much emphasis on hiring the
poor, we may surround the poor with inadequate services. I think
that we diM9vered in Head Start a moderate course which we could
extesUdtothis entire program

I think that the secret we have learned is that these people can make
an important contribution, providing that they are given the necessary
gaining and that we devise institutions that will allow them to do so.
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Senator FANNIN. I thank you very nuch and I agree that if they
are doing work within their bilit ies, I would certainly favor this pro-
gram and I am delighted to hear of your experience.

Thank you very much, Mr. Secretary.
Secretary RIcHARMSON. Thank you, sir.
Senator ANDERSOK. Senator Curtis.

COMPARISON Or FEDERAL COST OF PUBLIC ASSISTANCE FOR 1972 UNDER
CUtRRNT LAW AND FAP

Senator ByRD. Senator Curtis, would you permit me to make an
insertion in the record at this time?

Senator Ctns. Sure.
Senator BYRD. Mr. Chairman, I ask unanimous consent to insert

in the record a letter which I received from the Secretary today, alongwith a chart giving the projected or estimated costs of the administra-

tion's program for fiscal year 1971, and also for fiscal -,ear 1972. I
appreciate the Secretary submitting this to me and f L; Jhe record.
HIs letter is not dated, but I assume it should carry the aate of today,
Mr. Secretary.

Secrtay RmL RON. It is not dated?
Senator B . I assume it carries today's date.
Secretary RICHA soN. Yes; it does.
Senator BYsD. I just point out for the benefit of the committee that

instead of the $9.1 billion which the committee has been working on,
the total projected cost for 1971, fiscal year 1971, is $10.8 billion, and
the projected cost for fiscal year 1972 is $11.8 billion. I ask unanimous
consent this be inserted in the record.

Senator ANDsasox. And without objection, that will be done.
(The letter referred to follows:)

THE SECRTARY OF HEALTH, EDUCATION, AND W.IFAZE,
Washi4ngtont, D.C.

Hon.sH. i P. By, Jr..U.I& 8tme,
Wah4stos, D.C.

Dras SzxAvm Bn u: During the current hearings of the Senate Committee on
Finance, you asked for a comparison of total Federal costs of Public Assistance
In Fiscal Year 1972 under current law and under the Administration's proposed
Family Assistance Plan. As you know, projections of maintenance payments for
PY 1972 appear in the Committee print, but certain other Items do not. I said
that tieso figures would be provided for the record, and also promised to send
copies directly to you. These materials are attache. _

-You will note that under the Administration's proposals, the projected FY
1971 comts are $10.8 billion, not the $9.1 billion shown on page 23 of the blue
pamphlet prepared by the Committee staff. This is because the $9.1 billion figure
Includes only the new, additional costs of non-maintenance payment items, such
as administration. The $10.8 billion figure includes total program costs. In the
attached table, the additional cost of the Administration's proposals over ex-
penditures under current law are shown, Item by Item, In a separate column.

You also asked about Medicaid. The estimate of total Federal Medicaid pay-
merts for FY 1971 s $8.0 billion: the estimate for continuation of the current
Medicaid program In FY 1972 is $.2 billion. We are committed, as I'm sure
you recall-, to proposig a Pamily Health Insurance Plan which will not increase
Federal expenditum over and above what we would spend under current law.

I sincerely hope that this answers your request, and I apologize for the delay.
I look forward to working with you and your coleagues on tWas very impoetnt

ELLIBXH&ZnaON,
V;ewaet"r.
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COMPARISON OF COSTS OF MAINTENANCE PAYMENTS, RELATED SUPPORT ACTIVITIES, AND FOOD STAMPS
UNDER CURRENT LAW AND ADMINISTRATION PROPOSALS

fin billios of doillrsi

Fiscal year 1971 Fisal year 1972

Currant H.R. 16311 Current H.R. 16311
M11lntasamc payments low as amended Difference law as amended Difference

Pinmes t --------------- 4.2 ............ 4.1 ...........

.etes---- ............ 11 ............

Sub -.-.................... -2. 5.0 2.2 32 5.0 1.8
FlymeItai a Whoe............2.2 2.8 .6 2.4 3.0 .6

"S:::use........... -.........- ) __. (1) .1 .I

Te malnteance pay"ets. 5.0 7.3 2.8 3.6 8.1 2.5

Mille acfiww":
t------------------ .3 .6 .3 .3 .6 .3

Trlla................-.-.1 .3 .2 .1 .3 .2
cmId com -------------------- 1 .5 .4 .1 .5 .4

Te.tat roaoeda upo tacvet.. .5 1.4 .9 .5 1.4 .9

TOW, meflieace payment
o p d activ is ...... S. 9.2 3.7 6.1 9.5 3.4

Food m---p ...................... 1.2 1.6 .4 1.9 2.3 .4

Grand t ................... 6.7 1.8 4.1 .0 11.8 3.8

No-4eed tmp costs for both vurren law and H.R. 16311 asme enactment of the adminitrat)o's proposed food
upamobtloo. Addtltlosty, since wt floal year 1972 Presidet's bg has not been propred, estimates for training

com m bssi an WMcodauemption.

Senator Bmn. For fiscal year 1971, the grand total is $10.8 billion.
For fiscal year 1972, it is $11.8 billion.

Senator WLLAMS. The fire that passed the House was projected
at $8.2 billion, is that correct?

Senator Brw. I am not certain what the figure that was passed by
the House. '

I thank the Senator from Nebraska.
Senator Cum's. You arwe most welcome.

FEDEAL-STATE COST SHARING FOR SOCIAL SERVICES

Mr. Secretary, are these social services provided on a cost-sharing
basis with the State, or is that entirely Federal planning?

Secretary RicHWWsox. They would all be on a cost-sharing basis.
Senator CURTIs. What would be the percentage?
Serbtary RiCHAksON. The percentage vanes. The basic Federal

matwhin1 share is 75 percent under existing law. We would close the
end on Federal contributions by providing only a particular appro-
priated sum in a given year, as distinguished from what we do now,
whch is topay 75pe nt of whatever the States elect to expend.

Senator Crs This would be 75 percent, but it is not open end, is
that right f Seventy-five percent Federal, but it is not open endI

S rWY RICHAMSON. It is not open ended as we propose it, no.
Senator Cur Now, I have some questions about the social services,

but in connection with dealing with the States, I would like to ask
you a couple of questions: One, how are the States going to be com-
pelled to continue the State supplement that we have taked about?
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Secretary RICHAIwsON. The States establish their own benefit levels
now. They have shown no tendency to decrease them, and we have
supposed that they would at least maintain aggregate benefit levels.

Senator Cumis. Ye& But are they not required to continue the
State supplement

I thought they were required to continue State supplement.
Secretary RcAHwesoN. They are; that is u condition of their re-

ceiving grants under the services program or the basic cash payments
program. This is on page 26 of the bill, section 453:

In order for a State to be eligible for payments pursuant to Titles V, XVI, XIX,
or XX, wth respect to expenditure for any quarter... it taust have In effect an
agreement with the Secretary under which it will make surlementary payment,
as provided In this part, to eny family residing in the Statt. other than a family
In which both parents of the child or children are present, and neither parent isIncapacitated.

Senator CuRwm. And that is enforced by empowering the Depart-
ment or the Secretary to withhold all Federal funds for several pro-
groms, is it not ?

Secretary RICHARDSON. Yes.
Senator Cuirris. Is this requirement for a limited number of years,

or is that from now on when the Federal law is changedI
Secretary RICHARDSON. That presumably would apply, Senator, as

as long to the law continues in effect, The other side of this requirement,
of course, is the hold-harmless clause which we previously discussed.

Senator Curs. And would the grandfather clause that would be
in this proposed act, that would be binding on the Stakes, too?

Secretary RICHARDSON. Yes. I caution you, though that we have not
written the statutory language for the grandfather clause yet. I think
we would very well write it in a manner that would permit a State, if
it chose to scale down or to eliminate the UF category, to do so at its
own option. We are trying to mitigate the impact of language sub-
mitted to the committee" in June that would eliminate any Federal par-
tic ipation in supplementation to the unemployed father category.

Senator Wuau.ms Would the Senator yield at that point ?
Senior CuRns. Yes.
Senator WILLAMS. That raises a point. We have had two or three

Governors call and ask how the grandfather clause would work end
also how some of these other proposals will work. Would it be possible
for you to submit to the committee, to the chairman of the commitee, in
written form, all of your recommendations both as to grandfather
clause or any other changes that you might have suggested that you are
going to send, so that we can have them printed as a supplement to
your earlier report Then when the public witnesses come to testify,
they will know the exact language of the proposals you are nai

Secretary RICHARDSON. Yes; we will do that just as soon as possible.
Senator Wmu.xs. Could you get that to us early next week ?
Secretary RICHARDSON. On the grandfather clause provisions, yes.
Senator WILLJAMs. No; I meant when could you get all of w'iatever

changes and amendments you want to your amended version so we
could have them printed as a supplement ? The reason we want thom,
it would help us expedite the dates that we get to some of these other
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Secretary RICHARISON. We can get to the committee early next
week, any language changes that have been identified in one way or
another in the hearings. Some requests for data of one sort or another
will take longer.

Senator WirwAms. I was not requesting the data. I am merely sug-
gesting any amendments you might have to the amended version of
the bill, if we could have that so we can have it printed.

Senator MWu.u. If the Senator will yield at that point.
The Senator will recall that yesterday, I asked the Secretary if he

could give us some options and he indicated that he would do so. This
might be helpful information to have at the same time in connection
with the public witnesses.

Senator Wnazixs. Well, yes; that would be, but I was confining
this particular request to the administration's recommended changes in
the bill itself. Then you can submit these options when you consider
them, unless you have one that you are going to specifically recom-
mend. Then we could have before us a clean bill with all the recom-
mendations in it.

Secretary RPcHAmCso . I understand.
Senator Awrzaso R. And without objection, that will be-pirinted at

this point.0
STAFFING FOR SOCIAL SERVICES

Senator CuRIs. Mr. Secretary, with reference to the providing of
these social services, that will require a staff of professional people, will
it not?

Secretary RcvARDsoN. To provide social-
Senator Cuamr The social services?
Secretary PC O. Yes.
Senator Cu . About how many persons are on the welfare staffs

at the local level now I
Secretary RICHAmmON. About 85,000. This, of course, includes

people part of whose work involves a determination of eligibility.
Sector Curi. Not all of those 85,000 are trained social workers,

are they I
Secretary RIcHARDON. No.
Senator Cuwrts. Well, is it not true that there is quite a large per-

centag of the welfare staffs at the connnunity level that is not trained
toprovide the type of services that you envision in this new plan ?

Secretary RORAMsOr. That is true. I think, though, I ought to add
here, Sentor that we are now, under Federal law,bcontributing Fed-
eral funds for 75 percent of State expenditures for social services, the
same kind of services we are talking about here. We have submitted
a port to the committee, which I referred to earlier today, on what
is bming done mader the earlier social services amendments adopted
by the Congress. The so-calkd social services amendments before you
now, would not establish a new kind of service, but a new basis for
Federal participation in the funding of presently available services
and an effort to get States and localities to consider how to integrate
these services ore effectively. The problem, to a large extent, is thefragm-etation of provision of services. That is the really innovative
thrust of the bill.

SAs of Novmber 4. 190, the mater l referred to had not been received from the De-
tmemt M Bsal0, rdiatiou, aad Wilfam
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Do you see the charts on the eagles behind the bench I They were

prepared by Mr. Simonds. I think he could explain, if you would
like . how we visualize this attempt to reduce the fragmentation of
servioes

Senator Cums. I am sure I would be happy to have it and I think
it would be helpful material in this record. he questions I had in mird
dealt with size of staff and whether or not there would be some shift
from the present welfare dispensers, let us say, over to this new system.
Either way 1
. RXQRAai7 N. Welfare offices are now increasingly tend-
Ing to separate payment from the services function. If the family as-
sigAn legation s adopted, that separation would become complete.
Some people now in welfare offices would be absorbed into the local
payment offices set up under the family assistance plan. Others would
ontinue to provide social services through State and local services
offes, It is the social services effort which I think Mr. Simonds could
describe, either now, or at whatever point would be most helpful.

Senator AwDn so. Why not do it now I
Senator Cur-rs. I would be happy to hear it,
(Charts relative to the forthcoming testimony follow:)
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CURRENT FLOW OF STATE LANS FOR HEW PFOURAMS

M E INw~a mooLEVEL

Mr. SIWoD. Mr. Chairman, one of the major thrutsts of the pro-
posal you have before you in title XX is to provide bettor accounta-
bilityr, bete integration of services, and a" simplification of the
administration of the several service programs that HEW funds
One chart shows the present agencies at local, State, and Federal
levels relate to one another; how they are operating essentially in
independent parallel lines; and the limited amount, if any, of coordi-
nation, p lannng, and interaion that takes place at both the local
and State levels You will see that five typical HEW programs--
namely, community mental health centers, local aging councils, the
public welfare system, vocational rehabilitation programs, and the
Public Health S~have their own separate adminisrtive lines,
their own legislatve authority and funding base, and their own
rules and regulations. Only one, public welfare, is, in 21 jurisdictions,
really administered locally. In 33 jurisdictions, the public welfareSis administerL; by the State agency.

In accordance with the regulations laid 'lawn independently bythe various HEW agencies, the local and State agencies develop in-

dependent plana Those plans--in this case five, and there are many
more in HEW-go separately and independently into HEW agencies
for appovl. This provides little opportunity for real integration of
the plans Many States are making a very great attempt to coordinate
their health, education, and welfare programs more effectively. Hardly
a week goes by that we do not hear from a major State official or aGovernor's ofic Mkng for some assistance in helpto reassess their
human services prgrams and better plan for their prospective integra-

The prono before you encourages consolidation. It does not re-
quire consolidation. To assist local officials and the Governors' offices
aes who is doing what in the human services area and how well are
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they doing it, whether they are effective, the bill provides for Govern-
ment assistance grants by the Secretary to local and State elected offi-
cials and to tribal councils in Indian reservations. This provision
would permit the elected officials to develop planning and coordina-
tion capability in their offices which would assist them in pulling
these programs together. The law would permit them to develop a
consolidaW plan, which would move from the local service area to
the State and to HEW for approval, to replace the independent plans
that now exist.

lAst night I was looking at the State of Florida's plans, and I
learned that they are doing pred'ily this kind of thing. The present
law will permit States to attempt it, but until we have authority that
will pwmit a single, consolidated plan to come into the Federal agency,
instead of separate plans, we will have to require States to send in
their separate, independent plans. This limits the degree to which
effective programing coordination can be accomplished.

The current system tends to perpetuate a service program that looks
at people who need help in terms of the specific program one is offer-
ing. It tends to encourage us to define problems in terms of the agency
providing service.

The potential plan permits us to look at the individual human prob-
lem and then draw in, from the areas of services that exist throughout
HEW programs, services tailored to the problem the individual has.

Senator Cuwr In referring to social services, I think of the type
of service when the social worker contacts the person or the family
involved. How does the proposed social services and the reorganiza-
tion shown on the charts fit together? I am not really sure I under-
stand that.

Mr. Sruoiw. The organization really means little unless there is
some positive impact on the life of the person who needs help. J'his
proposed plan permits, as in the case of Florida in the plan I saw
last night, the development of a community-based service system which
has in it all of the progmms that are needed to provide a balance
of services to people with problems, whether they be health, man-
power, education, child care, protective services, parent-child counsel-
ing, or whatever. That prototype provides for one individual contact
point--not two, three, four, or five, among which an individual may
have to shop now-but one individual contact to whom he can relate
and who then puts him in touch with whatever program is needed to
solve his problem.

Senator Curri. I am interested in that, because I have had occasion
several times in the last 2 or 3 years to assist citizens of the District
of Columbia with their problems. It is not uncommon for someone
to go to a certain office and it may be a general welfare office, wait in
lini a long time, and then when he comes near the end, he is told to

another building and see somebody else. That requires another
f missing work.
. SIXOMs. Yes

Senator Cumrm That is not uncommon in the District of Columbia.
Now, how will this reach that problem.

Mr. Sixomm. That situation is not atypical, Senator, and it is little
short of chaotic in some communities, where one has to shop among
several agencies, sometimes scattered across town. It often means wait-
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ing half a day to get the answer. If I may, we have a chart that is
intended to show the chios. Perhaps we can skip that one.

Senator Cums. I want to see the answer. I hav been looking at
the chaos for year

Mr. SxMoxm Right. This depicts a community services center where
therrams are brought together, where the individual-famili

iildren, disle---w er needs help, comes to one center
information and referral service. An individual there responds with
and brings to bear whatever service this individual requires. The serv-
ices are there in that location, or at least, if they are not there in that
location, the applicant is assisted by this person to get where that par-
ticular service is. So they do not ask, as is current practice, for a public
health service or a mental health service or a rehabilitation service,
any one of which, perhaps, can and do provide the kind of services
needed. There is quite a bit of duplication, incidentally, of the services
offered by the different existing service agencies. Under our proposal
these separate service agencies would provide their resources and fund-
ing to the consolidated community services program and services,
would be available on a nonduplicative or a nonoverlapping basis to
the person in need of them.

Senator Cumm. Does this provide, once these social services or spe-
cial services are established, so far as the individual or the family
having a problem, that they just have to contact one personI

Mr. Sixomm. Yes, sir; that is the ultimate goal.
Senator Cmms. But that person or that office will not process their

applications for benefits, or will they just advise them where to go?
Mr. Suroiw. We hope that our better service system would mean

that they can get the answer at that one location to the question of
wha is available to them and whether or not they are eligible for those
services.

Senator Ou So you are providing for a social service for the
individual citizen or the family with a problem, even though the
payment is processed elsewhere, an answer can be given at the first
stop so far as the family or the individual is concerned ?

Mr. Sixoa~ Yes, sir; that is our goal. We have many steps to
take and obstacles to overcome in the process. We do not expect to
achieve the ga overnight, but that is exactly what we envisage.

Senator Cunms. Do you need new law ?
Mr. Smoizs. We need the welfare reform legislation before you.

It would give the State and local agencies the additional flexibility
that they believe they need to integrate their human resource pro-
gram&

Secretary RXcHAmmsoN. Excuse me, Senator; might I interject a
thought here The principal need for a new law pertains to develop-
ment of consolidated plans. You could do this now in theory by fitting
together various kinds of authorities and agencies and thereby set
up this kind of system. But one of the great obstacles to accomplising
this is the multiplicity of Federal requirements that attaches to all
the separate categorical grant-in-aid and project grant programs.
This accounts for the provisions written into this bill that would
permit a Governor to file a consolidated plan, under which the con-
solidated plan of the State would in turn be based upon consolidated
area pbas within the State. This is shown, as Mr. Sinionds is pointing
out now, on the earlier chart.
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furthering consolidation.

I might add, as long as I have interrupted, that we are discussing
an aspect of the whole problem of social welfare services that I saw
from a very different perspective than I saw when I worked in HEW
in the 1950's. When I became Lieutenant Governor of Massachusetts
in 1965, Gov. John Volpe delegated to me responsibility for the gen-
eral supervision and coordination of health, education, and welfare
programs at the State level. It became so apparent in the course of a
few years that it was exceedingly difficult to fit the programmatic
pees together. As a result I became the author at that time of a bill
caed the Community Services Act of 1960, which I brought down to
Senator Lister Hill, among others, and which was introduced by him
at that time. It aimed in the same general direction as the bill before
the committee, namely that of encouraging the State to develop at
the State level aacity to put the programmatic pieces together and
work out a consolidated plan of services. It was designed also to stimu-
late local, county, or muitcipal planning of the same kind. I can only
say that I was delighted to discover that the administration's social
servicesamendmwts were providing new initiatives along very similar
lines and toward the same general objective. I can take not credit at
all for what is before the committee now. It was submitted to the
Congress, I think, on June 23, which was on or about the same time
that I came back'to the Department of Health, Education, and Wel-
fare. But I can certainly reinforce from State level experience the
importance of doing something like this As it is now, if you try to
find your way among the various provisions, programs, and regula-
tions in order to do what is shown on that chart of integrated services
Mr. Simonds was describing, you get lost and frustrated. I believe
that this is an exceedingly important part of the legislation before you.

I would just like to add, Mr. Chairman, a request that the com-
mittee insert at this point in the record a letter to me from Mr. Charles
A. Byrley director of the National Governors' Conference. I would
lie to read one pertinent paragraph:

Propo@Rb contained In the Social Services Reform amendments are partieu-
larly n"Mah in this regard-"this regard" refers to State government plan-

aft nd a apmut tetSteal for welfare services in the administration of
rant iw o is-Speefficlly, the proposals to allow States to submit a con-

uoU6ted HUEW plan" with limited authority to transfer funds between HEW
programs, which would consolidate the mcal servtees program, and proposals
to eneouraW and a t government planning and management of human serv-
ies Ptrams all embody goals long sought by governors and other State

I shall not read the rest of the letter, but that is, I think, pertinent.
Senator ANDxON. Without objection, that will be inserted in

the record..
Secretary RlicAznnox. Thank you, Mr. Chairman.
(The letter follows:)

NATIONAL OoviNios' Oo m ,
W .LV-Ngtow, D.O., JWV 80, I0.

IfSgreswy of H..U&, Zuston, med Welre,iOON406 A. -w

Drm M MWAay: We have followed with interest reent efforts by the
Dqaarti~t~it Health, Education, and Welfare to Improve the administration
of hw grat Prepam Ibm ImP"mn ta plus your recent legislative pro-
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poOKa to encourage and utillse state government planning and management sys-
tem. hold conalderable promise for improving the effectiveness and responsive-
nes ot these program to the particular needs of people iu each State.

Proposes contain In the Social Services Reform amendments are partic-
ularly encouraging In this regard. Specifically, the proposals to allow States
to submit a "onaolMdated HEW plan" with limited authority to transfer funds
between HEW programs; which would consolidate the social services programs;
and proposals to encourage and assist state government planning and manage-
ment of human service programs all embody goals long sought by Governors and
other state officials.

In addition, the progress being made by your r In streamlining the
gra~n-ln-aid program by, for example, eliminating unessential paper work is
commendable.

As you are aware, many Governors have been very active in improving the
planning and management capabilities of state governments. These efforts have
included the establishment of state planning offices and the adoption of Plan-
ning, Programmng and Budgeting (PPB) systems In addition, over forty
States have established uniform planning and service areas within their States
to facilitate the delivery and coordination of state and federal services.

Governors and other state offials are eager to work with both the Depart-
ment of Health, Education, and WNefare and the Congress toward achieving a
greater synthesis of the policy development. planning and management activities
between the federal and state government levels.

My staff and I stand willing to assist you and the members of the Cougress
in any way possible in this endeavor and In further refining the proposals now
under consideration.

Sincerely,
CHAnLus A. Byrtzz.

Senator CuRris Is what you are saying that prior -to the time of im-
proving the services as far as individuals of families are concerned
so that they can deal with one person or one office and get answers, a
necessary step ahead of that is a reorganization of plans within a
State I Is that rightI

Secrtary Rxc.HAU oN. Yes It is not an absolutely indise
step, but it would greatly assist States in accomplishing that o jective.
It is exceedingly hard to do under existing law and what we propose
would go a long way toward facilitating this kind of progress.

Senaior Cu*is. What you propose in order to get those programs
reained, reordered, is brought about by what is referred to in that
chart as Government's a ce, both to the State level and then
again to the local level I

Secretary RICHADsoN. Yes. We would do two thingL First, we
would eliminate the restrictions which prevent a State from sub-
mitting a single plan now for that whole range of services. As it is
now, the State has to submit a group of individual State plans, des-
infating in some cases the public health agencies, in some cases the
State mental health agency, in other cases the public health and welfare
agency, as the single agency responsible for the administration of that
plan: i each case, there are separate matching provisions, separate
requirements that the plan must meet in order tobe approved by the
Secretary of Health, Education, and Welfare, and so on. So the first
thing we are doing, and perhaps the most important, is to allow a
Ste* if it so elects, to submit a single consolidated plan embracing
any combination of health, education, and welfare services. In that
case, the single plan governs. The State Governor, instead of desig-
nating a whole series of agencies each having separate responsibility,
would designate a _single agency. Such an agency might be one of
the so-I umbre agencies now developing in many States with
general halth, education, and welfare respoieibilitieL
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Second, we would couple the authority of the Governor to develop
and submit such a single Plan with authority to transfer funds among
program& This fund transfer may include up to 20 percent of the
amount allocable to the State, but in no case may it be more than half
as much as a given program would otherwise receive.

Senator Cuvr. is that a transfer of 20 percent of the allocation for
administrative purposes or for benefits ?

Secretary RicHL&RwoN. No; I am sorry, Senator. This would not
apply to benefits to individuals under the open-ended program.

Senator Cu'Ris. This is the budget for administering the program?
Secretary RICHARDSON. Yes; but it also includes costs of delivered

services. Take community mental health staffing, for example. We
provide funds under the Community Mental Health Act to help
pay for the staff running the centers. Now, suppose a State felt that
a priority social problem in the State is alcoholism. Here we have a
problem which contributes greatly to the size of the welfare rolls,
to the breakup of families, to the costs of service in mental hospitals.
The State might decide that it wanted to augment the resources of
its community mental health program by transferring funds avail-
able to it under the social services appropriations in this act, title XX,
in order to provide more adequate staff in its community mental health
centers for the treatment and rehabilitation of alcoholics. What we
are saying is that. the State could take up to 20 percent of its social
services funds and transfer this into community mental health as
long as the total transferred into the community mental health pro-
gyin was not more. than half as much as that program would other-
wise receive.

This is, we think, a very important measure in inceasing the flexi-
bility for States in choosing their own priorities under the consoli-
dated plan, %nd again, helping to fit the pieces together more effi-
ciently.

Seiabor Cuwris. Will this plan call for employing additional num-
bers of trained social workers?

Secretary RICHARDSON. It does not demand it. In fact, the concept
is rather to make more effective use of the resources we have by-
cutting down, as you pointed out earlier, the number of doors that
an individual has to knock at in order to get, help. At the first door
in the neighborhood, in a conveniently situated place, there should
be someone who is sympathetic, understanding of human problems,
and also knowledgeable about the capacities of specialized agencies
and professionals--knows where they are, how to call upon them.
The mt frequently called upon services ought to be available in the
neighborhood, in the same place where the counselor and referral
person is. Other less frequently called upon skills and services could
bermore centrally located.

As Mr. Simonds pointed out, all of the programs we now have tend
to have an intake point with someone who is responsible for counsel-
ing and referral. All these separate agencies have people with that,
function. They may have been trained as social workers; they may
have been trained as public health nurses or as vocational rehabilita-
tion counselors. But at the first point of contact with the family
or the individual they are all doing about thesame thing. The thrust
of this is to make more effective use of available manpower rather
than to create a structure that would employ more people.

44-2-70---pt. 2-23
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I will stop there.
Sator Cumis. Finish what you were saying.
Secretary RICHARDSON. I Was just going to say that we think we

would help to bring this about by creating the opportunity for States
to override the restrictions under existing law that force them, in effect,
to compartmentalize services because of the requirements of separate
State plans, separate regulations, separate matching requirements, and
so on. You notice, too, that funding is done separately for separate
training programs and separate research and training programs, cate-
gory by category, across the whole range of HEW programs. We are
not at this stage going to require States to submit consolidated plan-
ning. But we would like to give them the opportunity to do it.

I was going to say earlier that part of the possibility of achieving
this goal, then, depends upon permitting a State to file a single State
plan. The other facilitating factor is providing some financial sup-
port for the development of the planning staffs that are necessary in
order to put the pieces together at the State and the local level.

Senator Ci-yrris. That would be done on a grant basis under the
Government assistance part of these amendment& Is that something
new?

Secretary RICHARDrSON-. Yes, sir; that is new.
Senator '('rrs. How much is authorized for grants?
Secretary RyciiRDSOx. I think we have said there is a proposed

amount for thp first year of $30 million. There is no authorization
figure in the bill as such. But that was our budget estimate for what
we would want in the first year.

Senator CURTIS. Well, the course this takes, then, will depend upon
what the States do?

Secretary RIC.xRDSoN. Yes; it would. May I add, Senator, I just
learned yesterday evening about what your own State is doing in an
area that can be exceedingly important in relation to what we are talk-
i~g about. This is in the development of an accounting system which,
for the first time, enables the Governor of Nebraska to know exactly
what Federal funds from the Department of Health, Education, and
Welfare are being received by all institutions in Nebraska--State,
local and private; hospitals, universities, and colleges, as well as State
and iocal governments. This is through a new plan now being tested
in Nebraska, the first State where it is being tried out, involving a
single letter of credit for funding all of the HEW programs in the
State. Heretofore, the system has been one under which as much as
a billion dollars in cash from HEW has been in the pipeline at a given
time. The use of this kind of approach has already cut this down:
instead of a hundred different channels of money, we have been cutting
it down so it is around seven or eight. But Nebraska is the first State
where it has been cut down to one. This is because the State itself has
an accounting system that can handle it. But it has the side effect of
enabling the Governor of Nebraska, for the first time, to know which
pro in his State are receiving Federal funding through HEW
and all its 260-odd programs. That in turn has implications for the
kind of planning that we are talking about here. It really is a quite
dramatic illustration of what a management tool can itself do in lay-
ing the foundation for the more effective planning and delivery of
ssrvicsL
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That kind of approach now being taken in Nebraska, extended to
other States as it can be and will be In time, and supplemented by the
kinds of authorization and support to State and local government
that are contemplated by these provisions of the services amendments,
can, I think, for the first time make it possible to reverse the process
of proliferation, complication, dispersion, and fragmentation of func-
tions and services that has been going on for the last decade or so.

Senator C(rrs. Now, from the standpoint of the number of em-
ployees, if this is a success, it will require some more trained social
workers, will it not .

Secretary RICHARMSON. It would be a success in the terms that I have
tried to describe even if no more were employed.

Senator CuwRs. Well, what is anticipated?
Secretary' RICHARDSON. We have not made a projection, because we

are really talking about State programs. The employees are State and
local employees. The rates at which the numbers of employees have
been increasing are already quite rapid in some States under the open.
ended matching we have now for social services. I do not think we
have any possible way of knowing how fast the States would want
to expand services. In any case, the thrust is not so much the expan-
sion of services as it is the more efficient use of resources, including the
skilled people we now have.

Senator Cuwris. I do not quite understand how we avoid keeping
this open ended.

The Federal Government pays 75 percent of the cost of social serv-
ices. It would be up to the Stites to avail themselves of grants or to
do it on their own, to reorganize so they can do what they feel is a
better job. Now, if in the course of that, they decide they want more
employees administering welfare, trained social workers as well as
other types of employees, is that a continued open-ended arrangement
as far as this is concerned?

Secretary RxCHARDSON. Not under this bill. The open-ended basis
of the program has resulted in an enormous rise in Federal costs. It
has gone from roughly $300 million or so to a billion and a half
dollars in Federal expenditures in the last 4 years. And a very large
proportion of it has gone to a relatively few States, with California
m the lead. We have somewhere, and will ask one of my associates
to see if he can find it, a tabulation showing average social service
expenditures per individual on the rolls in the States. The range is
very wide, with an average expenditure of roughly, as I recall, $17.
Now, what we have proposed under the amendment before you is an
appropriation to the States of fixed amounts which would be based
in the first instance on what the States are estimated to spend in
fiscal 1971. That amount could then be increased year by year as the
Q= saw fit. But there would be an additional amount, a sort of
eq..u ization fund, which we propose be in the amount of some $50
million in the first year, to help bring the States which are below aver-
age expenditures up to the national average. This would be dis-
tr ated among thoie States on a prorated basis Our proposal is
that the $50 million amount for the first year would be augmented
by $50 million increments over the next 4 years, which N. oud mean
that by the end of the fourth year, the States below the national
average in provision of services would be up to the average. So we
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would, in effect, be slowing down the rate of growth of service ex-
penditures in the two or three States that are spending now a third of
the whole nationwide amount.

The tabulation I referred to is at pege 107 of the committee print,
which showed California with average expenditures per poor person
of $80 at the top of the list. Kentucky, South Carolina, Mississippi,
and Alabama are at the bottom, with $2 average.

My own State of Massachusetts is just $t above the average, at
$15 per person.

If we leave it purely open ended, the States spending the most are
likely to get even further out in front. Federal funds by the require-
ments of the open-ended appropriation, are forced to follow these
States' decisions to increase expenditures. The other States would
fall further behind. The language you have before you would try to
redress this.

Senator Crri s The bill provides for supplying social services
to persons who are not on public welfare, right?

Secretary RICHARDSON. Yes; although except for certain baic
servic&3, they would be expected to pay a fee for services according to
L graduated scale geared to their incomes.

Seaator Cu RIs. What are the social services? Would you enumerate
the principal ones that, we are talking about, that might be extended
to people who are not oipublic welfare?

Secretary RIcHAJ SON. To people who are not on public welfare?
Senator Cunw. Yes.
Secretary RICHARDoON. The ones that most often would be required

in that case would be assistance in a problem of alcoholism, perhaps
family planning, certainly adoption services, sometimes chil place-
ment services, and, depending on how you classify it, some forms of
mental health services. Then for our older people, homemaker services.
You have as good a list as I think is available on the last chart shown.
Some of these, as you can see, are the kinds of things that, could
be called upon by people who are above the level of needing income
support, but still need some kind of help.

Senator CuR Would that be extended to persons above the
poverty level I

SearyRIcmwmso;l. Yes People would not be disqualified from
eligibility for services because the were above it. But, as I said, for
people above the poverty level or the level of welfare eligibility, there
would be fees established. These might, depending on the nature of
the service, be graduated to reflect income.

Senator Cumi That is all I have on this social services part.
Senator ANmD8oN. Senator Miller?

OMISSION OF RESIDENCE REQUIREMENTS

Senator MuAxR. On page 257 of the committee print, 117 of the bill,
there is language in here that I would like to have you elaborate on,
Mr. Secretary. It says that the Secretary shall not approve any such
plan if there is imposd as a condition of eligibility thereunder, any
residence requirement which denies services to any individual present
in the Statt

I preme the source of that language may have been a recent Su-
preme Court decision. But I am wondering how far we go just because
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somebody happens to be present in the State, unless, for example, it is
an emergency situation. What if they happen to reside over in western
Nebraska and they are present in Iowa ? Are they going to be certified
by Iowa in this situation I

Secretary RICIIARDSON. What we visualize here is help to people.
We are not talking, of course, at the moment about income benefits-
which in principle should be available to people who need them. Cer-
tainly among those groups who were visunlized when that language
was written, are migrant workers who may need services while in the
State. And we believe that if the Federal Government is going to pay
75 percent of the bill, then whoever needs help in the State should get
it without reference to where they happen to come from.

Senator MILF.R. I am afraid you bew the question a little bit when
you say whoever needs the help in the State, beause in the example I
give you, I think it could be equally said that the person needs the-help
in the State of Nebraska where they reside. They happen to be over in
Iowa on a little trip of some kind and there they are.

I do not think anybody is going to say they do not need the services.
The question is where are they going to get them? This is a pretty
broad suggestion that just because they happen to be present in the
State, therefore they are going to be covered.

This troubles me.
Now, I do not want to get down to the nitpicking level on this thing,

and I think the migrant worker's problem is one that most of us recog-
nize. But it just seems to me that this ought to be tightened up a little
bit, if not by legislation, certainly by some kind of a statement to the
committee indicating the kind of regulation your Department might
put out.

Secretary RIHAP.soN. We will be glad to look at that more closely.
I think it depends somewhat, Senator, on the nature of the services in
question whether it would be reasonable to send the individual back
home.

On the whole, though, I would imagine that things would work out
pretty evenly between Iowa and Nebraska. Sometimes Iowa agencies
might take care of Nebraska citizens and vice versa.

Senator Cuwris. Would the Senator yield?
Was not the case in court based upon someone who did not have an

established or at least admitted residence elsewhere, and not somebody
who happened to be away from home, who had a residence that he could
return to?

Secretary RICHARDSON. The court cases, I think, involved eligibility
for income maintenance. The Supreme Court of the United States
struck down a requirement of a duration of residency in a given State
before an individual could become eligible for payments.

We have a somewhat different problem here.
Senator Cuws. It was an individual, was it not, who did not have

another residence to which he could return?
Secretary RICHAMsON. I did not know there had been a
Senator CT wris. I did not, either, but I mean there is a difference

between someone who has not been in a new State for a required period
of time and someone who just happens to be away from home.

Secretary Ric.mweom. That is true. In any case, the Supreme
Court, in a case called Shapiro v. Thompson in 1989, struck dowa the
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kind of clause that used to be common in welfare income benefit laws,
to the effect t thL you had to live in a State longer than 6 months or a
year before you could receive public assistance. That is no longer con-
titutional.

I do not know of any court decision that deals with eligibility for
the kinds of services tiat we are talking about at the moment.

In any event. I think the problem would be worked out on a fairly
practical level as to where the best place is for the individual to t;e
.wrved.

Senator MiNfua. Well, I hope something can be done along this line,
because it appeared to me that whoever drafted this provision might
have seized upon that Supreme Court. decision and just decided to
eliminate any consideration whatsoever except presence.

I think that goes too far. A possible approach to reconciling the
problem I have with it would be to permit emergency-type services
to be rendered. I do not think anyone would object to that.'That might
limit some of the problems of abuse that might arise.

You indicated that you would look into it.
Secretary RICHARDSON. Yes.
Senator Mnrar. See what you can give us by way of either changes

in the draft or regulations to amplify it, but I do think the word
"presence" is not What we are after.

(A departmental response follows:)
After seriouE, reconsideration, the Department of Health, Education, and Wel-

fare concludes that the language Incorporating the term "prt-sence" into the
proposed legislation is the only equitable way of treating social services
eligibility.

Substantial differences are involved between these social services and benefits
provided as cas..h payments. While efficient administration and fairness are valid
reasons for requiring resideiicy for cash-benefit eligibility, the same rationale
does not Justify- a residency requirement for noncash services. Such services are
often of an emergency nature and are designed to provide hell) when help is
needed. Language tbat would effectively require Individuals to return to their
home State or go without help would be inconsistent with the purpose of this
pert of the program.

Consequently, the Department recommends that the committee accept "pres-
ence" as the language to be used.

DEFINITION OF DISABILITY

Senator MILLER. Mr. Secretary, the draft bill requires States to
aid any person who has a severe disability leaving the definition up
to the Secretary. I wonder if you would fe good enough to submit
to the committee a draft of the kind of language you would use, prob-
ably by regulation, to define severe disability?

Secretary ]1cu.ARsow. I would be glad to do that.
I will just say that we have in mind the kind of standard that is

aplied now for purposes of disability determination under the Social
urity Act; that is, the disability insurance provisions of that act.

Senator MiL m But you do not use quite the same language as the
Social Security Act.

Secretary 1ICH mON. No.
Senator M.Un. Could you use the same language so we would not

have any problem about differing interpretations if we have prece-
dence under the Social Security Act f

Secretary ]xaRMMow. Yes. Icanot tell you at the moment why
this term was used. There is, of c4", a large body of precedent
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under the Social Security Act for determination of disability. The
determinations, in individual cases, as you know, are generally made
for the social security system by vocational rehabilitation agencies.
This, of course, has the dual advantage of calling upon their expertise
and also identifying for them individuals who could benefit from
vocational rehabilitation services.

Senator MIu.u' I think it would be helpful if we had identical
language so that the precedents could be readily made, unless there
is some compelling reason for change.

Secretary RCHARDSO. None occurs to me. I think the point is well
taken.

Certainly, we would want the precedents to be applicable in both
case&

Senator Mu&m. Thank you.
(The Department subsequently supplied the following response to

the point raised:)
DrmnNITIoN OF DISABILITY

The Department of Health, Education, and Welfare intends to follow a defini-
tion of "disability" that would be very close to that used under title II. The
Department endorses and expects to implement the language appearing In the
House Committee on Ways and Means Bill Report, page 41:

The committee expects that severely disabled will be interpreted to mean
persons whose physical or mental conditions substantially preclude them
from engaging in gainful employment or self-employment. It is also expected
that the disability i one that has or can be expected to last for a period of
12 months or result in death. Thus, the definition of severely disabled would
follow closely the definition now used for disability insurance benefits under
title II.

Your committee understands that all but a very few States use essentially
the same definition of blindness Insofar as central visual acuity is concerned
(i.e., less than 20/200 In the better eye with maximum correction). It accord-
ingly believes that a uniform national definition is warranted at this time.

Senator MILLER. Along similar lines, the bill permits you to define
blindness for determining persons' eligibility. Wouijd you be good
enough to give us the language you propose to use, or do we have a
similar situation here, where we take the same precedents under
other law?

Sereary RICxADON. Yes, I think there is a provision.
I refer to the middle of page 41 of the House committee report. Both

the definitions of disability and blindness are dealt with here. They
say that they understand that all but a very few States use essentially
te same definition of blindness insofar as central visual acuity is
concerned--that is, less than 20-200 in the better eye, with maximum
correction. They accordingly believe that a uniform national definition
is warranted at this time.

I would expect that the Department would adopt as its definition
that which is referred to here and which is being currently applied in
all but a very few States.Senator Muza Thank you.

FAIR HEARTNGS IN PUBLIC ASSISTANCE PROGRAMS

Mr. Secretary, former Secretary Finch testified before us in April
that under HEW regulations, States would be required to make at-
torneys available without cost to welfare recipients, beginning July 1
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of this year. Mr. Veneman stated at the time that the Department
was reviewing that regulation.

Do you know what the present state of that regulation is?
Secretary RICHARMSON. Yes. I will try to restate it. But I think

there are others here who could give you a more reliable answer.
Mr. HAWKINS. We have published a proposed regulation in the

Federal Register and rescinded the one which was to go into effect
on July 1.

Senator MILLER. Do you have the citation of that I Just to save time,
would you be good enough to give that to the staff at the conclusion
of the hearing f

Mr. HAWKINS. Surely.
Secretary RICHARDSON. It does not go quite as far as what was con-

templated at the time of the statement by Secretary Finch. It pulls
back somewhat. But the language will show exactly what. it does.

Senator MiIL. Do you have a deadline date for comments on that?
Mr. HAWKINS. Yes, and I suspect that deadline is just about over.

It was published roughly 30 days ago, shortly before July 1.
Senator Mnium. If you could provide that to the staff at the end of

the hearing, I would appreciate it.
(The material referred to follows. Hearing continues on . 750.)

DEPARTMENT OF HEALTH, nUCATION, AND WELFARE,
SOCIAL REHABILITATION SERVICE

Washington, D.C., May 29, 1970.

PROPOSED REGULATIONS, INFORMATION MEMORANDUM AO-IM-19

To: State administrators and other interested organizations and agencies.
Subject: Proposed regulations on fair hearings In public assistance programs.
Content: T'he proposed regulations relate to fair hearings requirements under

titles I, IV-A, X. XIV, XVI and XIX of the Social Security Act.
They (a) implement the Supreme Court decision in Goldberg v. Kefly, 397 U.S.

254 (March 23, 1970) ; (b) amend current regulations requiring States. effective
July 1. 1970, to continue assistance during appeals that involve issues of fact or
Judgment relating to the Individual case and to provide legal counsel to represent
claimants at fair hearings (the latter requirement is revoked) ; and (c) trans-
fer to the Federal Regieter other policies niow contained in the Handbook of
Public Assistance Administration and revise them to comport with the Supreme
Court decision

Under the proposed regulations, the pre-determination evidentiary hearing,
which is constitutionally required by the Goldberg case, and the fair hearing
before Mhe State agency which is required by the Social Security Act, are com-
bined in a requirement (Section 205.10(a) (5)) of opportunity for a fair hearing,
with continuation of assistance In cases involving individual issues of fact or
Judgment regarding termination or reduction of assistance. Section 206.11 also
provides for advance notice and opportunity for conference with agency staff
regarding proposed agency action to terminate or reduce assistance. Section 20a510
(a) (8) requires provision of Information and referral services to claimants to
help them make use of any legal services available in the community for repre-
seiftation at fair hearings.

Comment Period.-Consideration will be given to comments, suggestions, and
objections submitted in writing to the Administrator, Social and Rehabilitation
Service, Department of Health, Education, and Welfare. 330 Independence Ave-
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nue, S.W., Washington, D.C. 20201, within a period of 30 days from the date of
publication in the Federal Regtster: May 29. 1970.

Itsquirie, to.-SRS Regional Commissioners.
JoHN 1). TWINAME,

Admnistrator.

NoX.-Also attached for review and comment Is a draft statement of criteria
for determining when an appeal involves an issue of fact or Judgment pertaining
to the individual case, as distinguished from an Issue of State law or policy. Such
criteria would be used in connection with the requirement that assistance be (o-
tinued during the former type of appeal. Comments on the draft may be submitted
during the 30-day period.

DrPARTMENT OF HEALTH. EDUCATION. AND WELFARE, SOCIAL AND

REHAJ1IJTATION SERVICE

(45 CFR Parts 2056, 206, 220)

FAIR IIEARING--PUBLIC ASSISTANCE PROGRAMS

Notice of proposed rulemakong
Notice is hereby given that the regulations set forth in tentative form below

are proposed by the Administrator, Social and Rehabilitation Service, with the
approval of the Secretary of Health, iBducation, and Welfare. The Iproposed reg-
ulations amend Chapter II by revising section 20.10, adding a new section 206.11,
and revoking section 220.25. They also implement the Supreme Court decision in
God berg v. Kelly, 397 U.S. 254 (March 23. 1970).

Section 205,10, applicable to the public assistance programs under the Social
Security Act, requires, effective July 1. 1970: (1) continuation of assistance
during appeals from termination or reduction actions that involve issues of fact
or judgment relating to the individual case, and (2) provision of legal counsel
to represent claimants at fair hearings. The proposed regulations retain the first
requirement and revoke the second one. They also incorporate other fair hearings
policies, currently contained in the Handbook of Public Assistance Administra-
tion. and revise them to comport with the Supreme Court decision.

Under the proposed regulations, the pretermination evidentiary hearing.
which is constitutionally required by the Ooldberg case, and the fair hearing
before the State agency which is required by the Social Security Act, are
combined in a requirement (section 205.10(a) (5)) of opportunity for a fair
hearing, with continuation of assistance in cases involving individual Issues of
fact or judgment regarding termination or reduction of asstance. Section 206,11
also provides for advance notice and opportunity for conference with agency
staff regarding proposed agency action to terminate or reduce assistance. Sev-
tion 20&10%a) (6) requires provisions of information and referral services to
claimants to help them make use of any legal services available in the com-
munity for representation at fair hearings

Prior to the adoption of the proposed regulations, consideration will be given
to any comments, suggestions, or objections thereto which are submitted in
writing to the Administrator. Social and Rehabilitation Service, Department
of Health. Education and Welfare, 3W Independence Avenue, S.W., Wash-
Ington. D.C. 20201. within a period of 30 days from date of publication of this
Notice in the Federal Register.

Autbvrlty: 7%e proposed regulations are to be issued under section 1102, 49
Stat. 647, 42 U.S.C 10

Dated: May 8. 1970.
Joux D. TwnhAw1,

Administrator, Social and Rehabilitation Service.
Approved: May 25,1970.

JoHN 0. VNRfMAN.
Acti" Secretaryj.
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1. Section 25.10 is revised to read as follows:

1 205.10 FAIR HEARINGR

(a) late pfn reqvremeait.-A State plan under title 1, IV-A, X, XIV,
XVI or XIX of the Social Security Act must provide for a system of fair hear-
inqg under which:

(1) The single State agency responsible for the program will be respon-
sible for fulfillment of fair bearings provisions.

(2) Every claimant will be informed In writing at the time of applica-
tion and at the time of any action affecting his claim:

(I) of his right to fair hearing;
(ii) of the method by which he may obtain a hearing;
(iii) that he may be represented by legal counsel, or by a relative,

friend, or other spokesman, or he may represent himself; and
(iv) of any provision for payment of legal fees by the agency.

(3) An opportunity for a fair hearing before the State agency will be
granted to any individual requesting a hearing because his claim for finan-
cial or medical assistance Is denied, or Is not acted upon with reasonable
promptness, or because he is aggrieved by any other agency action affecting
receipt, reduction, or termination of such assistance or by agency policy as
it affects his situation.

Under this requirement:
(i) A request for a hearing Is defined as any clear expression (oral

or written) by the claimant (or person acting for him, such as his legal
representative, relative, or friend) to the effect that he wants the op-
portunity to present his case to higher authority.

(H) The freedom to make such a request must not be limited or in-
terfered with in any way, and agency emphasis must be on helping
the claimant to submit and process his request, and in preparing his
case, if needed.

(ill) The claimant must be provided reasonable time in which to ap-
peal an agency action.

(iv) The fair hearing shall include consideration of:
(a) any agency action, or failure to act with reasonable prompt-

ness, on a claim for financial or medical assistance, which includes
undue delay in reaching a decision on eligibility or in making a
payment, refusal to consider a request for or undue delay in making
an adjustment in payment, and suspension or discontinuance of such
assistance in whole or in part;

(b) the agency's interpretation of the law, and the reasonable-
ness and equitableness of the policies promulgated under the law,
If the claimant is aggrieved by their application to his situation;

.(o) agency decision regarding:
(1) eligibility for financial or medical assistance in both

initial and subsequent determinations,
(2) amount of financial or medical assistance or change in

payments,
(8) the manner or form of payment. Including restricted or

protective payments, even though no Federal financing partici-
pation is claimed, and

(4) conditions of payments, including work requirements.
(v) States may respond to a series of individual requests for fair

hearings by conducting a single group bearing. States may only consoli-
date cases In which the sole issue involved is one of an agency policy.
If redpients request a group hearing on such an Issue the State must
grant IL, In all group hearings, whether initiated by the Statae or by the
ekiimants, the polices governing fair hearings must be followed. Thus,
each Individual claimant must be permited to present his own case and
be represented by his own lawyer.

1(vi) The agency shall not deny or dismiss a request for a hearing
except where it has been withdrawn by claimant in writing, or aban-
doned.
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(4) Hearing procedures will be issued and publicized by the State agency
for the dance of all concerned.

(5) Whben a fair hearing, requested because of termination or reduction
of assistance, involves an issue of fact or of Judgment relating to the in-
dividual case (including a question whether State agency ruleii or policiee
were correctly applied to the facts of the particular case), assistance to
continued during the period of the appeal and through the end of the mnnfb
in which the final decision on the fair hearing is reached. (If as'4stanve
has been terminated or reduced prior to timely request for hearing, as-
sistance is reinstated.) Under this requirement:

(i) the hearing decision itself constitutes the determination as to
elUlty and amount of entitlement; such determination may not be
considered to have been made at an earlier point;

( ) assistance is continued In at least those cases where, in accord-
ance with criteria issued by the Social and Rehabilitation Service, there
is an issue of fact or Judgment in the individual cae

(i1i) the agency promptly form the appellant whether assistance
will be continued. A claimant dissatisfied with a local agency determina-
tion on continuation of assistance may request and obtain prompt re-
consideration by the State agency.

(6) Information and referral services are provided to help claimants
make use of any legal services available in the community that can provide
legal representation at the hearing.

(7) The hearing will be conducted at a time, date and place convenient to
the claimant, and adequate preliminary written notice will be given.

(8) The hearings will be conducted by an impartial official (or officials)
of the State agency. Under this requirement, the hearing official must not
have been involved in any way with the action in question.

(9) When the hearing involves medical Issues such as those concerning a
diagnosis, or an examining physician's report, or the medical review team's
decision, a medical assessment other than that of the person or persons in-
volved In making the original decision will be obtained at agency expense
and made part of the record If the hearing officer or the appellant considers
it necessary.

(10) The claimant, or his representative, will have adequate opportunity:
(I) to examJu, all documents and records used at the hearing;
(i) at his option, to present his case himself or with the aid of others

including legal couic"el;
(111) to bring witnesses;
(Iv) to establish all pertinent facts and circumstances;
(v) to advance any arguments without undue interference;
(vi) to question or refute any testimony or evidence, Including op-

portunity to confront and cross-examine adverse witnesses.
(11) Prompt, definitive, and final administrative action will be taken

within 00 days from the date of the request for a fair heariLg, except where
the claimant requests a delay in the hearing.

(12) The claimant will be notified of the decision, in writing, in the name
of the State agency and, to the extent it is available to him, of his right to
Judicial review.

(18) When the hearing decision is favorable to the claimant, or when
the agency decides n favor of the claimant prior to the hearing, the agency
will make corrective payments retroactively to the date the incorrect action
was taken or such earlier date as is provided under State policy.

(14) Recommendations of the hearing officer or panel shall be based ex-
clusively on evidence and other material introduced at the hearing. The
verbatim transcript of testimony and exhibits, or an official report contain-
ing the substance of what transpired at the hearing, together with all papers
and requests filed in the proceeding, and the recommendations of the hearing
officer or panel will constitute the exclusive record for decision by the hear-
Ing authority and will be available to the claimant at a place accessible to
him or his representative at any reasonable time.

(15) Decisions by the hearing authority, rendered in the name of the
State agency, shall specify the reasons for the decision and Identify the
supporting evidence. They shall be binding on the State and local agency.
Under this requirement:
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(1) no person who participated in the local decision being appealed
will Imrticilate in a final administrative decision on such a case;

Iii) th" State agency Is responsible for seeing that the decision is
carried out promptly.

1 16) The State agency will establish and maintain a method for inform-
lg, tit least in summary form, all local agencies of all fair hearing deicisons
by the hearing authority and the decisions will be accessible to the public
(.bject to provisions of safeguarding public assistance information).

417) In respect to title XIX, when the apicul has been taken on the basis
of eligibility determination, the agency responsible for the determination of
eligibility for medical assistance, if different from the single State agency
administering the medical assistance plan, shall participate In the conduct
of the fair hearing.

(b) Federal financial participation.-Federal financial participation Is avail-
able for the following Items:

(1) Paymentu of assistance cotlniued pending a hearing decision;
(2) Payments of assistance made to carry out hearing decisions, or to

take corrective action after an appeal but prior to hearing, or to extend the
benefit of a hearing decision or court order to others In the same situation
as those directly affected by the decision or order. Such payments may be
retroactive In accordance with applicable Federal policies on corrective
payments.

(3) Payments of assistance within the scope of Federally aided public
assistance programs made in accordance witli a court order.

(4) Service costs incurred by the agene., at the applicable matching
rates, for:

(1) Providing legal counsel to represent clients at hearings or in
judicial review;

(it) Providing transportation for the claimant, his representative and
witnesses to and from the place of the hearing;

(i1) Meeting other expenditures incurred by the client in connection
with the hearing.

(5) Administrative costs incurred by the agency In carrying out the
hearing procedures, including expenses of obtaining an additional medical
assessment.

I- A new section 206.11 is added to read as follows:
I 206.11. Advance notice of termination or reduction of assistance.

State plan rcquiremm-O.-A State plan under title I, IV-A, X, XIV,
XVI, or XIX of the sociall Security Act must provide that, prior to
action to terminate or reduce assistance, the State or local agency will
give timely and adequate advance notice detailing the reasons for the
proposed action, and will give an opportunity for the recipient (or his
rmpresntative) to discuss his situation with agency staff, obtain an
explanation of the promised action, and present information to show
that the proposed action Ns incorrect. Tnder this requirement:

(a) at least seven days advance notice of the proposed action must
be given;

(b) the reelpient may speak for himself or be represented by
legal counsel or by a friend or other spokesman; and

(c) the opportunity for conference does not in any way diminish
the recipient's right to a fair hearing. (See I 205.10 of this chap-
ter.)

1. Section 220.25 of this chapter is revoked.
Criteria for determining when assistance must be continued pending a fair

hem ring involving an issue of fact or Judgment:
The regulation In section 205.10(a) (5) provides that when a fair hearing

has been requested because of termination or reduction of assistance, and it
Involves an issue of fact or of Judgment relating to the individual case. in-
cluding question whether State agency rules or policies were correctly applied
to the facts of the individual case, assistance must be continued during the period
of the appeal and through the end of the month In which the decision on the
fair hearing In reached.

This requirement applies to any situation in which there Is an issue of ma-
terial fact affecting termination or reduction of assistance in the individual
case, or an issue of judgment In the application of State agency policy to the
individual cae affecting receipt or amount of assistance. Assistance may, but
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does not have to, be continued if the individual .9i questioning the po4licy of
the State agency or the Federal or State law serving as the basis of the ilicy.
The following examples illustrate the distinction between issues of fact or Judg-
ment and issues of agency policy:

1. Issues of fact or Judgment:
(a) Issues of fact-

(1) The agency proposes to discontinue APT) on the basis that it no
longer considers the recipient permanently and totally disabled. The
State's policy is not at issue, but the recipient claims that he is
disabled under the State's definition of permanent and total disability.
This Is an Issue of fact to be determined on the basis of the evid iice
adduced at the hearing.

(1I) The agency proposes to discontinue AFI)D-V'F to a family on
the basis that the father Is now fully employed because he works 40
hours a week. The father contends that while he works regularly, lie
works from 20 to 30 hours a week but not the amount stipulated in the
State plan as constituting full employment. This is an Issue of fact to
be determined on the basis of evidence regarding his working hours.

(ill) The agency proposes to discontinue assistance to an Individual
on the basis that he is absent from the State and no longer a resident
thereof. The recipient claims that although he is physically absent lie Is
still a resident of the State. This is an issue of fact to be determined ,in
the basis of evidence regarding his intent and other factors relevant to
a determination of residence.

(b) Issues of judgment-
(i) The local agency proposes to discontinue AFDC to a needy family

on the basis that the mother is fully -employed. The mother concedes
that she is fully employed, but claims that State agency policy does not
permit discontinuance on this basis. Agency policy in fact does not
recognize employment of an AFDC mother as an eligibility condition.
The issue consequently is one of judgment whether agency policy has
been applied correctly.

(1i) The agency proposes to discontinue ADYC on the basis that the
absent father and husband has been seen to enter and leave the home
on several occasions. The agency considers that in view of these visits
he is no longer absent from the home. The mother concedes that her
husband visited the home, but argues that he is nevertheless absent
therefrom under agency policy. This is an Issue of judgment.

(iii) The local agency proposes to reduce OAA to an individual on the
basis that a relative is responsible for part of the recipient's support.
The agency Is aware that no support is forthcoming but interprets State
policy to require reduction. The recipient claims that State policy
prohibits any reduction in this situation. This is an issue of judgment.

Issues of judgment will often arise where local agencies have policies or
practices which conflict with a correct application of the provisions in the
State plan. For example, If a local agency as a result of misconstruing the State's
definition of deprivation in AFDC would propose discontinuance of assistance in
all cases in which there Is a substitute father in the home all these cases would
involve an issue of judgment.

In some instances there may be mixed issues of fact and Judgment, or it may
be difficult to determine whether a particular Issue is one of fact or of judgment.
However, since assistance must be continued in all such cases, it is not necessary
to make this determination.

The above example are merely Intended as illustrations of situations in which
assistance must be continued pending the fair hearing decision.

2. Issues of agency policy:
(a) The State agency, as a matter of Statewide )olicy, imposes a ratable

reduction on assistance payments resulting in reduction or termination in
most cases. A challenge to this action raises an issue of policy. Recipients
affected are entitled to a fair hearing on the issue whether such a reduction
is legal, but the agency Is not required to continue assistance without reduc-
tion pending the hearing decision.

The agency terminates the grant to an AFDC child and his mother be-
cause the child is 18, and because the State does not furnish AFI)C for any
child age 18 or over. The mother concedes that the child is 18, but asks for a
fair hearing on the Issue whether the State under the Social Security Act
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is required to provide assistance to children between 18 and 21 who attend
school on a regular basi& This is an issue of policy and assistance may be
terminated immediately.

Generally, claim that the agency program is too narrow, that the asslst-ince
level is too low or that the agency has imposed maximum, involve issues of pol-
icy. Other issues of policy may relate to the consistency between State policy and
Federal requirements or the constitutionality of State policies.

The requirement in section 20510(a) (5) applies only to Instances In which
the agency proposes to reduce or terminate assistance furnished to a family
or Individual, it does not apply to initial applications for assistance, nor does
It apply to court appeals.

WORK EXPENSES FOR THE BLIND

Senator Mnaim In the area of the blind again, Mr. Secretary, under
present law, a needy blind person may deduct necessary working ex-
penses from his income in determining the amount of his wefare
payment.

I understand this policy is continued in the present pending legis-
lation; that is, it is continued in the House-passed bill, I should say.

Secreta R E o'1. Ye.
SenatorV = But the revised bill, I am told, would only permit

him to deduct work expenses that are "necessitated by or related to"
his blindness,

Now, I can see some distinction between allowing him to deduct
necessary work expenses and allowing him to deduct expenses that
are necessitated or related to his blindness; for example, his bus
transportation to get to his job. That would relate to necessary work
expenses. But I think you might argue that that is not related to his
blind condition, because you have many people taking a bus who are
not blind. The question is why the change in the language from the
House bill f

Secretary RicHARSoN. Well, that is true.
I cannot give you the answer to that, Senator. I will ask Mr.

Hawkins to give it.
Mr. HAwnxs. The revision from the House bill attempted to make

more uniform the earnings exemptions for the aged and disabled. In
doing so, it assured that in most instances, the aged and disabled
could receive a larger amount of exempt earnings than they had and
in turn cut back, on a basis comparable with the family assistance plan,
the work expense allowance. In most instances, the net effect on the
aged and disabled was a gain as compared with the House bill at the
present time.

In the case of the blind, the effort was to make uniform the work
expenses, which are now exempt, and the income exemption, which
was not changed; these actions would produce somewhat less total
exempted income as a result, because only work expenses attributable
to blindness and not ordinary work expenses would be considered.
There has been some reconsideration of that in the Department, in
spite of the advantages in uniform treatment. The Department has
indicated to the committee staff that it would not object to making
exception in the case of the blind so the full work expense was allowed
and so that they would be in the same position as they are at presnt.

Senator Mtam. In connection with that revision, was there any
contact made with the National Association for the Blind to get their
oommentst
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Mr. HAwALNB. I do not know, Senator.
Senator Mtuzu I hope that there would be before this thing might

be finalized and I appreciate the willingness of the Department to
work with the staff in possibly revising that language further.

FAP DAY C&RIE CONSTRUCTION FUNDS

Under the administration revision, the Secretary has unlimited au-
thority to pay for the construction of child care facilities with, appar-
ently, entire discretion on where the funds are going to go, what State
or locality. There is concern on the part of some people that this
discretion is too broad. There at least ought to be some kind of guide-
lines given to indicate how the funds would be distributed among
the States.

Secretary Ricnimwsox. I think it would be important at least to
give the committee, if the language is left as it is, as clear an indication
as possible as to how this would be administered.

Senator MumLz. Underst. A, I am not suggesting that you are
planning to be arbitrary and unreasonable about it, but I think there
is a little concern that there may be more need than you may have
money for, or at least people may think there is more need than you
have money for, so you are liable to find yourself with a great amount
of demands that have to be apportioned.

Secretary RIcHuso.N. I understand that. From the Department's
point of view, it is important that we should have anderstandable and
objective criteria that are applied in determining which applications
are approved and which ones are not. if there are more applications
than we can fill. I think the more understandable they are, the more
acceptable the answers we give will be.

Senator MnAm. Well, would you care to give the committee a little
statement on this I

Secretary RCHARDSON. Yes. I would think this falls within the
scope of Senator Talmadge s earlier request, with respect to provisions
of the bill generally involving discretion, that we do the best we can
to tell the committee how this discretion would be exercised.

Senator Mumm. I am not suggesting necessarily a formula ap-
proac

Secretary RICHARDSON. I understand that.
Senator MmLm But on the other hand, neither am I suggesting a

first-come, first-received approach.
There ought to be something which could be devised which would

be helpful to us in evaluating it.
SSecrtary RICHARDSON. I could say immediately that one considera-

tion is this: The only justification at all for new construction is
that there just is not a facility in the neighborhood that could, with
reasonable expenditure for renovation, be made suitable as a day care
center. Otherwise, we prefer to adapt existing facilities or press them
into service for these purposes.

So we would need to be convinced that there was no such place
before we would want to have a limited amount of money spent for
new construction.

Senator Mum.& But beyond that.
Secretary RCHAmsoN. I understand that is only a partial answer.

When you are in a place where there is no suitable facility, you would
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need other considerations having to do with such yardsticks as the
number of children in the area, for example, who could benefit from
day care services.

Also, I suppose that other considerations would involve the sponsor-
ship of the day care service and its meeting of other standards.

Senator MILEM. I think the question of the availability of present
structures should be one that would be subject to most flexible inter-
pretation, because I could understand how such facilities may in fact
be available, but because of a failure to work out agreements and co-
ordinate properly with local officials, they may not be usable.

I trust that you are not just referring to physical availability of
facilities, but, assuming that the facilities are already there, that would
be feasible.

The question is what can be done to make them available which
would avoid construction, avoid unnecessary costs.

Now, you might find an excessive rental problem involved.
I do not mean for you to make any specific responses now, Mr. Sec-

retary. But if you would give us something on that, I would appreciate
it.

Secretary RICHARDsON. I will.
(A reply from the Department follows:)

DEAwAmENTAL POLICY ON THE DIsTRXDUTION OF PAP DAY CA=
CoN STRUCTION FUNDS

The Department plans to distribute funds for the construction of day care
facilities according to a set of priorities.

Agencies or organizations which have been designated by the appropriate
elected or appointed officials to make grants or contracts f6r child care will submit
a comprehensive plan for providing day care services in their areas of service.
The plan will include an assessment of need for construction activities cate-
gorised in terms of remodeling, renovation, acquisition, and new construction.
The grantee will also furnish cost estimates for proposed projects.

The Department will then aggregate and examine these assessments and it will
formulate a ranking of possible projects according to a priority of need. Two
factors will influence the ranking. First, a highest need will be established where
a lack of requested construction funding would greatly inhibit the delivery of
service required by the Family Assistance Act. Second, the Department will favor
a ratio of cost to benefit which will maximize the effectiveness of the entire pro-
gram. The Secretary or his delegate will have to make a specific finding that
renovation is not feasible for funds to be used for new construction.

Secretary RicHmwow. I would like to make 'ust one further point
that has to do with the availability of facilities. That is the importance
of developing some way of introducing some uniformity into licensing
standards and building code requirements as they apply to day care
centers. This can be a very real problem in some places. It is important
at least to encourage uniformity.

We are under a very stringent mandate by the House Committee on
Ways and Means to look into this and we will be doing that also. I
think the two things go together very closely.

Senator MiLLER Well, we have provisions now which provide for
certain fairly uniform standards for nursing homes.

I see no reason why we should not have them here. I would commend
that action.
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TRANSFER OF FUNDS PROPOSAL

Now, under the transfer of funds proposal, would it be possible to
transfer at a local level funds from a Federal-State program to a
Federal-local program I

Secretary RICHARDsON. Yes.
Senator MiLzR. And would the mayor have such authority?
Secretary RICHARDSON. Yes he would, under the provision that en-

ables the mayor of a city of 250,000 or more to establish a plan. The
authority of the mayor of a smaller city would, in effect, have to
become part of the State plan and be a delegated authority from the
Governor.

Senator MiLt.m. Well, in other words, the mayor would have to
have, within the plan, authority from the Governor or get an approval
from the Governor I

Secretary RICRsDON. As the bill is written, in the case of cities of
250,000 or more, the city can have its own plan. I think this is a
matter on which the committee can expect to hear from both sides,
State and municipal.

Senator M lrzRn I am just trying to find where in the present bill
and revised bill we are, because I can see where there is a Federal-
State program in a community with certain State funds in there,
which perhaps necessitated a great amount of work on the part of
the State, and then the next thing, there is a transfer of funds from
that program to a Federql-local program.

I would think that a Governor or his people would want to have
an input and probably want to have approval on it unless the Federal
law cuts them out of it.

You state that the mayor would have this authority, but I am not
sure what additional there must be besides, what there has to be
from the State level or the Governor on such a transfer.

Secretary PcIAUDoz;N. I do not have the bill language in front of
me, but I can ask you to look at the language on page 304 of the
committee print, summarizing part B which has to do with the con-
solidated health, education, and welfare plan.

In the paragraph at the top of the page, it says:
The plan must also permit any political subdivision, with respect to portions

of the Included programs which It administers, to exercise the option for trans-
fer of funds, and must describe any such transfers at both the State and local
levels that will take place.

Senator Mumm. I do not read it that it requires approval though.
At least, I do not find the word.

Secretary RICHADSON. You mean that it would require approval of
the local transfer?

Senator MuLz Yes. The language in the bill is on page 271, the
middle of the page, line 13.

It says notwithstanding any other provision of Federal law, the
Governor or the chief electd executive officer or officers of a unit
of general local government which administers one or more health,
education, or welfare programs included in the plan may transfer an
amount, and so on. That does not seem to say who must approve a
transfer.

44-527-O--pt. 2-24
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Well, would you be good enough to have your people think about
that and probably check with our staff on it, because it seems to me
that we ought to have something to talk about. Possibly you might
want to provide some clarifying language so that we will have this to
talk about when we have our go-around with the public witnesses, and
probably some mayors and Governors or their representatives.

Offhand, I do not know why there would be any great difficulty in
requiring that the Governor or his delegate approve such a transfer.
I would think that if the reason were good, he probably would.

Secretary RICHARDSON. Yes. I think we can take at least one more
step in clarifying the matter at the moment.

On page 269 of the committee print, 129 of the bill--that is two
pages before the paragraph you were pointing out--the section starts
out, "A consolidated h-lth, education, and welfare plan shall * * *"
and then skipping down to subparagraph (4), "if Feeral assistance is
to be nsfe d fro one program to another as authorized in section
2022, contain a full description of the programs, purposes, and the
amounts involved at both the State and local levels."

So it would appear, in any event, that the provisions for transfer
have to be in the State plan. What I was referring to earlier as the
local responsibility here is that if a local subdivision is responsible
for the administration of any part of the plan, then there has to be
provision for transfer at the local level of the funds allocable to that
level. But there would only be transfers possible if the State plan,
overall, permitted it in the first place.

Senator MruEP. That is right and I can understand how you could
have a plan without such a provision in it and i" would be a very good
plan. But then the question comes up, How are you going to allocate
money and who is going to deter'nine the priorities CSo I think that
perhaps some clariying language would be helpful there. Whatever
you recommend its something we would like to have.

I just suggest to you that I cannot understand why there should be
any great difficulty in getting approval from the Governor or his dele-
gate if such a transfer is made. I would suppose that he probably
would delegate it to his planning people anyhow, and if it is already
ina plan, there would notbe any problem there.

ifit is not in the plan, there might be. But I think there ought to be
something easier to prevent such questions.

Secretary RiCIWmofN. I think this is a good point, Senator, and we
will take another look at it to see what we can do.

Senator Mnia. Thank you.
(A Departmental reply allows )

CL&&rYVYINO LANGUAGE ON STATE T ANF~M PROVISION

Under section 2020 only the Governor has authority to submit a consolidated
health, education, and welfare plan. Such a plan must provide that any unit of
general local government administering portions of two or more programs in-
eluded In the plan shall have authority to trahbfer up to 20 percent of Federal
funds between pigrams in accordance with section 2022.

Thus the Governor determines which State plans (in addition to his plan for
Individual and family services) he will include in the consolidated plan, and
there is no mechanism by which a local executive official could compel the inclu-
sion of any Federal-State program. On the other hand, with respect to any pro-
gram included In the consolidated plan and administered within a particular
locality, local executives mst be permitted to exercise the transfer option, sub-
ject to the limitations cc seflon 202.
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CRITERIA FOR FEDnAL FUNDS FOR SOCIAL SERVICES

Senator Mam .Now, somewhat in the same area, the social services
title would authorize the Governor to distribute Federal funds for
social services within the State, "consistent with criteria presented
by the Secretary." Do you have any criteria that you care to give us?

Secretary RICHARDSON. Not offhand, Senator.
Senator Mnw. Would you be good enough to give the committee

for the record what your thinking is on this?
Secretary RICHARDSON. Yes, we would be glad to do that.
Senator Mimuz. All right.
Secretary RicImsow. Again, this comics under the heading of our

efforts to try to illuminate as much as possible the ways in which dis-
cretionary authority would be exercised.

(The Department subsequently supplied the following informa-
tion:)
Tte annual State plan, submitted pursuant to Sec. 2005, must include the

spedfic allocatlon of Federal funds to service areas. The State plan must also
assure a reasonable balance of services as prescribed by regulations of theseeretu7.

Unlike the present system, the State's annual operating plan under the bill
to derived in part from plans submitted by each local prime sponsor. The State
plan, therefore, reflects the identified needs of each service area In the State
and plans for meeting these needs. The Federal guideline for allocation of funds
to service areas will call for an equitable allocation appropriate to these iden-
tified needs and service plans. Oriteria which a State might use in developing
an equitable allocation formula may be derived from sroh measures of need
as population, Incidence of poverty, fiscal capacity of the service area, previm
expenditures, and an equalization factor.

We would expect to require that citie:i of 250,000 or over which chose to select
their own prime sponsors receive an equitable share of the State totals.

ESTIMATED COSTS OF SOCIAL SERVICES BY STATE

Senator MnLLI&. Now, so that we would be able to see perhaps a
little better than some of us how this would work out, could you have
your staff assume a $1 billion appropriation and show us how it would
be allocated to the various States, State by State?

Secretary RicmJ&.RSOm. You are speaking of the basic social services
authorization I

Senator MILR. Yes. Now, let us assume that there is a $1 billion
appropriation that is avaiblble for distribution. I think that if we
can have a picture of how that would be distributed State by State,
it might be helpful, unless you already have something similarto that.

Secretary RIcPARDSoN. We do have a breakdown which shows how
the estimated Federal share of funds would be distributed under the
various parts of the bill and which we could insert here. Although the
total does not come to quite that much, the distribution for all pur-
poses covered by these amendments would be $755 million. But it
would be illustrative.

Senate. MnyLR. I think that would be all right if you furnish it for
the record at this point, I would appreciate it.

Senator AmwEso-.. Without objection, that will be done.
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Senator MxujaR Now, in looking at the table on page 107 of the
committee print, there is a great amount of money going to California
and I know we always get into a problem on allocation formulas. But
I would like to know what the rationale that you propose to follow is.

Is it that we bring every State up to the average expenditure of $80
per person in California, or use a national averogeo $14 I suspect
that, because of your answer to one of Senator Curtis' questions, you
are thinking in terms of bringing them up to the national average.

Secretary RIcHASwoN. Yes, that is what we are thinking of. This
has to do with the initial appropriation of $50 million and subsequent
additional amounts based on that over 4 years. But that would be
enough only if in the fourth year the appropriation were $200 or $250
million and distributed among the States below the national average
to bring them up to that average. It would obviously require progres-
sively vaster amounts to bring the States up to levels above the aver-
age or much above the average. And of cmrse to get it up to the level
of California, we would be spending enormous amounts for social
services.

Senator MuumL Is it your purpose that for a 4-year period, you are
going to use a national average at the beginning of the period, or will
you have a moving average I

Secretary RICHAmmoN. How fast we can move up depends a good
deal on what the Congress actually appropriates. Beyond that, i the
Congress were very generous in appropriating amounts to assist the
States to come up to the national average, it would also depend on how
fast the States wanted to move and were able to move in the actual
development of qualifying services and personnel. There is no dollar
amount written into the bill.

In any event, the bill has the 1971 national average as the determi-
nant of which States will be eligible for this extra amount.

Senator Mua... That is right, and that is not much of a norm. It is
a norm you can administer, but to me, it leaves me groping as to just
what the objective is.

Secretary RicHAmRso. Well, the objective is to help those Statt3
catch up with the States at or above the average.

Senator Mxuu. What do you do with the State that may have a
very low rate of unemployment and may be relatively affluent, which
mys, we do not want to catch up, we do not have to? Do you not think
that there is a need for a more sophisticated analysis of the problems
of the various States, or certain f groups of them I So that we might
find that $80 per person in Ca ifornia may not be as good, all other
things being taken into account, as perhaps $40 in some other State?

Secretary RxicHAmoN. Well, it becomes awfully difficult. It is fair
to say at this point, Senator, that a great deal needs to be done in
evaluating the effectiveness of the kinds of services we are talking
about in reducing the incidence of poverty and deprivation generally
and assisting people to become self-supporting.

We hope, over the next few years, with the kinds of research and
demonstration projects that are already auth'-rized and would be
authorized under this legislation, to find out more about this. At any
rate, we are on a sleigh ride now, with the costs rising at a very steep
aggregate rate.
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I mentioned earlier, in discussion with Senator Curtis, the problem
we face in the Appropriations Committee right now. The administra-
tion attempted to put a lid on Federal matching of social services
expenditures for fisal 1971 by writing into the appropriations bill
a 0- limitation over 1970. This would have meant that the
Fe. dwe of appropriations would have been about $550 million
for this purpose in 1971.

The House struck out the 110-percent limitation. The result will
automatically add according to current estimates, about $300 million
to the Federal costs of the program. Of the additional $300 million
above what we thought the expenditures were going to be in 1971,
about $170 million goes to California, with $130 million to the rest
of the country.

This is a good indication of why we think we ought to do something
to bring this process under control, while at the same time leaving
some room for expansion of services in the States which are spending
least, But we do recognize that while we may put a lid on this overall,
and while we may ensble the low expenditure States to catch up, we
have also got to do a lot more to find out how much good this money
is doing.

Senator ML.na Well, I appreciate your saying that, but I must
say that a lot of people from other States are going to look at that
table on page 107 and say California is getting about a third of the
total amount of that $546 million of Federal expenditures. I think
you are bound to have some reaction on that.

It seems to me that to allocate money on the basis of what sometimes
is euphemistically called the State's effort can get us into problems. It
dmids upon how you define the State's effort.

I recall one time when we had a bill around here on aid to education.
The State's effort was defined in such a way that one or two States
I can think of that I am pretty close to would have not received a very
good share under that, because an actual dollars and cents effort that
was being made was not taken into account under the definition of
State effort.

But maybe you can revise this approach somehow so that you
might keep California reasonably happy without getting the rest of
the 49 States unhappy.

Secretary RICHAmDoN. I may be justified in restating the, approach
here to be sure we are on the same wavelength. There are two pots
of money that would be allocated for social services The first pot--
the biggest one, which we have supposed would be $55 million in the
first year after the bill is effective--would be allocated essentially on
the basis on which States are receiving Federal funds now. That is
how California gets $175 million.

But we would, in so doing, be putting the lid on the rate at which
money would be going to California, where now there is none. Cali-
fornia now does whatever it thinks it needs to do in the way of pro-
viding social services and sends the Federal Government the bill, and
we pay three-quarters of it. So there would, then, be a slowdown at
least in the rate of Federal expenditure increases for California. In-
deed, if the Congress did not appropriate more than the 1971 level
as we originally stated it, expenditures for California would level off.
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Then there would be a second pot of money with $50. million in it
the first year, $100 million the second yefir, $150 million the third
year, $200 million the fourth year. Out of that pot of money, we would
help the States below the national average to move up to the national
average if they chose to do so. And there would be provision in the
law f;r reallocation of that pot of money by the Secretary among
States below the national average if some of them did not want to
move faster.

Now, as I have understood it, what youi have suggested is that we
might have a more refined basis of allocating the second amount of
money, and I think we will need to develop fairly clear criteria. But
the theory is that if the lower States want to move ahead or move
more. nearly up to the national average, we would be prepared to help
them do this with this second $50 million-plus pot of money.

Senator Mrujn. Well, I would like to see some more sophisticated
criteria with respect to both, because I think there is concern that
just because Ca ifornia has been getting such a large amount of
money thus far, we are just going to compound it by adding, allocat-
ing so much more out of that $550-odd million. Wliile you say there
might be some leveling off, there mizht be some leveling off with
some penalty to the Senate if the people in our States look at this
chart to see where that money is going to be going.

Secretary RICHADSON. We start with where California is. So we
have to start high with California or else cut California back. There
is a double calculation--one, what we were spending when the bill
went into effect, and the other, the number of families below the
poverty level in the States

Senator Mujr. Are you say that there is nothing we can do
about seeing that California would get the $175 million of that $546
million on page 1071

Secretary RICHARSON. I am saying that there probably is not any-
thing you could do, because if the law is not changed at all, we will
not only spend $175 million, but probably that figure is already out
of dete. And California's share will go on up as California chooses
to spend money for the eligible social-services at the rate of 75 per-
cent Federal matching. What we are trying to do in this bill is to
eliminate that open-enddd situation. The question is where do you
move in and cap the flow ? We concluded that the only practical way
to do this is to n where we ae. We tried to cut Caifornia's rate
of growth back and we lost in the House. The House knocked out our
110-percent limitation. We tried to hold California this year to 110
percent of what it spent last year. Of that $300 million increase I
mentioned, $17) million of it is California alone.

So they am obviously increasing at a rate much faster than 10 per-
cent a year.

The language in the bill that covers this is on page 264 of the com-
mittee p-int, 124 of the bill. It says, "From the remainder of the sums
appropriated," et cetera. It says, "The Secretary can reserve 10 per-
cent."

Senator Mxzu Where are you reading now, please?
Secretary RIcHAzwsoK. The bottom of page 123 of the bill, which is

page 268 of the committee print. "From the remainder of the sums
appropriated," after the Secretary takes off 10 percent, "the Secretary
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shall allot to each State an amount which bears the same ratio to such
remainder as the Federal share of expenditures in such State in the
fisa year ending June 30 1971," et cetera, "bears to the total of such
Federal shares in all the States, but in no case shall such amount with
respect to any State exceed the Federal share of such expenditures in
such State in such srwind, (ii), after the allotment pursuant to clause
(1) has been a from the sums remaining, if any, the Secretary
shall allot to each State an amount which bears the same ratio to such
sunm remaining as the number of individuals in such State whose in-
come does not exceed the poverty level bears to the number of such
individuals in all the States."

As I understand it, you start with the fiscal 1971 base. If the Con-
gress appropriates enough momey in future years so that you have
more money than that amount to distribute, then you distribute it in
accordance with the poverty population. Any additional amounts after
1971 are distributed. For the first time, there would be a formula dis-
tribution of funds for social services for the States above the national
average, where heretofore, the only determinant has been what they
chose to spend.

Senator MumA. I appreciate that. You do not have any ideas, how-
ever, about putting the amount up to the 1971 figure under a formula
also I Just leaving that alone?

Secretary RICHARDSON. I do not think it is a practical possibility at
all in the light of what we have already seen with even our attempt to
hold the lid on the existing law. I think it would mean radical redis-
tribution, with heavy subtractions from the States at the top of that
list. However-

Senator MIUzRa. Well if the States at the top of the list have the
social and economic need for it, I am not going to object. But if they
have been getting a windfall at the expense of some other States, I
think I should. I do not know. It just looks awfully big and arbitrary
to me.

Secretary RICHARDSON. Some of it represent the relative degrees of
initiative of the Governor and the welfare department which identi-
fied the fact that the Federal Government stood ready to pay 75 per-
cent of the cost of the services. To some extent, it reflects the resource-
fulness of the State in getting services classified as social services as
distinguished from administration. To some extent, it represents the
degree of need, as you have poi ted out, for services in the area. But
I do not believe that there wouid turn out to be any consistent explana-
tion of why some States are so much higher than others.

Senator MmLm Well, you see, when I look at the formula and your
views for amounts over that 15t1 amount, that seems to bear some
resemblance to need. I cannot see it up to that point except on the
assumption which I am afraid would not be borne out that all Federal
moneys that have been going out to these States up to now have been
according to a very sophisticated formula based upon social need.

Secretary RICHARDSON. Not at all, no formula at all. They decide
what they want to spend. If it is for social services, the Federal Gov-
ernment automatically becomes obligated to reimburse 75 percent of
that amount. And that is how it has happened. So they move forward
at their own pace.
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Now, if our recommendations are adopted then the States above the
national average will be able to get increased Federal matching above
the 1971 level only in proportion to those additional expenditures
which are in a ratio related-to their proportion of all poor people in
the country. Meanwhile, the States below average will be assisted to
come up to the average after a while-and it will take quite a few
years-the distribution will have achieved a rational base, at least in
relation to the poverty population.

But it is a problem of getting from here to there and we have
felt that it just was not practical to do it by taking money away
from high-spending States and redistributing it to the others.

Senator Mnuaa. Thank you, Mr. Secretary.
Senator WILuAMS. Mr. Secretary, you have been very patient and

I have a few questions myself, but if it is all right with you, I
will submit those questions to you and you can submit the answers
for the record.

Secretary RIcHARiscN. Thank you.
Senator WiLmAs. I understand that Senator Harris and maybe a

couple of others may have questions and they may want to submit
those questions, which will save your time, too. If they will, we can
have them submitted and you can submit the answers. Is that agree-
able to you I*

Secretary RICHARDSON. I appreciate that, Senator. I would like to
take the opportunity to thank you and through you the chairman and
the committee as a whole for their patience and interest. I stand
ready to come back. In the meanwhile, there are a lot of people in
the l epartment who are expert in various aspects of these interre-
lated programs and proposals and they are certainly available to you,
whether in public sessions of the committee or in executive session or
working with the committee staff.

Senator WILLmA-LS. We appreciate that.
Now, in order to save perhaps coming back again, could you leave

all of the charts that we have had heretofore here with the commit-
tee so that as representatives from the States affected may need those
charts, we will have them available?

Secretary RCHAmo. Certainly.
Senator WnmLums. The committee stands in adjournment until

10 o'clock Tuesday, at which time the Sec:-tary of Labor will be
here.

(Whereupon, at 5:25 pm., the committee adojurned to reconvene
at 10 a.m., Tuesday, August 4, 1970.)

*Questions of Senators Williams, HarrU, and Curtis, with Departmental responses ap-
pear In appendix C. pp. 1162, 1172, and 1177, respectively.



THE FAMILY ASSISTANCE ACT OF 1970

TUESDAY, AUGUST 4, 1970

U.S. SENATE,
Co.MMIrEE ON FINANCE,

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

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

Present: Senators Long, Anderson, Talmadge, Byrd Jr. of Vir-
ginia, Williams of Delaware, Curtis, Miller, Jordan of Idaho, Fannin,
&nd Hansen.

THE WIN PROGRAM

The CHAIRMAN. The hearing will come to order.
Today the committee will begin to hear testimony from the Honor-

able James D. Hodgson, Secretary of Labor, on the operations of the
work incentive program-WIN--enacted in the 1967 Social Security
Amendments, and on the provisions of the administration's welfare bill
relating to work and training.

As chairman of this committee I am particularly interested in the
WIN because this Senator was the initial author of that proposal.

As far as the work incentive program is concerned, we can take little
satisfact ion from its success. When the WIN program was written into
law in 1967 this committee felt that it provided the basis for a real
effort to end dependency through work training and employment.

We looked on it as a constructive step in moving people off the wel-
fare rolls and onto payrolls. To put it another way, more workfare,
less welfare.

The Department of Labor voiced glowing optimism in 1967 of its
ability to help train people to get them off welfare. Now, of course,
that was under a previous administration. Unfortunately their deeds
have not matched their words. Instead of helping people off welfare,
the Labor Department helped a group known as the National Self-
Help Corporation to help themselves to $430,000 in Labor Department
contracts under the WIN program.

That group's goal, in the language of its attorney, apparently was
to tell welfare recipients how to stay out of the work incentive program
"unt il hell freezes over".

I am hopeful that the Secretary will advise the committee this morn-
ing of whatever advantages the 'Department of Labor, the WIN pro-
gram, and the American taxpayer derived from that contract.

The accomplishments of the Department of Labor in administer-
ing the WIN program are dismal. Of 250,000 welfare recipients found
appropriate and referred to the work incentive program during its
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first 21 months, less than 60 percent who were enrolled in the program
by the Labor Department, and out of the 145,000 who were enrolled,
one-third subsequently dropped out.

Only 13,000 welfare cases have been closed following participation
in the work incentive program during its first 21 months, while
during the same period 641,000 families were added to the welfare
rolls--a ratio of 50 to 1, on the unfavorable side.

In my own State of Louisiana, according to the figures supplied
by the Department of Health, Education, and Welfare, 2,600 families
came on the welfare rolls in the last 3 months of 1969, while only nine
families left welfare following participation in the work incentiveprorm.

The administration witnesses who have already testified on this
bill have made much of the provisions penalizing welfare recipients
for refusing to participate in work and training.

We can fairly be skeptical that these provisions would be adminis-
tered any more enthusiastically than has been done under the existing
law.

Similar provisions exist under present law, yet apparently only
one out of every 40 persons who refused without good cause to par-
ticipate in the work incentive program ever lost welfare benefits
because of this refusal to participate.

The 1967 work incentive program provided ample authority for a
well organized training program for welfare recipients designed to
meet their individual needs in becoming employable and employed.
It is not in the legislation, but in its administration that the program
has failed.

Frankly, without a sharp change in administrative attitudes, it is
difficult to see how reenactment of the work incentive program-and
on the work training side, that is about all H.R. 16311 proposes-can
do more than repeat the failures of the existing law.

Mr. Secretary, we are pleased to welcome you here, on your first
appearance before the Committee on Finance.

before you are recognized, let me request that Senators resist the
urge to ask questions until you have completed your statement on
the bill. Then, I plan to call on Senators under the 10-minute rule so
that all of us will have an opportunity to interrogate you briefly on
this legislation in this morning's session.

In the event we are not able to ask all our questions at today's session,
then it is our plan to ask you to come back again on Thursday morning.

You are recognized now, and you may proceed with your statement.

STATEMENT OF HON. JAMES D. HODGSON, SECRETARY OF LABOR;
ACCOMPANIED BY JEROME ROSOW, ASSISTANT SECRETARY;
MALCOLM LOVELL, ASSISTANT SECRETARY; AND PAUL E.
BARTON, ASSISTANT TO MR. ROSOW

Secretary H o.-. Thank you, M,. Chairman and members of the
committee. If I may, I will proceed with my statement.

I believe the Family Assistance Act is one of the most significant
pieces of social legislation in the last 50 years. It is a pleasure to ap-
pear before you today to testify on welfare reform.
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I am not going to repeat the conclusive testimony you have received
from others that the present welfare program is a failure.

The overriding point I want to make at the outset is that the family
assistance plan is not-by concept or design-a "guaranteed income
plan" or a "negative income tax.' The Nixon administration does not
agree with those approache.

It is, instead, a complementary array of work incentives, work re-
quirements, training and employment opportunities, child care to en-
able mothers to work, and income and income allowances.

Its starting point is not a guaranteed income, but the forward look-
ing changes made by this committee in 1967 with regard to a work
requirement, work incentives, and training and child care oppor-
tunities.

It is the work incentive aspect of the legislation that this committee
examined thoroughly in its initial hearings. We understand your con-
clusion was that the bill did not go far enough in assuring that work
incentives were adequately protected in other legislation outside the
scope of the original Family Assistance Act. The committee was right
in asking that we raise our sights with regard to protecting work
incentives.

What you have sugg is wholly in accord with the statement of
President Nixon in his address to the Nation last August that "any
system which makes it more profitable for a man not to work than
to work * * * is wrong and indefensible."

I will summarize the ways in which the Family Assistance Act
provides for work incentives, including the new proposals made last
month which go beyond our original bill

WORK INCENTIVES AND THE FAMILY ASSISTANCE STRUCTURE

1. The proposed Family Assistance Act emphasizes market incen-
tives to move welfare clients from welfare rolls to payrolls.

The next several paragraphs of my statement, Mr. Chairman, refer
to the basic elements of the plan, so I will pass on to page No. 3 and
pick up the discussion.

Another strong inducement to enter the world of work is the special
incentive which would be paid under the family assistance plan to
encourage entry into training programs. The present WIN program
provides the public assistance payment plus a flat $30 extra per month
for persons who enter training programs. The family assistance plan
provides a minimum of $30. In such cases, a family would get the
higher training allowance amount.

Not only does this provide a higher incentive payment in the ma-
jority of States, but it also provides equitable treatment, since welfare
recipients being trained side by side with other persons enrolled in
training programs will be receiving the same income and, as you
know, equity is one of the goals of the plan.

2. The family assistance plan contains a strong work requirement.
Except for exemptions specifically provided for in the bill, all able-

bodied adults would be required to register with the Employment
Service, and accept training or employment. Failure to register for
employment or failure to accept offers of training or employment, will
mean cancellation of benefits. In fact, the first allowance check will
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not be issued until registration with the Employment Service has
taken place. We estimate that 2.5 million people will be required to
register for training or work. We will talk more of this figure later.

3. The family assistance plan provides an expanded and improved
program of training opportunities, including upgrading of the work-
ing por.
We expect that a large number of registrants will have sufficient

skills and work experience to place them on the job without the neces-
sity of further skill training. But, ob viously, some will not. For these,
in addition to the present capacity of the manpower program for
training and employment, assistance and the WIN program aimed
entirely at welfare recipients, training opportunities would be ex-
panded by 225,000 under the family assistance plan. Seventy-five
thousand of these opportunities woulal constitute a pilot effort to up-
grade the skills of the working poor.

These numbers constitute initial targets.
4. The family assistance plan improves arrangements for providing

child care.
Broadening the availability of adequate child care is absolutely

essential if more mothers are going to be able to enter training or
employment. Under the WIN program we have run into a number of
obstacles to providing child care.

We believe these will be minimized by a number of provisions in the
family assistance plan which go beyond those of WIN:

A 100-percent Federal financing of child care, thus removing the
pivsent need for the States to provide 25 percent of the funds.

Use of a wide range of sponsors, including profitmaking enterprises.
Expenditures for remodeling and renovating facilities.
Authority to continue child care after employment commences, so

that a mother does not find herself unable to work after she has re-
ceived training at Government expense.

A separate "income disregard' for expenses of private child care
when public child care is not available, so that the mother will be
reimbursed, in effect.

The family assistance plan provides for an additional 450,000 child
care opportunities. It does cost money. However, it should be recog-
nized that these costs are really an investment in two generations.
They are an investment in the present generation in the sense that
they free mothers for training and employment. The costs are also an
investment in the next. generation because they provide children with
an early education, quality care, and attention to health and other
needs. Although we have not emphasized it here, we consider the child
care provision to be a boon to the child as well as to the working
mother.

In addition to complimenting strong financial incentives to work,
the provision of child care itself can be viewed as a major incentiveto employment.5. The coverage of the working poor curtails the present practice

of penalizing work at the same time we reward nonwork.
In the present welfare system, rewards have been put in the wrong

place. We have been willing to extend assistance to those who do not
work at all. We should stil do this when there is a justifiable reason
for not working. But under past systems we have done nothing for
the man who works at a full-time but inadequate paying job for a full
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year and still finds his family living in poverty. Incentives have been
i wrong place Penalties for working are as wrong or as impracti-
cal as rewards for idleness.
6. An "Employability Plan" will be developed for those who regis-

ter for training and employment.
The bill would require that such a plan be developed for all who

register. At the outset we will need to set priorities since the volume
of-revistrations will be greater than available resources, and that
should be kept in mind. This means that manpower agency personnel
will assess the needs of the individual, ascertain what manpower
services are required by that person to become self-supporting, and
follow through to assist the individual to complete the plan.

RWECNTJ ADDU) PROPOSALS TO 8TRENGTIIEN WORK INCENTIVES

Tn addition to these aspects that emphasize work, and in response to
your criticisms of last May, we have proposed some major additions
that further enhance the work incentive features of this legislation,
and we list them.

1. The combined tax on the Federal allowance and the State sup-
plement is 1;mited now to 67 percent. You will recall that previously
the tax on the State supplement would have jumped to 80 percent after
the Federal allowance ran out.

2. Earned income is now defined to exclude Federal income taxes.
This will lower the marginal tax rate somewhat in the better income
brackets of the eligible population.

3. Family assistance and food stamps would be administered to-
gether. The food stamp price schedule will be revised to make the
price rise more even and, therefore, more equitable as income increases,
thus further removing employment disincentives. The commodity pro-
gram will be eliminated.

4. A new Family Health Insurance Plan-to be submitted by the
administration in F ruary, as you know-will have premiums scaled
upwards with income so work incentives are sustained. Secretary Rich-
ardson discussed this.

5. A new rent schedule for public housing is proposed in which
rents vary somewhat with income. This is done to eliminate situations
where a small increase in earnings could force a family to move and
thus create a disincentive to increase earnings.

6. Elimination of the "unemployed father" program, so that a
father who goes to work would not be worse off than a father who
does not.

7. A strengthened work test, with increased financial penalties for
refusal to accept work.

8. Authority to construct child care facilities, if necessary, which
will help assure that lack of child care facilities will not become a
barrier to training or employment.

In combination, the original and newly proposed work incentive
features of the Family Assistance Act represent a powerful force to
assist welfare recipients to become self-supporting citizens. Over time
such action should reduce the growing financial burden of welfare on
taxyers

-will explore some of these points in greater detail in the remainder
of my testimony.
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REGISTRATION FOR EMPLOYMENT AND TRAINING

The family assistance plan requires adults to register with the local
manpower agency for manpower services, training, and employment.
Out of an estimated 7.7 million persons age 16 and over who would be
covered by the plan in 1971, the following groups would be exempted:
1.7 million wives of family heads; 1 million mothers with children
under 6 years old; 0.9 million who are ill, incapacitated, or of an ad-
vanced age; 1.3 million full-time students; and 0.3 million persons
needed in the home to care for an ill member of the household.

This leaves 2.5 million persons who would be required, as I stated
earlier, to register, and which includes ".2 million who are already
working full time. Originally, the administration's bill has exempted
persons working full time. However, the House Ways an d Means
Committee thought these people should register so that, an employa-
bility plan could be worked out which would lead to upgrading their
employment. We agreed.

Mothers who axe heads of households and have school-age children
would be required to register. in the society as a whole, 7 out of 1p
moers who are family heads and have school-age children are in
the labor force. We should understand that these working mothers
will expect the mothers drawing family assistance to expen as much
effort in support of their families as they do. This is simple equity.

In the case of mothers with very young children, opinions are more
mixed at this point in time about whether such mothers should work
or be home with their children. There are strongly held views that
such mothers should be with their young children. There are also
strongly held views that they should work, and that their children
would be better off in quality day care facilities. In the society as a
whole, somewhat less than half of such mothers work, so no clear
consensus has emerged. We believe it wise to let these mothers decide
this matter for themselves. Based on our experience with the WIN
program, we think a considerable proportion of these mothers will
actually volunteer for employment and training.

Now, the reason for the other exemptions is largely self-evident. If
there is a father who is working or registered for work, we see no
reason to insist that the wife work also, and transfer the cost of child
care to the public% Students in school are doing what in all likelihood
is best for themselvec and for society. We do not believe they should
be forced into employment.

A very important point to be made about the work requirement
provision in the family assistance plan is the marked improvement it
makes over the present work requirement contained in the WIN pro-
gram. We want to stress this. The Nation is fortunate, we feel, to have
had WIN program experience. We can capitalize on its strengths and
remedy its deficiencies. In WIN, State welfare agencies now deter-
mine who is "appropriate" for referral to the employment service.
This leaves the rgistration requirement in the hands of the State
welfare agencies. These agencies have taken widely varying attitudes
toward the work requiremenL

This is reflected, for example, in the fact that the State of Maryland
has referred to the employment service only 13 percent of the welfare
clients asse&ced for referral, while next door West Virginia has re-
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feared 96 percent of those d. In some c&.es, State welfare agen-
cies are just not in sympathy with the WIN Program work test.
In other cases there is wide disagreement among the States regarding
the application of the work requirement.

We -believe that the fact that the application of the work test is
spelled out as national policy in the proposed law, rather than leaving
it to the direction of the State welfare departments, will mean more
equitable treatment of families regardless of where they live, and that
the intent of Congress to require a strong and evenly administered
work requirement will be realized.

The determination of just what kind of jobs registrants will be
offered by the employment service, and required to take as a condi-
tion of receiving benefits, deserves careful attention. A similar problem
once existed in setting up the unemployment insurance system. Over
the years, however, satisfactory and generally acceptable practices
have been developed.

The administration's bill required acceptance of "suitable" work,
relying heavily on the practice developed over the years in unemploy -
ment insurance. The Ways and Means Committee thought this ought
to be made more specific, and amended the bill.

However as yorou know, on the floor of the House, there was dissatis-
faction with thi use of the unemployment insurance criteria in the
Family Assists-ce Act. It was felt that there ought to be a separate
definition.

Therefore, the House deleted the word "suitable" and the specifics
added by the committee. In its place, the House substituted that a job
could be refused "if the individual has the demonstrated capacity,
through other available training or employment opportunities7 of se-
curing work that would better enable him to achieve self-sufcincY."

It ii not our intent, and never has been, to use the provision defining
what kind of jobs recipients had to take to weaken the work require-
ment. The job an individual should take should not be wholly a matter
of choice on the part of the individual, but should be a determination
on the part of the manpower agency.

In making such determinations, we have no pre' lices against whole
categories of jobs. If the person has no skills, L. or she will have to
take an unskilled job, unless we have suitable training opportunities
available. We are not remaking the American labor market in this
bill, and fully realize that people are going to have to do the work
that is available in our economy--the kind of work other Americans
not on welfare are doing every day.

On the other hand, our intention is to help make people financially
independent. We want to get them into jobs at their highest skill. This
will both help them and eliminate or reduce allowance payments to
the maximum extent possible.

So that there can be no doubt about our intent in this matter, we
have proposed some changes in this provision in the House passed bill.
Under the new language, there would be good cause for refusing a job
offer "if the individual has the ability, based on skills or prior expe-
rience, to acquire other employment that would contribute more to
his self-sufficiency, but only if the Secretary of Labor is satisfied

423 a-0-t 2a
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that such employment is actually available in the community, and
the individual has not been given adequate opportunity to obtain i."

This provision, I believe, is definitive and at the same time fair.

THE MANPOWER PROGRAM AND THZ FAMILY ASSITANCE ECIIENT

Since the Family Assistance Act places strong emphasis on employ-
ment and training as vital elements in making recipients self-support-
ing, this committee will be interested in how the Department of Labor
views the capability of the Government's manpower program for this
imprtant usnment.

Beginning about 1962, a steady buildup has occurred in the capac-
ity of the manpower program through new manpower legislation and
increased appropriations. I would like to give you the dimensions of
the present total manpower capability.

There are 54 State and territorial employment security agencies,
with 2,20 local offices, with 41,000 Fe, eral and State placement
personnel

By the end of 1971, we expect to have 81 computerized job banks
in operation in these offices, we now have 46.

During 1971, we expect to have 462,000 persons enrolled in classroom
nd basic education, using-10,00 public and *rvt BA00oLs

70 special skill training centers for the disadvantaged.
40 correctional institutions for training inmates.
96 opportunities industrialization centers.

Durig 1971, we will have 234,000 persons enrolled in the on-the-job
training involving 22,700 participating companies.

Dung 1971, we will have 538,000 persons engaged in work support
and work experience program, involving 150 sponsors.

adds uto a $2.7biflion manpower program for 1971.
In the :famiY assistance plan itself we are proposing 225,000 addi-

tional training opportunities in the first year specifically for family
asitance recipients. One hundred and fifty thousand of these oppor-
tunities would be for the unemployed and persons newly entering the
labor market. The remaining 75,000 represent a first-year start on
uprading the skills of the working poor. That is a start.

The present WIN program is entirely made up of public assistance
ri & However, the capability for using the manpower program
to diove welfare recipients from welfare rolls to payrolls is consider-
ably larger now than just the WIN program. For example, in fiscal
year 1, about 200,000 welfare clients were trained in our programs,
of which about a third received training in the WIN program itself.

The WIN program, while still too young to have wholly measurable
result e-having been in operation only about 18 months-does provide
a useful basis on which to expand training under the Family Assistance
Act. While the WIN program like others encountered some problems
in its startup phase, we believe that our experience with it, plus im-
provements made in the Family Assistance Act to which I have already
reerred will permit us to overcome these prob

In the meantime the WIN program itself is beginning to gather
steam and produce results. Since we testified before the ouse Ways
and Mean Committee in October, cumulative enrollments in the WIN
program have jumped from 108,004 to 157,000 at the end of May, an
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increase of 48 percent. Much of this increase has been due to the inten-
sive efforts of the Manpower Administration and HEW to identify
program areas that were lagging and send teams to those areas to workout ProbleumWhile the program is in its infancy, it has already started to produce

significant results. This is indicated by the special survey the Man-
power Administration made in six States of 4,600 employed WIN
graduates. These graduates were employed in a broad band of occupa-
tio& The majority were in clerical and sales work, service, and pro-
duction, assembly, and construction occupations. The median earnings
of the graduates were $2.27 per hour, with one out of five earning $2.60
per hour or more.

So far, our experience in job placement for those who do complete
their training has been quite good, with 90 percent of completers being

l aced in jobs. This number is so favorable that it almost seems suspect,
ut that is the story.
These results are in line with our general experience with manpower

trining programs which leads us to state with confidence that training
can be a very significant tool in the total kit of the Family Assistance
Act for reducing dependency.,

We recognize that the Family Assistance Act places an .0ded
dimension on the manpower program. Te initial required reis ttion
of 2.5 millice people plus many volunteers is itself a very large ashigf.
meant. We do not regard the responsibility lightly.

£MXlWTYABUIrY AND T AvAzILMLr' OF XOB

In the ourse of legislative action thus far, the question posed fre-
quently has been Whether a significant portion of the family assistance
recipients, were, or could be made employable.

In cooperation with the Urban Institute, we have made some eti-
mates of how many adults covered by family assistance could be
considered likely candidates for employment or training. We have
estimated that about 2.8 million have rood employment potential. This
doe not mean that there were not others we can work' with, but this
group is considered an especially good risk group from the standpoint
of employment prospects.

The estimates were arrived at by examining the characteristics of
the covered population. We subtracted out less likely prospects such
as those over 49 years of age, the disabled, those with less than 5 years
of schooling mothers with two or more preschool children, and those
in school fril time, and found that 43 percent remain that have rea-
sonable employment potential.

This remaining employable group has had considerable work ex-
penence. Out of 1.1 million employable male heads of families, only
20,M have no work experience during a 12-month period. Even for
female heads, fully 60 percent have work experience during a 12-
month period. So we think our expectations are realistic about achiev-
ing employability.

A ~elated question often asked is whether there will be jobs at the
end of the training line. Except for infrequent, and short-lived eco-
nomic downturns, the American economy through the years is both
growing and dynamic.
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The amount of hiring activity that regularly takes place in the
American labor market can be illustrated. Of a total of 73 million
persons employed in January of 1968, 29 million had been hired on
heir then existing jobs within the preceding 12 months. This does not
include a lot of seasonal hires because such workers are typically 'not
in the employed labor force in January.

Looked at another way, in 1968, an average of 3.6 million workers
entered jobs each month either from the ranks of the unemployed or
from those not in the labor force. This fire does not include the
large number moving from one job to another during a month with-
out experiencing unemployment in between. In addition the Bureau
of Labor Statistics expects an average increase of 2 million new jobs
each year in clerical, sales, service, and operative occupations.

These are jobs for which welfare recipients are good candidates.
The combination of the fact that many family assistance recipients

have employment potential, and that large numbers of job openings
continually occur in the American economy, gives me confidence that
the employment aspects of the family assistance plan have bright
prospects for success.

In any discussion of the family assistance plan, the question of the
role of public employment arises. We believe there is an important
role public sector employment can and should play. However we do
not support the large scale WPA approach to the probem, and we do
not for two reasons.

The first reason is that we do not believe large-scale public job
creation is needed. In the dynamic and growing economy described
above, we believe we can train most people for the real jobs that
exist. In fact, we plan to gear our manpower effort to what the econ-
omy can absorb, and the speed with which we can enlarge the training
effort from an administrative standpoint.

The second reason is that such a larg,-scale program would be sub-
stituting one form of dependency fur other. We want to face the
problem directly by moving welfare recipients into the mainstream of
life, and not take the route of shunting them to welfare jobs.

However, public sector employment is an important addition to the
manpower program if we approach it carefully and wisely.

We believe training programs can prepare the disadvantaged for
the regular jobs that are coming available in the public sector. We
are doing this under our public service careers program, and are now
in the process of enlarging that program. Them are 'regular" jobs, and
it is as important to gin access to tese jobs for the disadvantaged as
it is in the case of real jobs in the private economy.

Further, we endorse the idea of special works projects. We ought to
have a portion of our manpower funds in temporary public employ-
ment. This gives us a work experience component for those who need
it. Our goal here, however, is to review these cases periodically and
try to move the enrollees as soon as possible into regular jobs or into
training for regular jobs. The need for these special work projects
will vary from time to time and from place to place depending on
the state of the local labor market. Therefore, we prefer a noncate-
gorical approach, rather than earmarking the funds.
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Unfortunately, the present financing arrangements in WIN for spe-
cial works projects has prevented us from launching an effective spe-
cial works projects program. These problems would be corrected in the
bill before you and would provide the flexibility we need to mount a
programL

THE WORKING POOR

Now, I would like to turn to a discussion of the working poor, and
here if I were to observe what the single most important reform was
in the Family Assistance Act, I would say it is the inclusion of the
working poor.

Somewhere along the line, we got mixed up about what the approp-
priate rewards and penalties ought to be for economic behavior. We
now provide income support for those who do not work, and until
recently took all their earnings away if they did decide to go to work.
On the other hand, to the man working full time, day in and day out,
and still earning so little that he and his family are living in poverty,
we have simply said 'you are on your own."

This is an upside down approach. If a man is willing to help him-
self and his family to the extent of holding a full-time job that results
in poverty income, he deserves a helping hand.

Such a working father, living next door to a family supported en-
tirely by welfare, may find that when he and his neighbor go through
the ine at the supermarket, the welfare family can afford better food
than he can. Such a situation is hardly calculated to make him feel
that work really pays off. It is a major disincentive. While he may con-
tinue to work in spite of his feeling, we are, at a minimum, contribut-
ing to an unhealthy, divisive situation in Ameircan life between the
working population and the welfare population.

From the standpoint of the children im a working poor family-
and after all this is a program for families with children-they can
be just as poor, just as hungry, and just as cold, as the children of a
family where tie mother cannot work. If this is a program to help
poor children, and it is, their need, not the current labor force status
of the parent, should control whether they are to receive help.

And, if the children in working poor families are adequately fed
and clothed, they are good prospects for getting through school, and
in turn becoming steady workers. Where the father works, the chil-
dren learn that work is normal and expected in life.

It should be pointed out that the working poor are not likely to be
long-term income assistance recipients. An average of about 200,000
work up beyond poverty levels every year on their own. With the aid
of the Family Assistance Act, we can increase this movement into the
mastream of American life.

Mr. Chairman, here are the main points that, I believe, I wanted
to stress in my formal statement.

We are asking for a system that uses market incentives to motivate
peole to work, the same kind of incentives that have made the United

the most productive Nation in history.
We are also a for a s that is equitable, one that recognizes

the needs of all families and children in poverty.
We believe the work incentive features of FAP are both desirable

and workable. Revisions of FAP made since May enhance their
effectiveness.
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We believe the Manpower Administration has the basic organiza-
tional structure tand experience to carry the administrative burden
contemplated by FAP.

This is going to cost money. In the private sector money is seldom
made without investment, without ptience, and without the endeavor
that results in future benefits. We lieve that we are making an in-
vestment in human independence dignity, and self-sufficiency--one
that we will reap both social and economic benefits in the years to
oome.

I thank the chairman and committee members for this opportunity
to present our statement.

I-e Secretary's prepared statement follows. Hearing continues on

STATEMzNT or JAwts D. HocosoN, SzcwmfAr or LAso

Mr. Chairman, and members of the Committee, I believe the Family As-
sistance Act Is one of the most significant pieces of social legislation in
the last 50 years. It is a pleasure to appear before you today to testify on
welfare reform.

I will not repeat the conclusive testimony you have received from others
that the present welfare program Is a failure.

The over-riding point I want to make at the outset is that the Family
Assistance Plan Is not-by concept or design-a "guaranteed income plan"
or a "negative Income tax." The Nixon Administration does not agree with
those approaches.

It is, instead, a complementary array of work incentives, work require-
ments, training and employment opportunities, child care to enable mothers
to work, and income allowances.

Its starting point is not a guaranteed income, but the forward looking
changes made by this Committee in 1967 with regard to a work requirement,
work Incentives, and training and child care opportunities.

It Is the work incentive aspect of the legislation that this Committee exam-
nied thoroughly in its initial hearings. We understand your conclusion was
that the bill did not go far enough in assuring that work incentives were ade-
quately protected In other legislation outside the scope of the original Fam-
fly Assistance Act. The Committee was right In asking that we raise our
sights with regard to protecting work incentives.

What you have suggested is wholly in accord with the statement of Pres-
iMent Nixon in his address to the Nation last August that "any system which
makes It more profitable for a man not to work than to work. .. is wrong
and indefensible,"

I will summarize the ways in which the Family Assistance Act provides
for work incentive, Including the new proposals made last month which go
beyond our original bill.

WOOS ERCVr AND TH FAMZLT ASSISTANCE TMUOTUZE

1. Te propose Fa y Aeeeosce AW emphaei. market iwenbm to move
welare ceaft from welfare rolled to payrolls.

Family Assistance recipients will retain -the first $O0 of monthly earnings
with no reduction in the Family Assistance payment They will also retain
one-half of earnings above $0.

In the 42 States that would be paying a supplement to the Family Assist-
ac.a benefit, the first $60 of earnings would also be retained with no reduc-
tion In the supplement. The States are directed to subtract from the supple-
ment only 17 cents of every additional dollar of earnings.

The result Is that in States with a supplement, recipients will retain the
first $80 and 3 p.eent of additional earnings; while In States without a
supplement; the dint $60 and 50 percent of additional earnings will be retained.

In the case o the working poor. there is no State supplement, so the
"tax" on earnings, under the Falily asistance Plan, will not exceed 30percent.
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; The "disregard" of the first $0 of earnings represents a standardization of

tfe coats of going to work. If the Family Assistance check were reduced for this
first $10, the recipient would be out-of-pocket because of the extra costs involved
In going to work, and there would be a disincentive to accept employment.

The $ 0 Is based on budget studies nad-' by the Bureau of Labor Statistics
of outlays made for the added cost of food, transportation, clothing, personal
care, medical care, payroll deductions, and occupational needs snwh as tools,
licenses and union dues.

In addition, there it a separate disregard for child-care expenses.
Another strong Inducement to enter ?he world of work is the special Incentire

whieh would be paid under the Family Assistance Plan to encourage entry Into
training programs The present WIN program provides the public assistance
payment plus a fat $80 extra per month for persons who enter training programs.
The Family Assistance Plan provides a mnimum of $30 extra, but also allows
a higher payment-for those meeting the eligibility requirements for training
alowencee-when the regular training allowance would be greater than the
Family Assistance Payment plus the standard $30. In such cases, a family would
get the higher training allowance amount.

Not only does this provide a higher Incentive payment In the majority of
States, but it also provides equitable treatment, since welfare recipients being
trained side-by-side with other persons enrolled In training programs will be
receiving the same income.

2. The Famitly Asitanoe Pion contain, a strong work requirement
Except for exemptions specifically provided for in the bill, all able-bodied

adults would be required to register with the Employment Service, and accept
training or employment Failure to register for employment, or failure to accept
offers of training or employment, will mean cancellation of benefits In fact,
the first allowance check will not be issued until registration with the Employ-
ment Service has taken place. We estimate that 2.5 million people will be
required to register for training or work.

. The Pamft Ausistance Plan provide, an eupasded and improved program of
training opportunities, including upgrading of tMe working poor

We expect that a large number of registrants will have sufficient skills and
work experience to place them on the job without the necessity of further
skill training But some will not. For these, In addition to the present capacity
of the manpower program for training and employment assistance and the WIN
program aimed entirely at welfare recipients, training opportunities would be
expanded by 225 thousand under the Family Assistance Plan. Seventy-five
thousand of these opportunities would constitute a pilot effort to upgrade the

llla of the working poor.
4. The PF ssl Assettnoe Pla improves arrantements for providing child oars

Broadening the availability of adequate child care is absolutely essential If
more mothers are going to be able to enter training or employment. Under the
WIN program we have run into a number of obstacles to providing child care.

We believe these will be minimized by a number of provisions In the Family
Assistance Plan which go beyond those o WIN:

-100 percent Federal financing of child care, thus removing the present need
for the States to provide 25 percent of the funds

-Use of a wide range of sponsors, Including profit making enterprises.
-xpestditas for remodeling and renovating facilities.
-- Authority to continue child care after employment commences, so that a

mother dos not find herself unable to work after she has received training
at government expense.

-A senate "Income disregard" for expenses of private child care when public
child care Is not available, so that the mother will be reimbursed, in effect

The Family Assistace Plan provides for an additional 450,000 child care
opportunities. It does cost money. However, it should be recognized that these
cosa ov really an Invemnt in two generations They are an Investment in
the preoet genertion in the sense that they free mothers for training and em-
plopmeut. The coft are also an investment in the next generation because they

oechld with an early education, quality care, and attention to health
tndothe eueds

In addition to ton ieng strong financial incentives to work, the provision
at child care itself can be viewed as a major incentive to employment -
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5. The coverage of the working poor ourtail. the present practice of penalizing
work at the same tinte we reward ,wa-work

In the present welfare system, rewards have been put in the wrong place. We
have been willing to extend assistance to those who do not work at all. We
should still do this when there is a Justifiable reason for not working. But under
past systems, we have done nothing for the man who works at a full-time but
inadequate paying job for a full year and still finds his family living in poverty.
Incentives have been in the wrong place. Penalties for working are as wrong as
rewards for idleness.

6. An "Emplotbilt Plan" will be developed for those who register for training
md employment

The sill would require that such a plan be developed for all who register. At
the outset we will need to set priorities since the volume of registrations will be
greater than available resources. This means that manpower agency personnel
will asess the needs of the individuel, ascertain what manpowe- services are
required by that person to become self-supporting, and following through to assist
the individual to complete the plan.

RECENTLY ADDED PROPOSA A TO OtTrrNoTHEN WORK INCENTIVES

In addition to theme aspects that emphasize work, and in response to your
criticisms of last May, we have proposed some major additions that further en-
hance the work incentive features of this legislation.

1. The combined tax on the Federal allowance and the State supplement is
limited to 67 percent. You will recall that previously the tax on the State supple-
ment would have jumped to 80 percent after the Federal allowance ran out.

2. Earned income is now defined to exclude Federal Income taxes. This will
lower the marginal tax rate somewhat in -the better income brackets of the eligi-
ble population.

& Family Assistance and Food Stamps would be administered together. The
Food Stamp price schedule will be revised to make the price rise more even as
income increases, thus further removing employment disincentives. The com-
modity program will be eliminated.

4. A new Family Health Insurance Plan-to be submitted by the Administra-
tion h, February-will have premiums scaled upwards with income eo work
incentives are sustained.

& A new rent schedule for Public Housing is proposed in which rents vary
somewhat with income. This is done to eliminate situations were a small increase
in earnings could force a family to move and thus create a disincentive to in-
crease earnings.

6. Elimination of the "unemployed father" program, so that a father who goes
to work would not be worse off than a father who does not.

7. A strengthened work test, with Increased financial penalties for refusal to
accept work.

& Authority to construct child care facilities, if necessary, which will help
assure that lack of child care facilities will not become a barrier to training or
employment.

In combination, the original and newly proposed work incentive features of
the Family Assistane Act represent a powerful force to assist welfare recipients
to become self-supporting citizens. Over time such action should reduce the
growing financial burden of welfare on taxpayers.

I will explore some of these points In greater detail in the remainder of my
test-mo.

MISlTSATZON YOU EMPYTUMNT AND TRAINING

The Famity Amsistance Plan requires adults to register with the local man-
power agency for manpower services, training, and employment. Out of an
estimated 7.7 million persons age 16 and over who would be covered by the Plan
in 1 Tn, the following groups would be exempted:

-1.7 million wives of family heads
-LO million mothers with children under six years old
-9 million who are Ill, incapacitated, or of an advanced age
-1 million full-time students, and
-8 million persons needed in the home to care for an ill member of the house-

hold.
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This leaves 2.5 million persons who would be required to register, which
Includes 1.2 million who are already working full-time. Originally, the Adminis-
tration's bill had exempted persons working full-time. However, the House Ways
and Means Committee thought they should register so that an employability plan
could be worked out which would lead to upgrading their employment. We
agreed.

Mothers who are heads of households and have school-age children would be
required to register. In the society as a whole, seven out of ten mothers who
are family heads and have school-age children In the labor force. We should
understand that these working mothers will expect the mothers drawing Family
Assistance to expend as much effort in support of their families as they do. This
Is simple equity.

In the case of mothers with very young children, opinions are more mixed at
this point In time about whether such mothers should work or be home with their
children. There are strongly held views that such mothers should be with their
young children. There are also strongly held views that they should work, and
that their children would De better off In quality day care facilities. In the
society as a whole, less than half of such mothers work, so no clear consensus
has emerged. We believe it wlse to let these mothers decide this matter for
themselves Based on our experience with the WIN program, we think a con-
siderable proportion will volunteer for employment and training.

The reason for the other exemptions is largely self-evident. If there is a father
who is working or registered for work, we see no reason to insist that the wife
work also, and transfer the cost of child care to the public. Students in school
are doing what in all likelihood is best for themselves and society. We do not
believe they should be forced into employment.

A very important point to be made about the work requirement provision in
the Family Assistance Plan is the marked improvement It makes over the present
work requirement contained in the WIN program. The Nation is fortunate to
have had WIN program experience. We can capitalize on Its strengths and remedy
its deficiencies. In WIN. State welfare agencies now determine who Is "jappro-
priate" for referral to the Employment Service. This leaves the registration
requirement in the hands of the State welfare agencies. These ageDcies have
taken widely vary"x attitudes toward the work requirement.

This is reflected, for example, in the fact that the State of Maryland has
referred to the Employment Service only 13 percent of the welfare clients
assessed for referral, while next door West Virginia has referred 96 percent
of those assessed. In some cases, State welfare agencies are just nOt in sym-
pathy with the WIN program work test. In other cases there is wide disagree-
ment among the States regarding the application of the work requirement.

We believe that the fact that the application of the work test is spelled out
as National policy in the proposed law. rather than leaving it to the direction
of the State Welfare Departments, will mean more equitable treatment of fami-
lies regardless ot where they live, and that the intent of Congress to require a
strong and evenly administered work requirement will be realized.

The determination of Just what kind of jobs registrants will be offered by
the Employment Service, and required to take as a condition of receiving
benefits, deserves careful attention. A similar problem once existed in setting
up the Unempoyment Insurance system. Over the years, however, satisfactory
and acceptable practices have been developed.

The Administration's bill required acceptance of "suitable" work, relying
heavily on the practice developed over the years In Unemployment Insurance.
The Ways and Meaus Committee thought this ought to be made more specific,
and amended the bill.

However, on the floor of the House, there was dissatisfaction with the use of
the unemployment insurance criteria in the Family Assistance Act. It was felt
that there ought to be a separate definition.

Therefore, the House deleted the word "suitable," and the specifics added
by the Committee. In its p ace, the House substituted that a job could be refused
"if the individual has the demonstrated capacity, through other available train-
Ing or employment opportunities, of securing work that would better enable him
to achieve self-suffilency."

It i not our Intent, and never has been, to use the provision defining what
kind of jobs recipients had to take to w-eaken the work requirement. The job
an individual should take should not be a matter of choice on the part of the
Individual, but should be a determination on the part of the manpower agency.
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In making such determinations, we have no prejudices against whole categories
of jobs. It the person has no skills, he or she will have to take an unskilled
Job, unless we have suitable training opportunities available. We are not remaking
the American labor market in this bill, and fully realize that people are going
to have to do the work that is available in our economy-the kind of work other
Americans not on welfare are doing every day.

On the other hand, our intention is to help make people financially independent.
We want to get them into Jobs at their highest skill. This will both help them
and eliminate or reduce allowance payments to the maximum extent possible.

So that there can be no doubt about our intent in this~matter, we have proposed
tome changes in this provision in the House passed bill. Under the new language,
there would be good cause for refusing a Job offer "if the individual has the
ubttty, based on skills or prier experience, to acquire other employment that
would contribute more to his self-sufficiency, but only if the Secretary o1 Labor
t oe We ied tat #ueh emplopmewt is actually available in the community, and
the MdltAdual has not been $iten adequate opportunity to obtain it"

This provielon, I believe, is defln!tlve and at the same time fair.

'_tH Mi-AZOWU IROMGAM AND THE FAMILY ASSISTANCE RECIPIENT

Since the Family Asslstance Act places strong emphasis on employment and
training as vital elements in making recipients self-supporting, this Committee
will be interested in how the Depa-rtment of Labor views the capability of the
government's manpower program for this important assignment.

Beginning about 1962, a steady buildup has occurred in the capacity of the
manpower program through new manpower legislation and increased appropria-
tions. I would like to give you the dimensions of the present total manpower
capability:

-There are 54 State and territorial Employment Security Agencies, with
2,200 local offices, with 41,000 Federal and State placement personnel

-By the end of 1971, we expect to have 81 computerized Job Banks In opera-
tion in these offices

-During 1971, we expect to have 462 thousand persons enrolled in classroom
training and basic education, using-

10,000 public and private schools
70 special skill training centers for the disadvantaged
40 correctional institutions for training inmates
96 Opportunities Industrialization Centers

-- During 1971, we will have 234,000 persons enrolled in on-the-job training
involving 22,700 participating companies

-During 1971, we will have 538,000 persons engaged in work support and work
experience programs, involving 1,500 sponsors.

This adds up to a $. billion manpower program for 1971.
In the Family Assistance Plan itself, we are proposing 225,000 additional train-

ing opportunities in the first year specifically for Family Assistance recipient
One hundred and fifty-thousand of these opportunities would be for the unem-
ployed and persons newly entering the labor market The remaining 75,000 repre-
sent a first year start on upgrading the skills of the working poor.

The present WIN program is entirely made up 3f public assistance recipients
However, the capability for using the manpower program to move welfare recipi-
ents from welfare rolls to payrolls In considerably larger than Just the WIN
program. For example, in fiscal year 1909, about 200,000 welfare clients were
trained in our programs, of which only about a third received training in the
WIN program itself.
The WIN program, while still too young to have wholly measurable results--

having been in operation only about 18 months--does provide a useful basis on
which to expand training under the Family Assistance Act. While the WIN
pio m like others encountered some problems In its startup phase, we believe
that the rmpovements made in the Family Assistance Act to which I have already
referred, will permit us to overcome these problems. (See attached chart.)

In the-meantime the WIN program itself is beginning to gather steam and pro-
duce results. Sine we testified before the House Ways and Means Committee in
October, cmulative enrollments In the WIN program have Jumped from 106004
to 157 0C0 at the end of May, an increase of 48 percent. Much of this increase has
been due to the intensive efforts of the Manpower Administration and HEW
to- Identify program areas that were aging and send teams to those areas to
work fift problems
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While the program Is in Its Infancy, it has already Warted to prodwe significant

results. This is Indicated by the special survey the Manpower Administration
made in six States of 4.600 employed WIN graduates. These graduates were
employed in a broad band of ot-upations. The majority were in clerical and
mRles work, service, and production, assembly, and construction occupations.
The median earnings of the graduates were $2.27 per hour, with one out of five
earning $.50 per hour or more.

go far, our experience In job placement for those who do complete their
training has been quite good, with 90 percent of completers being placed in Jobs.

These results are In line with our general experience with manpower training
programs, which leads us to state with confidence that training can be a very
significant tool in the total kit of the Family Assistance Act for reducing depend-
ency.

We recognise that the Family Assistance Act places an added dimension on
the manpower program. The initial required registration of 2.5 million people
plus many volunteers t. itself a very large assignment. We do not regard the
responsibility lightly.

3MPLOYA&ILITY AND THE AVAL"MITY OF JOBS

In the course of legislative action thus far, the question posed frequently
has been whether a significant portion of the Family Assistance recipients, were,
or could be made employable.

In cooperation with the Urban Institute, we have made some estimates of bow
many adults covered by Family Assistance could be considered likely candidates
for employment or training. We have estimated that about 2.8 million have
good employment potential. This does not mean that there are not others we
can work with, but this group Is considered an especially good risk group from
the standpoint of employment-prospects

The estimates were arrived at by examining the characteristics of the covered
population. We subtracted out less likely prospects such as those over 49 years
of age, the disabled, those with less than 5 years of schooling, mothers with
two or .uore pre-school children, and those in school full-time, and found that
48 percent remain that have reasonable employment potential.

This remaining employable group has had considerable work experience.
Out of 1.1 million employable male heads of families, only 20,000 have no
work experience during a 12-month period. Even for female heads, fully 60
percent bove work experience during a L2-month period. So we think our ex-
pectations are realistic about achieving employability.

A related question often asked Is whether there will be jobs at the end of the
training line. Except for infrequent, and short-lived downturns, the American
economy Is both growing and dynamic.

The amount of hiring activity that regularly takes place In the American labor
market can be illustrated. Of a total of 73 million persons employed in January
of 196q, 20 million had been hired on their then existing jobs within the preced-
ing 12 months. This does not include a lot of seasonal hires because such work-
e" are typically not In the employed labor force in January.

Looked at another way, in 1968, an average of 3.6 million workers entered jobs
MA monh either from the ranks of the unemployed or from those not In the labor
force. This figure does not include the large number moving from one job to
another during a month without experiencing unemployment in between. In addi-
tion, the Bureau of Labor Statistics expects an average increase of 2 million new
Jobs each year in clerical sales, service and operative occupations.

7U combination of the fact that many Family Assistance recipients have
employment potential, and that large numbers of Job openings continually occur
in the American economy, gives me confidence that the employment aspects of
the Family Assistance Plan have bright prospects for success.

In any discussion of the Family Assistance Plan, the question of the role of
public employment arises We believe there is an important role public sector
employment can and should play. However, we do not support the large scale
WPA approach to the problem for two reasons.

The first reason is that we do not believe large scale public job creation is
need.IL In the dynamic and growing economy described above, we believe we can
train most people for the Jobs that exist. In fact, we plan to gear our manpower
effort to what the economy can absorb, and the speed with which we can enlarge
the training effort from an administrative standpoint.
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The second reason is that such a large scale program would be substituting one
form of dependency for another. We want to face the problem directly by moving
welfare recipients into the mainstream of life, and not take the route of shunting
them to welfare Jobs.

However, public sector employment is an important addition to the manpower
program If we approach It carefully and wisely.

We believe training programs can prepare the disadvantaged for the regular
Jobs that are coming available In the public sector. We are doing this under our
Public Service Careers program, and are now in the process of enlarging that
program. These are "regular" jobs, and it is as important to gain access to these
Jobs for the disadvantaged as it Is in the case of jobs in the private economy.

Further, we endorse the idea of Special Works Projects. We ought to have a
pordon of our manpower funds in temporary public employment. This gives us
a work experience component for those who need it. Our goal here, however, Is to
review these cases periodically and try to move the enrollees as soon as possible
into regular jobs or into training. The need for these Special Work Projects will
vary from time to time and from place to place depending on the state of the local
labor market Therefore, we prefer a noncategorical approach, rather than ear-
marking the funds.

Unfortunately, the present financing arrangements In WIN for Special Works
Projects has prevented us from launching a program. Theee problems would be
c in the bill before you and would provide the flexibility we need to
mount a program.

THE WORKING POOR

If I were to observe what the single most Important reform was in the Family
Asistance Act, I would say it is the inclusion of the working poor.

Somewhere along the line, we got mixed up about what the appropriate
rewards and penalties ought to be for economic behavior. We now provide
inome support for those who do not work, and until recently took all their
eoxvings away If thecy did decide to go to work. On the other hand, to the man
working full-time, day in and day out, and still earning so little that he and his
family are living in poverty, we have said you are on your own.

This is an upside down approach. If a man is willing to help himself and hi
family to the extent of holding q full-time Job that results in poverty income, he
deserves a helping hand.

Bui* a working father, living next door to a family supported entirely by
welfare, ma find that when he and his neighbor go through the line at the
supermarket, the welfare family can afford better food than he can. Such a situa-
tion is hardly calculated to make him feel that work really pays off. While he may
continue to work In spite of his feeling, we are, at a minimum, contributing to anr
unhealthy, divisive situation in American life between the working population
aid the welfare populatitk.

From the standpoint of the children in a working poor family--and after all
this U a program for families with children--they can be just as poor, just as
hungry, and Just as cold, as the children of a family where the mother cannot
work. If this is a program to help poor children, their need, not the current labor
force status of the parent, should control whether -they are to receive help.

And, If the children in working poor families are adequately fed and clothed,
they are good prospects for getting thro-ugh school, and in turn becoming steady
workers. Where the father works, the children learn that work Is normal and
expected in life.

It should be poite out that the working poor are not likely to be long term
income assistance recipients. An average of about 200,000 work up beyond poverty
levels every year on their own. With the aid of the Family Asistance Act, we
can Increase this movement into the mainstream of American life.

OONCLUXON

Mr. Chairman, here are the main points I wanted to stress in my formal
statement

W' are asking for a system that uses market Incentives to motivate people
to work, the same kind of incentives that have made the United States the
m,mt productive Nation In history.
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We are asking for a system that is equitable, one that recognizes the needs
of all families and children in poverty.

We believe the work Incentive features of YAP are both desirable and work-
able. Revisions of FAP made since May enhance their effectiveness.

We believe the Manpower Administration has the basic organizational struc-
ture and experience to carry the administrative burden contemplated by FAP.

This Is going to cost money. In the private sector money is seldom made
without investment, without patience, and without the endeavor that results
in future benefits. We believe that we are making an investment in human
Independence, dignity, and self-sufficiency--one that we will reap both social
and economic benefits in the years to come.
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The CRHmAx. Thank you for your statement, Mr. Secretary.
I indicated in the opening statement my disappointment in finding

that, after we had a group of people who came before this committee
to protest and even conduct a sitdown strike against putting any of
their group to work, we found that your department-and I am not
going to blame you as the administrator, that is before you went
fher-had made a grant of more than $400,000 to help show those
who made the intrusion, and their membership, how not to go to work.

Now, is that money still being spent to help them frustrate and
to defeat the work incentive program I

Secretary HouosoN. Mr. Chairman, I took office on July 2. On
June 30, the contract with that organization ceased to be in effect in
the Labor Department

The CHAmxn. I am pleased to know that. There is another Depart-
ment subsidizing that same type of activity. I hope we will not have
any more Federil money being expended to frustrate the very program
you are trying to administer.

I want to congratulate and commend you for not extending that
contract.

Would you agree with me, Mr. Secretary, that we would be a lot
better off training people for jobs that do exist rather than training
them for jobs that do not exist ?

Secretary Howosox. I believe that we have to say that is not only
the objective in training for welfare recipients, but training in general,
and it is one of the things that we, in the Labor Department,.try to
pay close attention to in allocating money for training. We assess the
needs of the labor market, not only current needs but future needs,
and try to apportion our moneys and get the most from our resources
by so doing.

SPZO!AL WORK PROJECT

The CHAIMAN. Mr. Secretary, in your statement you say that you
do not favor the WPA-type expenditures.

The thought that occurs to me is that we should not be putting
people on welfare when they are able to work. Along that line it
would seem to me that we would be in a better situation to pay 100
pret of the expense of marginal jobs, if need be, in order to have

doing something for the benefit of society, rather than paying
our money out, putting those people into bad work habits; that is,
into no work habits, and subsidizing them into the life of a drone,
sad wting an example for their children for the same type conduct.

Now one way, it seems to me, we might try to meet this problem
would e to say that after making perhaps a I month's payment to a
p nwho is hungry at the time, and destitute, to tell him he is

Seligible for a second month's payment unless he works. If the
city wants to put him to work doing something we will pay that
same money and, perhaps even more, pay 40 percent more, if need
be, to insur him a job. Then when we add one more to welfare, that
increses the number available we will pay for working.

Now, to me it is not as important what he is doing as the fact that
he is doing something. We are moving him toward being a working,
d rvt* of e community and of this Nation, rather than
the opposite.
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Wbe I go out to take a walk, I usually pick up the litter I find
onthe way ust as ort of a contribution to help make the place a
little better = use I was there. People can do Tat sort of ting if
we can find nothing better for them to do.

Lots of jobs can be created if we subsidize private industry to put
some people to work that they they could not afford to put to work under
other conditions.

Why should we not have available a lot of jobs-public works
beautification, things that need not be done immediately but could
be done whenever people are available to do them I There are various
things that can be done to improve the community, and additional
marginal services that industry could provide which it would not
provide if it did not have the labor available, all of which could be
done by Government payments or by subsidizing private employers to
hire these peo le

Why shouldnt we have a lot of jobs available on a standby basis
like that so we can just tell people there are jobs right there. "Here is
a list of 50jobs available to you, but there is no second month's welfare
check COmm ."
Secret IIooo . Well, there are both questions involved here of

what you do, how you do it, and how much you do.
I said in my statement that we created opportunities of the kind that

you mentioned for better than half a million people in the past year.
We also emphasized in our statement the desirability of having

available these special work projects.
We do think that it is advisable to make them special rather than

general for some very fundamental reasons. For one thing, there is
obviously the question of cost. But there are other reasons.

The pattern of the labor market that has existed has produced a
very substantial level of employment, and we do not want to com-
pletely revise the pattern of the existing labor market.

We do feel that special work projects as a device to provide work
experience which, in turn, will help the person get real jobs in the
future is desirable. But we do think these should be temporary, and
that is the reason we suggest that they be followed up every 6 months
to make sure that we do not build in as an integral part of the Ameri-
ascene deadly, deadend jobs that get the kind of reaction that theNation got to WPA-type job
So wlle we feel that the idea of using special work projects as a

device in certain circumstances is one that we want to employ and
use, we do not think it is the only one. We believe that there are
other aspects to moving people from welfare to work. One of those
aspects has to do with not just getting them on jobs, but giving them
a certain kind of attention andirection and assistance and support
in the early phases of their job, and this is an important aspect of this
question, as well.

In smmary, guess I would say. we accept the principle you are
talking about. We want to apply it with some care and with some
selectivity.

WORKUNO VOTERS

The CffmmAil. Mr. Secretary, I can cite to you many cases of myown personal knowledge of absolutely inspiring stories of women who
have not had previous work experience, good housewives and good
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mothers, who found that their husbands had not been able to make
adequate provision for them not to work in the event of his prema-
ture death and the magnificent things those women have done when
the husband died and left them with children to support. I mean in
terms of going to work and making a big success out of themselves.
I am not talking about being a captain of industry, but finding good
jobs and moving up in employment and providing inspiring examples
of leadership in their communities.

Those women did that because for them it was absolutely unthink-
able to be living under a standard that would drop them down to
where they would have to seek public welfare. They did not even con-
sider that prospect. To them there was only one thing to do, and that
was go to work and support the children and maintain a home by
whatever means were available. Those people did it without any help
from their Federal Government or the State government, whatever.

Now, when we have moved down the ladder to people who have
had less inspiration and less motivation to do that kind of thing, why
should you leave it optional for her to decide whether she is going to
go to work or live the rest of her life on welfare ?

Why shouldn't somebody make that decision that she ought to go to
work

Secretary HoDxsow. We do not make it optional for the woman who
has children in school. We make it optional for the woman who has
preschool children.

I think you are absolutely right about some of the magnificent ac-
sthat have been made by women who are heads of

One of the most interesting statistics is that 7 out of 10 of these
mothers are working and thereby supporting their families.

However, having been in industry where it is necessary to recruit
people, and in times of labor shortages recruit types of people that do
not normally come into the workforce, one of the principal concerns
that we found with regard to mothers who would otherwise like to
come to work is child care, and either the high cost of existing child
care or the absence of it, keeps a great many of them from doing the
kind of things you are suggesting, that is, going out and getting a
job.

CHM CARE

To me, one of the most important parts of this program for this
kind of mother with that kind of problem-and there are a lot of
them-is the provision for child care. It is a very important and essen-tial aspectt of the entire program, as we see it.

A Bureau of Labor Statistics survey shows that 40 percent of the
people in urban slums who want jobs are blocked because of child
camre

The CuAumAN. Well, Mr. Secretary, the reason why that latter sit-
uation is the case is just because of the failum to administer the child
CMr program-

I have a bill in with which you are no doubt familiar which would
set up a separate corporation to provide child care. It would have the
responmibility to do nothing but provide child care.

44-4 2 O---p- 2-.--m-e
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In that way we cannot be arguing who is at fault, whether it is the
HEW, Labor, or someone else, the city, the State, the county. We will
have one corporation that would have the job of providing child care,
and the child care would be available to all those people.

Have you looked at that bill enough to know whether you could
testify to the general tenor of that bill V

Secretary Hovow. I am sorry to say I have not looked at it that
closey. I knew of its existence. Our eelin is that child care will
probably have to take many forms because there will be many differ-
ent kinds of circumstances. In some cases private industry will want to
establish child care for the employees of that establishment or enter-
prue

In other cases there will be child care centers operated for profit by
organizations that do this as a community cervice.

There are many different kinds of arrangements that are suitable
for child care. At this time, without knowing more about what is
in your bill, I would only say we do not want to say there is only one
type or one arrangement.

The important thing is to see that it is accomplished and it is
available for mothers who need it, and there are inany who do. I will
be glad to take a closer look at it.

The CaIRMAN. If we do not make a success out of anything, we
ought to make a success out of child care. All it takes is money to do
it with, and provide some standards and then motivate somebody to
do the job.

Secretary HoaeoN. There are a lot of reasons for child care, I would
agree with you, other than the family assistance plan. There is a
change in life style in this country with women increasingly desiring
to work, women who do not necessarily have to be supported.

So child care is a broader thing than just the welfare plan.
The CxAm.iAN. Incidentally, that is one place where I think we

could put some of these mothers to work as a starter, in some of these
very child care facilities that we would hope to organize. I would
think in many instances we could provide a job for her right there in
the very child care facility where her own children could

Secretary HoDOSON. Probably one of the things we wou d want to
do early in our activity is to get some training going for people to
be able to do this and to do it well in the child care centers.

MOVING 017 s orr THE WEY"A ROL

The CHAmux. Now, Mr. Secretary, today we tell a person that:
We want you to go to work but with every dollar you make we are going

to reduce your welfare payment by a dollar or by every $10 we will reduce your
weltam ezumtn by $9.

Which way do you think you would be more popular, first to put
you in the position of telling those people "You have got to work,
otherwise I am going to recommend that you be taken off welfare,"
or, second, to put you in the role of being a counselor and to say, "In-
amuch as you are not eligible and you cannot receive a payment
next month, I will be happy to help you find a job I"
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Which way do you think that recipient would regard you in a
better light I

Secretary Honosox. I think I have already committed myself on
that subject in my statement. We have expressed a preference for
moving people from the welfare status into work, and providing for
it to be done on a basis other than just pointing to them and saying,
"There is a job over there."

But I recognize the element of attractiveness about what you are
saying here.

The only thing, or the principal thing, that concerns me about this
concept is that there are so many people in the welfare population to
whom merely being instructed to work and asking them to report to
work really does not accomplish the job quite frequently of getting
them into the world of work simply because they do not have the
preparation for that work.

Now, back in the midsixties, a long time ago before the term "dis-
advantaged" was even popular, and before this concept had achieved
a great deal of popularity, in the private corporation with which I
worked we undertook an experiment in Santa Clara County in Cali-
fornia of moving a number of welfare cases into jobs in this company.

We took several score of these people, both men and women, but
we found that one thing was necessary to make sure that this experi-
ment was a success: during the first 90 days or so of employment we
provided these people with special services. They came into the world
of work knowing very little about what was expected of them on the
job.

Their understanding of what conduct was required, how to take
supervisory orders, how to ask for information, the necessity of ap-
pearing on time and being available when they were supposed to be
available, things of this kind, were frequently not understood, and
special work had to be done with these people.

So the necessity of providing special attention through training,
through counseling, through providing special services for this early
period of time is a kind of bridge, a halfway house, between the
person who is unemployed and just has not been able to make it in the
world of work, and the person who is able to make it. This service
is a very important bridge, we feel, between these disadvantaged
people and what we call real jobs. And it is a bridge that can be
mane. We found that by providing these services, once we were able
to find the kind of thing at was needed-and it only took us a short
time to make this experiment a successful permanent arrangement-
we retained better than two out of three of those people over a period
of time.

They became good workers, and they came off welfare, and it was
a very Important aspect of the county's welfare reform. We even
manamd to get some assistance from the Federal Government in
finance -This example shows that with some financial help, with
som atttion to the problems that these people have, you can ac-
eomplish this change from welfare to workfare. But you cannot do it
always by just posting.
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NEED TO PASS A GOOD BIL

The CHAIRMAN. Mr. Secretary, I suspect the staff should have al-
ready called time on me. because I believe my 10 minutes are up.

Secretary HoDosoN. They probably should have called time on me.
The CHAmMAN. No; we want to be sure we have your views fully

before we are through with you as a witness here.
But I want you to know that I think I speak for the majority on

this committee when I say that we want to pass a good bill, a bill that
you can come here a year from now and take great pride in. We do
not want to have a bill that you would have to be here a year or
2 years from now or one that would cause your successor to come
here and have to apologize for its failures.

I do not want ot be, a year from now, or 2 years from now, com-
plaining that the work incentive program, for example, is not working
in a way that was intended when A initiated that suggestion before
this committee. If we can achieve the things you are hoping to do here
I would very proudly support this bill and vote for any amount of
money it might take. The cost of it is not what concerns this Senator,
and Ido not think it is what concerns most of us on this committee.

What concerns us is the, fear that after spending all this money and
putting all these additional people on the welfare rolls, we might be
worse off rather than better off.

We want to make this a good investment of public funds for the
goo# of this Nation and for the good of society, and we do not want
to see it spread in such a fashion that it frustrates the very purposes
which we claim for it.

I take it by ur statements you are enthusiastic for that same
Objective, and hope very much we can work it out.

Secretary HoOsoN. We are here to help you do just that.
The CHimw". Thank you.
Senator Williams.

BETTER WORK INCENrIVES NZDE

Senator Wiu.Lms. Mr. Secretary, in your statement you quote
President Nixon's comments in an address last August, where you say:

Any system which makes it more profitable for a man not to work than to work
is wrong and Indefensible.

I assume, I am sure, we both agree with that point.
Now, it has been shown that, in the presentation by the Secretary

of health, Education, and Welfare, that, there are phases in this
particular bill wherein it is more profitable not to work than it would
be to work.

You would agree that that should be corrected in some manner,
before any bill is considered f

Secreta Howsoiw. Certainly that should be the objective, Senator.
Senator WInaxs. Because you feel in order to encourage a man

to work or to improve his standard of earning capacity, his living
standard and so forth, that he must always have some incentive where
he can keep a reasonable portion of that which he earns

Secretmy HowosoN. That is one of the objectives.
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Senator WILLIAM s. What would you consider to be the minimum
which a man should be allowed to retain in order to have a realistic in-
centive program to work to improve his position?

Secretary HonasoN. I do not think I have a figure for you on that,
Senator, because there are so marty different kinds of what might be
called earnings or income.

There is dollar income, there is income in-kind such as food stamps,
and that sort of thing. There is assi tance in dhe way of subsidized
housing. and each of these has to be approached a little differently.

The dollar amount, of course, is from the man's standpoint, psy-
chologically and realistically the most important element to him, and
there always should be a definite gain in the cash in hand received for
additional effort expended.

Now flat, I would not say. is something you could put you. arms
around and certainly say that is the case. But when you get into such
things as the potential value of an inoourance plan, or what the actual
value, subjective or otherwise.. is of food stAmps, it is a little harder to
grasp exactly what those things mean to the individual in the same
way you oan the dollar part.

Senator WIur.u-ms Of course, when you are taking it away the in-
dividual does put a value on it, and perhaps it is harder to relate. But
would you agree that they must be taken into consideration so that a
nman, as he improves his position, does improve his living standard

aity, including all of those items?
Secretary HoDc-so,. They have got to be taken into consideration.
I am just saying I really do not know how you weigh them in the

same way you weigh the dollar.
Senator WiLLAMS. Perhaps not, but there must be some improve-

ment, gradual improvement, in the standard e lie increases his earning
capacity.

Secretary HoDosow. As he views it and as it affects him, yes.
Senator Wu.LLLMs. What would you say, just. confining that question

to cash only, what would you think would be a reasonable figure?
Secretary HowosoN. Well, when you are down at the marginal sub-

sistence level as the population we are talking about is, an additional
amount of any size is far more important to that individual than it
appears to us examining this kind of question in an analytical way here.

An additional dollar to a man who is just about a dollar behind at
the end of each week means a great deal even though that additional
dollar only represents a very small percentage of his income.

Sol am not going to try to ay that there is a certain percentage or a
certain dollar level. It should be sufficient to make that man feel that
it is worth while. But I am not a sufficient psychological analyst to say
what that specific amount should be. I think we should work toward
making it adequate, but I am not sure exactly what it needs to be.

Sent or WijaAMs. I am not either. But at some point, if we report
this bill we have got to agree on a specific figure, and that is the reasm
why I w.uld like to have the benefit of your advice.

I ag it must be adequate, I agree it must be an incentive. But,
at some 14,.nt, it does get down to the amount.

Secretuy HogsoN. Assistant Secretary Rosow has a comment, and
then Assistant Secretary Lovell.
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Mr. Rosow. Senator Williams, as you know, our objective is the same
as yours, namely? to make the net incentive gain for work as high as
possible in order to achieve what the chairman said in his opening
remarks; to increase the number of people moving from welfare to
workfsre.

As Secretary Richardson pointed out! and we are all caught in the
dilemma of this reform, we are in box in which we have the floor of
the welfare payment under family assistance, the tax rate and the
break-even point to consider, and if we change any of these in our
desire to increase the incentive results, we have substantial effects onr
costs and coverage and on other programs. The floor level of the pay-
nient, the tax rate which was fixed at 50 percent for the Federal Gov-
ment and 17 percent for the State, and the break-even point, which is
now at $3,920, that is a formula which we are caught in and of course,
if we change the floor, we raise the break-even point, we raise the costs,
and we increase the coverage substantially.For example, on one computation where we looked at a floor of

$2",0 in relation to the food stamp question we were faced with an
increase of 4% million people on the welfare rolls, and a break-even
point of almost $4,500. Those seem to us unacceptable in relationship to
what we are trying to achieve.

It has been estimated that a reduction of the tax rate of 10 percent,
from 50 precent to 40 percent, would raise the break-even point to
$9,000. I think that is socially unacceptable to the taxpayers in this
country.C uently what we have been faced with, as you know, is the

problem of achieving a balance between a structural reform moving
stepwise or engineering much more accelerated incentives at the initial
step at much higher costs with much greater consequences, probably
beyond our ability to afford at this point in time.

I think we have achieved a pretty good balance given the restric-
tions under which we operate. Moreover in addition to the direct finan-
cial incentives in the welfare reform, there is the added incentive of
child care, the added incentive of work and training. In addition to
incentives, there is the requirement of registration. We have faced the
people with responsibiliti so that all the able-bodied people have
under this bill a responsibility which was either absent or hilv
ambiguous under existing legislation.

I think this combination will work well to achieve our objectives.
Senator WnAlX Weil. I congratulate you on the editorial com-

ment. I have just been left with the conclusion that you have no
opinion as to what it is becase-

Seereftry HoDosow. We have no specific percentage figure, and we
mightas well admit it.

Senator WLAxs, That would save a lot of time. [Laughter.]
Secret HosoN. Yes.
Senator W s. It does get down to the dollar point. I am not

tryinto argue, because if we are going to have an incentive program,
thea-L-isration and this committee have got to decide what is a
realistic incentive, in order to encourage this man to work. At some
Point we have to get down to dollars, and that is what I was hoping we
could reach.
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Secretary Howsow. We would like to lay a little groundwork for
you in helping you to reach it, Senator.

It seems to me, following on Assistant Secretary Rosow's suggestion,
that the objective here is an objective of structural reform of a very
deficient welfare program. You take three things and you try to get
& balance of these three things.

Now, incentive is one of those three. The other two are cost and
equity. In cost you have to take a look at the increase over present
costs, what the future cost trends are going to be, and what you are
getting for your money. The incentive features encourage people to
work, to become more self-supporting, and to keep families together.

With regard to equity, we have got to balance the relationship be-
tween individuals on and off welfare, the relation of payment to need,
the relations between States with supplements and those without, the
working poor to the nonworking poor. These are three kinds of
considerations.

One of them is incentive and, as Mr. Rosow was attempting to con-
vey, we have to meld that particular concern in with these others in
order to get a balanced position.

We thifik we have got one, and we think the incentive arranmement
that is manifest under the plan we have been talking about is a very
considerable one.

I would like to have Mr. Rosow go further at this time into exactly
how incentives work when you more from a nonworking situation to
a working, situation.

Mr. Ro6ow. Thank you. Mr. Secretary.
Senator Williams, with your permission and the permission of the

chairman, we would like to submit for the record a table which Mr.
Barton can distribute to the members of the committee, which deals
with some of the tables which have been discussed at length with
Secretary Richardson during his testimony last week and the pre--ai week

Reconizing what the Secretary said in his remarks earlier, that
we tend to place primary reliance on cash, we believe that in the
welfare reform if we are going to get people to go to work and stay
there, we ought to look realistically on how nuch money they can
make and how much money they can keep as against what they get
for not working.

As shown in the handout, we took charts 9 through 12, with the
four cities which have been at the heart of the discussion in this com-
mittee, Phoenix, Wilmington, Chicago, and New York.
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Senator WLu&. Mr. Chairman, my time has expired, and I have
other questions when it comes back to me, and I will pursue it.

I will say that I am still left with a puzzle as to just what your
position would be.

Mr. Rosow. With the chairman's permission, if I could explain this
chart, Senator Williams, I think it would indicate how we focus on
the money Question of incentive. What we have done-

Senator WuaLAxS You can explain it and then I am going to
relate it to the other charts. I will look at it and we may discuss it
further. I would appreciate it.

Mr. Rosow. Yes, sir.
What we have done simply is to make a comparison between a

person on welfare at zero earnings, as shown in the third column in
the four cities, which is really a combination of the family assistance
payment and the State supplement; namely, $2,208 in Phoenix, or
$8756 in New York, and a person earning $4,000 a year after the
collection of Federal, State, and social security taxes; that is, a net
cash after taxes. We selected $4,000 because that is a little less than
$2 an hour and, in fact, WIN graduates are working at an average
wage of $2M7 an hour, which would produce a rate over 52 weeks of
about $4,700 a year. So-the amounts are at $1,000 increments--we
took $4,000, and that gives an after-tax earnings, combined with wel-
fare payments as shown in the fourth column, of $4,461 in Phoenix.

If we followed the Phoenix example through, we go from $2,208
for not working to $4,461 for working for $4,000 a year, a money
income gain of $2,158 or 102 percent. o

I believe that that is a substantial incentive to work, a greater in-
centive than most people would require to make the move from
welfare.

Now, in New York where the State supplement is very high, and
where it is generally considered by experts in the field that incentives
have been destroyed by virtue of the high payments, we still find that
a cash shift here from $3,756 to $5,350, in a combination of $4,000 in
earnings and payments, for a net money gain of $1,594 or 42 percent.

I recognize, Senator, we have not addressed ourselves to in-kind
payments. This is not to ignore the analysis, the penetrating and
searci analysis that you have made of some of the anomalies that
exist between a mixture of cash and in-kind payments and how it
can have a very damping, seriously damping, iff6ct on the incentive
net in the final column.

But, as the Secretary said in his remarks, we have some qualifica-
tims and doubse about mixing money and rn-kind payments to arrive
atajudgmet.

Senator WuLA My time Is expired, but I will want to dis-
cuss this further.

You will agree with Secretary Richardson that food stamps, the
-411 of cash value of food stamps of surplus food, should be counted

asmom or as cush in-kind.
Mr. Rosow. Yes, Senator Wdliam. We did this table hastily ts

morning and we propose to amend it1 with the committee's permission
and the chairman's pernimion, to bring in food stamps
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Senator Wmza~s. Rather than amend it, bring it in next Thursday,
because it makes a big difference.

Mr. Rosow. Thank you.
Senator WnujAxe. For example, it still leaves these notches, and

also move up beyond the $4,00-not everybody earns $4,0 nd
try it with the other figures, and I think you willfind that--and that
is what bothers some of us-that it still, for example, in New York,

using your same table, the $6,000 man would have $6,459, plus
in food stamps, and it would be $6,747, and he pay $703 taxes,

which leaves him $6,044.
A $7,000 man would get $7,000, and he pays $971 in taxes, which

leaves him $6,029.
Mr. Rosow. We will be glad to submit the tables revised, including

the effect of food stamps.
Senator WnAmLxs. In other words, the $7,000 min has less cash

than does the other man. Those are the problems.
You can move into charts and, as you know, pick certain points and

prove anything that you wish. But I take them all as a whole. That
is the reason I did not want to let this go.Alofthese notchesihould
be removed and, particularly, the ones that .u picked out. A series of
examples on those charts do present the picture as you explained it.
You culd pick out others which would present the picture entirely
different.

We have to consider all of them together, that is the point I am
making to you.

Secretary HocesoN. As long as you consider them all together, Sen-
ator, but do not consider the worst possible one.

Senator Wntwxs. That is right. I do not think it is fair to consider
the worst one, and I do not think your picking out three or four that
are the very best ones likewise present the picture. Either one of us can
prove either point, either of our positions, by taking certain figures.
ind I would be the first to admit that.

But in arriving at a decision on this bill we have to consider the
points that you have raised, the good points as well as the bad, and
me if we can correct them

My sggestio to the Secretary, Secretary Richardson,. was that you
cannot correct these inequitable points unless we recognize them, and
if we ae going to close our eyes to them all the time and talk about
only the good, we will never correct them.
T Wap gie for using too much of my time.
The C4AxAN. Senator Curtis.
Senator WW&UMs But I do thank you for reviving an interest in

those charts, and we will continue it further.

oNU OF A ROLLS ON TRVAINIW PROGRAMS

Sepstr Cur Mr. Secretary, the responmibility of your Depart-
weak if this legislation is enacted, is prmrily on the training and
finding th people jobs; is that right?

c YOWN.o. It is in the job area; that is right; refisteringtmrinu them, and de velopmg employbil-ty tents for them,
n thim into the world of work.
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Senator CuwRis Do you feel that with the experience that you have
had in the WIN program, plus the additional provisions of law pro-
vided in this bill, that you can do a creditable job?

Secretary HomOsox. I would think it would have been an enormous
task for a Secretary of Labor before the early 1960's to consider
something like this before there had been any significant manpower
activity before we had the succession of Iegslative enactments start-
inL wtah the Manpower Development anT Trainin Act and the
sufm lent acts that really got us into this training an empoyability
business, developing a broad scale manpower program, relating our
activities to all of the various different State employment offices
throughout the Nation, building a programmatic ability, and a con-
cept of how to improve the state of the labor market in this Nation.
It would have been a tremendous job then.

I think we are very fortunate to have had that general background
behind us, and we are also fortunate that we have ihad a brief period,
although admittedly it had been brief and it is inconclusive but hope-
ful at the moment, with the WIN program. The program has shown
that this kind of activit can be successful, and by kind of activity
I mean the movement of people from welfare to regular jobs.

Senator CumTIs. Now, what I want to know, and I take it your
answer is ye-

Secretary HODGSON. You take it properly.
Senator Cuvrr (continuing). Would t is program, if you can make

it a success with 24 million on welfare, why couldn't you make a
success of those responsibilities falling on the Department of Labor
if there are only 10 million persons on the public welfare?

Secretary H osN. First of all, I think, as you know, we do not
accept the fact that there will be 24 million people on welfare. But
that is not the thrust of your question.

Senator CRws. I do not want to enter into a discussion on the merits
of adding people.

Secretary Ho1qsoN. Right.
Senator Cumn. I want to know, you have contended that you could

do this job. Now, is there any reason why you can not do just as good
a job dealing with 10 million people as with 24 million f

Secretary HoosoqN. We could if we had the same tools.
Senator Curs Yes. In other words, if the Congress, regardless

of what they do about adding all of these millions, if we would give
attention to those provisions of this proposal dealing with training
and registration and work, you say you can do the job?

Secretary HoxsoN. That is the purpose of those respective tools
that we have built into this act; to enable us to do the job. We have
built them in based on the learning experience we have generally with
outr manpower program and, specifically, with regard to WIN.

For n ce, the child care component we have built in is one that
we have had to come to regard as a major deterrent to moving people
from welfare rolls to payrolls because so many people, so many women
particul 7 , ar in need of child care. That is just one example of

t Vitool that we needL
Senator Cvwu Well, the point I am trying to make is this: It does

na sense at all to increase the rolls of-people receiving public
amistwace in order to initiate a back-to-work program.
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Now, this bill, as passed by the House, would increase the number
of recipients of welfare in the State of Nebraska by 285 percent, and
my point is that you do not have to increase the number of recipients
by any appreciable number, let alone 285 percent, in order to face up
to the job of assisting people who are now on welfare, to get a job.

SeCAet7 HODo. Wel , if you are speaking, for exam le, of not
including the working poor we would think that that would be a step
iaid a becausm-

Senator CuRm. I am not asking you what you think about it. I am
asn you insofar as executing your training program.

Secretary HoDOsoN. Your question is simply the question of
numbers

Senator Crrs. I do not want to get into an argument with you as
to whether or not we should include people who are working for their
living now. I am accepting the fact that you are supporting that
position.

What I want to know from you, is it necessary in order for you to
make a success of registering, training, securing jobs, providing day
care centers and other things for the individuals on welfare in Ne-
braska now, is it necessary to increase the rolls by 285 percent?

Secretary HoDGON. It is the tools, not the numbers that are impor-
tant. Give us the tools that we ask for in this bill-

Senator Cmus. And by the tools--
Secretary HowosoN. Yes.
Senator Cuvrrs (continuing). You are referring to those sections

of the proposal dealing with these things of registration, day care,
paying the full bill for ay careI

Secretary Hoxsox. All the various incentives that go with it.
Senator CuRI. The traig and all that?
Secretary HoDosoN. All the various incentives and disincentives

have to be added to that.
Senator Cuans Then the answer is if you get that legislation relat-

ing to employment, day care, and so on, you could do the job in the
State of Nebraska without a bill that increased the number of recipi-
ents by 285 percent I I am not asking you whether it is wise to increase
it, or not, or whether you recommend it being increased or not.

Secretary HobosoN. As I see it, your question is quite simple: Do
numbers, the additional numbers of people make a difference in success
or failure?

Senator CbRrm Yes.
Secretary HovosoN. And what I am saying is additional numbers,

as such, do not. If you give us the in.redients of the bill, all the tools,
all the incentives and removal of dishicentives that exist in the bill,
then we can do the job.

Senator CUMr. Yes. Well, I think we are in accord on that. I appre-
ciate your answer. I think it is forthright. I think it is correct and, as
a matte of fact, it probably would be easier to apply a program to a
smaler number than a larger number, but I will not press that as a
dired question.

ink thmt the COnrs would make a terrible mistake by increas-
ing tha numb of pub lic welfare recipients from some 10 million to
in the neighborhood of 24 million. How many of them will go on
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receiving some sort of cash benefits and never get off again nobody
know&

In doing that it is proposed to have 215,000 additional training slots.
Secxer x H co o . 000 .t eto[r . Yes According to my mathematics that is less than

2 percent of the additional recipients that this bill would put on. That
is how far we would fall behind. We would put on somewhere between
18 and 14 million who are not on now; we would provide training for
2 percent, and I cannot understand why, in order to reform a welfare
program, you have got to increase the problem before you start to
solve it.

Secretary HaoDsoN. I believe that there are three elements to your
observations there that I should comment on. The first is, of course.
that we do not believe that the increase that you hypothesized will
occur.

Senator Crms Well, those are HEW's figures.
Secretary HovosoN. Yes. It is the maximum possible. It is not the

actual number. It is the maximum possible, the potential. They have
used that as a potential, not as actual If we took the present program,
and we took te potential coverage of the present program, it would
be much bigger than the actual coverage. So you cited a potential figure
that is not probably gIfg to be realized in any significant way.

Senator 8 I th that is probably true because the people are
not asking for any such thing.

Secretary Hooosoxr. A lot of them won't, so that is the first aspect
of it.

The second is that there are structural reforms involved in this
bill that go beyond the suggestion that you have made here as being
all that is needed.

Finally, there are two elements that would indicate that we ought
to limit the number of additional slots that we request for training, at
the outset of this program. One is that whenever we start a program
of any great agnide in the manpower training field, you 'havebuilt up problems You do not start running, you have got to start
to w*lk-before you run4 and you had better ask for the amount of money
and the number of slots that you can administer effectively, so you start
ate slow Pacm, and then 1ou build that up.

I woula not want to leave this committee with the impression that
this would represent the maximum accommodation that we could make
through the years. This is a start, and a start only, so that is the first

The second one is that a lot of I people are going to. with the
assistance of the employment service, find employment without the
necessity of traminng. So do not feel that the movement from welfare
to employment is going to require training in every case. We would
think not.

Seftr Curmr No Mr. Secetary, please do not misunderstand.
I drcted no criticism at your figure of 250000. My criticism is against
the idlof adding 1 or 14 miliio-

e ar wsoiw. I umerstad.
Sma or i€~ontnuing). Peopleon the rolls
You~ve iu oveuiny point that you can do a better job with a

smaler number. That was the essence of your reply. I agree with you
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wholeheartedly. We can make a better job of reforming welfare by
not adding such tremendous amounts to the potential.

That s Al, Mr. Chairman.
Mr. Posow. Mr. Chairman, Senator Curtis, can I make a comment

wihvead toyour figure I
SntrCuwrza. Yes.

Mr. iosow. I believe you are referring to the total welfare or family
at population, and it might be more accurate if you made two

a ndents to that.
One is there are 7 million adults who would be in the program, and

if we took all adults in the progrm without breaking up those who
ae able bodied, and so forth, I think really it would be more appro-
priate to take the 2.5 million adults who would be required to re sister
uier the law and compare our training capability to that 2.5 million.

Senator Cumis. Which would make it about 10 percent.
Mr. Rosow. Yes, sir.
Senator Cumis All right. I think that is fair. I think that is

eminently fair. But the point is-
Mr. Rosow. The increment ,'f the 225 would be 10.
Senator Cumr Yes.
Mr. Rosow. But we have a bas program that is now training about

an equivalent number of public assistance recipients, so it might be 20
per in our first year.

Senator CuRrs I understand. No, no, I understand. I did not com-
pare it to your total number of recipients. I compared it to the total
number that would be added.

Mr. Rosaw. Yes, sir.
Under the new bill, we would have 2.5 million registered, and I

think the real genuine question here, the hard question, is how many
of thou. people could be reached with training programs, recognizmg,
as the Secrtary stated, that some would be referred directly to work
Well out of the 2.5 million we could probably reach about 400,000 in
th firat year.

Senator CuRTs But the point is, and these figures are so big I can-
not comprehend them for the Nation, The point is figured. up any way
you'want to you have got a lot bigger job in the State of Nebraka if
we increase the rolls by 285 percent than if we do not. If you are
Poing to train the people who are receiving welfare and if we take

isead of the 2 peteent, 10 percent or heads of families, we still have
qite a spread bew what we have increased and the most optimistic

wet= onthe trung.

The CIE mr. Senator Talmadge.

DInm IC nw TIUT JOB TRAUIWG

8ssxw Tw,&Dm Mr. Secretary, how many Federal agencies we

'Ie~~Ekiwwm Fer agniest I know we an the massive
me. There are others that do some. Most every agency that operates
*ivit such os the Department of Deene Department of Trm-
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portation, that have operational components, do some of their own.
The Veterans' Administration does some training of their own.

But training that is performed by the Department of Labor is the
principal trading thrust of the Federal Government.

Senator TALMA AO Would 19 be a reasonably accurate estimate ?
Secretary HowosoN. My able lieutenant has just said 19 agencies with

1.3 programS
Senator Tlm4UXL Well, our staff worked with the Library of Con-

gress and everyone else we could find for months and months try.i to
find out where this mystic maze led, and we reached the conclusion
that it was 19 agencies and 39 programs

My point was that I was very much interested in your comments
about the training program in California a moment ago. The jobs are
going to lie in the private sector; are they notI

Secretary Hoixsox. Four out of five jobs today are in the private
stor."

Senator Tmmnor. Why do we carry on these expensive job training
=ora ms, some of them in these youth camps, if I understand it cor-

y, which run as high as $12,000 a year, and train people for non-
existfnt jobs in institutional training

Secretary HowosoN. The great thrust of our training effort, with
very limited exceptions for a public service career, is for training for
private sector employment.

The principal program in which we are involved theie in training
is the one tha is run in conjunction with the National Alliance of
Business Men.

Senator TAMAmz. Why shouldn't we be realistic in trying to work
out a partnership between the Goverment and private business, be-
cause tht is where the jobsaref

Secretary Himosow. We feel we are doing that now, and it is a very
effective partnership. It is one of our best programs.

Senator TAX.&oz It can be improved.
The President, when he was campaigning 2 years ago, talked about

this as a way of a job effort. What Ithink we have got to do, Mr. Sec-ret is when you get a person with limited education, few skills, few
work habits, you have got to get him in a particular plant, teach him
to work on a particular piece of machinery or a particular lathe, doing
* specific job; isn't that true ?

Secretary HowesokT. That is what I have been doing the last 30 years
of my life, Senator. I agree with you.

Senator TALM mxi I am glad to hear you say that because I have
offered an amendment to this bill designed to do exactly that. I do not
think you can pick up a fellow and send him out to Denver, Colo., in
a youth camp, train him for a nonexistent job, and when he gets home
there is no job available.

Secretary HoeoOx. Well, this is where I would have to give you a
figure that you should now, Senator, that about 75 to 90 percent of the
trainees who completed the program have actually gotten into jobs.
The training has been conducted, on-the-job, in institutions, in train-

centers, or industrialization centers.
In some cases, industries themselves like to bring fully trained peo-

ple on to the job rather than do it on the job, and it would be, I thik
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most unwise for us to try to straitjacket the full range of training
efforts into just one or two kinds that would be appropriate.

I do agree with you thoroughly that the training should be directedtoward meani f jobs jobs that exist. You do not train people for
some hypothetical job. You do some advance manpower planning, you
look and see where the growth sectors of the economy are, emphasize
trends with regard to craft levels and where skill levels are, and you
direct training m those efforts.

Senator TATAWX. In other words, when he gets through training
he is already on the job and becomes a taxpayer that day; is that your
ideal

Secretary HoDGsox. A taxpayer rather than a tax eater.
Senator Tmmw F& I agree with that wholeheartedly.

RELATING TRAINING TO AVAILABLE JOBS

Mr. Secretary, the amendment I offered to improve the work in-
centive program would require you to establish local labor market
advisory councils to identify present and prospective job oppor-
tunities in the area so that training under the work incentive program
can realistically be related to the jobs available.

I judge from the comments that you have just made that you share
that view. But I notice that the bill before us has no similar require-
ment. Do you have any objection to such a provisionI

Secretary HoDGSox. I share the view that the job should be done;
that is, the jnb of determining where the best place to provide train-
ing emphasis should be. I am not prepared to say that the best way
to do that is with one device or another, such as you have suggested.
I would want to examine how these kinds of councils that you suggest
work.

The labor market is a very complicated thing. For some jobs, for
instance, the labor market is national, for technical and engineering
and some higher level jobs.

For some it is regional, for some it is local for some it is just a
commuting community, so that kind of device that is needed to decide
what the total market needs for skills and talents might be, that kind
of device would have to be worked out pretty carefully.

AUERBACH CORP. RECMMNDATIoNs

Senator T&I, xxi. On pages A-9 and A-10 of their report on the
work incentive program, the Auerbach Corp. cites several examples
of conflicting Labor and HEW regulations on the work incentive
program. They recommend that joint regu ations be issued. Present
law authorize the Secretary of Labor to issue regulations, but requires
him to consult with the Secretary of HEW.
* The amee that I have offered would. require the issuance of
o.t regulations The bill, however, goes in the other direction by

sig out, the requireme-nt that there be any coordination with the
DV~ttof HEW.

._ doYO feel we should move in the opposite area, the opposite
direeU of coordination I

S.Oecr H eoi. Well, first., let me say that "he WIN program
in the early phasm certainly did have some admi_ rative problems.

44-527-70---t. 2-27
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The ones between the Department of Labor and HEW were only
part of them. We believe that through attention the great bulk of
those have been corrected.

But, quickly, to answer your question, we would say we certainly
agree with the objective that you are talking about, and we would
offer to review the family assistance plan language to see if further
improvements can be made along this line.

Although, right now, we are engaged in many joint planning activi-
ties, there is no reason why such a requirement could not be written
into law.

Senator TALMAIDOE. In that same connection, Mr. Secretary, the
same study stated that one problem in evidence throughout the evalu-
ation period was the lack of labor market information, specific enough
for local WIN operations to use as a guide for program planning de-
cisions or job development functions.

The bill before us does nothing to correct this shortcoming.
Would you support the provision of my amendment which would

require the establishment of local labor market advisory councils
to insure that training is related to real job opportunities?

Secretary HonosoN-. I support the idea of relating training to job
opportunity, and whether the councils are the best device or not, I
would have to examine that.

Senator TALxAD0E. How much did the Department pay for the
Aueibach Corp., for the st:idy they did on the work incentive pro-
gram ?

Secretary HonosoN. $4S0,000 is the figure we have.
Senator TAMADOE. Why has the Department disregarded so many

of their recommendations in preparing the work training sections
in this bill ?

Secretary HoDsox. Well, we do not think we have. For instance,
one of the things that may not. be in this bill but is going to contribute
mightily to the solution of the problems that are revealed by that
report, is the new job bank program they we are pushing very avidly.

We have got 46 of those in existence now. By the en of this year
we will have 55, and by the time that this bill goes into effect, we
will have pretty well blanketed the country with these job banks.

The utility of these banks in determining the existence of openings
and the availability of certain kinds of work for planners to use in
determining what kind of job training programs are set up is going
to be a real boon to us.

REMOVING PEOPLE FROM TIE WEJARE ROLLS

Senator TALMADGE. When Secretary Finch appeared before this
committee I asked him, and I quote:

How do you expect these work incentive features of your proposal will remove
people from the welfare rolls, If ever?

Secretary Finch's response was, and I quote:
We don't.
Mr. Secretary, what will the bill before us do to remove persons

from the welfare rolls, and do you think we can change the bill so
that it could remove people from the welfare rolls?
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Secretary HoDOso-.,. I think that that is the objective of this bill,
and an objective that will be achieved in many ways.

For instance, just the registration requirement alone, registering
with the U.S. Employment Service, places people in what might be
called the employment mill. It gets them acquainted with the Em-
ployment Service. It provides them with how to do it counsel, that
is, how to get the jobs. It exposes them to help from these employ-
ability teams we are setting up. It places them in n position for ready
employer recruitment, a place where employers can come knowing
that there exists a reservoir of employable people.

Job banks, as I say, are going to speed this procedure, and the
entire process constitutes both an opportunity for and a pressure to
enter the world of work.

But, in addition, the training requirements and opportunities under
the act simply have to contribute to our ability to get them off of
welfare and into the world of work.

Clearly one thing experience shows, both in private industry and
in the public sector, that training and related services just enhance
employment chances particularly for a marginal number of the work
force. We can build on what we already know if we utilize the broader
and more flexible range of tools that FAP will give us.

Finally, I would have to say in removing the disincentives that
now exist from work that FAP will contribute to a motivation to get
off of welfare and into the world of work.

So it seems to us that a combination of these three things, the re-
moval of the disincentives, getting people into the. employment mill,
and the provision for training and services, these things will make
massive changes in both the perspective and the motivation of our
bottom rung people in the country. Responsibility and efforts will be
rewarded, and evasion and slothfulness will be penalized.

DETERMINING EMPLOYABILrrY

Senator TALMADGE. In your report you stated that a difference in
interpretation of the law between the welfare and employment agen-
cies during the start up period sometimes hindered the development
of the smooth and efficient enrollment process. What was this differ-
ence in interpretation ?

Now, under the provisions of my amendment for the joint pro-
mulgation of regulations by the Department of Labor and the De-
partment of Health, Education, and Welfare, we would help to avoid
such a situation.

Secretary HosN. I would like to ask Assistant Secretary Lovell
of the Manpower Administration to respond to that.

Mr. Loviu. First of all, Senator, under the current WIN legisla-
tion the decision as to whether an individual is emplo able or not is
to be made by the State welfare agencies, under guidelines developed
by HEW and followed in different fashion from State to Stat.

Utah referred 95 percent; New York 6 percent. So there was tivmen-
dous variation in the interpretation oi those guidelines.

Under the family assistance plan the registration criteria are Fed-
eral, and there are very clear-cut eligibility requirements. Income is
one requirement. Age is another; anybody who is under 16, will not
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be eligible. If they were physically unfit or aged they would not be
required to register, and so on. But they are very clear, and they are
Federal requirements, so we feel that these clear-cut Federal require-
ments in terms of eligibility will go a long way to re-solve the problem
we had under WIN.

Senator TALNADOL Mr. Chairman, my time has expired, and I hope
I will have an opportunity to pursue some of these questions.

The C-HAI AN. Senator Miller.
Senator Mm.iz. Thank you, Mr. Chairman.

DETrMINING itADEQUATH" OPPORrUN1TY TO o(rAIN JOB

Mr. Secretary, I saw the redraft of the work requirement section of
the bill which you quoted on page 12 of your statement.

There is one thing I would like to ask you to elaborate on a little bit.
In that language you have the clause "and the individual has not been
given adequate opportunity to obtain it."

Of course, the word "adequate" is the kind of a word around which
considerable controversy can wage, and I would like to know what
type of interpretation you would have in administering this with
respect to the word adequate.

Secretary Hor~soN. One of the things that certainly would have to
be considered is the question of the time element, Senator. If an in-
dividual maintained he could in 48 hours go out and get a job differ-
ent from the one you offered him, and give you good evidence that he
could do it, then you have to consider the adequacy of the time element.

The word "adequate," the term "adequate," is very carefully placed
there in order to make sure wo have achieved what we call a strong
work test, and that is the way we are going topursue this revised
provision that you have before you. It is an endeavor to make it a
strong work test, to firm it up rather than to have anything that might
be interpreted as a loophole.

Senator MmLm In other words, your interpretation would be a
strict interpretation as distinguished from a very liberal interpreta-
tion of this.

Secretary HODGSON. Exactly.
Senator VmAi. Suppose that a job is available but it requires or

it would at least require the individual concerned to join a union
because there is a umon shop agreement with the plant concerned
and the individual does not want to join a union and declines to do soi

Secretary HonosoN. There is no provision--
Senator lMi.L_ Would you say he has been given an adequate op-

portunity under those conditions I
Secretary Hopmsox. This is not dealt with in th3 bill. He would

have to work under those circumstances.
Senator Mniza In other words, he has to take the job under the

conditions that exist with respect to other workers, and he cannot
undertake to set himself up in a separate category and decline ?

Secretary HonosoN. That is right. If the represented employees in
the plant in which he wants to go to work have, through their union,

eto a union shop provision, then he will be bound by that the
same as anybody els.
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Senator Mu.imL. Well, I am not suggesting that he necessarily
wants to go to work there, but the job is available.

Secretary HoDosoN. We sent him there. You are right, he is obli-
gated to follow the conditions and provisions in that plant, and if
those provisions and conditions include provisions for joining a union,
then that is a requirement, it is incumbent upon him.

ADEQUATE INCENTIVES NEEDED

Senator MxaLE. Thank you. Now, on the same track Senator Wil-
liams was on, and referring to this chart you provided us with respect
to Phoenix, Ariz., the figure $2,153 is the amount of money income
gain if a person goes from zero to $4,000.

What would be the figure instead of $2,153 for the person who goes
from zero to $3,000 ?

Mr. Rosow. It will take us 1 minute, with your permission, Senator
Miller, to find that table.

Secretary HoDooN. One of the reasons, Senator, that we used the
$4,000 is that is at about or slightly less than the rate at which we
have been placing most of our WIN placements.

Senator MiLua& I understood that.
Mr. Rosow. That figure would be $1,790, Senator Miller, the differ-

ence between $3,998 and $2,208, $3,998 being the amount after tax.
Senator Mnia. So that in the case of the person in Phoenix who

goes from $3,000 to $4,000, his net cash improvement would be $263.
Secretary HoDosoN. Yes.
Mr. Rosow. Yes.
Could I respond to this question which keeps coming up, Senator

Miller, which Senator Williams also raised, about the way the tables
are constructed which tend to show people moving, in $1 000 incre-
ments, from a $3,000 job to a $4,000 job or a $5,000 to a $6,000 job.

The premise of this table which, I think, is very realistic, is that the
objective of the welfare reform, the objective of the Secretary of Labor,
is to take the people from zero income, people who are completely de-
pendent, to move them into a job, and I think that is the first most
valid comparison we tend to concern ourselves with.

It is true once they are on the job they may have some opportunity for
advancement, and we want to retain the incentive. But I think the
critical point that we face is getting them from a nonwork posture
into work and, therefore, the reason we selected $4,000-or you could
use $3,000--was in comparison to the zero income situation where they
are contributing nothing, and they are 100 percent on welfare, how
much will they get if they go to work.

We know in most cases the way we have been placing these people,
they do not go to work for $1,000 or do not go to work for $720. We get
them a job at around $2.20 per hour, so it ts that comparison, it seems
to us, which is the critical comparison. That is the point at which they
leave the welfare rolls. Once getting that sort of an income, then they
are faced with the type of problem of what happens for every incre-
ment mi income in moving up the scale of wagem

Senator Muzm. I recognize the critical importance of that. But I
also think we had better face the fact that an inseparable ingredient
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to this plan is to aid the working poor. That is the theme of this whole
program and if that is the theme, and that is an inseparable ingre-
uien , I do not think we can overlook the deviations in increment for
the working poor, and that is what I am focusing on and what Senator
Williams was focusing on.

Mr. Rosow. For the working poor, Senator Miller, as you know,
there is no supplement mandated or required in the proposed Family
Assistance Act. Therefore, in the case of every working poor person
they will always have a 50 percent incentive to increase their income.
The will keep 50 cents on every dollar because the only tax applied
or tle only reduction of welfare payment will be in the family assist-
ance benefits.

Senator Mumtua. I do not see this 50 percent. I just asked you to give
me the figure of $3,000, and I am looking at the cold hard cash.

Mr. Rosow. Right.
Senator MnERn. And the figure in that next to the last column for

Phoenix, Ariz., would be $1,790 for the $3,000 man, and it would be
$2,153 for the $4,000 man, and that is a $263 net take out of the addi-
tional $1,000 earnings, as I read the tables.

Mr. Rosow. Yes. But the caption on the table is "4-Person Female-
headed Family," not the working poor. We have not submitted a table
for the working poor because it is really very straightforward. We
would have to give you a separate table. It would merely show if
we looked in both columns, for Phoenix, Ariz., the FAP benefit would
be reduced as shown here in the second column. There would be no
State supple n-m,'. We have got some other tables we could submit
that show it. But since there is no State supplement, there is no 17-
percent State tax imposed and, therefore-

The CHAMAN. If I might just interject here, though, it seems to
me that if you are not including the food stamps in here then you are
not giving us a meaningful chart, at all.

Are you aware of the fact in a lot of States these people have just
been selling those food stamps for cash?

Mr. Rosow. No, Mr. Chairman, I am not aware of that.
The CHUMMAN. I had to alert President Johnson on that. I thought

President Nixon would know it when he came in. It is happening right
in my own State where they are selling them.

Mr. Romow. Maybe President Johnson did not tell President Nixon.
The CHAIMAN. Mr. Nixon named one of these forests Ladybird

Forest, and I know they had a chance to talk about matters that day,
and I would hope that President Nixon would know about that.

But in many instances they have been selling those food stamps for
cash.

Secretary HnoDsox. Mr. Chairman, you are right. We made the
chart up this morning, and we will bring you the next time we are
together, one that includes the food stawlps. We did this for our own
purposes, but in discussing the circumstances here this morning we
thought we would use it to illustrate some of our contentions.

We really had not intended to introduce it. We will introduce a
better one later.



807

The CHARmAN. If you did not have the food stamps on there you
would not be presenting the picture at all. It is conceivable instead of
having a 100-percent gain the man might not have any gain at all,
though I am sure he would have some. You might cut 102 percent down
to 50 percent benefit.

Secretary HoDOsoN. He would have some. But it is a fascinating
thing, Senator, the average person does not consider income in kind in
exactly the same way he considers income in dollars.

The CHAIRMAN. He can sell the food stamps for dollars, and that is
dollars.

Secretary HoDoso-. Yes, I know. But it is a discretionary thing in
one case, and in the other case it is not unless he makes some sort of
side deal.

Now, I am not ever minimizing the ingeniousness of the American
public. They can find ways of doing what you are talking about. But
the important thing is that the psychological and realistic aspect of
the dollar difference is greater from an incentive standpoint than
thi in kind like medicaid and food stamps and that kind of thing.

Mr. Rosow. May I, Mr. Chairman, answer that question just with
regard to Phoenix, since we were using that example? I have just cal-
culated the effect of food stamps on the first line on this chart, and by
adding.the food stamps back in, which have a value of $646, if the
person is not working, you would get the welfare income up to $2,854
instead of $2,208, as we show.

Th,3 earnings after tax would be $4,461, and when I subtract those
numbers, I come up with $1,607 as the incentive for going to work at a
$4,00 salary; still substantial.

Senator Mwmx. I was trying to be responsive to the table you have
provided us. I have the same reservations about it as Senator Long and
Senator Williams. But what I was trying to bring out was that in the
case of a four-person, female-headed family in Phoenix, Ariz., earning
$3,000, if she increased her earnings to $4,000 the net difference would
be $263. That is just with respect to your table alone. And, I think, as
you know, some of us have been concerned over the overall picture of
taking into account the money and the in-kind income, and we find a
difference then of, perhaps, $75 by going up $1,000, and this causes a
great amount of concern, and it is something that I think we can take
into consideration with your suggestion that the cash money is psycho-
logically more important than the cash and in-kind combination.

But Yassure you from the standpoint of the taxpayers who are pay-
ag the bill, what counts is the total amount to the taxpayers, and

,you cannot deny.
I have reservations about the difference in the incentives by grada-

tions, and while it may be that only f6 percent or so of the people are on
public housing, I think we had better look at that pretty carefully.

DW ?RENCS r STATUS OF "PEOPL IN URBAN AND RURAL AREAS

Now, in your concluding remarks, Mr. Secretary, you said, "We are
asking for a system that is equitable and one that recognizes the needs
of all-families and children in poverty."
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I think everyone would agree with that statement. The question is
whether or not the application of the bill will achieve that objective.
We can all go out in opposite directions over what is equitable and
what is in poverty. But one thing that troubles me greatly about this,
in trying to devise an equitable bill which recognizes family and chil-
dren in poverty, Secretary Richardson testified that there is no differ-
ence between the status of people in rural areas and the status of
families in urban areas.

That was a principle that I thought had been pretty- firmly estab-
lished through the Office of Economic Opportunity, and I have not had
a satisfactory answer as to why we do not continue the recognition of
the difference that exists between those two kinds of families.

Would you have any objection if this bill were drawn in a manner
which would require, which would authorize, the creation of such a
status in order to achieve equity in the poverty status that you refer to
in your concluding remarks?

Secretary HooosoN. Isn't one of the principal ways that is recognized
now with State supplements?

Senator Nmu I do not know. It may be yes; it may be no. But I
am looking at the total at the end of the charts with all of these variants
inkind ana cash amounts taken into account, and I see no differential
between the people, the families living in the rural areas and the
families living in the urban areas.

It does provide a base for the State supplements to acoifibi6dte in
whatever way they see fit for differences beyond that base, that is true.

Perhaps we should require that the State supplements take that into
account.

Secretary HoDosoN. I do not have any observations to make on it.
Senator Mnxz. Then further, there is no effort made to differentiate

between the cost of living by areas of this country. It seems to me that
the difference in the cost of living is considerable from one area to an-
other and if indeed, we are trying to achieve equity and recognize the
poverty conditions it seems to me we ought to do that, too.

Now, maybe this can be taken into account through State
supplements.

SNecretary HoDxsow. This is where it is taken into account.
Senator Mur. But if it is, maybe we ought to make sure that it is,

and there ought to be some uniform Federal standard so that the State
supplement in one area will not be higher than in another area, which
has the same cost-of-living base.

Secretary HonosoN. Well, as you know, the purpose of this, as a
structural form, is to build and then allow States to go beyond that
base as they see fit, for the reason" of the kind that you mentioned,
differences in cost of living, and what they feel they an afford with
their tax base, and things of that kind. But we have not carried it so
far as to dictate to the States what exactly they should or should not
do in the way of State supplements.

Senator MnAw. It seems to me we could dictate at least a minimum,
a, d then if they want to go beyond that, all right. But we ought to be
satisfied that there is a target which is going to recognize the differ-
ences, and see to it that the States recognin the differences.



809

If they want to go beyond that, that would be up to them, I suppose.
But I am concerned that we may have a uniformity of national stand-
ards here which is, as I understand it, a very important ingredient in
this bill.

Secretary HoDosoN. Uniformity in minimum standards but not in
averages or norms. The averages or norms will be gained by how far
the States in their respective wisdom and for their respective reasons
choose to supplement the national pattern.

Senator Mfix. That is correct. Uniformity in minimums which
would, I think, require uniformity with respect to cost of living by
areas, and uniformity as between urban and rural as minimums.

Secretary HoDosoN. Well, we let those things be accommodated for
by the States as they so choose.

Senator Miui aR. Yes; but, you see, we leave it as they so choose with-
out a minimum, as I understand it.

Secretary HODOSON. Without a minimum for tht:.. but a Federal
minimum for it.

Senator MiLmLu It seems to me it ought to be a Federal minimum
for them.

Secretary HowosoN. We believe in a floor, but a national floor. But
- going beyond that, and saying there ought to be specific accommoda-

tons required of the States for the two reasons that you mentioned,
-~--tM-ost-f~iingand the dilf-erence between rural and urban living

costs, those things we have left to the accommodation by the States
themselves.

Senator Mum. I know you have, and my point is that I do not
think we should leave it that way, without having some minimums put
in here.

Secretary HonosoN. I understand that.
Senator i= I understand that this can be difficult in adminis-

tering. This is, I think one reason why we have stayed away from it
for a number of years. hut, by the time you realize that you are becom-
ing sophisticated enough to run these job banks which, I think, is a
tremendous idma and will be meaningful, and with the computer
facilities that we have, it seems to me that it is now in the area of
feasibility, and I think we ought to take advantage of it in order to
do equity. If you would like to explore that a little and just add a
comment for the record later on, I would appreciate it-

Secretary HoDGSoN. I will do that.
Senator Mum (continuing). Because we do not want to saddle you

with something that is not administratively feasible.
Secretary HoosoDN. It is not only a problem of administration but,

as you well know, I think there would be different views on how far
the Federal Government ought to go in asking States to conform to
Federal standards beyond that which we have already, so that is
where the rub comes.

Senator MuLa. Could you give us a comment, with the assistance
of your staft, on that point I

Sectary oooii. I would be glad to do that, Senator.
Senator Miaa It would be helpful.
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Thank you very much, my time is up.
(The information follows:)
Differences among States in the cost of living can be recognized In setting the

amount of the State supplement. However, we would be reluctant to add a
Federal standard specifying how the States must do this& The proposed legis-
lation now specifies the Income level for eligibility for State supplements, the
amount that must be disregarded, and the percentage the supplement can be
reduced as earned income rises. We can not completely circumscribe the State
participation and maintain a Federal-State system. Since the States are pay-
ing 70% of the supplement, we believe they should have control over setting the
amount.

The CHAM w. Thank you, Mr. Secretary.
Now, I regret to say that we will have to conclude this morning's

session. I had hoped very much that I would be able to call on Senator
Fannin, but I will call on him promptly when we meet on Thursday.

(Discussion off the record.)
The CHAnIMAN. We will recess until 10 o'clock on Thursday

morning.
(Thereupon, at 12:15 p.m., the hearing was recessed, to reconvene

on Thursday, August 6, 1970, at 10 a.m.)
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UT.S. SENATE,
Co M MiTIE oN FINANCE,

Wa8hington, D.C.
The committee met, pursuant to recess, at 10:15 aam., in room 2221,

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

Present: Senators Long (presiding), Anderson, Tahnadge, Byrd,
Jr. (of Virginia), Williams, Curtis, Miller, Jordan, and 1ansen.

The CHAIrMAN. Mr. Secretary please pardon us for being late at
this hearing. We had scheduled a briefing at 9:30 on another matter
and that matter is ctill going on, so I will commence the hearing and
the other members will be in in a few moments.

MINIMUM WAGE

Mr. Secretary, a working man receiving a minimum wage, who
works full time, will have an income of about $3,320 a year at the
present $1.60 minimum wage. If he has a family of four, the family
will be eligible for $300 in family assistance. If, however, the minimum
wage were to be raised to $2 an hour, his earnings would increase to
about $4,160 a year, and although he would no longer be eligible for
family assistance, his total income would be about $500 higher annually
than if the minimum wage stays at a $1.60 figure and you pass this
bill. With this one move, the cost of the bill would be reduced sub-
stantially and the number of families headed by working persons eli-
gible for welfare would no doubt also be substantially reduced.

Do you support or would you support an increase in the minimum
wage to $2 an hour?

STATE3M OF RON. lAMES D. HODGSON, SECRETARY OF LABOR;
ACCOXANIED BY MRME ROSOW, ASSISTANT SECRETARY FOR
POLICY, EVALUATION, AND RESEARCH; MALCOLM LOVELL, AS-
SISTANT SECRETARY FOR MANPOWER; ROBERT 3. BROWN,
DEPUTY ASSOCIATE MANPOWER ADMINISTRATOR, U.S. TRAIN-
ING AND EMPLOYMENT SERVICE; AND PAUL E. BARTON,

NASITANT TO ML ROSOW

Secretary HoGsoN. Mr. Chairman, we believe the minimum wage
is an entirelyseparate matter from the family assistance plan and its
provisions The reason is this: In the private sector, compensation
is done on a basis that is without relation to family assistance and

(811)
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family status. It is done on the basis of productivity and the whole
compensation pattern of the private sector is of that nature.

Now, compensation in welfare is related to size of family. In conse-
quence, there are areas of awkwardness when you confuse the two.
For instance, for a married couple without children, $1.12 an hour
produces the same relative wage as $2.86 an hour for a family with six
children as far as what it wilt buy for them and sustain them. So for
welfare, we need to relate the amount that a person receives or a
family receives to the size of that family. Minimum wage does not
do that. So it is an awkward thing to try to superimpose one on another.
So we do not think that. raising a minimum wage is an answer to thewelfare problem.[The CHA w. Well, now, you would agree, of course, that rais-

ingthe minimum wage will-would, at least theoretically, take a lot
of people off the public welfare.

Secretary Honsow. It would take some, no question about that. It
would be the working poor, I suppose, that are affected by it. But it
really is at best a very partial answer. There are reasons for approach-
ing the subject of minimum wage on bases other than what it will or
will not do for welfare. We concentrate in this welfare plan on moving
people out of welfare status into true work status. We feel that the way
to do it is to ease the transposition from a family kind of compensa-
tion plan to the traditional compensation program or plan or pattern
that exists in the private sector. That is best done by utilizing the kind
of device we have proposed rather than by taking this rather narrowly
conceived approach of just raising the minimum wage.

One of the things that minimum wage can do also, particularly in
times of economic slowdown like the present time, is that it may throw
people out of work; also, opportunities for work that may open up at
levels that would be between the new existing level and raised level
would not occur. So we are not sure that this is a proper time to con-
sider it generally, and we are not of a mind to believe that raising the
minimum wage is an answer to the welfare problem.

The CHAIRMAX. Well, then, we will have to recognize that if you
raise the minimum wage, it is going to cut in both directions. It
is going to take some people off of welfare and it is also going to
put other people on welfare.

Secretary HoDosoN. That is very true.
The CYIArMAN^. Because there are some people who can produce

enough to justify a $1.95 wage, but not enough to justify a $2 wage.
So while it takes some off, it also puts some on. It works both ways,
I believe.

ADEQUATE WORK 1NCF.NTVF NEDrED

Secretary HomosoN. That could happen.
The CHAmRMA. There is one thin that occurs to me as a logical

answer to some of this problem: Here is a person who can justify
a minimum wage. He is adequately productive for that. He does not
make enough to support a large family. Now, in that case, it would
seem to this Senator that we could well justify supplementing his
income, payig something to his employer in order for that employer
to pay him enough that that man could support that family. But if
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we are going to pay him that figure as a welfare payment, then
the wage that he is receiving from his employer is not nearly as re-
munerative or tempting or as much an inducement to work as it would
be if it were part of the check that that boss pays him.

In other words, if we were to take this man making $1.60, pay
that employer enough to where he could be paying the man $2.50,
then the man receiving that as a check for working would look
upon that as a rather meaningful and worthwhile job coinpared to
how it would appear if you are paying him a welfare check for
$1 an hour, or for whatever that works out to in a month, that he
receives separately from that $1.60 an hour he would make as the
minimum wage.

Now, in that case, he would not have an incentive to look. with
disdain on or quit that job that he would have if he had the wel-
fare cheek coming in to him separately. Now see the difference, Mr.
SecretaryI

Secretary HoDooN. The principle you describe is, of course, prin-
cipally the reason that we have included coverage of the working poor
in this bill. What you are suggesting is that instead of the supplement
being paid directly to the individual by the Government, that it be
channeled through the employer. 1 am not sure that the mechanics of
that or the philosophy of that would produce the rewards you are
suggesting. If the supplement is obviously a Government supplement,
whether it is in the form of a Government check or an employer's addi-
tive, the psychological effect of that might be of some modest benefit.
But I do not think it is sufficient to cause what I would consider to be
a considerable problem for the whole compensation pattern in the pri-
vate sector. It would start to fuzz up the private sector's traditional
approach to compensation which is usually, as you know, dollars per
hour, dollars per week. It is for a kind of work with like people doing
like work bi given like pay by the employer. The principle of
pay for eqal work is something that the private sector, both through
collective bargaining d through its own compensation patterns, has
established. And if the private sector should find itself paying one
man $2 an hour--that is, $1.60 that is the wage that it would pay plus
the 40 cents supplement that the Government would pay-and this
man were working alongside another man who did not have children
and was being paid $1.60 an hour, there might be a little internal
plant dissension. This is the kind of thing you would have to watch.

So I do not think we ought to distort the private sector compensa-
tion patterns by feeding the payment that we are talking about through
the private sector.

The CAumr~r. Let's look at the difference in approach, Mr. Sec-
retary. The program of which you are speaking starts out with a give-
away program and then follows through with a takeaway program.
You start out by giving this man a welfare check and wind up by tak-
ing it back away from him. How much better would it be if you
started out by paying the man a check which is a, meaningful re-
munerative check for work, and as far as he is concerned, on the side
of the coin that he is looking, it never is taken away from him. The
employer knows about the siusidy being phased down, and he under.
stands that in order to give that man a W pay raise, he must pay per-
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haps more. He understands that, if that is what it means. But you are
not confronting an ignorant man who never had a good job in his life
and who has had very little education with the frustrating situation
that we are faced with on these charts--if he makes $1,000 and gets
$1,20 taken away from him. Even if it gets down to taking away a
thousand dollars, if he makes $1,000, it is a very frustrating experi-
ence. The most well motivated people in this country, when they got
confronted with an 82-percent tax rate, they just quit working at that
point, said, "I'll see you next year."

But here are people who were never that highly motivated, they
just do not see the worth of the economy to that extent. They figure
their only answer is to cheat on it. The program is so unfair that
there is no reason they should be fair with it.

Can't you understand the frustration, anger, and resentment on
the part of a poor man who finds that the take away program is
taking meat off his table? He feels, "All right if I do any more work,
it will have to be strictly for cash with no records kept."

Secretary HoDosoN. There. are two aspects to your question, the latter
one being the question of whether there is adequate incentive in the
graduated amounts that we have provided for under our plan. The
irst one, however, giving it on one hand and taking it away on an-
other-I know that this was a very substantive argument made against
the withholding tax back when the withholding tax was first offered
up as an approach to Federal income taxes. People got accustomed to
the fact that their checks would be reduced each month by a certain
amount to pay for the Federal income tax, and I think by and large,
we would have to say that this approach is wise, because most States
are even using it now, or at least they are going toward it. So the
fact that a certain amount is paid and a certain amount is taken back
is an accepted kind of thing on the part of the American work force,
I believe, accepted and desired, rather than the alternative.

Now, with regard to the second aspect, the question of whether there
is adequate incentive or not, that has not so much to do with the form
of how this ic done, whether it is done through the employer or done
directly, but has to do with the range of questions we discussed here
Tuesday. It may be that we ought to get into that a little bit further
now. It is one of the things that has concerned me greatly prior to
Tuesday and even more since TPuesday. and I have been trying to re-
flect in my own mind how we might bMst place this picture before this
committee so that they would see it as we do. Because we think that
we have structured in this family assistance plan a kind of balanced
arrangement with regard to cost and to equity and to incentive that
would lead us to achieve the objective of this plan, and that is to get
people off of welfare rolls and into the world of work. In examining
this incentive picture, we have tried to see how it works in the real
world, the world riht down there where people are on the marginal
status between welfare and the world of work. Maybe the first thing
I ought to do is just sort of tick off the various features of the act and
how they work in practice from the work-incentive standpoint.

The Work incentive features of the act are both a removal of disin-
centives, a provision of incentives, and then a penalty. for not respond-
ing. It ii kind of a three-way a'.(15o3i, 3 nd includes re regis-
tration to work. This gets the individual into the employment mill.
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Then there is the direct referral process, which enables many to take
advantage of this process with jobs linked to computer banks and
exposure to the whole labor market process that you get, into when you
roster with the Employment Service.

There are training opportunities. These will be expanded to help
these people qualify for jobs. Incentive, andpayment of expenses are
provided while they are training. And this, of course, is for the people
without skills who cannot get jobs otherwise.

The child care provision that we discussed considerably on Tues-
day as being a very desirable and essential part of this provision,
frees the mother for work, provides for development of the child,
and hopefully will break a cycle of poverty for the next generation.

Then there is the matter of partial aid for the working poor that
removes what might be their incentive to quit, and go completely on
welfare, the kind of thing we have been talking about here. One won-
ders how many have quit because of the way the welfare situation
has operated in the past.

Also, the work requirement: This is the negative aspect of it, or
the stick rather than the carrot. There is the requirement to accept or
continue in work and training, with a financial penalty for failure
to comply.

Now, those are some of the basic incentives and conditioning factors,
and there are also the disincentives that we have removed, related to
such things as the related-in-kind programs, the commodities, the
public housing, the medicaid. And finally, of course, the financial
incentive will always enable the family to increase its income at least
somewhat by increasing its earnings.

Now, that is sort of a roster of things and taken together as a pat-
tern, they axe pretty impressive. But to really place them in perspec.-
tive, it s ems to me we ought to look at some specific situations. Let's
take a woman in New York City with three school-age children who
is on welfare and not working. They say if you can make something
work in New York, you can make it work anywhere. The first reason
this woman is not working is because she does not have arrangements
for taking care of her children; she just can't afford it. Under the
Family Assistance Act, she is going to have this child care. In addi-
tion to the custodial or baby sitting kind of service, it provides the
advantage for the children of education, adequate diets, and medical
attention. And when she is placed in training, she learns that her
income will be increased by at least $30 minimum as an incentive and
she will be given an extra allowance for all the out-of-pocket costs
that go along with that training.

The combination of the availability of day care, plus the extra
money is only one factor. Having a skill, you know, and having a job
means something in this world.In this country, by and large, what
you do defines who you are. The status aspects or a decent job are
just hard to put a price tag on. But it is an enormous magnet and we
should not forget it.

Now, having finished training, this mother is referred to a job. If
she does not accept she is going to lose a lot of money. It means a
reduction in an alrady marginastandard of living.

But if she accept the work, what does she get In New York, the
average graduate of our WIN program is eaiming $2.46 an hour or
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$5,000 a year, about $415 a month. After taking into account tle
reductions in family assistance payments, the State supplements and
the loss of goods, food stamps and taxes, her new monthly income
would be about $463 a month. That is $137 per month more than her
money and food income of $326 a month on welfare. That is a big
boost. But it is really a lot more significant than the percentage in-
crease in the income would indicate. This is the point that I want to
try to convey as effectively as I can.
Thereason is that somewhere around what she was getting on wel-

fare, the fixed monthly expenses there for the bare necessities was
probably reached. These are fixed expenses she has. This means a
large share of the added $137 a month is going to be what economists
call discretionary come over which she has some control. She can
spend it on clothes and shoes for the kids and things that she wants.

Now, in fact, it is very likely that all this discretionary income is as
a result of going to work. It is that kind of income that makes the
difference. You can look at that this way: The financial incentive is
strong.

I can recall some of the work we did when I was in the private
sector getting people off welfare, listening to them describe how this
works with regard to their own cirecu-nstances. In Santa Clara County
in California, where we worked with these welfare people for a num-
ber of years, we used to sit down with them and get their actual cir-
cumstance as it existed in the world of welfare and then see how that
would translate into the world of work and how their personal cir-
cumstance would be affected.

I recall there was particularly one young Mexican American that we
worked with. He had six children, he was deeply in debt, he never
seemed to be able to keep his car in good repair. A social worker who
was supposed to minister to him could do very little but just talk to him
and make routine calls, occasionally offer some counsel. Occasionally
the man looked for work, but he was basically without skills and he
had little luck. He really lived for just the 6 weeks a year that he
could perform cherry picking. Out of the previous 48 months before
we had talked with him, he had only worked 8 months. He lived for
this very brief time when there would be little more then this normal
subsistence income he got on welfare. He was proud of his family, but
he had no concept at all how he was going to change his life. He got
a total of $388 on welfare. When we added up the total of rent, ap-
pliance payments, car payments, minimum of $10 per week food per
person, that total family budget, that was fixed outgo, was $370. That

left 18 bucks for all clothes, sundries, everything else.
When we talked to him, he said that $18-is all that is mine. And

that is what he had.
Well, the job offer that he had before him was $405. Now, would he

take it I Absolutely. Well, it was not much more than welfare. Wel-
fare was $388. This was $405. But the way he looked at it, it was not
an increase of $17 or 5 percent. He saw it as nearly a 100-percent in-
crease He had $18 a month this gave him an additional $17.

Discretionary income, the stuff that is available to move beyond
where you are at the present time is the way people at the margin
regard additional incentives. It is not necessary to have an incentive
that is impressive as we commonly think of it with middle class stand-
ards.
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You can see that this would let people measure differently in this
area how they look at a little increase.

As I say, money is not the only factor involved. People do not only
want decent jobs because they pay more, but because they are usually
ones that have certain features. They have greater fringe benefits,
those that are not included, usually, in the tables. The work is usually
better, cleaner 1 less physically demanding, and work carriers prestige
in the community.

So while I do not want to play down economics in this and I do want
to show how they work, I want to make sure we do not ignore these
other factors as well as economics.

Family assistance does not rely on a single approach. It has at least
the aids I mentioned, removing disincentives, providing incentives,
and providing a penalty for not responding. But the aspects of the pro-
posal are written simply to move people to payrolls and off welfare.
Here we had to strike this balance between cost to the Nation, incen-
tive to the worker and penalties to be effective. The incentive features
that we built in, though on some charts and some theoretical proposi-
tions they do not look as impressive as they might, they will do the
job.

The CnAnMAw. Mr. Secretary let's not look at the carrot part of it.
I just want a yes or no answer. Let's look at the stick part of it. Can
you say that the provisions in this bill before us to make welfare peo-
ple to work are any more compelling that what we already have in the
existing law?

Secretary HoDOsoN. Unquestionably.

THE WIN PROGRAX

The CHwimwx. You say under the existing law, under the WIN
program, that in appropriate cases, these people will be referred for
work. That law requires that if they do not go to work, they are not
to receive the welfare. All you do is make them register.

Secretary Hoeaoso. Look at" what has happened under that WIN
program. Some States have handled it in a manner that is effective.
They refer people and they do something about people who do not
cooperate. Others have not. Now this becomes a national program,
with national standards to insure, against that kind of thing.

Now, if you look at the existing WIN program, with it,- built-in de-
ficiencies, and say that the family assistance plan is not any better
than that, quite obviously, we are not taking about the same thing.

There are several at least six major deficiencies in the WIN program
that our plan removes as we see it. It provides greater training incen-
tives, permits payment directly to the trainees. It reduces State
matching requirements so it relieves the State from that standpoint,
eliminates entirely the need- for child care that is not provided for
properly in the WIN program, and eliminates discretionary proce-
diues for registering for train ng. As we pointed out yesterday, some
States have as high as 96 percent referral others as low as 19. FAP
clearly specifies agency responsibilities, and this is the area you are
talking about.

And certainly, it removes the barriers to special work projects that
exist at the present time that have made that program of limited
effectiveness.

44-427-70--pt. 2-28
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So wo think that program is a good base to build on and we ae glad
we have had the experience that it has provided, but we certainly do
not think that that experience and the way that it has been adinin-
istered, and particularly in the area you have mentioned, the area of
diseretion, should be an indication of how we are going to operate un-
der this program.

Tite ( 1nAIRMAN. I will come back to that, Mr. Secretary. I -want to
explore it further with you.

While you have been answering that question, we have had other
Senators join us who were at the briefing at the time I opened this
hearing. I want to call on the Senators who did not have Clie oppor-
tunity to address themselves to you in our first session.

Senator ,ordan will be the first one.

SIZE OF TIlE NATION'S WORK FORCE

Senator JORDAN. Mr. Secretary, the other day in your presentation.
vo said that. the 3.6 million workers entered jobs'eaeh month, either
from the ranks of the unemployed or from those not in the labor force.
How many people are presently in the labor force?

Secretary Hovx;soN,. There are well over 80 million, including num-
bers of the'armed services who are of employable age-I think it is 84
million in the labor force as a whole. There are about 81 million ex-
cluding those in the armed services.

Senator ,omAN. Then if 3.6 million additional workers come in
every month-

S cretarv HooGso-.. Not additional. No; I certainly would not want
to leave that impression. I am trying to describe the churnhig that
goes on in the labor market. Some'leave one job and move to another.
They are not additional. But the job openings, the new jobs being
fillet are new in the sense that it is new to the person who goes in
there. But if he leaves one job one week and a week later he goes into
another one, he is a statistic there. He is not necessarily a new person
in the labor force at all. He has been in the labor force all the time, but
it is a new job for him.

What we are attempting to demonstrate with that 3.6 million figure
is what people who do not work with the labor market everyday com-
monly do not really grasp fully. It is that the labor market is a scene
of constant turnover and change. There are constantly developing job
opportunities. People switch jobs with great frequency.

Most people are horrified at when they hear that the average turn-
over of the average employee group in an industrial plant actually
amounts to about 50 percent turnover in the first 6 months. That seems
horrible when you think of it, but it is just about normal.

Senator JORDAN. Then of the 3.6 million workers who enter jobs each
month, nearly a corresponding number would drop out of jobs, so that
you have-

Secretary HowsoN. That is right. It represents a shift, not an
addition.

Senator JORDA.-. A turning ?
Secretary Howso-. Yes.
Senator JORDAN. What is the annual addition to the existing work

force, either in percentage or numbersI
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Secretary HoJ.soN.. BUS says it is a million and a half to two
million.

But this is a strange thing. It really varies. For instance, one of the
things that rather amazed us was what happened in the first 5 months
of this year, when during that first 5 months, the number of new peo-
ple that came into the work force was ust about what we had expected
for the entire year. So the ebb and flow of people in and out of the
work force is one of the most puzzling things to understand and we
really yet do not have a good grasp of exactly why some women, some
teenagers, some semiretired people move back and forth into and out
of the work force the way they do. But there is quite a movement.

INCREASING WF.LARE, ROLLS

Senator JORDAN. Now, we had an estimate earlier that there are pres-
ently 10 million people on welfare rolls, and under the proposed law,
H.R. 16311, this would increase to approximately 24 million. Is that
right?

Secretary Hioosox. We have objected to that..
Senator JoRDAN. What is your figure ? What is your estimate?
Secretary HoDosoN. We say that it is a potential of 24 million.
Senator JORDAN. OK.
Secretary Hooosow. Secretary Richardson, if I read his testimony

properly, characterized that. on one hand we took the actual number
rather than the potential number uider the existing program and
compared it not with what the actual will be, but with what the maxi-
mum potential will be under the new program. As a result, it is a char-
acterization that lacks realism. I do not have a figure in mind of just
what it would be.

Senator JORDAN. What is the potential under the existing program
so we are comparing likes?

Secretary HoDsoN. We'll have that for you in a minute.
Senator JORDAN. All right.
Secretary HoDGsoN. We generally believed that it might double.
Senator JORDAN. You think the potential under the existing pro-

gram is 20 million?
Secretary HoDOsoN. It could be just about double what it is now.
Senator JORDAN. What you are saying, then, is by the adoption of

this bill, only 4 million additional might be-
Secretary HoDUsoN. No; I really do not want to estimate in an area

where I believe that the Secretary of HEW would be able to give you
a much better grasp of that than I. There would be considerable addi-
tions. I know it would not be the full potential, but I am more familiar
with the labor market and the working aspects of this plan than I am
with the welfare aspects of it.

Senator JORDAN. How many additional families under your estimate
would be available for ,assistance under this legislation

Secretary HoDOsoN. If you take a family, rather than persons, it is
about 1.7 million.

Senator JoRDAN. Additional families f
SecretWy HOoeoN. Additional. You understand, Senstor, that is a

combination of working poor and others.
Senator JeRAr. That is right.
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ADDITIONAL TRAINING SLOTS

I understand you are proposing only 225,000 training slots for these
1.' million families. Isthat correct?

Secretary HoDOsoN. Your question again, please?
Senator JoRDAN. You are proposing 225,000 training slots-
Secretary HoiosoN. For the first year.
Senator JORDAN. For the first year for this additional 1.7 million

families.
Secretary HosoN. That is correct.
Senator JoDtN. What are the rest, of them going to do?
Secretary Howso. For one thing, as we pointed out before, a large

number have had some work during the past 12 months. It is not
necessary for eve ybod to have training in order to get work. A lot
of tem, by requiring them to register, getting them into the employ-
ment referral procedures, will unquestionably result in their being
referred to work, getting into meaningful employment, without train-
ing. But the reason we only suggested that number of additional train-
ing slots is that we already will huve a number of training spaces
available under present legislation. The 225,000 represents the addi-
tional amount. But even then, we do not believe we can cover every-
body the first year.

And we ae going to -have to have some priorities, because it would be
unrealistic for us, we believe, to think that we could expand this and
do the job all in 1 year. It is going to take longer than that.

THE WIN PROGRAM

Senator JORDAN. Will this new training program replace the present
WIN program

S trHonosoN. Indeed it will.
Senator JoRDAN. So you find plenty of wrongs with the present WIN

program and are not happy with the results it has achieved?
Secretary HODOSON. We find plenty wrong with it, but we also find

an awful lot right about it, Senator. One of the great things that is
right about it is the encouraging extent to which people have vol-
unteered for the program.

Senator JoRmAN. Let's see what is right with it.
You ame--not you, but your predecessors--came before the Con-

gress in 1967 and testified before the conferees that they would need
150,000 training slots for people under the WIN program. In 1969,
their estimate to the Appropriations Committee was that they had
77,000, not 150,000. But actually, 42,000 received training.

Now, what is good about that ?
Secretary Hoosow. That is the early picture. It is not the present

picture. And it is only part of the picture. There are some things that
are good about the pr m that I would like at this time to go into
at some length, particularly with regard to some specifics as to num-
bers, placement, and the effectiveness that we have recently been able
to achieve by working with HEW, sending teams of people out into
the States to remove the former barriers that existed to this program,
clear up misunderstanding and getting it rolling.

Senator JORDAN. All right. While you are explaining--
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Secretary IlosoN. I would like to ask the Assistant Secretary for
Manpower, Mr. Lovell, to give you an understanding of that, as I
think we would like to present it.

Senator JORDAN. I hope he will cover the whole experience with the
WIN program, starting with the estimate of 150,000 before the com-
mittee, and conference committee, in 1967, right down to the fact that
only 13,000-less than 4 percent-have actually graduated from the
program and been placed in jobs. I wish he would do that for the
record.

Secretary HoosoN. We will be glad to.
Mr. Lovim. Senator, let me start by giving you the latest figures

on the program. About 16 percent, or 25,000 people, are currently
working on jobs. About 77,000 people are currently in the program,
in the process of being trained and oriented for the world of work, and
some 53,000, about a third, have dropped out of the program. These
are figures as of April 30. Currently, theie are about 100,000 people,
98,000, enrolled, which is pretty close to the target that we set in
January of this year of having 100,000.

Now, I am not suggesting that we reached this point easily or with-
out many problems and tribulations. Early estimates were grosly V
optimistic. We were not able to launch the program with the spee
with the effectiveness, that we had hoped. There were many reasons
for that, or you might even call thew excuses. But I do not think you
are interested in excuses or reasons, you are interested in results.

The Department of HEW and the Department of Labor, with our
State counterparts, have been working diligently to overcome the
numerous problems that have hindered the effective performance of
this program. We think we have been quite successful. We have built
very good relationships with our counterparts in HEW, both nation-
ally and at the State level. We would have preferred to say to you
today that we had not 100,000 people enrolled but 200,000. We would
prefer to sa that we had 50,000 in jobs rather than 25. But to have
25,000 peop e working, we think, is credible. We think that with the
changes that the Secretary has mentioned for the family assistance
plan, the experience we have had in WIN can be improved consider-

a blyNow, we are not proud, for example, of our performance with OJT,
although we have gone from a little over 100 to 600. That is a pretty
pitiful performance when you consider that there are 75,000 people
currently enrolled. We are dedicated to improving this. We are work-
ing with the States to improve their contracting capabilities in this
regard, and we are setting higher priorities in OJT than we have set
in the past.

The cost of WIN in terms of money that has actually been spnt
is about $100 million, or roughly $1,000 per person currently enrolled.
This is, in my judgment, a reasonable expense when compared with
other programs in the manpower area. The experience per person ac-
tually woring-and we do not think this is a very good measure, be-
cause there are -75,000 people still in the pipeline, but even if you were
to do it on the basis ofthose working, it comes to $4,000 a person; $4,-
000 to get-somebody into the work force in a permanent fashion is not
an unreasonable expenditure.
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Job creation-if we were to create public jobs, which many people
are advocating, the annual cost would probably run $5 or $6,000 per
year in perpetuity, as long as they are on that job. If we can Spend
from $1 to $4,000 per person on a one-time basis to make them em-
ployable, we think that is worthwhile.

secretary HoOOsoN. It seems to me that the history of training snd
job development programs, is one of an initial learning curve, both. in
how to do it and finding out what is wrong with the way you origin-
ally set it up. We think that both of those two things are well under-
,way. We are coming down the learning curve fast in the WIN
PrWithe changed provisions in the family assistance plan vis-a-vis,

the original WIN that remove the various barriers I have talk. d
about, we will make the corrective measures that need to be made in
the program itself. With the experience to be gained in how to do it,
we are going to be able to do it better and more effectively in the future.

I think that it is very easy in any manpower program, particularly
a new program like WIN, to look at results and say, you have only
placed "X" number of people and examine the total number of people
that have entered the program and make it appear that you really have
not done a job. Well, the real reason that it appears that way is that
you still have so many as the Assistant Secretary Lovell says, in the
pipeline. It is like saying, why have you not placed all the people who
went to college and most of them are still in freshman, junior, and
sophomore years. They are not ready for placement Vet. But of those
that are ready for placement, we have placed a goodly number. The
ones that we have placed have remained in their jobs in a goodly per-
centage. So we believe that we have, as I say, two things going for us:
One, the remedial measures that we have made in the existing program
that we have now had enough experience with to see that they are nec-
essary to make the new WIN work better; and second, with enough ex-
perience in the ongoing aspects of this program to make it a successful
program as envisioned by the family assistance plan.

Senator JobAN. But we have not gained on i; at all. We have not
gained on it at all with the WIN program, because since July 1968,
the inception of the WIN program, 641,000 families have been added
to the AFDC rolls. Is that about right?

Secretary Hoonsow. I would not be surprised.
Senator JoirAx. Of whom about on half, a little over 330,000, are

appropriate for referral to the WIN program, of whom 254,000
actually were referred to WIN and of whom about 145,000 were en-
rolled in the WIN program, and you have an alumna association of
13,000. That does not keep up with the annual accretions of families
under the present program.

Secretary HonDsoi. But does that not reflect several things, Sena-
tor I Does it not reflect a Period of economic slowdown we are in, which
brings people in both under the program in unusual numbers, and also
makes less opportunity for placement during this period?

Senator JoAN. That is right.
Secretary HomGsor. Sure.
Senator JoRDAN. All right. But under this bill, for instance--well,

I will back up a little bit.
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In 16 of the States where this bill was put into law, over 15 percent
of the population will be on welfare. In some of the States it runs a
fantastic number. In Mississippi, 35 percent of the people will be on
welfare under this bill. In North Carolina and South Carolina, 19
percent respectively. In these three States alone, nearly 2 million more

leople will be on welfare under this bill than are under present law.
s that about correct?

Secretary HoDosoN. It could be.
Senator JoRDA.i . Your assistant is nodding approval.
Secretary HoDGsoN. The reason I say this is we are very disturbed

about estimating the number who will actually take advantage of and
be on the new welfare plan.

Senator JoRDAN. These are the things we have to worry about on
this side of the table.

Secretary HowXso.N. I agree. We do, too. But I am just not in a posi-
tion to say exactly how many, or even within a plus or minus 10
percent, because there are these factors that exist even under the pres-
ent plan, where a large number of people who are eligible-just do not
register, do not take advantage of them. The extent to which that will
prevail i the new one, we are not absolutely sure.

Senator JORDAN. Well, I am not going to take more than my allotted
time here. I just think that your prospective training prorm of
225,000 slots, in view of the increased enrollment on welfare rols under
this new act, is wholly inadequate, and if the same results obtain as
presently seem to be indicated under WIN, you are not even going to
kee up with the yearly accretion to the relief roll.

Secretary HoDGsoN. Well, Senator, we could, of course, come in with
a rather pie-in-the-sky attitude and suggest that we are going to do
this all at one time, 1 year and gin up immediately to accomplish the
whole thing. We do not think that is a realistic estimate. We do not
think we ought to indicate to this committee or to the American public
that it can be done. It can be done with time, but it is going to take
the additional buildup that is required to get there.

But I am no" saying that it is thereby a bad program in any way. It
just means that iC is going to take time like any program to buildup.

It appears to me that one of the reasons that we are so concerned at
the present time about WIN is because somebody had an expectatioa
of how rapidly they could build it up at the outset. We do not want to
make that same mistake.

Senator JoRDAN. I yield, Mr. Chairman.
Senator ANFvxoN (presiding). Senator Hansen?

TRAINI-NO APDO RECUqENTS

Senator HAxsEN. Thank you very much, Mr. Chairman.
Mr. Secretary, can we agree that the basic welfare problem is the

tremendous growth of AFbC in the last 10 years or so?
Mr. HoDUoN. That certainly is one element of it. The basic welfare

problem in this country, though, seems to me to be that we have not
only an increasing proportion of the population on welfare, but that
we are not doing enough to get them off welfare and into the vorld
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of work. So you take this category of people that ,;ometinies is a
second generation on welfare and a possible continuance or growth
of that and you couple that with the fact that no major initiative
that is of sufficient scope to deal with it is being undertaken. The
combination of those two is what I would say the problem is.

Senator H~sEw. Well, I think you have touched on two points,
one of which has prompted some response from you already in answer
to questions raised by Senator Jordan. But. granting or recognizing
what you say, which I think essentially is that we have not come to
grips enough with the problem to move these people off unemploy-
ment rolls to explore job opportunities and to avail ourselves of every
device we can by which people may be moved from welfare into the
world of work would you not say, then, that the success of this bill
in solving the AFDC growth problem depends on the variety of train-
ing programs made available to mothers on AFDC to meet the employ-
ers' needs for workers?

Secretary HODOoN. We agree thoroughly that we need a variety.
We need flexibility and that is the reason we have proposed a non-
categorized type of program where it will not be a problem for us
to fit the person's circumstance to some preestablished framework of
programs, but where we can create the kind of program that will meet
the individual circumstances. This is one of the problems that we labor
under in our present Manpower Administration. We have a series of
categorized programs, very fine programs in and of themselves, but
quite frequently, they do not meet what is a local or a changing
problem. As a result, we are unable to really do the kind of job we
could do if we had more flexibility. But a variety of programs and a
flexibility in applying them is an essential ingredient, th of the
family assistance program and of our proposed manpower training.

Senator I-szx. Is there any valid reason why Federal funds
should not be available for training AFDC mothers in any job skill
if there is need for workers with such skills?

Secretary HoDosoN. I will ask Assistant Seecretary Lovell to answer
that.

Mr. Lovwu. Generally speaking, we do train people for almost any
skill. The only exception I can think of right oft hand is sewing
machine operators. This is because the previous legislation excluded
this particular skill category from the authorization. The exclusion
regards companies moving away to new areas and setting up at lower
wage rates because there are nonunion programs and using Federal
money to train people for those occupations. The intent of the excep-
tion is to prevent such an occurrence.

-enator HAisziq. You say there was Federal legislation which
denied their training. I did not quite get all of your response.

Mr. Lov=. Yes, sir, the Manpower Development and Training Act
does not permit training for sewing machine operators.

It is in the congressional report.
Secretary HofosoN. Senator, we have some legislative history on

this if you would like us to submit it to you.
Senator H rszi. I would be very much interested. What you are

saying or what I understand you are saying is first the Secretary
responded that he could think of no reason-well, I think he referred
the question to you. But I believe his initial response indicated accord
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with my feeling that if there is need for people with certain skills,
there should bm no reason to discriminate against training or impairt-
ing those Aills to persons out of work with the capability of perform-
ing tb.hie tasks. Now do I understand you to say that there is specific
leslative prohibition against this ?

Mr. Lovmj. There was a conference report which made it illegal
for us to train certain classes of sewing machine operators; yes.

Senator WILAMs. Made it illegal, you say
Mr. Lovnx. Yes, sir.
Senator WujuAx& We will get a copy of that conference re-port.

I do not recall that.
Mr. Lovm. Let us amend this for the record.
Senator WmuiAMs. We will have it for you in a few minutes.
Mr. Iovz~. Yes, sir.
Senator HANSEN. You say you will have it in a few minutes?
Senator WnuAmMs. They are getting it now.
Senator HANSEN. I suspect that the following questions I have

would not be appropriate until you are able to provide this bit of
information.

If I may, then, Mr. Chairman. let me withhold temporarily some
further questions that I would like to propound and take another
tack here.

Mr. Secretary, at the hearing with Secretary Richardson on July 22,
I asked him how many persons would be trained and placed by your
work incentive program in each of the first 5 years after enactment.
He advised me that you will be able to testify to it when you appear.
Do you have an answer to that question and can you tell us how much
you expect the savings under the welfare program to amount to in
each of the first 5 years because of it ?

Secretary Honoso. There are some savings in the program that
will result from training, we believe. But training is only one of the
aspects of the family assistance plan that is expected to reduce wel-
fare costs. The amount of training is going to depend labor market
conditions, the speed with which the trainnig will be enlarged, and
the wages that graduates receive and the extent to which they have
been able to obtain employment without training.

So training is only one of the sources of cost reduction. The rest
are also hari to predict arithmetically; for example, the extent to
which financial incentives will encourage people to go to work ;the
extent to which reduced incentives to break up families will keep
famil;.s whole; the extent to which removal of child care barriers
itawlf will increase employment. With regard to the specific numbers
we are contemplating. I will ask Assistant Secretary Lovell to give
attention to that subject.

Mr. Lovzu. In the first year, it is our target if this law is passed
to enroll 400 000 people in training and manpower efforts; 150,000
will be the level we hope to reach by next July under the WIN
program, and 225000 will be added to it So we hope in the first year
to be able to provide manpower services to 400 000. After that, I think
we will have to make our judgment in terms of the capability we have
demonstrated and to the point where we would eventually, I hope,
be able to reach all of the two and a half million people that would be
eli for these services.
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Senator WILLIA3S. Would the Senator yield a mionent?
Senator hIANSEN. Yes.
Senator WILLIAMS. I have the conference report here on their WIN

program and I shall send it down and ask the Secretary to read it.
Mr. Lovmy,. It is not WIN, sir; it is MDTA.
Senator WILLIAMS. This is the conference report and I would like

you to read it, and show me where it says you cannot train those
people. It is not in the conference report.

Secretary HovosoN. Let me ask Asistant Secretary Rosow to
clarify this.

Senator WILIAMS. I will put the conference report in the record-
Mr. Rosow. I think we quoted the wrong conference report. It is in

the 1967 Economic Opportunity Act amendments.
Senator WM AMS. You are supposed to follow the conference

report on the bill that was passed, aren't you? I think it is utterly
ridiculous.

Secretary HODGSON. It turns out he thinks it is in both.
Mr. LoV=L. It is not in the WIN Act; it is not in the social security

law.
Senator WLLIAMS. It is not in here. You stuck it in somewhere

else to get your authority to do it and to carry out an agreement you
entered into with the International Ladies Garment Workers Union,
correct?

Mr. Lovmi. This is under the Manpower Development and Train-
ing Act, not under the WIN Act.

Senator WnjLrAS. Under the law, you are bound to follow the
conference report of the bill which was enacted. This is the bill that
was enacted.

Mr. LovwE. I was not talking about restrictions in the WIN pro-
gram. I was answering the general question whether there were any
restrictions on training AFDC recipients and the only thing I could
think of was that imposed by the conference report on the Manpower
Development and Training Act. Under that legislation, we are limited.
That was the only example I could think of in which we would not
train for a skill which was needed by that individual.

Senator WmLi Ms. But you are testifying today on the WIN pro-
gram and you were giving the impression-at least I got it-4hat this
prevented you from training on sewing machines and-it does not.

Mr. LovzIL. I am sorry, Senator. I was mistaken if I gave that
impression. I was speaking about the manpower development andtraining program.tennor. Was the WIN program authorized by legislation

arising in this committee, or was it authorized under the Manpower
Training Act f

Mr. Lov~mj. This committee, sir ?
Senator WnjjAMs. This committee.
Senator Cuvns. Is it the Department's contention that legislative

intent on a bill originating in this committee can be determined by
language inserted in the conference report by another committee deal-
ing with another subject?

Mr. Lovau. No, sir.
Senator Oman. What is the situation about the Department of

lAbor having entered into an agreement with the Garment Workers
Union not to train anyone for such a purpose?
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Secretary Ilonoso... I think we can clear that up, Senator. We lhave
no limitation under the WIN program for training and we favor so
doing, we have no objection.

Senator CUrrs. N at is the present or what was the situation with
respect to the Department of Labor making an agreement with the
union not to do this? There was such an agreement.

Mr. Lova.. Senator, if there was, and I am not familiar with it it
was made before we came. Let us look into it and we will submit for
the record a statement on that question.

Senator Crri& Very well.
Senator WILLAMS. Submit it for the record and also submit to the

members of the committee a copy of it. We are all interested in the
whole transaction.

Secretary HowsoN. Yes sir.
Senator HANsz.. Mr. Secretary, if it would be helpful for you

in order not to tie down this prohibition, which I understand you
have observed, to any specific program, let me couch the question in
these terms: Is this pro ibition on granting Federal training money
a provision of any Federal law? Now, that ought to be clear enough
and ought to give you a good opportunity to say whether it is or is
noL

Let me repeat it: Is this prohibition on granting Federal training
money-and I understand that your earlier testimony indicated that it
was-a provision of any Federal law?

Secretary HocixsoN. We understand that MDTA and the 1967 EOA
amendments contain such a prohibition.

Senator WILIAMS. If the Senator will yield, you will furnish a copy
of that law in addition to which you have already admitted that even
that did not restrict you from doing it under the WIN program?

Secretary HomxsoN. Exactly.
Senator WLAIAMS. You could have done it if you wished.
Secretary HonosoN. We could have done it under WIN.
Senator WLLIAMS. Under existing law, at least.
(Information supplied at this point follows. See also, statement of

the Amalgamated Clothing Workers of America and the International
Ladies' Garment Workers' Union, appearing in appendix of volume
3 of these hearings.)

TRAINING IN TRZ GARMENT AND APPAJRZ INDUSTRY

In the 1963 amendments to the Manpower Development and Training Act of
9 there was expressed the clear Congreasional Intent that training under the

Act could not be provided In the garment and apparel industries for reasons ex-
pressed by Senator MeNamara:

"The bill was designed for situations where there is a demand for labor, but in
which prior trIning or a specific skill Is a substantial prerequisite for employ-
ment In the given Job. It is not intended to cover industries, such as the garment
and apparel indutry, where minimal training is needed, where traditionally
the employer has provided the necessary on-the-Job training, and where there
ezist a substantial number ot experienced and able workers who are presently
uni,-4yed. As I understand it, we do not intend to give a competitive advantage
to one emqvloyer over another by having the Manpower Development and Training
Act pay costs which usually and traditionally the employer has asmed, not
do we Intend hereby merely to transfer unemployment from one area to another.
We do not expect use of the Manpower Development and Training Act training
prams In highly mobile, highly competitive industries where minimal employee
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training is needed and now Is undertaken by the employer. I feel that Man-
power Development and Training Act assistance in such eases would only add
to Industrial dislocation, It would be a waste of manpower resources, and in the
long run would serve only to discredit the Manpower Development and Training
Act and detract from its value." (1963 Cong. Rec. Dally, Dec. 13, 1963, p. 23343)

Thereupon Senator Clark added:
"If the Secretary of Labor is not adhering to the polley outlined by the Sena-

tor from Michigan-although I think he i--I hope he will begin to do so, with-
out, of course, hastily and unexpectedly Interrupting any ongoing projects."

Representatives O'Hara and Holland explained the Act's policy in substan-
tially identical language to the House. (Cong. Rec. Bound Volume 109, part 18.
pp. 24268 and 24201, 1968.)

The legislative history of the Economic Opportunity Act of 1964 is just as
clear. The Senate Committee stated:

"It is the intention of the committee that financial assistanee, grants or loans
under this act shall not be made available for projects or facilities in Industries
characterized by substantial unemployment and unused plant capacity, for
projects or facilities which utilize industrial homework in their operations,
or for training programs for industries (such as the apparel Industry) in which
labor turnover is high and in which specific skill and training is not typically
a prerequisite for obtaining employment." (Rep. No. 1218, 88 Cong. 2d sess.,
p. 8.)

On the House side the same intention was expressed by Congressman Roose-
velt who said. "The majority of the committee have always Intended this to be
as obviously does the other body. I feel confident the overwhelming desires of the
Congress will be strictly adhered to." (Bound Cong. Rec. Volume 110, part 14,
p. 18m.)

The legislative history of the 1967 amendments to the Economic Opportunity
Act reaffirms this policy and shows clearly that it is to be applied to the nexv
training programs added by the amendments. The Statement of the House Man.
agers on the Conference Report expresses this policy as follows:

"It would not be in keeping with the purposes of this provision, as It is not
in keeping with the purposes of the Manpower Development and Training Act,
to make available financial assistance or other incentives for work, training
and related programs for industries which are highly mobile, labor intensive,
and vigorously competitive on a national basis, which have high labor turnover,
and in which the prior possession of a specific skill or training is not typically
a prerequisite for employment." (House Report No. 1012, 90th Cong. 1st sess.,
pp 65-M8)

The same Intention was expressed in the House Labor Committee Report on
the amendment. (House Report No. 86, 90th Cong., 1st seas., pp. 18-19.)

This legislative policy is applicable not only to assistance under the Manpower
Development and Training Act and the Economic Opportunity Act, but has been
Just as firmly stated for assistance under the Public Works and Economic De-
velopment Act of 196 The Senate Report makes clear that no assistance is to
be given

" . for programs, projects, facilities, or purchases to be used by or for highly
mobile, Intensely competitive industries, such as the apparel or garment trades
within the textile Industry, in which substantial unemployment and abnormal
unused plant capacity exists, and in which labor turnover is high and the prior
possession of a specific skill or training is not typically a prerequisite for obtain-
ing employment. Tike act is not Intended to give a competitive advantage to one
are over another where it would lead to industrial dislocation." (Sen. Rept No.
196, 89th Conm 1st sere., p. It)

Senator hANxSN. Is it your desire that von should be able to train
people for any type of employment wherein various job opportunities
are offered or available I

Secretary HoDosox. The important thing is are there reasonable
opportunities for a job and if there are, we ought to be able to provide
training for them.

Senator H.xsmr. Your answer to my question is "Yes" or "No"I
Secretary HowsoN. As I understand your question, the answer is

"Yes."
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Senator HANSEN. Thank you.
Now, I note according to the reports on the work incentive program,

and I purposely broadened my question so as not to restrict it to this,
but with respect to that I am looking at the August 3, 1970, committee
print on the reports oi the work incentive program. I note that-

Mr. Rosow. lVhat page, sir?
Senator HANSEN. I refer to page 80. I am looking at the white

book, table 84 on page 80.
Secretary HoivosoN. The occupational breakdown table is the one

you have reference to?
Senator HANSEN. Yes. I notice of the total, the first lir.a, employed

WIN graduates, the number, 4,788. These are the employed WIN
graduates between the dates of January 1, 1969, to January 31, 1970.
Of that total, 4,788 graduates, only 36 were employed az machine
sewing, nongarment operators, 0.8 of 1 percent.

I am further informed that this is one of the areas in which therr is
need for employees, that there is need in New York City, there is need
in Philadelphia, and that despite this need, the Departmnut of Labor
has chosen not to commit any Federal funds for this typl of training.

Now, I understand further that it is the testimony ',f the Department
that you are prohibited by Federal law from committing finds to this
sort of training program. Am I right about that?

Secreta HorsoN. I thought I just answered the question to the
contrary. We are prohibited by certain Federal law from certain kinds
of training, but not with regard to the WIN program, which I thought
was your question.

Sinator -ANaxE. Well, my question was this: Is this prohibition on
granting Federal training money a provision of any Feeral law. That
was the main question.

secrty ooosoir. Yes and I said "Yes," it was.
Senator rANsN. That was the one to which you responded "Yes?"
Secretary HoDosoN. Yes.
Senator HANSEN. Well, we will be very much interested in having

the specifics on the law. I am appalled to think that there would have
been written in any Federal law a provision such as seems toprevent
the Department from taking advantage of the great need that 1 under-
stand exists for persons qualified as machine operators in the gar-
ment industry from filling or from attempting to fill that need from
the rolls of the unemployed.

ZrFZ= OF IMPOrr ON THI JOB MABX=

Having made that comment, let me go on to a further point here.
Let me repeat a question I asked Secretary Finch when he appeared
before the committee in April.

Recognizing that we have had a rather substantial number of people
employed in the United States in industries threatened by imports, and
bearing in mind also the fact that there is a very significant market
ft this country for similar products manufactured a road, my ques-
tion is: Does the great d rity between wages paid bye industries
in America and that which may be paid by idustries in other coun-
tries concern you?
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Secretary HoMSON. I believe that it has ieen the subject of not only
concern to me, but to the administration. Of couri-se, this is one of the
reasons for the administration's recent stand on the textile matter t1at
you are familiar with.Senator HANSEN. Would it be your feeling that the administrations
position with reference to the textile industry is sound?

Secretary HouosoN. We support it.
Senator hANsE-. Would that same philosophy, that same policy, be

equally applicable to other industries if they were likewise threatened?
Secretary Honosox. I think this is where you have to particularize

each circumstance and examine each one of them. Obviously, that is
the way the position was taken on textiles, by examining the indi-
vidual industry; the relation of a circumstance in this country with
other countries, the inflow into this country, the reasons for that in-
flow, what the effects of it were, the speed with which it was going
forward. All of these ingredients had to be examined and the deci-
sion was made, yes, we ought to do something in this area. It is the
same concept of course, but that concept has to be applied individu-
ally. It can t have mass application.

Senator HINsEN. Mr. Secretary I appreciate, as I am certain all
Americans do, your expertise and broad familiarity with the area of
people involve in jobs in America. Let me ask you, in order that I
may have the benefit of your thinking, do you regard the concern of
the shoe industry, of persons employed in the shoe industry, as being
valid and one of rightful and proper concern as they contemplate this
increasing inflow of foreign-manufactured shoes. I

Secretary HoDosoN. It is one of the industries we are stud ing. In
fact, Assistant Secretary Rosow and I went to Boston earlierithis
month in order to gain greater familiarity with that problem.

Senator HAxsEN. Do you view this import of products under con-
ditions which are characterized by wages substantially lower than
those that we find in this country as a threat, to the type of full em-
ployment and to the type of wage levels that you would hope may
come about if you are to achieve the goals I assume are in your min1
as you present this bill?

Secretary HoDOsoN. Well, I think that we have to recognize that
there are a complex set of propositions to b~dance in this matter. There
are many jobs in this country that result from exports, a great num-
ber of them. If we get into a circumstance where we allow ourselves to
consider kicking off what might be called a trade war, we will not
necessarily be increasing the employment circumstances in this coun-
try but it will have an adverse effe&. So we have to be very selective
and very careful about how we make our judgments in this area. We
just can't get into a place where we change the entire world market
in such a way that is has deleterious effects on those who are involved
in exports, as well as protecting the imports. We think that one of
the things that will be of utility in this area is the Trade Assistance
Act, an applying of that as it affects employees who are more obvi-
ously removed from employment because of foreign competition. We
have supported that.

Senate r HANsEN. I am very much interested in your responses, and
I woul dd like to explore them rther at some later time. iWill not do
it now, but I do have some other questions that relate to some other
-~cL
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If I may, Mr. Chairman. )o I have a little time?Senator ANDERSON. Yes.

MINIMUM WAGE LAW

Senator HANSEN. Several weeks ago, Mr. Moynihan made some
observations, made some specific references, I think with respect to
people in the ghettos in this country, the socially underprivileged,
those without jobs, to the effect that in his judgment, minimum wage
laws militated against this type of person getting a job. )o you share
his opinion 4

Secretary Hooso.N. No; I do not believe that you can say flatly that.
this is the case. This is a subject that has been studied and restuidied.
The Bureau of Labor Statistics examined the minimum wage law
question and came up with somewhat inconclusive results. There ap-
pear to be some circumstances in which minimum wage laws affected
job-getting.

I think it depends upon the level of the wage, the economic health
of the respective communities in which it is al)plied, the trend of the
economy during the time in which this subject is measured-things
of this kind. I do not think you can make a flat pronouncement one
way or the other.

Senator HANSEN. Would you say subsequently that the typical
employer would have to be persuaded that he would gain more, that
the total contribution that an emolovee could muke to his profit-and-
loss statement would be on the pfus side before he would be inclined
otherwise to hire a person to become part of his labor force?

Secretary HoXso-. It is a classical theory of wage economics, labor
economics. It is certainly one feature and a very significant, persuasive
one; Yes.

Senator HANs .-q. Do you think it is one that would motivate the
typical employer, by far the largest percentage of employers in this
country?

Secretary HowosoN.. I do not know. There are some jobs that just
need to be done. You pay whatever wage is necessary to get them
done. So whether it is the largest number of jobs that the theory that
is applicable to, I would say no question about that. But the exact
proportion I am not sufficiently expert to make a judgment on that.

Senator HANSEN. Well, I grant that there are a lot of jobs that
have to be done. Obviously, in order to find persons with skills to
perform those jobs, wage levels are established. But as we look at the
other side of the picture, those persons out of jobs, those persons with
little skill, those persons that I suspect we all feel concerned for in
trying to understand better how we might take advantage of the
opportunities we have to upgrade their skills, to broaden their abili-
ties so as to permit them to enter and to retain a place in the labor
market---as we contemplate those persons, those persons generally
unemployed, do you feel that the establishment of the minimum wage
may tend to work against their chances of employment?

Secretary HoDosoN. Only in a very limited way. I think the evi-
dence we have presented as to the placement of the people under the
JOBS program, under the WIN program, and other programs of
that nature, show that the average placement is well above the level
of the minimum wage. So it is not necessarily a broad limitation. It
may apply narrowly.
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Senator HANSEN. If yOU feel this would only have a very limited
effect upon the employment of these people, and contemplating the
fact that not only this administration but previous administrations
have spoken about the poverty line in America, the poverty level, and
expecting that pigrams might be instituted which would move those
below the line above it, would you favor raising the minimum wage
in this country in order more quickly to accomplish that transition
from the wrong side of the poverty level to the right side of it?

Secretary HoDUsoN. I wilF make the same response to you that I
made to Senittor Long when he asked that question. It seems to us
that we are talkin atout two different kinds of compensation sys-
tems, one that applies to welfare where the size of the family is themajor determinant in what is needed and paid. The other applies to
the private sector, where the amount of production in goods and serv-
ices that a person turns out determines the rate, where people perform-
ing like work make like wages. So we have two different systems. Rais-
ing the minimum wage for a single person who is already, at $1.60 an
hour, well above the poverty line, does not do a thing for him. For a
person with a large family, you can raise the minimum wage consider-
ably and it still does not meet his needs, because he has additional
mouths to feed and he needs that kind of support or supplement to
handle that.

So we do not think, and I was very specific on this with the chair-
man, that an approach to the poverty question, to the welfare question,
is through a change in the minimum wage.

Senator HANwimr. Well, I appreciate your response. Perhaps I mis-
understood or incorrectly inferred what you meant to convey in the
first response that you made. I thought it, was to the effect that you did
not see any particular broad relevance between the minimum wage and
the employability of people who are presently unemployed. Was I right
about that I

Secretary HooosoN. I would say that is a very inconclusive thing.
I do not have any conclusive statement to make regarding that.

Senator HANSEN. I know we have a number of laws on our books
today that are specific insofar as the employment of minors goes. Is
it your feeling that it might be well as we contemplate the number of
young people in society today who would, I think, be benefited by
worthwhile employment, and yet, because of the application of our
laws, are denied these opportunities, to consider a revision of some of
the laws insofar as the employment of minors is concerned?

Secretary HoswoN. This is an intriguing sub ect to us. Those laws
were passed at a time when the concern was lor protecting young
people from certain exposure in the world of work, that was considered
to be adverse to their health. You can speculate now that maybe the
circumstance has changed a great deal, that now one of the things that
young people would profit by would be by more exposure to the world
of work.

Senator H ANs . And less exposure to the area of idleness. Would
you not agree ?

Secretary HonosoGi. Exactly.
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So one of the things that many States have been doing and we have
been doing in the Labor Department is reviewing our child labor
laws and seeing where we might want to make some adjustments in
them, where the work could be done without exposing young people
to physical or psychic damage. Over the past few years some changes
have been made.

But I think we have to be very careful. These changes depend on
how far you can go without actually placing young people in serious
jeopardy of physical damag.

Senator H.wsm. I have just one other question and I may be-
Secretary HoDOsoN.. Could I make one other comment on this

subject?
Senator HANSEN. Yes.
Secretary HoixsoN. There is an, aspect to it. We certainly do

not want to encourage young people to leave school to create more
dropouts by these changes. So that has to be part of the balance.

Senator UiANsEN. Anticipating, or without trying to anticipate what
you may find in the way of prohibition on granting Federal training
money to any sort of program, without Yet knowing what may be
found by you, may I ask you, would you 'recommend that if there is
such a law-I have not found it and you say it exists-and I am not
challenging that statement--if there is such" a law, would you recom-
mend that it be stricken from the books?

Secretary HoDxsoN. I think our intention on this subject is clear.
Both in the Manpower Training Act and in this act, we have asked
for noneategorical fundinq wherein we can determine what the need
is and respond to that need and not do it in accordance with any pre-
prescribed, congressionally prescribed regulations.

Senator HANSEN. You are saying, in effect, that you would recom-
mend it obviously ?

Secretary Horoso-.. We would like the flexibility.
Senator iNSEN. Thank you, Mr. Chairman.
Senator ANDERSON. Senator Byrd?

IPEMEWNTATION DATE OF THE BILL

Senator Brau. Thank you, Mr. Chairman.
Mr. Secretary, Secretary Richardson said, when he appeared be-

fore the committee, that he thought it would be very difficult for his
Department to implement this bill beginning July 1 of next year.
This is the effective date of the bill.

When do you think the effective date should be set?
Secretary HoDosoN. We are gtting a bit uneasy about the passage

of time and being faced with that July 1 date. We would be glad to
work with this committee to set a date that seems realistic to both of
us. We might try for July 1. We might also see fit jointly to set it at
a somewhat later date, "where we could accomplish the necessary
preparatory activity to make sure it works from the outset.

Senator Bym. The July 1 date ap pears to be rather an early date to
effectively implement the new laws.

Secretary HovisoN. The more time passes, the more difficult it gets.
If it were today, if the bill were going to pass today, we might go for
July 1. That probably is not going tohappen in the next few minutes.

44-27-70--pt. 2--29
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TE WIN PROGRAM

Senator BTm. Mr. Secretary, the House report praises the work
incentive program for its use of the team concept in training pro-
grams. Would you explain what the team concept is and what its
advantages areI

Secretary HoDxsoN. Well, I will let one of our administrators of
the team concept tell you about it.

Mr. LoTvm. Senator, before we inaugurated the team concept, an
individual wanting service would have to go two or three places and
talk to two or three different people, often at different times, to get
the services he needed. So we have developed a team composed of a
counselor, a training expert, work experience expert, a coach, and a
job developer. This team works with the individual, giving him the
variety of services he needs. When you tie that into a program which
allows you flexibility in the use of iunds to provide a variety of serv-
ices, we think this really represents the trend in manpower services
for the future. We are very excited about it. As a matter of fact, we
are extending it from the WIN program to other manpower efforts
and indeed, throughout their whole employment service system.

Senator BYRD. When did you begin the team concept approach?
Mr. LovEU.. About 3 years ago.
Secretary HoDOsoN. It has been growing.
Mr. BltowN. A developing concept.
Senator BinD. Thank you.
Mr. Secretary, the Auerbach Corp., which made an exhaustive

study of the work incentive program, stated that the basic idea of
WIN is workable, though some aspects of the legislation require
modification.

Now, instead of modifying this legislation, H.R. 16311 would scrap
the work incentive program completely and replace it with a new
program. Why do you feel this is necessary I

Secretary H=N. Well, it may appear that that is what it does.
From the standpoint of some of the basic concepts of the WIN pro-

ra m, it does not. The basic concepts of the WIN program involve
taking a woman or a man on welfare, placing them in training, givig
them a monthly stipend for training, providing them with services
during the period of training, and referring them to appropriate jobs
where they can utilize their new skills after training is completed. All
of those concepts are in the family assistance plan program.

Now, we have modified, as the Auerbach report suggests, several of
the features. Among those, of course, are the features that allow the
States to have such wildly different judgments as to -how much the
WIN program should be utilized and to make more sure provisions
for hid care and things of this kind

So we feel that the fundamental concepts of WIN, the useful con-
cepts, are retained in FAP. But we have had to remove some of the
brriers that made WIN difficult to succeed, and we have added some
things that will insure greater success under the family assistance
plan.

So we think, as I mentioned earlier, this experience we have had
under WIN gives us a. real leg up on the chances for success.
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Senator Byin. The Auerbach Corp. states that one of the main
problems in getting jobs for WIN trainees is transportation. What is
being done about this crucial phase of the prograit'

Secretary HowosoN. Under our proposal. we will pay transportation
expenses for WIN enrollees. That was one of the difficulties. Some-
times a woman had neither child care nor transportation. Well, now
we will be able to provide both of those.

Senator By. So you will provide the cost of transportation for
all of those who participate in that training program?

Secretary Howosomr. The enrollees; that is right, sir.
Senator By=D. Mr. Secretary, of the 48,500 persons who have

dropped out of the WIN program by March 1970, your statistics show
that thre-quarters of them dropped out "for good cause." Would you
explain what you consider a suitable cause for dropping out c-f the
program?

Skretary HoDosow. Yes, sir. This is normally what would be con-
sidered good cause by an industrial employer when an employee leaves
his position. He did not leave because he was mad, because he was dis-
sati fied with the job, because the work was misrepresented to him at
the outset, or anything like that. It is for entering the armed serv-
ices, for taking another job, for any number of kinds of reasons
that cause normal turnover. I will let Mr. Lovell elaborate on these
reasons.

Mr. Lovni,. Well, illness is probably one of the major reasons: 14
percent of the people who have dropped out drop otit f or that reason.

Lack of child care. We think wider the family assistance plan, we
will eliminate that, since it will be 100 percent federally financed.

Secretary HoDGsoN. And people moving out of the area, too.
Mr. Ioviw People moving out of the area represent almost 11

percent of the dro uts.
Senator Brm. That figure of 75 percent not quite high I
Mr. Lovnt. Seventy-five percent of the dropouts have been for rea-

sons that have been judged to be legitimate. We are encouraged by that,
that more do not drop out because of being discouraged with the pro-
gram because of their-lack-

Secetary Hoesow. I think we ought to clarify it in this way,
Senator. The dropout rate in the program itself is about a third. Of
those who drop out, most of them are for what is considered good

Mr. Lovxu. Seventy-five percent.
Senator BmT). That clarifies it. Thank you.

wTBATX3N or noox TAX ON wULYA= !=LNTO

Now, on page 7 of your statement of the other day, Mr. Seceretary,
you said: "Thli combined tax on the Federal allowance and the Stateuplemt is limited to 67 percent."

Woud you explain what you mean by the combined tax I
Secretary Homeeox. Well, this term "tax" has become a term that

bas been used in connection with this program. I must say I do not
look atit as a tax

Senator Bim. I agree with you I think it is--
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Secretary HoXsoN. Combined reduction would be a more appro-
priate term, but since the previous developers of this plan, the Sena-
tors who have discussed it, and the previous te.stimony talked in terms
of "tax," it becomes kind of a useful word of art in'this case. But it
really means reduction.

Senator Bmn. On that same page, you say that "Earned income
is now defined to exclude Federal income taxes. This will lower the
margnal tax rate somewhat in the better income brackets of the
eligible population."

Would you explain?
Secretary HoDGsoN. I think Mr. Rosow can answer that better

than I can.
Mr. Rosow. Senator Byrd, in the earlier hearings before this com-

mittee, the committee was properly critical of some of the notch
roblems and disincentives present in the program and instructed

the Dep rtment witneses to reexamine the incentive question.
We found that in a couple of the cities selected by the committee-

Phoenix, Wilmington, Chicago, and New York-it was impossible
to completely eliminate the entire notch problem without addressing
ourselves to the fact that the imposition of Federal taxation resulted
in a notch or, namely, a slight reduction of income in going from
one wage level to the next wage level. The only possible way that we
felt we could correct that was to recognize that if we were going to
impose the Federal income tax on earnings of people who are trying
to work themselve off of welfare, and at the same time reduce FAP
benefits by counting the Federal tax paid as earnings, we might be
acting in a counterproductive manner; namely, that this would create
a disincentive to keep working and get off welfare.

There it seemed to us we would be robbing Peter to pay Paul, in
a sense.

Senator Beur. Can you change income tax laws?
Mr. Rosow. No, it is merely an administrative device whereby, as

the Secretary said earlier, there is less of a reduction of the flow of
the welfare payments. The welfare payment would be adjusted so
as not to deduct the income used to make a tax payment. It would not
change the tax laws.

Sefiator BYRD. What you are doing, then, is having the program,
the welfare program, pay the tax for the individual, which he nor-
mally would pay?

Mr. Rosow. Part of it indirectly, Senator; that is right-in the sense
that FAP will now be reduced less than otherwise. But the person
still pays his full Federal income tax on earnings.

Secretary Howosom. This is a device, Senator, that is used in such
programs in the private sector as supplement unemployment benefits,
where the percentage paid is a percentage not of the total income that
the person has as his base rate, but a percentage of his net income.

Senator Bno. This would be a new concept, though.
Secretary HoWsow. I am not sure whether it has been used before

or not.
Senator Brow. You have no knowledge that it has been used before?
Secretary Hcooeo. Not personally; no.



837

Senator Bryiw. Why would that stop a person earning $6,000, for
example--would that individual have his payments supplemented by
the extent or part of the extent of his taxation?

Mr. Rosow.lt would not be eligible at the higher level of earnings,
Senator, because it would be out of the system. It is only when he is
receiving either a Federal or a-

Senator Bnw. It would in New York State, for example?
Mr. Rosow. In a large family; yes, sir.
Senator BYRi. That is what I am speaking of.
Mr. Rosow. Yes, sir. It would depend on where that person reaches

a break-even point. As long as they are below the break-even point,
receiving some assistance, they would receive this treatment.

But should explain that it is really not a full dollar-for-dollar
credit; it works out at a 50-percent credit. We are taking away earned
income at 50 percent, not 100 percent. So the forgiveness is at a rate
of 50 percent.

Senator BYRD. It is a rebate of the tax; is that not what it is?
Mr. Rosow. He pays his full tax, but his FAP is not reduced. So

he keeps more than under the House bill, an amount equal to one-half
of the tax he pays.

Senator BYRD. In certain brackets it would be more than 50 percent;
would it notf

Mr. Rosow. No; since it is a rate at which we reduce the family
assistance payment that is involved here. The law provides that that
be reduced at the rate of 50 percent for every dollar of earnings above
$720. Therefore, if Federal taxes are, let us say $100 directly, as a
result of entering the Federal tax structure, then $50 would be re-
tsined in the FAP payment over what is provided in the House passed
bill.

But it is a 50-percent effect because we are only taking the payment
downward at 50 percent of the earned income rate, not 100 percent,
ia the law prior to the 1967 amendments. We can provide an explana-
tion for the record to show how that works, Senator.

Senator Bmnw. I think that would be helpful.
(The following was subsequently submitted:)
In the House passed bill, Family Assistance benefits were computed on gross

earnings In the revised bill, the calculation would be based on earnings net to Fed-
eral income taxes. The remut is that the amount paid in Federal taxes will not be
used to reduce Family Assistance benefits. For example, under the House passed
bil, a man who paid $800 in taxes would have his F.A.P. benefit reduced by half
that amount, or $150. Since the $800 would not be counted as earned Income under
the revision, the individual will retain $150 more In F.A.P. benefits than under
the House pawed bill. The effect Is to increase financial incentives to work.

Senator Bym. Do you have any figures showing how many in-
dividuals would have their income taxes or part of their income taxes
paid by the welfare program under this?

Mr. Rosow. HEW is .oing a new estimate on this, Senator, for the
committee on the effect of this and the cost of this.

Senator Bran. I think that would be quite helpful. I cannot say
categorically that is a new concept in the Government, but I am in-
elined to think that it is.
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Secretary HODGWN. Well, as you can see, we can speak more mean-
inMfully on the work aspects of this than we can on the tax aspects, so
I nope that the submission by HEW is a clarifying document.

Senator Byav. Thank you.

PXNALTI1S FOR REFUSAL TO ACCEPT WORK

Now, one further question: In your statement, also on page 7, you
sa "A strengthened work test, with increased financial penalties for
reul to accept work."

Would you give a few examples of the increased financial penalties
for refusing to accept workI

Secretary HOSON. Well, first of all, as you know, the work test
involves mandatory stration. It eliminates the present discretion
that exists under the WIN program for registering.

And a Federal interpretation of who is exempt eliminates the role
of the social workers in the State welfare agencies in determining this
work test. These are a couple of things the law does.

I should clear up the confusion of responsibility for ap plying thework test penalty. The apartment of Libor decides who has refused
work. After such a decision a reduction in payment is automatic.

The registration requirement coupled with the annual reporting to
Congress, establishes an accountability for the proam's success.

Finally, the work test seems to balance rights and responsibilities in
an income maintenance program. The important thing is that the De-
partment of Labor is the determinant in deciding who refuses to work
and who does not. After that decision reduction is automatic.

Senator BmD. The maximum reduction is $500?
Secretary Hmvosor. $500, raised from the original proposed $300

by the House Ways and Means Committee.
Senator BmI). And that is the maximum?
Secretary HODox. That is correct.
Senator Mnzm Would the Senator yield at that point?
Senator Bnm. I am glad to yield to the Senator from Iowa.
Senator Miu.R. I understand that this $500 reduction will be made

in the family assistance plan allowance. But I also understand that
when that happens, the foid stamp bonus would go up by $159, and the
rent required for public housing would go down $500.

So that the family's, in the case of a four-person family unit, actual
net loss of benefits would not be $500, but only $241.

Mr. Rosow. May I respond to that, Senator Miller?
Senator MxuNu. Yes.
Mr. Rosow. You are probably correct on the in-kind payments be-

cause as you know, the tax is a function of income at the rate at which
those in-kind payments would be taxed. So the income is reduced
for the family by the absence of Payment of the first dollar.

On the other hand, this committee, in discussing this problem with
Secretary Richardson earlier, pointed out the question and brought
to the u.ttention of the administration, with proper effect, that there
wir nothing in the law as submitted to take care of the State treatment
or State supplementation in the event of failure to comply with the
work requirement
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Now, what you are suggesting is that the administration incorporate
language, working with your staff, to also reduce the cash State sup-
plement portion of $500 which comes to that family, which would
furthr increase the cash penalty for noncompliance with the work
ranement.

Senator MxU.JXR I received a very favorable response from Secre-
tary Richardson on that point.

S try HoosoN. We join him in his view of it.
S r M But at the time that I made the point, I was not

aware of this impact on the food stamps and public housing.
I am wondering why we did not do something there, too?
Mr. Rosow. I think it would be appropriate, Senator with your

permission, for us to draw that to Secretary Richardson's attention,
have the administration discuss it further, and work with your staff
toward a solution to that.

Senator M.ruR. I would appreciate it.
(The following was subsequently submitted:)

The impact of the $500 cash penalty for refusal to work is undercut by a
concomitant increase in in-kind benefits. As cash income decreases, the amount of
food stamp and rent subsidy automatically Increases (although the rent re-
quired for public housing would not go down by $500 in case of a $500 drop In
cash Income as the Senator suggested).

The Administration Is sympathetic to the Senator's desire to mesh the effect
of the work requirement sanction with other programs such as food stamps and
public housing. We would agree that a reduction of the cash benefits should not
be replaced by increamm in in-kind benefits. What is in question is that definition
of income for purposes of the public housing and food stamp laws, and that best
can be handled through amendment to those other pieces of legislation.

Mr. Rosow. The House food stamp bill, as you know, Senator,
does have a strong work requirement with regard to the food stampelia" " ty.
Snat r M - My only point was that we were trying at the

time Secreta Richardson was here to keep this reduction in the
family assistance plan on a comparable basis with the State supple-
ments

Secretary Hoaoo. We want to make it meaningful.
Sevator Mum.m Now, it seems to me that we had better take alookat these other Prarm so that they are all in a line and do not

have one going io direction and another one in another direction.
Secreta- Ho "NoN. The purpoSe is to make a meaningful penalty,

as I gather what your concern. is. It is our concern too.
Senator Mnauz That is right. It just does not seem to me to add

up to come along and say, "We are going to reduce your family as-
sstanc plan andyour State supplements, but we are going to increase
y food stamps and your public housing."

Secretary HeGoN. We shall have to give it some thought.
Senator Hhxum. Would the Senator yield at that point?
Senator By. Yes, I yield to the Senator from Wyoming.
Senator ILqAir. You spoke about a meaningful penalty. It is my

tn ~t~m that between July 1968 and December 1909, there
wes some 8,00 who refused, without good cause to partici-
pts in the program. Yet of that 8,100 persons, only 200 were
terminated by the AXFDC for their refusal to participate without good
Cauf,
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Is this the sort of response in so far as penalty goes, that, in your
judgment, is adequate ?

Secretary HoJosoN. You can see that is one of the reasons we
wanted to eliminate the discretion which now exists for State welfare
agencies.

Senator HANsFN. Thank you, Mr. Secretary.
Senator BRnD. Thank you, Mr. Secretary.
Thank you, Mr. Chairman.
Senator TALmADE (now presiding). Senator Curtis.

THE WIN PROORAX

Senator Cumr. Mr. Secretary, the fact has been referred to that
the WIN program does not work as well as it might because of the
lack of participation by the States. My question is: What State has
done a good job under the WIN program I

Secretary HoDGsoN. One of the criteria, of course, that we use in
that is the referral of welfare people for WIN trauiing.

Utah, for instance, has referred 96 percent. We would have to say
that is a 'pretty commendable performance on their part. So from
that standpoint, Utah would be one, and perhaps some others.

I shall let Assistant Secretary Lovell respond further with regard to

Mr. Lovwu. We think California has done a pretty good job, too.
They have referred a great number of people, they have organized their
facilities well. We are quite satisfied with that.

New York has, after a slow start, come along quite well. Originally
they only referred a very few, I think about 6 percent of the people.
That logjam was broken and more are now being referred.

Now, currently, we are experiencing quite a problem in a great
number of States because of the inability of the States to meet the 20
percent matching.

Senator CurRis. If this House bill is enacted, the States will not have
to match it.

Secretary Honosox. That is correct-not 20 percent but only 10. It
eases their problem.

And by the way, this matching need not be in dollars but in such
things as facilities. This eases their problems further.

Senator Cmms. But they are required to continue their State
supplementation

secret HoosoN. That is right.
Senator Curs. And they are required to provide that State supple-

ment for new beneficiaries?
Mr. Rosow. Not for the working poor, Senator Curtis. There is no

requirement in the law for State supplementation of payment for the
new beneficiaries.

Senator Curri. I mean where they are required to continue the State
supplement, they must continue it for new beneficiaries.

Secretary Hooosow. Their present kind and nature of supplement
must be continued for new beneficiaries that qualify under the old

Senator Cars. At the present level?
Secretary HoosoN. The then existing level.
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Senator Cuims. When that happens, will the State have any voice
in determining who becomes a beneficiaryI

Mr. Rosow.- would have to answer that., Senator Curtis, this way.:
As you know the new bill establishes national eligibility require-

ments and standards which will be administered by HEW in the new
bureau, probably the Family Assistance Bureau. I think that there
would be an assumption here that there would be constant consultation
between the States and the Federal Government on how these stand-
ards are being interpreted and administered.

But in effect, the intent of the bill as written is that when the Federal
Government determines the family to be eligible they would in effect
determine that eligibility both for the Federal Government payment
and the State supplement.

In fact, because of that assumption, the law provides, as you know,
for administration by the Federal Government of both programs at
no cost to the States.

To answer your question simply, it is at the Federal level as the
law is written.

Secretary Hoisow. Further, I would say, though, Senator, I think
the Labor Department is getting a little out of its water when it talks
about eligibility. This is in the HEW area, rather than our part of
the component.

Senator CuRm. Your answer is it would be limited to consultation
andsoonf

Secretary HoDxsox. That is our understanding.
Senator Curns. The State legislature would not be in a position

to do anythin about it?
Secretary iomooN. I really think you ought to address questions

of this kind to the Secretary of HEW.
Senator Cuwrm. Very well.

CoMYREIIEN sMv MANPOWER LEGISLATIOIK

Is not the proposal referred to as comprehensive manpower legis-
lation bein 1 currently considered by the Labor and Public WelfareCommittee

Secretary HoDosox. That is correct.
Senator Ctrm. How will WIN mesh with these other manpower

programsI
Secretary HoDosoN. Well, first of all, the great boon of the compre-

hensive manpower program under the Manpower Training Act would
be that it would be noncategorized. So there is not a meshing problem
in the way that we are propoing. We will be able to detarine what
the need is and administer under that need in a flexible fashion. As
a result, we do not have severe interrelating and meshing problems.
It. is one of the reasons that we are proposing that this committee not
cao prize the various different kinds of possible programs which we
mig t undertake and set aside or allocate or earmark certain funds
for those.

This flexibility is a desirable thing from our standpoint. It is a
desirable thimg for meeting local needs.

Senator Cuwxs What are these other manpower programs, train-
ing programs, that have been in existence up to the present I
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Secretary HowesoN. Well, they sarted back with the institutional
training under the Manpower Development and Training Act. We
have on-the-job tram-ig we have the JOBS program, that is run
in conjunction with the National Alliance of Busmessmen.

We lave Operation Mainstream. I shall let Assistant Secretary
Lovell carry on from there.

Mr. Lovil. Manpower programs fall into two basic categories, those
authorized by the Manpower Development andTraining Act and those
authorized by the Economic Opportunity Act. In the latter, the Neigh-
borhood Youth Corps programs, the summer and in-school and out-
of-school programs, the New Careers programs, Operation Main-
stream.

Then what we call our CEP program, concentrated employment
program. not too dissimilar from WIN, is operated jointly by the
community action agencies and the employment service in a number
of the ar cities, and some rural areas.

The JOBS program, which the Secretary has mentioned is one of
our more successful ones. We start off with a job and we have over
200 000 people who are currently employed as a result of this program.

en we have a variety of institutional training programs under
MIDTA that provides institutional training for the Job Corps people.

TRAINING OF AFDC RECIPIENTS

Senator CumRTs. 4ow many AFDC recipients are currently enrolled
in these programs'

Mr. LovFAu. It varies from program to program. I would say it aver-
ages around 13 percent. In the Neighborhood Youth Corps, it ranges
around 30 percent.

Senator Cums. Thirteen percent of the number of AFDC re-

No, of the total of people participating in the program.
The institutional program is 13 percent it 1 30 pernt in the Neigh-
borhood Youth Corps; it is 35 percent in New Careers; it is 10 per-
cent in the JOBS program.

Senator Cuzms. H ow many of those recipients were able to leave
the AFDC rolls by reason of this training f

Mr. Iozu. We do not have that figure, Senator. The largest por-
tion are youth that are in the Neighborhood Youth Corps, in-school
and in the summer program Of course this would provide some addi-
tional income for the faily, but probably would not provide adequate
income for the family to leave the welfare rolls.

Senator CuvRi. They might not be the head of the family I
Mr. Lov=. No; it would not be in the youth program, Senator.
Senator CUm . How many AFDC recipients would you estimate

are actually being trained in these programs todayI
Mr. Rosow. Around 200,000.
Secretary HoosoN. Do you want that by programs, Senator, or just

generally I
Senator Curf No.
Mr. LovzL. I think the overall number could be probably 100,000

to 150,000. But that would be warped by the number of youths who
are in the summer programs for 10 weeks. Really, it is a person par-
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ticipating, but it is not in a major way, so the figure would be warped.
Senator Cuams. Do you have an estimate as to how many of the

AFDC recipients who are parents are being trained in these programsMr. Lovxuh I would say about 25,000 adults. That is a rough, top-
of-the-head figure. But it is not too far off. And it is exclusive of WIN.

Senator Cukir On balance, which have been your most successful
trainees in the WIN program, AFDC fathers, mothers, or youths I

Mr. Lovru.r I do not have that breakdown in front of m& I really
think it is probably a little early to make a judgment. But let me say
in general in all our manpower programs, the people under 30 are apt
to respond more rapidly and gai the greatest benefit-men or women.

I would assume that this would be true in the WIN program, as
well.

Mr. Rosow. We do have an analysis of 1968 enrollees, Senator
Curtis, and we do not find a marked difference between female or
male achievements. They both do about as well, and they do almost
as well as all of our basic training programs for the manpower trainees
who do not come off of public assistance rolls.

In other words, we just made a new computer analysis of the 1968
report. For those pepole who completed training, who came from the
public assistance rolls, and those people who completed training who
did not come from the public assistance rolls, we found just a few
cents difference in wage results, and very little difference in their
participation in the labor force.

Senator CuiRs. Are any AFDC mothers being trained to be aides
for iay care centers?

'Nir. Lovni.. Yes. We feel that if the Family Assistance Act passes,
ma1y of the day care centers will need help of this kind. We can
imagine that m any of the mothers and other young females would par-
ticipate in this. It is a very good source of people for day care.

Secretary Homsox. Clearly, this is one of our first areas of em-
phasi

Senator CuRris. They could take over the major jobs, could they
not?

Secretary Horosox. There would be a great boon for it, yes
Senator Cuirns. And the welfare recipient ?
Secretary Horosox. What we like about this is that it has the dove-

tailing effect. It helps both ways.

LACK OF STATZ FUN.TS AFFCTIN WIN PROGRA3X

Senator CuRI. In your annual report, there is this statement, that
the lack af funds in ssme States restricts WIN's capability to allocate
program resources. to areas of greatest need.

picisely in which States have such a lack of funds resulted in
Federal funds going unused?

Secretary HOIDiso. Do we have information at this point that we
can gveon that f

Mr. I r One of the problems we have bad in the transfer of
funds between States because of the requirement of matching. We
have been able to move money within a State, but when you do it
b1twem Statea you cannot, of course, move the State matching.
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Secretary HDcoso. As I understand the Senator's question, though,
it is which States are not matching and, as a result, limiting our
participation in those States?

I believe we are going to have to get you that information for the
record.

Mr. LovEmL. All States except New Hampshire have come up with
oie program.

Mr. Rosow. Kentucky and New Mexico are two States that we have
had a real problem in. However, it might be well to state, Senator
Curtis, that one impediment that has been rather indigenous has been
the high cost of child care matching which is 25 percent.

Wits the States4 general fiscal problems, this has been a real impedi-
ment which would be removed by this bill.

(The following was subsequently submitted:)

STATtS WHmER FISCAL YEAR 1971 WIN ExP.NsION Is RESTRICTED BY LACK OF
NON-FEDERAL MATCHIN0

L. Alabama . 8. Kansas 15. North Carolina
2 Arizona 9. Kentucky 16. South Carolina
3. California 10. Missouri 17. Tennessee
4. Florida 11. Mississippi 18. Utah
5. Georgia 12. Nebraska 19. Wyoming
6. Iowa 13. New 'Mexico
7. Idaho 14. New Jersey

ON-THE-JOB TIUNING
Senator Cuwris. Mr. Secretary, the on-the-job training projects

have not been very great in number. I notice that in fiscal year A)69,
$22 million were appropriated for on-the-job training, while less than
$1 million was used.

For fiscal 1970, $13 million was appropriated and less than $1 mil-
lion used.

What has been the problem?
Secretary HoDosoN. Well, for one thing, the area that we have given

so much emp hasis and had what we considered to be such signal suc-
cess in JOBS program, with the National Alliance of Businessmen, is
an on-the-job program. It is a program that Etarts with a job. It just
dsnot not happen to be titled indicate o2-the-job training under
the line item that you mentioned.

With regard to on-the-job training outside of the JOBS program,
we are very dissatisfied with that level, and we are intent on increasing
it. But we want to point out that on-the-job training as a device for
moving people from disadvantaged or welfare circumstances, into the
world of work is a very useful technique, and the JOBS program
has proven it.

Senator Curm. We are repeatedly told that one of the great rea-
sons for reform is because of the many problems in the AFDC pro-
gram. There were not many AFDC recipients-I am referring to the
parents, heads of the families-who participated ia this JOBS pro-

Secretaxy Hovsx. About 10 percent.
Senator Cu=2s Ten percent of the total number of participants?
S iHi. Rght.
Senator Ds. How many participants I



845

Secretary Ho)soN. There are around 450,0(h that have participated
in the program.
. Mr. LovzLu We have about 46,000 people that are currently work-
ing on contracts with the private sector. We do not have the records
of how many people that the companies are handling for free have
been on welfare. But I am sure it is a large number.

Secretary HoDoGoN. I think we had better clarify that for the Sen-
ator.

There are two aspects of the JOBS program, one where the com-
pany that hires a person does not get any support from the Federal

government, does this all on its own, and thereby we do not have
the same kind of followup information as to the composition of who,
those people are, in the same detail to their composition and their
placement that we do with regard to the other category, which con-
stitutes on!y about one-third of the JOBS placements.

That is the category that is supported by partial Federal Govern-
ment payment. It is in that category where we are talking about the
10 percent that are on welfare.

Sowe really are not able to say what the total numbers would be,
or even accurately what the total proportion would be.

But on the portion that we follow and that we provide supplemen-
tary payments for, the 10-percent figure is accurate.

JOB BAX(K PROGRAM

Senator CURIs. Mr. Secretary, would you please describe what your
job bank programs is and how it will work in connection with the bill
before usI

Secretary Howosow. Yes. About 18 months ago, a job bank on an
experimental basis was established in the metropolitan area of Balti-
more to provide a listing each month of the jobs available in that city.
as indicated by a listing of those jobs by the employers of that city
with the U.S. Employment Service

This is the way this program works: The employers call into the
U.S. Employment Service a list of their openings. These are put into
the computer and a printout comes out the next morning.

That printout is available in the Employment Service offices in that
metropolitan area. By referring to this printout either an applicant
or an employment placement counsellor can see wi]ere the openings are
and can then make a judgment as to anybody who is available for re-
ferM or for placement to where he might be able to find a job.

It does, really, two things: It centralizes this kind of information
in one place and it speeds it up. As you can imagine, a job is a quite
perishable thing. A job that is open today may be filled by somebody
else, and by the time that a traditional kind of listingr arrangement
t rnspired, the job is no longer open, by the time the applicant gets
there.

This assures currency of job opening availability to the employee.
It speeds it from the standpoint of the employer. It brings together
the employee who is in the US. Employment Service for referral, and
the information he needs to know with regard to where the job opening
may be.

ft is a service both to employers and employees.
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We are pleased with the way it worked there, so we started expand-
ing. We have, at the present time. established job banks in 46 cities
in the Nation. We have the intention to establish 55 by the end of the
year. By the time this program goes into effect, we hope to have So and
more or less blanket, the major metrol)iitan areas of the country,
certainly covering the vast proportion of eml)loynment or the labor
market centers of the Nation.

Senator Cu'rrs. Rave you been able to measure its value?
Secretary HoDnoso.. We have been doing sonic of that but as you can

see, it is quite new. What measures we have are very positive i their
results.

One of the I)rincipal. almost bonus features of this in the city of
Baltimore, where it has been in effect, is that it has doubled the number
of placements of disadvantaged people.

We did not exactly expect that this might be the circumstance, but
it has proven very useful for that. We have great hopes for it.

Senator Ctn-ris. Now, that is operating under existing law?
Secretary 1lono, so.. That is olrating under existing law. It really

will be a beneficial thing. One of the reasons we feel we can do a job
under this program is because we are going to have that device available.

Senator CuwrTs. Who can avail themlles of the benefit of this
service ?

Secretary Hor;soN.. Every employer in the country who wishes to
list a job with the employment service, and any person employed or
uneml)loyed who wishes to contact. the employment service' for a
placement.

Is that right
Mr. LOVF.L. That is right.
Senator Gwri-s. Where is it available?
Secretary HtoDOsoN. At the U.S. Employment Service office in the

cities where those job bank computerized systems have been established.
Senator CURJTIS. So that is available for all persons?
Secretary IlosoN.. That is correct.
Senator CuirrS. And i f we get the new legislation?
Secretary Ilotnso-.. That is right.
Senator CrRTis. So an individual on a low-paying job can avail

himself of that. job bank without becoming a beneficiary of any welfare
plan ?

Secretary ItonosoN.. That is very true. That is an employment service
available broadly.

Senator CURTIS. Ilav-e you done anything ai)out eliminating all the
paperwork for somebody to get. a job?

.ecretarv Hlor.sox.. That is one of the great things this does. He does
not need to have-

Senator CURTIS. I mean at4,Ier you connect him up vith a job? I shall
just take a couple of minttes to tell you whst actually happened.

Secretary IToncmso.x. I know, Senator. I used to have 19 forms in
the firm I worked with that an employee had to sign when he camne to
work.

Senator CTRTis. One of the largest companies in the United States
decided that they had an obligation to do something about, providing
jobs for the hard-core unemployed.
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So the top officials-I got this storv from the chairman of the board.
who had been president at the time this happened. The top officials
interested themselves. They found that someone who had never had
a job, they were probably on some sort. of relief, perhaps the parents
had been., vas frightened by all the forms to fill out.

The were given forms--not only. what is your name and all that,
but where did you work last and why did you leave; where did you
work before that.

Give the dates, a lot of other material. Before they got a fourth of
the way down the page, the per-son was embarrassed, felt inadequate,
so they went on being unemployed.

This company just skippedthe paperwork. They went to various
places, where men were located who were sitting around not working,
asking if they would like a job, tell them what the pay is. They would
get a response. They would say, all right, there will be a station wagon
to pick you up tomorrow morning at such and such a time. They took
them out and put them to work, put tools in their hands and told
them what to do.

These men were delighted. They responded to the training as well
as any of the other recruits. But they were headed in the direction of
beingthe third generation on welfare because of the flood of papers
that have been built up to keep the personnel divisions in our great
businesses in operation.

Then, at a later time the company took them around to the office
and got such information as was necessary for tax and social security
purposes.

Secretary HoDrsoN. This is what I was referring to yesterday about
learning to work with this group of people, learning to undei-stand
their problems, and realizing that you have to give them a different
kind of attention than you do the normal job applicant.

One of the great joys, it seems to me, of the current scene with re-
gard to this circumstance is the extent to which so many companies
iP the private sector have been willing to experiment, to try a new
thing, like this circumstance that you mentioned. It flies in the face of
everything every professional employment man ever heard of, but to
try it and see if it works--we are going to have to learn to do things
new ways to bring in some of these categories of people.

Senator CurTs. That is why I was interested in your account about
the job bank. I just think this country would make a terrible error
if they did not, if we did not center our major attention on more real-
istic training programs and putting individuals to work, instead of
making it possible for the number of welfare recipients to increase.
as the House-passed bill will.

Secretary HoDoso.-. You can look at it from another point. One
thing the mechanism like the job bank does is help speed getting people
off these rolls.

Senator CurriS. But you are not getting them off welfare. You
are increasing the number of recipients in my State by 285 percent.
I am afraid that too many people who have built uip that pile of
paperwork have had too great a hand in carrying out the desire
expressed by the President, which I endorse wholeheartedly. I think
this bill has missed the mark.

That is all.
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Senator TALMANIE. Senator Hansen wanted to ask one question,
Mr. Secretary. At the time that he co1[)lptes it, if it is convenient
with you, we will recess until next Tuesday at 10 a.ln. Will that be
agreeable to you ?

Secretary Hoixisox. I am going to he front and center in Dallas
on Tuesday of next week. If we could arrange another time, I would
appreciate it.

Senator TALMAIxE. WI'hen can you be here?
Secretary HoixsON. Thinrsdav and Friday.
Senator TALM.rAD.C. All rigit. We will go over until Thursday,

then, Mr. Secretary.
Senator Hansen?
Senator HANSEN. Thank you very much, Mr. Chairman.

REFUSAL TO PARTICIPATE IN WIN PROGRAMS

Earlier, Mr. Chairman, you will recall that I made reference to
the fact that between the dates of July 1968 and )ecember 1969 of
the 8,100 persons who refused without cause, without good cause,
to participate in the 'WIN program, only 200 were terminated because
of refusalto participate. I believe it mav have been Assistant Secre-
tary Lovell or you who responded that'that was one of the reasons
you would like to have the Federal authority and take this arbitrary
authority away from the States, if I understood you correctly.

Secretary IyHOW;SON. I think you can achieve greater uniformity
that way and apply what we consider to be a strong work requirement
and a p enaltv for not accepting that strong requirement. That is the
only way I can see it can be accomplished.

Senator HANSEN. Now, it is lily understanding that under section
433(g) of the Social Security Act, the Secretary is required to notify
the State welfare agency whenever an individual referred to WIN
refuses, without good cause, to participate in a project under WIN
or accept c nployment. The welfare agency is required under the
Social Security Act, section 402 (a) (196), to terminate the individual's
share of the welfare payment and to make protective F,.yment to the
children in the family.

My question is: What reason is there for the committee to believe
the Department of Labor would enforce a new Federal law removing
qualified people unwilling to train or work from the welfare rolls any
more enthusiastically than has been your enforcement of the present
Federal law?

Secretary HoDXso-N. The Labor Department has not. enforced this.
We have announced intention to this committee to change the nature
of the enforcement and the effectiveness of it.

Senator HANSEN. I recognize that, obviously, the Labor Departiment
has not enforced it. You have cut off fewer than 21/2 percent.

Secretary HoDsos. It is not our responsibility, Senator.
Senator HANSEN. Well, now, it may be that it is not, but if I may

read again, I thought that-
Secretary HODOsON. We have nothing to do with that.
Senator HANSEN. Let me read this once again. [Reads :J
Section 43.3(g) of the Social Security Act requires the Secretary of Labor to

notify State welfare agencies-
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Secretary IloDxso-x. We do. All we do is notify them of who refuses.
Senator HA\NSENX. Then I understand father that the welfare

agencies are required under the Social Security Act-and I referred
to the specific number-to terminate.

Secretary HoDosoN. But that is not us. We just tell them who re-
fused and they take it from there.

Senator HANSEN. What you are saying, then, is that the social
security agency has refused to act?

Mr. Rosow. Senator Hansen, what actually has been happening is
this: The Secretary of Labor notifies the State welfare department
that someone fails to cooperate with the program.

What frequently happens is that the agency that referred the per-
son as an appropriate person for work or training takes another look
at the case and makes a ruling that the person Nws not appropriate in
the first place. That is used as a reason for not discontinuing the pay-
ment.

This is a problem that the HEW also has been having with the
States, because the law provides that this interpretation is made by
the State welfare department, and they are taking a very lax .p1roach
to this problem.

Under the new law, as Secretary Iodgson has pointed out, the in-
tent of the House, and the intent of this committee is to remove that
responsibility to the Secretary of Labor, and if it is a work-associated
question, that person would be held as not cooperating.

There would be a hearing period of 90 days, at the end of which the
payment would be discontinued. The Secretary of Labor, through the
employment service, would so advise HEW. They would ma ke no
determination in the case. They would merely discontinue the pay-
ment.

Senator HANSE.. Well, it seems rather strange to me that we have
Federal laws-and I will grant you your point that it is not the re-
sponsibility of the Department of Labor necessarily to enforce the
applicable Federal law of the Social Security Act, but here we have
two agencies of Government working together that I assume do have
this authority. Yet with that authority, the results that they have been
able to demonstrate represent a dismal less than 2.5 percent. Now, that
sort of record certainly does not encourage or incline me to believe that
any Federal agency is going to be any more enthusiastic about cutting
people off of welfare than has already been demonstrated.

And I would like, if I could, to receive some positive encouragement
from you that it will be your intention and followthrough to see that
)eople do obey Federal law, or they are penalized according to Federal

1aw.
Could you give me that assurance?
Secretary HoDoso.N. We believe we gave not only that assurance, but

asserted that quite strongly in our statement, in every answer that I
have tried to respond on that or similar questions from this group of
Senators. I have tried to indicate that we believe this is a. new ball
game, that we are going to make this meaningful, and that we plan
to handle the work requirement problem in the tight manner that we
gather this committee is interestedin.

Senator HANsEN. And it would be fair to say, then, that. you ftel
that not only will this be the attitude of the Department of Labor, but

44-527-7(1--pt.2 :2 . "0
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it will likewise be the attitude of other Federal departments, that they
will cooperate with you as they have not in the past in seeing that
Federal law is enforcedI

Secretary Houosow. It is our responsibility now, so it is clearly
ours.

Senator HANSEN. Be your exclusive responsibility?
Secretary HoDosoN. In making a determination.
Senator HANSEN. And you feel that other agencies of the Govern-

ment have been unable to do it?
Secretary HoDxsoN. That is! the express determination of this

committee.
Mr. Rosow. We have evidence to that effect because the Labor De-

partment actually stated that 12.800 VIN recipients had dropped out
with good cause, but the States, in applying that, have only taken a
small proportion off the welfare rolls.

Senator HANSEN. I am talking about those who did not drop out
with good cause; I am talking about those without good cause.

Mr. Rosow. I am sorry; I meant to say without good cause; 12,800
dropped out, according to our record, without good cause. But the lag
between that and the State action is quite substantial.

Secretary HoDOsoN. There is another thing that is going to help
in this. Under FAP we have a definition that is much clearer and has
fewer loopholes than the definition under which the States and the
HEW will now operate. That is going to help a great deal.

Senator HANSEN. Thank you very much, Mr. Secretary.
Thank you, Mr. Chairman.
Mr. Tu .wz. Mr. Secretary Senator Miller had a couple of ques-

tions and, in view of the fact that you cannot come back until next
Thursday, he should proceed to answer them. At the time Senator
Miller finishes his interrogation, we will stand in recess until next
Thursday.

Senator MkLmL . Thank you, Mr. Chairman.
Secretary Hodgson, I just want to probe a little bit further on this

thing Senator Iansen was talking about. My understanding of the
present situation is that whereas there were a very substantial number
of persons refusing without good cause to participate or continue in
the WIN program, and although your Department notified the State
agencies because of laxity on the part of the State agencies, nothing
substantial was done.

That was my understanding of your response.
Secretary HODGSO1. Well, the figures themselves indicate how little

was done.
Senator Mi..E But the main point of your answer was that this

was due to laxity in the State agency.
Secretary HODOSON. Well, laxity or the inconclusive nature of the

definition they were acting under, both of which we are tightening up,
I think.

Senator MmLE& Well, I do not know whether you could call it laxity
or not. This looks like laxity to me. In any event, are you saving the
Federal Government is powerless to do something about the situation?

Secretary HoDOsoN. The Labor Department has only one responsi-
bility in this area. That is to advise, the appropriate people that there
has been a refusal to cooperate with the program.
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We have no mechanism under law or otherwise to deal with the
problem from that point on.

Senator Miuum. Do you have it brought to your attention that not-
withstanding this advice, there is the gap between your advice and the
implementation of it on the part of the State agencies?

Secretary Hozo-,x. That is why we want it corrected in this bill.
Senator Mujium Well, you do have that information. Do you have

it perodically or by month ? Do you have somebody in your shop who
can refer you-

Secretary Hooso-.. How often do we get reports on this? Monthly
reports.Senator MiLm Well, what do you do with them? Do you contact
another agency of the Federal Government and say, "Look, we made
these notifications; we have a report showing that there has not been
anything done about it; what about it; it is your Department's job now
to follow up on this?"

Secretary HoDoSON. I think it is a reasonable question. We had not
only this problem, but many other problems with this WIN program
in about the first year of its operation. So some time ago we developed
a join task force team with HEW and went out in the field and visited
27 States where this circumstance with the WIN program seemed
to be the least satisfactory. This is one of the things that we brought
to their attention at that time.

Now, that is, I would say, really the nature of the attention that
we have given this thing. But it has been done jointly with HEW.
It has been done by going into the field and working with the States
themselves, not only on this problem but a wide range of problems.

We think there has been some improvement since then.
Senator Mrixw I take it it wouldpe your point that if, under those

circumstances, it was determined that there was unreasonable laxity
of enforcement, then HEW could have withheld some Federal funds
as retaliation for this laxity f

Secretary HoDxsoN. I do not want to speak for the Secretary of
HEW on that.

Senator Mmum. In any event, you could not?
Secretary HoDosoN. That is right.
Senator UmLm. But you did participate in this task force to find

out what was the trouble?
Secretary HODOSON. That is right. We have made some improve-

ments as a result.
Senator MNiLn. Might I suggest, Mr. Chairman-
Senator HANSF. You are the Chairman.
Senator Mmum (now presiding). The Chair will ask the staff to

inquire of the HEW what was done with respect to cutting off Federal
funds or threatening to cut off Federal funds in these cases that the
Secretary has referred to.*

THE WEN PROGRAM

Mr. Secretary, the Auerbach study on the work incentive program
makes the point that in many cases, it would be unnecessary to provide
services to make an individual employable if the employment service

*A response from the Department of Health, Education, and Welfare appears in ap-
pendix C at p. 1159fR.
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would devote more effort to the development of job opportunities
which could utilize the skills and abilities already possessed by him.

The report cites as an example that it would be unnecessary to pro-
vide institutional high school equipment and training, which is often
unrelated to job skills, if only employees could be accepted by em-
ployers without a high school degree. Do you have an answer to that?

Secretary Honosox. I would agree that a job developed on the part
of the Employmenit Service is an important part of our role. This is one
of the reasons why we feel that the Job Bank itself is such a signifi-
cant step forward. It is a way of appealing to employers to list their
jobs with the Employment Service and get a meaningful response from
the Service by so lifting it. This is a good step forward in job devel-
opment.

The latter part of that question with regard to the unsuitabilitv
of voational education to the jobs that are available in the comnnl-
nity, and the question of the absence of the need for a high school
education for sme jobs, are both subjects that, are worthy of attention.

With regard to the last one, I think that one of the main thrusts of
the JOBS program has been to convince employers, and it has beell
done with signal success, that these disadvantaged people, most of
whom have not finished high school, can become effective employees.

We have over 200,000 of them in jobs today as a result of it.
Senator MILLER. The point you make, then, is that that is the policy

under JOBS. I would assume you would carry that policy into other
activities!

Secretary HoDxsoN. From the Employment Service standpoint, we
want employers to establish realistic standards, not artificial stand-
ards for the jobs.

Senator Mhnu1R. Thank you.
Again, the Auerbach sudy on tie work incentive program states

that a serious problem in the program consists of keeping the em-
ployees waiting after they complete one part, of their employability
program but before beginning another part.. According to your De-
partment's report on the work incentive program, about 15,000 persons
were in this waiting category as of April 30 of this year.

Do you have any figures on how long these people are kept waiting
on the averageV

Secretary HoDoso-.. I will have Assistant Secretary L,)vell talk
to that.

I will say this, though: This is an element that continual experience
with the program in structuring it shows that there are not inordinate
gups between its components, experience itself will help take care of
a great deal of that. But I will let the answer be amplified by Secre-
tary Lovell.

Mr. LA)vELL. Senator, we have beei, very concerned about this and,
to some extent, it does represent deficiencies in the program. The initial
applicant holding period has gone down considerably. As a matter
of fact. the total holding period in the program has gone, I think,
from 46 to 24--

Secretary HoDOSco. Days?
Mr. LOVELL. Percent., in terms of the number of people.
Senator MILLER. My question was that the report says there were

15,000 persons in this category as of April 30. I would like to
know how long they were kept waiting, on the average.
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Mr. Lor'Eit.. I think the average figure for an individual through-
out his entire period is that he would spend about 6 weeks in the hold-
ing capacity-not all at one time.

Secretary Ilotxso.. Between the time he registers and they start
something, xtween the conclusion of that portion of the program
and starting another one, the conclusion of that program and tile time
they are referred to a job, total of 6 weeks.

,S entor MnLmi. (Out of a total of how many weeks?
Mr. Lovi.r,. Out of a total of, say, -14.
Senator MILmE. Thank you.
Secretary IlonosoN. The important thing about tlis, Senator, is I

want to eniplasize that we consider that to be a I matter for improve-
ment.

Senator MILLFR. May I ask just one tiing: You said about 6 weeks
out of 5) weeks, on the average. I)o you have aniy figures on the rela-
tionship of the waiting period to the (irol)outs?

Mr. IA):rLL. What are you-
Senator Miri.n. Whai I am getting at is is there any relationship

between the dropouts and the waiting period.
Mr. LOAVFLL. I think unquestionably there is, Senator. I do not have

any exact figures on it. But I think that the evaluations that we have
received would indicate that the longer an individual is in a waiting
capacity, the more apt lie is to drop out. For example successful WIN
graduates wait an average of 6 weeks and dropouts 13 weeks.

Senator MILLER. Your guess would be, then, that while the average
waiting period was 6 weeks, there might be someone who had a total
waiting period of 3 months?

Mr. LovErL. Yes.
Senator MILLER. Then that would probably be amongst those who

dropped out the most?
Mr. IL>VELL. Yes, sir.
Senator MILLER. Thank you.
Mr. Secretary, from some of the materials presented to our commit-

tee, it would appear that we are faced with a problem of getting
women into jobs which actually get them off the welfare rolls.

WIN WOMEN GRADUATES

In your WIN program annual report, you state, that a survey of
WIN 'women graduates in five States show that for 48 percent, their
average wages are less than $2 an hour.

Now, last Tuesday, you stated you get them a job at around $2.20
an hour. So that is the point where they leave the welfare rolls.

But the question is, if 48 percent of them are receiving less than $2
ani hour, what van we do about it?

Secretary I 1o1;so.. The average for mea was $2.48. The average for
women was $2.03. The average combined is $2.27. That is where the
difference is.

The fact is that in our society, in our economy, the average woman,
job occupied by a woman, receives less pay than the average for men.

Senator MILLER. In how many States would a woman in a family
of four leave the welfare rolls at the average rate of $2.03? I)o you
have any figures on that?

I can see where that might require a little research, and would you
like to provide that for the record?
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Secretary Hovcsox. I think it would.
Senator Miuxl. I would appreciate it, if it is readily available.
Secretary HODiSON. Let us see if it is one of the many figures we

have here. Hold on.
The break-even point for a family of that size is $1.77, so they would

not be in FAP with a rate of $2.03.
Senator MnL.xm I am wondering in how many States would they

be off the welfare rolls then, with that kind of an average earning? '
Secretary HoDosox.. You mean as of now, under the present wel-

fare plan?
Senator MILLER. Well, yes, and with the $2.03 average rate.
Secretary Honosox. I guess we would have to get that for you.
Senator MILLFR. If you would do that, I would appreciate it.
(The information follows:)

Question. Number of people who will get off welfare at $2.03 per hour, 1jh1
State.

Answer. $2.03 is the median hourly earnings rate for women graduates of the
WIN program, according to a six-State survey made in August 1969. States in-
cluded in the survey were: California, Colorado, Illinois, New York, Pennsyl-
vania and Washington.

There is wide variation among States in the amount of earned isiconie required
to remove public assistance recipients from welfare rolls, with more than two
and one-half times as much income needed in Alaska as in North Carolina. The
State welfare standard for a family of four ranges from $150 per month in North
Carolina to $419 in Alaska. The hourly earnings equivalent of these monthly
standards are $0.87 and $2.42. However, the majority of the States cluster in the
bottom half of this range, with 34 States and the District of Columbia having
equivalents of less than $1.60 (the minimum hourly wage of most general appli-
cation). Another 13 States range from $1.60 to $2.00 with only New Jersey, Maine
and Alaska being above $2.00.

Because of the incentives built into the WIN program, earnings have to be
considerably in excess of an equivalent of the welfare payment in order to reoinoc
a family from welfare ewnpletely. The first $30 of earned income, plus one-third
of the remainder of such income may not by law be used to offset the financial
assistance receive,1 from welfare. Thus an earned income oj' $330 is needed to
offset a welfare pi jiment of $200.

On this basis, $2.03 would be sufficient to remove a family of four from the
welfare rolls in the following States: North Carolina, Arkansas, Ohio, Maryland.
South Carolina, New Mexico, Louisiana, District of Columbia, Georgia and
Kentucky.

There are a total of 1,319,600 AFDC recipients in the States; however, we do
not have information concerning family size. A March 194b special study showed
a typical AFDC family consisted of a mother and three children, so that probably
the majority of families in these 10 jurisdictions would consist of four persons.

NUMBER OF AFDC RECIPIENTS WHO WILL GET OFF WELFARE AT $2.03 OR LESS PER HOUR, B;Y STATE L

Hourly earnings
Number of required to

AFDC recipients State welfare standards remove public
in State, assistance

as of Apr. 30, Monthly Hourly recipients from
State 1970 earnings equivalent welfare rolls 2

North Carolina ------------------------------ 132,000 $150 $0.87 $1.47
Arkansas ----------------------------------- 48,700 176 1.02 1.70
Ohio -------------------------------------- 281,000 193 1.12 1.84
Maryland ---------------------------------- 139, 000 196 1.13 1.87
South Carolina ------------------------------ 58,600 198 1.14 1.89
New Mexico ------------------------------- 54,600 203 1.17 1.93
Lousana ...----------------------------- 216,000 205 1.18 1.95
District of Columbia ------------------------- 43 700 208 1.20 1.97
Georgia ------------------------------------ 214,000 208 1.20 1.97
Kenucky ---------------------------------- 132,000 216 1.24 i 03

Total ------------------------------ 1,319,600 ------------------------------------------------

a Ba-ed on HE, data.
2 Hory earnings levels required to remove persona from welfare with consideration of WIN program incentives take

inia',cco nt
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REMI8TRATION REQUIREMENTS

Senator IffiLLE.R. Now, as I understand it, there has been a registra-
tion requirement with the employment service for unemployed fathers
since 1961 or thereabouts. What has been the record of the employ-
ment service in finding jobs for these registrants?

Secretary HomsoN. The unemployed father group?
Senator MILLER. Yes. Here, again, if you would just like to provide

for the record the information in that group, that will be satisfactory.
Mr. LoVELL. I think that would be better, Snator.
Senator MiLLFuR. All right.
(The information follows:)

A special survey, as of August 31, 1969, was done on WIN graduates in
follow-up status. The six states included in the survey-California, New York,
Pennsylvania, Illinois, Washington, and Colorado-were all "Unemployed
Father" states.

The total number in follow-up status in these states was 4,619. These in-
cluded 0,786 (60 percent) males, and 1,833 (40 percent) females.

97.1 percent of the males were found to be employed full-time.
963 percent were earning $1.60 per hour or more.
24.6 percent were earning $3.00 per hour or more.

We do not know how many of these males were fathers; however, for FY 69,
16 percent of all WIN enrollees were under 22; the remaining 84 percent pre-
sumably were parents, otherwise they would not have been eligible for the
program.

Senator MLmR Mr. Secretary, when we held hearings in April,
it was pointed out that the House-passed bill does not require any
welfare recipient to work in order to receive benefits; it only requires
them to register.

Mr. Rosow responded by making much of the fact that in addition
to registering, they had to accept work or training if it were offered.

My understanding is that we expect about 2 million persons to
register-

Secretary HoDGsoN. 2.5 million.
Senator MILER. But only anticipate training around 225,000.
Secretary HoDGsoN. The first year. That is added training, addi-

tional over what currently exists.
Senator MILLM. Well, my question was, or my point was, that this

would appear that only about one out of 10 would be required to ac-
cept training. 'What happens to the other nine?

Secretary HoDGso.Ni. It would be about one out of six because we
have about 150,000 training slots available now. We have added an-
other 250,000. That is about 400,000. So that is about one out. of six.

But you are right. Your limitation on the level of training there
is for two reasons: One is that there will be a lot of people referred
for work that do not have to have training.

The second is that we feel that we can build up this training in an
effective and efficient manner only so fast, and so that is the reason
why we propose for the first year only that number. Eventually, we
will expand it.

Since Assistant Secretary Rosow is cited as the father of this ques-
tion, I shall let him respondfurther.

Senator MiLLEI. Let me just summarize, as I understand it right
now. The point is that there will already be quite a number in training
and other programs.
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Secretary llox-so.. No, quite a nuindxr of slots availalble from other
programs and from WIN as it now exists. What we are doing is adding
to those the 250,0. We say the total will be around 400,000 the first
year.

Senator Mn~LFai. All right. So that while in this particular pro-
gram there will be about 225,000 of the 2.5 million that will go into
training, there will e about another 150,000 that will go into other
slots of training?

Secq-retarv IoIr, soN. Yes.
Senator'IiLLER. And there will be some of the 2.5 million who will

not need training anyhow ?
Secretary I [oixwso.N. Exactly.
Senator'MILLFR. Now, this all makes sense to me. Additionally, do

you have any estimates as to how many of these 2.5 million who would
be working poor would not be involved in training?

Secretary HoisoN,. Yes. I shall let Assistant Secretary Rosow
respond to that.

Mr. Rosow. Senator Miller, in the registration figures, which gets to
to the heart of your question, the 2.5 million breaks down this way:

We have 1.2 million full-time working poor who will be required to
register but are already fully einployed. That is where our pilot up-
grading program of 75,000 would take effect.

Then we have 200,000 16- and 17-veyar-olds not in school, and
1,100,000 adults 18 and over not excluded by the exemptions.
So that leaves us with a net target of 1.3 million people. As the See-

retar" stated, between our base, manl)ower prroram where we have
about 150,000 capability, our add-on of 225 will be ul) close to 400,000
people that wve can train in 1 year against a baseload of 1.3, which
gives us a training effectiveness of about 30 percent in the first year of
the enactment of the bill.
Then, of that 1.3, a good proportion should l)e available for direct

referral to work without training.
Senator MIL.ER. I appreciate that. I think that is a point that has

not been emphasized too much. It makes the target on this training
program a lot more meaningful.

Secretary HIosoN. It is '. hard one to convey properly.

TIE WORKING POOR

Senator 'MILLER. There is one loint. How many did you sAy you
would estimate of the 2.5 million who are already' full-tlme working
poor?

Mr. Rosow. 1.2 million.
Senator MILLF.R. What are we going to do about them? Are we

going to leave them alone and take these other nonworking peol)le
and 1)ut them in training programs, or are we going to look at the
1.) million and see which of those we can move into training programs
so that not only can they continue to work full time, but they can
work at better jobs to break out of their category of working poor?

Secretary HoDosoN. There are two things about the working poor.
One is that. about 200,000 of these each year work themselves out of
their working poor status.
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Senator MILiR. You mean under present programs, or volun-
tarily?

Secretary HoDosoN. Just normally. But the second thing is that
we have proposed an initial upgrading pilot program of 75,000
slots--75,000 trainee positions-to provide a special opportunity
through training for this working poor group to improve their skills
to a point where they can get jobs that will place them in categories
beyond that of the working poor. It, is a start. Is is not a big amount,
but we feel it. is as much as we can effectively do in the first year of
such a program. But we certainly are not gofiig to ignore them.

Senator MILLER. I can see a little trouble ahead, and it is going
to require very astute administration. We may have somebody who is
in a working poor category, and all of a sudden they find that their
neighbor (down the street, who has not been working at all, is in a job
training program, as a result of which he ends up making twice as
much as what this working poor indivdual is making, who may feel
he has being discriminated against, and perhaps he ought to get. the
first go at that training as against the one who may not have been
trying to engage in working.

Secretary HoDcsoNs. Well, there are a great many parts of this pro-
gram that are going to require, as you say, astute administration.

Senator MILLYa. Well, my point on that would be that I would
hope in that 75,000 program, and perhaps enlarging it, you recog-
nize the desirability of giving some preference to those who have
been doing the best they could as against those who have not.

Secretary Howso.,.One of the priorities that we certainly have
to weigh is who gets the benefit of it.

Senator Mimu~rL. Thank yua.
Mr. Rosow ?
Mr. Rosow. I wanted to add, if I might, that the thing that assists

us to achieve your objective is that about half of the working poor
people are out of their jobs at some time in the course of the year, so
we would hope to intervene at that point without breaking their con-
tracts with their existing employer and give them the training that
you suggest they are seeking.

PLACING WIN GRADUATES

Senator M~Rr. Thank you.
Mr. Secretar-, I understand that there has been some difficulty in

placing WIN graduates. Mr. Lovell testified before a House appro-
priations subcommittee in May that in order to expand the job oppor-
tunities for WIN enrollees, they are now being given preference in the
National Alliance ot Businessmen JOBS program.

What does this mean to a WIN enrollee? What is meant by prefer-
ence? Why has not preference been given?

Secretary HODOSON. I shall let the man speak for his earlier response.
Mr. LOV'ELL. We initially gave priority in referring people to the

JOBS program to people who had participated in the CEP program,
the concentrated employment program. In May, I think it was, we
decided that in addition to giving preference to these people, we would
give preference to enrollees in WIN so that they would be mor
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apt to be referred to these jobs than someone who was not part of the
program.

Senator MiLLF.R What kind of preference is it? What does it mean?
Mr. Lovau. Well, it means that if an individual is enrolled in WIN,

there is a greater chance that he will be referred and placed on a job
that is funded by a Federal trainee program.

Senator .Mii:m Are you saying that a business which is in the
National Alliance program will be furnished a list of those enrolled
in the JOBS program

Mr. Lovra,. They will have an individual referred to them. These
businesses have already agreed to take disadvantaged people referred
to them by the employment service.

So we will refer to, and are now doing it, referring to these busi-
nesses who have agreed with us to do it individuals who are participat-
ingin the WIN program.Senator MiLum. So that if they have 10 slots available and they
have 20 applicants and they have 10 who are enrolled in the WIN
program, those 10 will get it and the other 10 will not? Is that whatyou are saying?

Secretary HODasow. It does not really work that way, does it? Say

they have 20 applicants. The referrals are made by the employment
service in this circumstance.

Senator Mium. Then you are saying that if the employment serv-
ice has 20 applicants, they will refer 10, and those 10 will be out of the
WIN program?

Mr. Lovna. Yes, sir.
Senator MiLtii. Thank you.

WIN AILA)CATIONS BY STATE

One last question, and here again you can provide this for the record
if you like, Mr. Secretary.

On page 54 of the revised bill, it says that the Secretary of Labor
sthall establish criteria to achieve an equitable apportionment among
the States of federal expenditures for the work incentive program.

I would like to know what apportionment of funds by State under
present law has been provided for the fiscal year ended last June 30,
and what is proposed for the current fiscal year.

Secretary HoDoso.. We will get you data on that.
Senator MILLER. Then, in addition, so we will see what has been

done under present law, for the year just ended and the current year,
what is the apportionment to be proposed under this bill for fiscal 1972.

Secretary HoDOsoN. We can supply you with that kind of data.
Senator MI.LER. Yes, and the cirteriu used in making the

apportionments.
I can see where we might end up with some different criteria for

the new program for fiscal 1972 than tiw criteriat under the present
program.

Will you give us the 3 years, apportonment by the States for the
two, the expected apportionment for the third in fiscal 1972, and the
.criteria? I thinktihat will be helpful.

Secretary HoDosOX. We shall be glad to do it.
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Mr. LOVEL. I think it is important to realize that the criteria used
for the apportionment of funds in the past 2 years have not been just on
the basis of need by the capacity of the State to provide programs. In
future years it will be based on need and the numbers of people in the
welfare population.

Senator Mix.i,:it. Of cou ,se, that word "need" is one over whicl there
are a great many battles waged That is why I think if you could elib-
orate for me--in other word's, I would hope, if yOU give us the criteria
and use the word "need," you would elaborate on that.

Secretary Hoooso'N. We shall give you something specific on that.
(The information follows:)

WORK INCENTIVE PROGRAM AUTHORIZED SLOT LEVELS. BY STATE, FISCAL YEAR 1970 AND 1971-FUNDS LBL-
GATED AS OF JUNE 30. 1970 FOR FISCAL YEAR 1970, BY STATE, NEW FUNDING REQUIREMENTS FOR FISCAL YEAR
1971. BY STATE

Fiscal year 1970 Fiscal year 1971'

Funds New
obligated funding

Slots June 30, 1970 Slots requirement

National to -............................. 116, 744 $78, 779,919 122,265 $78, 467,014

Alabama .......................................
Alaska .. ........ ...........................
Arizona .......................................
Arkansas .......................................
California .....................................
*Conorado ..................ne.. ...-----------'Conncticut ................. _...................
Delaware .......................................
District of Columbia ......................... .
Florida .........................................
G ............. ..........................

Hawaii ........................................
'Idlho ------------------- _ -----.I.-.-----....

Illinois ........................................
Indiana ........................................
Iowa ---------- I -------------------------------
Kansas ........................................
Kentucky ......................................
Louisiana .....................................
Maine .........................................
Maryland ..................................
Massachuaetts .................................
-Micipn .......................................
Minneota ......................................
Mississippi -...................................Missouui.. . . . . . . . . . . . . . . . . . .
M ontana ---------------------------------------
Nebraska .....................................
Nevada ........................................
New Hampshire ...................................
New Jersey ------------------------------------
New Mexico ...........
New York ......................................
North Carolina ----------------------------------
North Dakota ..................................
Ohio ...........................................
,Oklahoma ....................................
Oregon ........................................
Pennsylvania ..................................
Pueto Rico.................................
Rhode Island ...................................
South Carolina ........................
Sout) Dakota ..................................
Tennessee ....................................
Texas ..........................................
U tah -------- -- ----- ------------------------- ---
Vermont .......................................
Virginia ........................................
Virgin Island. .................................
Washi."n .....................................
West Vrginia ..................................
Wisconsin ...................................
wyom.ng.------------------------------------

I, 200 930,748
360 399,336

1,680 1,066,239
950 170,000

16,800 18.299,708
2,600 18,744
1,200 874.187

310 306,497
1,440 ...............
2,640 ...............
1.440 .-- - - - - - -

90 62,047
360 378,783
480 277,324

5,000 658,321
1,000 53,124
1,000 1,224,623

700 357, 000
2,400 3,219,769
1.500 500,000

400 510,644
2,700 ................
3,000 2, 342, 770
6,000 3,531,913
1,200 882,094
400 ................

1,800 2,289,966
410 357,013
480 ...........
100 91,000

........................ ...

3,000 3,647,817
450 310, 000

14,400 9,089,806
1,160 ................

440 344,301
4,600 -. 280-----000

450 280,00
1,350 1,600,490
6,720 2.367, 887
3,500 2, 970, 00

750 1,085,055
300 ...............
480 754, 442

1,900 2,570, 192
1,600 240,000
2,050 1,621,025

315 429,598
1.265 2,246,784

74 63,443
2,400 2 545,401
7,400 5:528,336
2,280 2,107,829

220 175,662

1.400 313,132
360 ................

1,680 - 1,465,295
950 ................

16,800 21,321,588
2,600 1,537,776
1,600 704,881

350 ...............
1,440 2, 221,492
2,920 1,973,370
1,500 1,345,364

90 40,000
360 223,837
480 . - &5,000 3. 086,024

1.000 ................
1,000 100,000
1,030 1,139,428
2,400 ................
1,500 979,879

600 ................
3,000 1,900,292
4,950 3,436,839
6, 000 4,818,032
, 500 849,212
400 ........

1,650 305, 439
410 ................
700 515,957
100 ................

--------....----------------

3,000 864,331
450 460. 843

14,800 16,000,000
800 25,903
300 ........

4, 600 3,55,307
450 362,895

1,800 ................
8,00C 5,348,641
3,500 318,935
750 ................
250 ................
650 ...............

2,400 ........... ...
1,700 1,892,752
2,050 ----------------

600 ---------......
1,800 ................

50 75,000
3,00' 542,599
5,000 ---.. .
2,430 792, 06
135 .........

I Prlknimry es""t.
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CRIi'ERIA FOR WIN ALIA)C'ATIONS FISCAl. YEAR ] ItTO ANI) I .71

1. State's AFI)(' caseload it proportion to national total
2. Size and location of Title V (E(A) program replaced by WIN
3. The State's WIN performance during previous year
4. The State's (ES and welfare) capficity to expand operation.,
5. The State's ability to provide non-federal funds or in-kind services amo1tnting

to '0% of the federal allotment.
6. The State's amount of carry-forward funds from prior Fiscal year.

CRITERIA FOR FAP ALLOCATION FISCAL YEAR 1972

In order to achieve an equitable apportionment of fund. among the States, fac-
tors such as the following will be considered:

1. Estimated number of registrants
2. The level of State incentive allowance payment
3. The percentage of working poor in the State as compared with other

registrants
4. Ability of the State to move forward with the program
5. Size of Work Incentive Program

We do not now have estimates of registrations under the new law by States,
but hope to be able to make such estimates soon. The allocations will also depend
on how well individual States do in expanding their programs in FY 1971, since
State capability is taken into account.

Senator MILLYT. Thank you very much, gentlemen.
The committee will recess until the time that has been set.
(Thereupon, at 1 p.m. the hearing was recessed until Thursday,

August 13,1970, at 10 a.m.)



THE FAMILY ASSISTANCE ACT OF 1970

THURSDAY, AUGUST 13, 1970

I.S. SENATE,
(o. I'rrrr1 ON FITANCE,

lVas/h ira.Ion, D.C.
The committee met, pursuiant to recess, at 10:05 a.m., in room 2221,

New Senate Office Building, Senator Ilerman E. II'amadge presiding.
Present: Senators Long (chainan), Anderson, 'I'almadgze, Mc-

Carthy, Harris, Williams of Delaware, Bennett, Curtis, Miller, and
Hansen.

Senator TALMAtX. Tihe committee will please come to order.
Mr. Secretary, we are happy to have you return again. I have a

few questions at this time, or would you prefer to go first, Senator
Bennett?

Senator BE.NNmr. Well, I will be glad to because I may have to
leave to attend another executive committee meeting.

Senator TALMADGE. You go ahead, I yield to you.

AVAILABILITY OF JOBS

Senator BE.E'r'r. Fine.
Mr. Secretary, when former Secretary Shultz testified before the

Ways and Means Committee, he stated, and I am quoting:
It is not our intent to create Jobs in the public sector especially for the hard

core unemployed as a way of solving manpower rrowleus. We believe that such
Jobs are not a solution to employment problems and represent a failure to face
up to the more difficult task of equipping Individuals to compete for the ever-
increasing number of real Jobs that our economy is producing. We estimate that
there will be 2 million job openings a year in clerical, sales, and operative
occupations.

Would you like to comment on this?

STATEMENT OF HON. TAMES D. HODGSON, SECRETARY OF LABOR,
ACCOMPANIED BY JEROME ROSOW, ASSISTANT SECRETARY FOR
POLICY, EVALUATION, AND RESEARCH; MALCOLM LOVELL,
ASSISTANT SECRETARY FOR MANPOWER; ROBERT .. BROWN,
DEPUTY ASSOCIATE MANPOWER ADMINISTRATOR, U.S. TRAIN-
ING AND EMPLOYMENT SERVICE; AND PAUL E. BARTON,
ASSISTANT TO MR. ROSOW-(Resumed)

-eeretary HoOsoN. Senator, I believe that reflects the basic posi-
tion of our Department. We feel that specially created jobs in the
public sector to deal with welfare cases should be just that, special,
temporary and constantly reviewed to see if they are performing the

(861)
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purpose for which they are intended. We do not bel ieve that we ought
to substitute a welfare job for a welfare check.

The intent of this plan is to move people off of welfare into the
world of real work and in that way accomplish its objectives, and the
mere creation of vast numbers of welfare jobs, so to speak, would not
achieve that.

But we do say that the existence of special work projects, and the
opportunity to us;e these special projects as a halfway house between
the world of welfare and the world of work for a limited number of
people, usually only for a temporary period, can perform a useful
service in speeding that transition from welfare to the world of work.

Senator BF.-Nrr. The quotation uses the figure 2 million, which I
assume to be a rounded estimate. Are there enough jobs to take care
of the normal increase in the work force of people who want to work
and also provide openings for welfare, present welfare recipients or
will the welfare recipients tend to create an unemployment problem
for people who have never been on welfare.

Secretary HoDOsoN. You are talking about a subject, Senator, there
that we believe has a complex of factors. The most important one, of
course, is the state of the economic health of the Nation at the time.
The more vigorous the thrust and advance of our economy, the more
job openings that exist, the more opportunities there are for all cate-
gories of persons including welfare people, people on welfare. So
that would be the single most important element.

There are local circumstances that bear upon your question. There
are pockets of unemployment in this country that have stayed high
right through some very vigorous periods of growth in the overall
national economy. We have a feeling that the provisions that exist
in this bill will assist moving people off of welfare into the world of
work, that there will be in the world of work opportunities for them.
The number and extent of those opportunities will vary with time and
with location. We do not expect to solve the problem all at once, but
we axe going to make gains with it.

NEW JERSEY EXPERIMENT

Senator BzxNNrr. We have been told that the New Jersey experi-
ment sponsored by OEO has shown that family assistance plan recipi-
ents can be helped toward meaningful employment. Do you know or
can you tell the committee what kind or what types of employment
training were offered to these recipients which made them employable?

Secretary HoDGsow. I would like to talk a bit further about that
experiment.

Senator BENwNTr. OK.
Secretary HoDGsow. And what we feel it really means.
We feel that that experiment testifies to the workability of the idea

of providing an incentive, and by providing an incentive we can get
people from the world of welfare into the world of work.

With regard to the specific experiment and the ingredients that
went into it, I would like to ask Assistant Secretary Rosow to com-
ment.

Mr. Rosow. I will make a brief comment.
Senator Bennett, I think the point directly to your question is that

that was a small experiment andit did not include any training com-
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ponent. It was fundamentally an experiment in income maintenance
for the working poor, trying to see whether or not supplemental pay-
ments to them would act as a disincentive to their continuing to work
or an incentive to keep them working. Although the sariple was small,
the findings were generally positive to the effect that if the working
poor were given the incentive to keep working, there was very little
evidence that they quit as a result of getting some supplementation,
and some evidence that they actually worked their way more progres-
sively off of welfare entirely

Senator BEnNErr. I suppose we could assume that men or women
classified as working poor had a certain level of skills which were nec-
essary to get them on the job in the first place.

Mr. Rosow. Yes, sir.
Senator BENNmTr. And so in this experiment you learned nothing

about the type of training that is necessary to be given to the people
who are essentially unemployable, who are welfare-based rather than
already working?

Mr. Rosow. That is right, Senator Bennett. We have obtained a
tremendous amount of information about training through our reg-
ular manpower training programs and through the WIN program
apropos of the heart of your question.

But the New Jersey experiment was not designed to do this.
Senator BENrrr. My next question may be superfluous in view of

Tour latest answer, but can you tell the committee what type of work
incentives were included in the New Jersey experiment?

Secretary HoDsoN. The experiment, as Assistant Secretary Rosow
pointed out, did not involve a training attribute.

Senator BENN'x=r. No.
Secretary HODGOw. So we did not indicate that was one of the major

incentives, or even a significant incentive in these circumstances.
Mr. Rosow. The experiment really attempted to vary the taxation

rate and the payment rate to see whether or not there was a function
here related to the level of incentive. In other words, could they find
some break-even point at which the tax rate was panel and in which
it was more productive to continue work. But there are no positive
answers on those variants.

Secretary HoDvsoN. Senator, I could either at this time give you a
summary of the observations and conclusions of the research or I
could give you that for the record if you wish.

Senator BENNmr. I wish you would.
Secretary HODOSON. For the record or provide it now?
Senator 1EN.-;-r. Yes, for the record will be fine.
Secretary HODOSON. All right, fine.
(The information requested follows:)

THE NEW JERSEY EXPERIMENT

The incom. maintenance experiment in New Jersey is an OEO funded test
program operated by the Institute for Research on Poverty. The study involves
700 families over a three-year period. The families report monthly on the amount
of earned income they receive after which a subsidy Is granted which brings
their resources up to the minimum level deemed adequate to meet family needs.
Preiiminary results, based on 6 months of operation, are encouraging. The re-
searchers noted the following:

1. The earned income of these families appear to rise and fall to the same ex-
,tent they did prior to the Inception of the cash benefits program.
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2. Incentives are particularly crucial for the "working poor," those for whom
the Administration's Family Assistance Plan Is particularly relevant.

3. Additional cash benefits for these families seem to result in the same actions
as for non-welfare families. That is, they spend a little more on everything, gen-
erally eat and live better, and spend with about the same mixture of wisdom and
foolishness as everyone else. Cash benefits seem to stabilize their budget and
make it easier for them to use legitimate credit channels.

4. Families are very mobile within the same community-they rarely make
long distance moves back to low cost areas.

5. Only five percent of the families had so much trouble with the required
lsiper work in the experiment that they could not cope at all.

6. The rural projects had some difficulty in defining and handling "farm"
Income for the self-employed farmer (they are using cash receipts and expenses
reported monthly with year-end reports on non-cash expenses, ignoring gardens
and home produced livestock as income producing assets). Excluded assets in
both urban and rural projects include personal effects (household goods, jewelry,
automobiles, etc.), $20,000 of business capital, $10,000 for an owner occupied
home, $1,000 in cash or bank accounts and $5,000 of the value of insurance
policles-10 per(ent of any excess value is considered income.

The researchers recommended that in an income maintenance program such as
FAP, in order to avoid probleins, careful attention should be given to the follow-
ing areas:

1. Definition and treatment of assets.
2. Frequency of payments.
3 Degnition of family unit.
4. Definition of farm income.
5. Inequity between home owners and renters in handling of income credit.

MANPOWER TILINING PROGRAMS

Senator BE.NNErr. Mr. Secretary, you state on page 14 that:
Our capability for using the manpower program to move welfare recipients

from welfare rolls to payrolls is considerably larger than just the WIN program.
For example, in fiscal year 1969, about 200,000 welfare recipients were trained

in our programs, of which only about a third received training in the WIN
program Itself.

Do you know how mny AF)C recipients were trained in other
Labor Department manpower programs?'

Secretary HODOSON. There were a number of them.
For instance, in tie JOBS program, the program run by the Na-

tional Alliance of Busilessmen, where disadvantaged people are re-
ferred to private industry, there are a number there, and there are a
number in various other programs.

The total number is 200,000, of which 80,000 were WIN. That means
120,000 in the other manpower programs. That is for the year 1969.

Senator BENNErr. Are there any one or two of those other programs
that are sufficiently significant so that they should be identified?

Mr. Lo' LL. I think the JOBS program has proved very useful in
this regard, although only about 10 percent of the jobs-enrollees have
been on welfare. But the success of that has been noticeable.

The Manpower Development and Training Act, institutional pro-
gram has had about 17 percent welfare people.

Senator BENNE-fT. Thank you.
Secretary HoDGsox. Senator, I would like to add, there are a num-

ber of private sector progTams that have been undertaken, including
some that I participated in before coming with tha Government, that
showed that with additional attention, additional training, that this
could be done, could be done effectively, and could be done with con-
siderable cost effectiveness.



805

Senator BENNErrr. The Committee for Economic Development states
in its recent report on training and jobs for the urban poor that what
is needed is "an interated program for a full range of manpower
development services.

It further stated, and again I quote:
Despite the proliferation of manpower programs in recent -,ears, there are

no existing institutions designed to provide such a range of services. A few of
the large private corporations come closest in that they couple training and
support services with jobs. We, therefore, suggest experimentation with a new
type of public or nonprofit corporation which would undertake to provide train-
ing and jobs for marginal hard core workers.

I would appreciate your comments on this idea of a corporation,
quasi-public or nonprofit, which would undertake to provide or super-
vise a wide range of training programs and training systems.

Secretary HoDxsox. Well, I would start by alluding to something
in the earlier portion of that quote, that there does not exist a com-
bination of services and functions, that manpower programs have
indeed proliferated and left gaps between them, and have been struc-
tured so that the full package of functions is often not performed.

We would agree with that analysis and one of the reasons why
we have come forward with our proposed Manpower Training Act,
would be to decategorize the existing structure of the manpower pro-
grams so that we could package the kinds of services that ,re needed
for the respective localities in this country.

So we are in agreement that a total complement of services, of
which training would only be one, is a sound approach to the idea of
moving people out of the disadvantaged or welfare category into the
traditional working world.

However, the form which is suggested in the OEO statement is
not necessarily the only or even the best answer.

We feel that FAP, for instance, will provide in effect the kind of
services we are talking about but do it without the existence of this
nonprofit corporation.

Senator BExEzrr. What other types of services would you include
in that package?

Secretary HoDGsoN. Well, there needs to be counseling, job develop-
ment, recruiting, referral agencies that can handle special problems
for people whohave special problems. These kinds of services in total
go to make up the necessary erviccs that will provide the employa-
bility teams who will be developing employability or career plans for
the individuals who will be registering with the Employment Service
at that time.

It is this series or sequence of services that the teams, preparing
career plans for individuals, will put together and apply to those
individuals on a case-by-case basis.

Senator BENNETr. o I understand then that you consider that
taking FAP as an area, the people who would be covered by FAP as
a group or unit, that this kind of service or combination of services
should be put together for them rather than that they should find
themselves being trained in an existing program over here or using an
existing prom somewhere else. You would conceive of a special but
separate and distinct or anization set up to serve FAP.

Secretary HoDsoN;. No. What we would do is stay with what we
have available in terms of manpower structure and legislative at the

44-527-70--pt. 2- 31
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time FAP passes, and apl)ly that to the needs of the FAIP community.
If we are able to get the enactment of a Manpower Training Act, tile
flexibility that we have at the present time will be increased, providing
an additional advantage.

We feel we can make gains even with the categorization that exists
at the present time. We could improve that somewhat if we could
take greater amount of local differences an.d structure programs oil
more of a tailor made basis than we are able to do at, present. But,
we do not envision a whole new program jettisoning all these existing
concepts.

Senator BlmN--rr. Then let me try again.
It would be your thought. then that the organization of FAP would

reach out aid minake use of these various programs that may be present
in a given locality'!

Stretary HoDc, so. Unquestionably.
Senator BIENNEr. But they would have the responsibility for the

selection of the program and the referral of the FAP beneficiaries?
Secretary HoDsoN. That would be one of the responsibilities of

these employability teams that will be developing career plans for
the FAP recipients.

Senator BEN Err. Thank you very much, Mr. Chairmrn. I have no
other questions.

Senator A.NDERSO.. Senator Talmadge?

TALMADGE AMEND3MENTS TO IMPROVE WIN PROGRAM

Senator TALMADGE. Mr. Secretary, one of the provisions of m
amendment I have proposed to improve the work incentive program
would require at least 15 percent of the persons registered under the
bill in any 1 year be provided work and training. My amendment
would not require persons emnployed full-time to register for training
since I do not see why we should want to take someone out of e-
ployment and train him so he can be employed.

Do you feel it is too much to require that at least 10 percent of
the registrants be provided training?

Secretary HoDGsoN. We like to keep our basic concept intact and
not make any determination in advance as to percentages by year or
flat numbers by area. We do not believe that it is particularly helpful
to the problem to have these percentages preestablished.

In fact, in our experience, when this occurs they frequently become
something to work around rather than to work vith.

Senator TALMADGF. The reason for my proposal is that only about
one out of every 40 persons under the work incentive program received
any training. So it would seem to me that we should materially
strengthen that provision, Mr. Secretary.

Secretary HorosoNK. I would like to have Assistant Secr..tary Rosow
comment on that.

Mr. Rosow. Senator Talmadge, I think your question gets to the
heart of the problem today with the WIN program and iF' concerned,
in fact, with the conditionin which we are not obtaining a large num-
ber of referrals from the welfare rolls to training. Your proposal for
15 percent is certainly modest, but we feel that with the mandatory
registration requirement, will, in fact, achieve your objective because
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at the present time there is this uneven flow, where the welfare depart-
ment has to refer people to Labor, and if they do not show up, there
is verv little that we can do about it.

Undaer the new bill, under family assistance, they would all be
registered in advance before they received their first family assistance
check, and we would have, I would think a higher percentage than
15 percent available for training referrals in the first year of the
program.

Senator TLMADGFE. The Auerbach study of the work incentive pro-
grain was critical of the lack of job development under the work in-
centive program. The amendments I have introduced attack this
problem in two ways:

First, it provides a strong incentive for private employers to pro-
vide on-the-job training and employment of welfare recipients
through a tax credit approach.

Second, it streamlines the funded provisions for public service em-
ployment and requires that at least 40 )ercent of the funds used under
the work incentive program be either on-the-job training or public
service employment.

During the past 2 years, this percentage has been more like 2 percent.
Do you believe your department is capable of expanding on-the-job

training in public service employment as )rovided by my amendment
so that it will represent 40 percent of the funds spent under the work
incentive program?

Secretary Hotoso. Well, we consider that there. is considerable
merit to the idea of financial incentives to employers to tighten hiring
and retention. However, the percentage figure that you mentioned may
seem reasonable as a general idea or concept, but in application, as time
changes and as areas have different I)roblems, may not prove to be so.
So it is not so much the concept here as the fact. of a specific percentage
again that we would be concerned about. I would like again to have
this answer amplified by Assistant Secretary Rosow.

Mr. Rosow. Well, with respect to the tax incentive, Senator Tal-
madge, we think the basic idea of incentives to hire and train with the
assumption that trainees will be employed, which is what we are all
after, rather than just make work arrangements, is very appealing
from the standpoint of simplifying the Government-employer relation-
ship. We are doing this now, of course. in the NAII-JOBS program,
but through a contract arrangement rather than through a tax in-
centive.

As you know, the administration has contemplated the possibility of
a tax incentive experiment. When I)r. Burns was still advising the
President, this was one of the projects which was being considered by
his office, Treasury, and the Labor Department.

That program did not get off the ground, primarily because it. was
felt it would be quite costly. It was estimated that in order to run a
pilot test we need in excess of $50 million funding to run an adequate
test to see whether or not the incentives could be built in without be-
coming a tax loophole for some employers to exploit the program
rather than to achieve the objective that you have in mind.

Senator TALMADG.. I think you must have severe restrictions on it
and I attempted to write those restrictions in my amendment, limited
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to whether an employee would have to work for 12 months before lie
would claim an, credit.

Mr. Rosow. Yes, sir'.
Senator TALMADGE.. The President. recommended this in his com-

paign, as you know, 2 years ago, and I know since that time that he has
apparently abandoned it. But some of us on this committee have felt
for a long period of time that the jobs are in the private sector and that
we must have some working partnership between the Government and
the private sector to train these people on a real job and not a theoreti-
cal or an imaginary job. I think we have got to get to the heart of the
problem in that way, really.

Secretary HorosoN. We agree with those concepts. Four out of five
jobs in the country are in the private sector. We have to find ways to
relate our program to the private sector. The JOBS programs did
a good job of that, but it still has a disadvantage that your suggestion
does not have; it did require special contracts with the layering on
of bureaucracy that those things always involve. I understand there
is a very attractive feature to the concept of a tax incentive for train-
ing that gets around that and that is one thing we have to weigh. It
not only simplifies administration, it provides a really direct incentive
for the employer.

We have to watch that when we get into it to see what the actual
operation of this program may be. Will it merely mean that the em-
plover will start to get rewarded for training that he has already
been doing at his own expense., that this would now become a Govern-
ment expense, that is one of the things we have to concern ourselves
about. Second, we have to make sure that it will actually increase or
improve the amount of training that exists. There is always the
problem of determining what actually is training unless there is
some sort of control over what the ingredients of those being trained
are receiving.

So there are some real administrative hard operational problems
that have to be resolved under your concept.

So that is the reason that we would like to see. a pilot programs
tried in this area to see what can be done under such programs. But
we do not think we are in a place yet to say it should be the sole or
controlling approach.

Senator TALMADGE. I wish you would take a hard look at that ap-
proach. Of course, as you know, a business man is not going to hire
an individual who is so nonproductive that he cannot earn his wages.
He wants him not only to earn his wages but hopefully make a profit
for the employer, and it would seem to me that it would be far less
costly for the Government in the long run to subsidize someone for
training in work rather than to subsidize him to sit down and remain
idle and breed some more children and have the Government subsidize
them in perpetuity.

We need to make productive citizens out of them so they will be
taxpayers instead of welfare recipients, and I think doing that ulti-
mately will require a partnership between the private sector and
government. Take these people who are on welfare, put them in a job
that is in being, and then when they become proficient, they will be
more satisfied citizens who earn wages and pay taxes.

Secretary HoDosoiN. Unquestional)ly, part of building the bridge be-
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tween the world of welfare for these people and the world of work will'
be to provide ince.itives for employers to hire. So the basic concept
which "ou have in mind here is one that is intriguing to us and we
would like to attempt some pilot activity in connection with it.

Senator TALMAIDE. Now, one of the major recommendations of tlie
Auerbach Corp. was more liaison at the local level between the WIN
manpower agency and the welfare agency. The Auerbach relprt stated
on page 213 of the committee print, and I quote:

Improved coordination and cooperation between welfare and manpower agen-
cies on all levels are crucial to the suemss of WIN. An intra-agency task force
on WIN is already functioning on the federal level, and a similar effort Couhl be
even more useful In local projects where training sessions could involve line
staff from both welfare agency, case workers and the manpower agency WIN
team illemlhrs.
The aim of such training would be to Insure that each agency fully understands

the other's role in WIN and the problems hindering the successful operation.
Improved liaison Is also Important for the timing and coordination of the referral
enrollment process, so that services will be available when enrollees need them.

Improved local communication could lead to a better coordinated program in
which referrals were thmed to coincide with the actual program openings, thus
avoiding lengthy holding periods.

Another by-product of such timing would be more viable child care arrange-
ments since they could be put together just prior to the mothers' actual program
participation and not weeks or months iL advance on the expectation of future
enrollment. Although difficult, it Is important for welfare case workers to remain
Involved In the employability planning process after referral and enrollment of
clients.

As a part of improving interagency liaison, ease workers should be available to
the teams on an Informal basis as a resource.

Do you not think the amendment I have proposed would help in
eliminating this problem, Mr. Secretary.

Secretary IlorXSON. Well, it certainly would. Wc are certainly in
agreement with many of the objectives embodied in your amendments,
and we will be happy to work with you and the committee to see how
niany of the FAP changes we have aIready made meet the objectives of
your amendment.

One of the most. helpful and, I think, useful parts of the Auerbach
report was this stress on better liaison, and because of this, at least as a
partial reason because of this, we asenibled a team of joint IIEW-

abor people and, as we mentioned, we sent them to the States that
were having the most trouble in this regard. 'We cleared out a lot of
bureaucratic underbrush and we have made sonie great improvements
as a result of this.

From this learning experience then, we made changes in FAI) itself,
and the idea of having joint regulations and joint committees to assure
consistency of forms and reports and joint Department of Labor and
Welfare operational agency plans and employability plans, some of
these things are implicit already in the improvements that we have
made.

We think that FAP will really clarify this Labor-HEW role. For
example, under FAP there is really no discretion on who is going to
be referred. That always has been one of the big problems in WIN;
the people that the Labor Department would have available for
referral.

Supportive services are required from welfare agencies now.
However, important areas of coordination still exist and we would

expect it would be desirable, if we can do it jointly, to strengthen FAP
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further to require cooperative action wvith respect to regulations, anid
toop .rational planning such as you suggested.

This is especially Iml)ortant, we feel, in the area of child care ani
training.

Senator TAI..XIE. Th e Auerbcli repI)ort stated that, in nearly all t le
States, when on-the-job training- Was nonexistent in spite ot its ad-
vantages, individualized training and guaranteed placement was gen-
erally unfavorable in other manipower programs, and the )lu(lget
figures bear this out.

You used only a small portion of the funds appropriated in fiscal
year, 1901) and 197() and, in fact, in the 2 years combined, the funds
used for on-the-job training have rel)resented only about 1 percent
of the total apl)rol)riations of the WIN program.

It, seems to me that we must offer eml)loyers an incentive to )arti(i-
pate in on-the-jo) training programs and hire WIN employees, and I
have included in my amendment a tax credit as an ineentiv'e.

You have commented that you think it ought to be tried. I think that
it would offer a wonderful ol)l)ortunitv to expand job opportunities in
the )rivate market for welfare recil)iePts. T)o you not share that view .

Secretary ItoDoso-. Well, we think that oi4he-job training, both
with and without the tax incentive feature, is something that is de-
siral)le to be exl)anded. So we are ooing to suggest in addition to this

pilot use of the tax incentive idea, sone other approaches to the l)rot)-
ea such as requirements that WIN aind the JOBS program be inte-

grated so that the National Alliance of Businessmen's program can be
a vehicle for opening on-the-job training for FA13 recipients and thus
combine these features that you talk about, jobs in the private sector.
c(lperation with the private sector, utilization of the l)rivate sector
to assist in moving people from the role of disadvantaged or their wei-
fare status.

We also think that a special on-the-job training funding provision
in FAP would irovi(le the automatic source of these funds. A section
would 1)rovide that HEW would -transfer the amount of family as-
sistance )lan funds saved as the aniount of on-the-job training pro-
gram for additional on-the-job training.

We are also in favor of changing r the Vi N special project language
)rOl)osed now in FAP so as to eliminate the barriers we have talked

about previously; barriers that have existed in implementing these
projects under WIN.

So we agree coml)letely that the FAP program has to have a strong
on-the-job training and sl)ecial work lrojeet conl)onent and that there
is the need for this coordination between the Government as it moves
people oit of welfare into rea , jobs in the private sector.

Senator ALMADH. My amendment is designed to h)ring into being
a )rogrant that Congress has al))rolriated funds for but your Del)art-
ment has not used these funds.

In fiscal year 1969, Congress provided $22 million for on-the-job
training and your Department, used $800,000. In fiscal year 1970, the
Congress )rovided $13 million and your )el)artment used q6()0,000,
or less than the previous year.

It look like the Department is going backward from what. the Con-
gress had hoped the De)artment would do.

Secretary HorOSON.. Well, it really has not in this sense, Senator.
What you have described there is a special slot or chara.-terization
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that is under legislation called on-the-job training. But what we have
to realize is that. the big training activity we have going in the. De-
[)artlnent, the JOBS program, is on-the-job training and that we
have expanded that mightily, and so do not look at what one line says
about our treatment of on-the-job training.

W e think on-the-job training is great. I e have iml)roved it with the
emphasis we have given under the JOBS program, and we probably
can and should expand the traditional O.JT that you have described
and we have some. intention of doing so.

But I want to emphasize that on-the-job training is the central
thrust of the whole JOBS program.

Senator TALMAIXE. Mr. Secretary, in your report on page 46 of the
committee l)rint, you recite the problenis associated with keeping an
enrolled individual waiting while you atteml)t to arrange a job train-
ing opportunity for him.

Under my amendment, close coordination between the welf ire and
employment, agencies on the local level would be required, so that pro-
vision of supportive services and referral for training would not begin
until the individual actually had begun training.

Would you support a pixoposition of that kind?
Secretary HoDxsoN. Well, we have some provisions in the FAP

section that deals with WIN-type training that hits at that problem.
I will let. Assistant Secretary Lovell respond to it. specifically.
Mr. LOVFLr. Actually, one of the problems under WIN was the re-

ferral by Welfare at a time when Welfare thought it was appropriate.
Under family assistance, all these people will be registered and they
Will be called on by the Department of Labor to commence their train-
ing or take a job when the facilities and when the Department of
Labor would be in a position to deal effectively with them.

So there would not be the problem of joint determination between
Labor and HEW under the family assistance plan.

Secretary Honoso-x-. I wculd like to add one observation to that.
The holding period that you described was primarily what might be

called startup condition. You have a new program or startup condi-
tion and you come down, with experience in the program you come
down the learning curve and improve your administration of it.

In the early part of thi; program the intake phase had a holding
rate of 20 to 15. It is now down to 8.4 percent, as of April of this year,
which is the last figure we have, so I think we are licking that problem
through administrative action.

Senator TAvi %rI AE. Mr. Secretary, the Department of Health, Edu-
cation, and Welfare has testified that about 50,000 members of the
Armed Services would be eligible for welfare under the bill pending
before us. The military pay raise, if and when it becomes law, would
reduce this number, but the lowest rate of basic pay for a private first
class would still be less than $3,800 a year. They would be required to
register for work and training.

What kinds of placement and training opportunities do you intend
to make for these military personnel?

Secretary HoDXso . I think this is one of the anomalies, the pa
rates in the military services you have just cited, Senator, and I think
the question elequenrtly answers itself.
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Senator TAL.m,\r. I have one final question, Mr. Secretary. I do
not know whether this is in your province or not. It may be one that
should be directed to the I)epartment of Health, Education, and Wel-
fare and as a matter of fact, I did interrogate Secretary Richardson
regarding it. I asked Secretary Richardson .about the provision of the
rewritten bill requiring each State to l)rovide birth control informa-
tion as one of the social services provided under the bill.

My recollection is that the law now requires it, but the pending bill
would make it merely optional.

I)o you not think that in order to get at the real problem of welfare
and aid to dependent children, it is absolutely imperative that we
strengthen birth control measures rather than relax them I

Secretary HowXso.N. Senator, the world of work and the movement of
people from welfare to the world of work is one on which we feel
reasonably qualified to comment, but this one is a far cry from that
world. Perhaps you had more properly originally directed your ques-
tion in the right direction. I do not really feel that the Lal)r )epart-
mnent, even euphemistically, ought to respond to that one. [Laughter.]

Senator TALXMAkDcE. Thank you, Mr. Secretary.
Thank you, Mr. Chairman.
Senator ANDERSO-N. Senator Harris?
Senator HARRIs. Thank you, Mr. Chairman.
Mar. Secretary, I would like to follow up some of the questions that

have been pursued before in this committee with particular regard
to Senator Talmadge's amendment to this bill.

PROVIDING JOBS FOR WELFA.E RECIPIENTS

Where do you visualize we could add what I understand to be from
one and one-quarter to three million people, 60 percent of them in
rural areas, to the work force? What kind of jobs do you visualize that
they would get?

Secretary HoDcxsoN. They would get the kind of jobs that those of
us who work in the job world usually call entry jobs, that is jobs that
are ways of gettin into the world of work and traditionally have been
ways of entering the world of work. They are strong in service, clerical
and trade occupations. They are, not in high skilled level jobs or jobs
requiring extensive advance educational preparation. But they are
jobs that have been used in such programs as the placements under
the WIN program, placements under the JOBS program, and others
of the kind of programs that we have had some experience with.

So we would have to bodily characterize them as the entry level
jobs in those. spectrums of employment that exist. pretty much through-
out the Nation.

I would not really want to say that they are the one particular
industry vis-a-vis another. There are many different industries that
provide these kinds of jobs.

Senator HuAus. Well, let's take this kind of a situation: Adair
County, Okla., eastern Oklahoma, 1 would say is probably one of the
10 poorest counties in America, and the typical fellow you are going
to be covering and wanting to get into work quite likely is a man
who is underemployed now, who is working at whatever jobs he can
find, which are bean sacking or some kind of seasonal type work such
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as that. What. sort of 3'ob do you figure that. you are going to be able
to provide for that kind of man ?

Secretary ILoDOsoN. The lower the level and the narrower the num-
her of jobs that are available in any area will increase obviously the
difficulty in effecting early placement or quick placement of these
people.

It will be necessary in each of these circumstances, whether rnral,
urban, suburban or w whatever, to analyze the labor market in that area
and to emphasize what opportunities do exist, aitd place your attention
on those rather than-

Senator HARms. But no present opportunities exist, when these are,
by and large, people who are of lower skills and of educational attain-
ment, and that is one of the reasons why they are in this lower income
bracket.

We understand that there are fewer jobs now in the country pri-
vately than there were earlier. But where is the opportunity for that
fellow? Unless you go along with something like the O'Hara bill or
the Nelson bill or the Talmadge amendment or something like that,
where are we going to find Jobs for these people ?

Secretary Hoosow. 'Well , as we said earlier, Senator, the economic
health of the Nation as a whole, of the respective sectors of the Nation
will be a very major determinant in the effectiveness with which we
move people, especially with rapidity, from welfare to the world of
work.

Senator HARRIS. What do you expect the present 5 percent unem-
ployment rate to do in the future?

Secretary HoDGsoN. What we are experiencing now is a start in pick-
up of productivity or in production. The second quarter of this year
was slightly higher than the first quarter. We think the third quarter
will be higher than the second, and the fourth above that, so we ex-
pect a pickup in production.

Traditionally, unemployment lags a little bit behind the pickup in
production as you know, with our experience in previous periods of
economic slowdown, but we feel this present level of unemployment
will probably vary, as it has done in the last 2 or 3 months,
slightly up or slightly down. I would not say it is at the maximum at
the present time. In fact, it may go up a little bit over what it is at
the present time. How much is a little it I do not know, but I would
not expect that we would have a pickup of unemployment into, or a
lowering of unemployment quite as rapidly as production picks up
just on historical experience.

But I would feet the fourth quarter we would have some distinct
inivrovement.

Senator HARRIS. Yo4 think that by the fourth quarter the 5 per-
cent unemployment rate would come, is that what you are say ing?

Secretary HoDsoz. Yes.
Now of course this bill, even as contemplated at the present time,

does not have an effective date until July 1,1971.
Senator HARm. Well. of course you know that is no answer for the

fellow who is out Of a J0.
I think we ought to ke doing for him right away.
But I take it that you are not for any kind of job creation, for the
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subsidization of private industry for additional jobs or for subsidiza-
tion of local or State or other public 'jobs.

Secretary Hoso.,. I think you generally have assessed our position.
But. specifically, we have said there are circumstances where we

feel that special work projects can be created that would be usfill
and helpful. The characterization that we giv" to these is, No. 1,
that they be special; No. 2, that they be temporary and constantly
checked on to see that they are accomplishing what they are intended
to accomplish, and that they can be helpful in strategic situations
in moving people from welfare to work. But we do not think, as a
broadly applicable concept, that we would want to use the approach
that has been sometimes characterized as having a welfare jOB rather
than a welfare check.

Senator HAMuS. Well I would not want to do that either. But I
would rather we would be realistic about the opportunities for work
and try to expand those opportunities if we could, because I do not
see how you are going to put that fellow to work over in eastern Okla-
homa under your bill. I guess people are going to go home andl say
we are going to put all these welfare people to work as a result of
this bill, but I have my doubts.

Secretary HoDGsoN. Well, we are not saying that, Senator.
Senator HARms. No, that is right.
I mean we are saying, that is what the public thinks.
Secretary HoDnsoN. Not that everybody is going to worc under our

bill. We are saying we are going to speed this process. We are going
to provide the opportunities, and to the extent the opportunity exists,
we are going to reinforce the ability to work by providing training,
by having employment development teams in the employment service
and in all the other mechanisms we have outlined for tlis committee.
But this is not a 100-percent overnight remedy, and we would be remiss
if we offered it to the American public on that basis.

Senator HARRIS. Right. You are going to try to get them to the
opportunity, but not particularly expand the opportunity for work
which now exists?

Secretary HoDJsoN. Well, we have to think that the private sector
itself traditionally has been the place where that expansion has
occurred and that is the place where we think in the future it will
occur.

Senator HARRIS. But is it not true that the public service type jobs
are the ones that gre expanding most rapidly generally, and is it not,
true that we have personnel shortages in such fields as education and
health and police work and rebuilding of cities and so forth, and
would that not be a proper use of the public resources? At the same
time people would be doing useful work and would be building toward
long-range careers.

Secretary HorosoN. Well, some of these things you described are al-
ready being undertaken in our public service careers program; for
instance, the increase in expenditure in vocational training by HEW
in the medical field, that you have made reference to. So there is no
question but whft, particularly in the State and local world of em-
ployment, there has been a considerable expansion in the past couple
of decades, and it remains a market for employment.
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But there are a lot of other areas that do, too. The service sector
has expanded rapidly. The construction sector looks to us to be an
enormous area for expansion in the next 10 years.

So we think that there will be some expansion in this, particularly
State and local public sector, but there will be enornmous private ex-
pansion, too.

Senator HARIS. Do you think you can put these people to work
without reducing even prevailing wages in fields where the minimum
wage does not apply ?

Secretary HoDUsoN. We do not believe that the effect of FAP on
wages is going to be substantial either way. There are some who feel
that it might depress wages. There are others who feel that the
level of support suggested in the bill may increase wages, raise the level.
We do not really think that is the way the wage system in this country
works and it will not be affected very much.

WORKING POOR

Senator HAmis. How do you envision using the work requirement
with respect to those who are already fully employed?

Secretary HoDosoN. Maybe 1 do not understand your question.
Senator HARRIS. Suppose a fellow is fully employed but. still
Secretary HoDGsoN. He is a member of the working poor and not

covered by this bill.
Senator HARRIS. But would lie be covered by your bill?
Secretary HODOSON. There is no work requirement for the work-

ing poor.*
Senator HARRIS. What about the training and so forth, would he

be. required to train for a better job or will he have an opportunity
to do that '-

Secretary HoDxso.N. We are going to provide, 75,000 upgrading
training opportunities in the first year for members of the working
poor who would profit by that, but it is not a mandatory requirement.

Senator HARRs. So a person who is already working, but a mem-
ber of the working poor, would not be required to go into some
other kind of job or training; is that correct.

Secretary HoDosox. We certainly do not expect to take him off of his
existing job and ask him to undertake training in order that he get
another one. That is not our intent.

Mr. Rosow. I might supplement there, Senator Harris, by pointing
out that our data show that about 50 percent of the working poor
change jobs during the year, and we would hope to intervene at the
point when they are not employed. By virtue of the fact they are
registered, we would have much more access to them.

Then there is also the possibility that we could refer them to better
jobs that might be available since we would have access to their prior
employment history and so forth.

But our training intervention would be when they are not employed,
during periods of unemployment.

Senator HARRIS. That is all I have, Mr. Chairman.
Senator ANDERSON. Senator Curtis?

*See further Labor Department testimony nddresed to this point on page 805f.
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INSTITUTIONAL TRAINING

Senator Cuwris. Mr. Secretary, the term "institutional training" has
been used. I want to be sure I understand what that is.

Secretary HoDOSON. It is not, as it might sound, training in a prison
or something like that. It is a type of training that is done on the site
of an institution that is established for training purposes rather than
on the job, and on an employer's site.

Senator CURTIS. Then does it mean schools?
,Scretary Horosow. Primarily schools.
Now, there are special training centers that have been set, up that

are not called schools; they are called industrialization training cen-
ters, skill centers.

Senator CuTis. Who runs those?
Secretary HoncsoN. They are run by various different local action

agencies, school systems of'the counties and cities of the country, but
they aire not necessarily existing public schools. They are special
schools that have been set up for this purpose.

Senator CunTis. Do you utilize any existing schools?
Secretary HoDsoN. Yes, many.
Senator CURTIs. What type?
Mr. LovTLr,. 'Well, vocational schools and junior colleges. 'We puir-

chase training capacity from existing high schools during the time the
schools.4re-.ot beina utilized, and private schools as well.

Senator CUwris. Do you have any idea about how many existing
schools you have used?

Mr. OAJVELL. I would say there is not a major area of the country
where some form of the public education system is not being utilized
under our manpower programs. Certainly no large outstanding metro-
politan areas.

Senator CURTIS. What kind of a financial arrangement do you have
with them?

Mr. LovEu .. There is a contract from the Department of Labor to
the institution calling for the training of certain numbers of )eople
in-certain approved skills.

Senator COurris. How long do you send them to school?
Mr. LOvEIL. It depends on the needs of the individual; up to a year.
Senator CtirTrs. Up to a year?
Secretary HoDosoN.. Senator, we might, respond to your earlier

question about the number of schools a little more specifically.
Ten thousand public and private schools in round figures are

utilized in institutional training.
Senator Cuwria. How many have you trained in institutional

training?
Mr. LoVELL. Over the years, probably a m'.llion. That is a rough

figure.,
Senator Cuirs. That is over how many years?
Mr. LOVELT, Since 1963.
SecretarT Homoow. This type of training was given a great boost

by the Manpower Development and Training Act in the early 1960's,
as you can imagine.

Senator C s. That act did not deal primarily with the poverty
question, did it?
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Mr. LovErs. Not originally, although about 70 percent of the train-
ing under the act today is or people who meet poverty criteria.

Senator CURTIS. What kind of a financial arrangement do you make
with a local or regional or State vocational school

Mr. LovzL. Under the Manpower Development and Training Act,
under most of the manpower training programs, it is a contract for
a year or sometimes just to perform certain services to train X num-
ber of people in Y skills, so it may last over a, year, in fact, but-

Senator Cuwrxs. What does that cost per pupil per year, about?
Mr. LovF.LL. Well, the average cost of the training is about $1,000,

and the individual trainee also gets an allowance, so it is about $2,000
per person trained.

Senator CuRTis. And a million have received training in institu-
tional-

Mr. LovEmI. I would like to give you an accurate figure for the rec-
6rd, Senator, but I do not think that figure is too far off.

(The material follows:)
Since the MDTA program became operational in August, 1962, a total of

1,425.400 persons have enrolled in both institutional and on-the-job training
(total includes 1970 preliminary figures).

In institutional training programs alone, a total of 968.400 persons enrolled
during fiscal years 196a-1970. Of the total enrolled, 626,700 have so far com-
pleted the training.

Senator CuRTIs. Let's see, that would be over a period of about 8
years?

Mr. Love. Yes, sir.
Senator Cuwris. Has it been about the same number every year or has

there been a peak?
Mr. LOV TLL. No, I think formal institutional training leveled off

about 3 years ago and has bee. fairly level since that time.
Senator Cuirns. You say the payment to the school runs around

$1,000 per pupil per year. Ilow much (lid you say the allowance to the
trainee was?

Mr. LovEIL. The allowance to the trainee is about the same amount.
Secretary HoDOsoN. This varies remarkably.
Senator CURTIS. And he is required to pay his own room and board

out of that I
Mr. LovzxL. That is money given to him for that purpose.
Senator Currs. Yes.
Secretary HomxsoN. And transportation.
Senator Cuxris. And no one else pays it, the Federal Government

does not pay it?
Mr. LOVELL. No; that is right.
Senator CuRTIs. Does the Labor Department operate any training

programs of its own?
Mr. LovEu. No. We contract for it. We do not operate it ourselves

directly.
Senator Cirris. But these contracts have been in some instances with

schools and individuals who were not already existing, operating in the
training program; is that right?

Mr. Lo-vzc 1. Some of them are new institutions. Most of the contracts
are with existing institutions.

Senator CuRTIs. Now, the new institutions, primarily what do they
train for, mechanical work?
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Mr. IAlLvA.. It would vary with the area in which they are located.
No money is given to an institution to perform training that has not

been approved, and in order to be al)l)roved by the I)epartment of
Labor, it has to be for skills which are in demand in that area.

SOME FAILURE$ OF TIIE WIN PROGRAM

Senator ('uwris. Returning to something I asked about the other day,
we were talking about the job bank. I agree that that is an important
instrument in getting jobs and getting information to the people as to
where the jobs are available. The job bank does not necessarily assist
the training program, does it, other than it, by determining what is
needed, what skills are needed I

Secretary ]HoosorN. It is a hel l ) in that way all right. But you are
right. The job bank is part of one of the ser-ices that the U:S. Em-
poyment Service operates. So that it is not essentially a training de-
vice or a mechanism for training. It, is in the labor market.

Senator Curris. Its value is in bringing the employer and employee
together V

Secretary, HoDOsoN. That is right, and together speedily.
Senator Cwrim. Since we discussed that the ot', r day, the staff has

checked into the situation at Baltimorm because that is where you have
a job bank and from the area in which it is able to make a contribu-
tion, it no doubt has. But here are some figures that the staff have
come up with in reference to the WIN program in Baltimore. It
started about 2 years ago and the statistics are available through April
of this year.

As to those terminating from WIN programs, it is as follows:
In jobs at graduation, 288, and the average wage was $1.95 for the

State, but the dropouts for 424. The staff further informs me that.
1,673 people are currently in the WIN Baltimore training program,
but almost 600 of these, of those, are awaiting actual training. Three
hundred and twenty-three of the Baltimore trainees are employed in
a trial work period, but only seven people are, in on-the-job training.
No people are on special work projects, and the. other participants are
in institutional training of various types.

Thus Baltimore sems to be fairly typical of the problem we are hav-
ing with the WIN program.

Now, I might call your attention to this blue book, page 34-no, it
begins on 33. This table would indicate that from October to December
in 1969 there were 1,900 families added to the AFDC rolls in Mary-
land, and no cases closed because of participation in WIN.

Do you have any comment on that?
Secretary HowosoN. Well, the principal comment I have
Senator CzRTms. On the Maryland situation.
Secretary HojxsoN. Is that the number of people added to AFDC

rolls has no relation to the number of people enrolled in WIN. They
are added because of their eligibility for welfare. The WIN program
takes those people who the respective State welfare agency feels might
profit by the WIN program and refers those to the Labor Department
for its attention. There is no relationship between the number of peo-
ple referred to in the WIN program and the number of people partici-
pating ii AFDC.
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Senator CuRTis. Of course that would be true in column 1. But
column 2 shows AFI)C cases closed following participation in WIN,
and for Mary land it is none.

Apparently the WIN program did not take anybody off the AFDC
during those months.

Secretary HonosoN.. It apparently did not during October-)ecem-
ber.

Senator Currrs. I)o you have any comment about the number of
dropouts ?Secretary Ho0o80. Yes, we do. We talked considerably about that

here the other day because dropouts are always a concern, whether
it is in emplo meant or whether it is in training.

I believe the figures we had here the other day indicated that drop-
outs for what are determined to be good cause, such things as moving
out of the area, joining the Armed Forces, getting another job, some-
think of this kind, were about three-fourths of those who were drop-
outs. The breakdown was something I ike this:

Eleven percent, moved from the area; child care not available, 10
percent; illness or pregnancy, 19 percent; other good cause reasons,
35 percent. But the number without good cause comes to 25 percent
of the total.

Senator Ctris. That would be primarily for some reason or other
they did not want to go ahead, '25 percent?

Secretary lIODOsON. Yes, for some reason or other, that is right.
That is the figure as of March 31,1970.

Mr. LOVELL. It is 8 percent of the total enrolled, 25 percent of those
who dropped out.

Senator MILLER. I did not understand that. Would you repeat that?
Mr. LovEU4 . The number who quit without good cause represent

about 8 percent of those who have been enrolled in the program, but
if you analyzed those who have dropped out, it represents 25 percent
of those who have dropped out.

Secretary HomcsoN. Senator Miller, what he is attempting to clarify
is that my analysis was strictly of the dropouts, not of the total
enrolled.

Senator Cuirris. That is all at this point, Mr. Chairman.
The CHAIRMAN (presiding). Senator Miller?
Senator MiLLER. On that point, is there any differentiation between

those who have no good cause and those who have a good cause as
far as subsequent payments are concerned?

Do I understand when they drop out of job training, then this
allowance, for them stops, too? They need not be paid thereafter?

Secretary HODGSON. The training allowance, which is the element
we control in the Department of Labor, stops. Then we transfer the
information that they did drop out to HEW, and that is the end of
our participation in the activity so far as the Department of Labor
is concerned.

Senator MILLER. Is there any particular result from dropping out
without a good cause as against dropping out for a good cause, look-
ing down the road in future relations with the Department's program?

Secretary ioDoSoN. Do we have any information on that?
Mr. Rosow. -I am sorry, Senator Miller, I did not hear you.



880

Senator MILLER. What I am getting at is, suppose this person goes
into a job training program, and the Government goes to quite a bit
of expense not only to enter into a contract for institutional training
but for the allowance, and the program is supposed to go on for a
year. After 3 months the person just drops out and there is no good
reason at all.

Now, is all that money down the drain or is there any subsequent
action taken?

Suppose that person comes back in after three more months and
says, "Well, I made a mistake, I should not have dropped out and
I want to start in again." What is the result of dropping out without
good cause?

Mr. Rosow. Well, the first attempt on the dropout without good cause
is for the Secretary of Labor through the local employment office to
certify back to the welfare department in that city or that State this
has actually occurred and the person should be taken off the wel-
fare roll.

Senatoyi Nxw That the person should be taken off?
Mr. Rosow. Yes, if they did not continue training for good cause,

then the penalty is for a reduction of their welfare payments to take
this into account.

Senator MILLER. Are you talking about the bill or talking about
present law?

Mr. Rosow. No, talking about present law.
Under present law it is the intent. Where it falls down is that the

welfare departments do not follow through on this. In many cases
what they do is reopen the file and they look at the case and they say:

Well, this person was not an appropriate person for referral in the first in-
stance. The reason they did not complete the training is they have what we
consider to be a Justifiable reason, they were sick or illness In the family. There
was something missing here that the Labor Department did not take into
account.

They reclassify the case and lose it in the file.
Another factor is that under the WIN program many of the people

who sign up are volunteers, they come in on their own,'and when they
drop out, the same penalty does not apply as to those who are man-
datorily referred to the welfare department. So that there are many
gaps in the present law between the two departments.

As Senator Ta]madge pointed out this morning in his rrAluest for
tightening this up, which has been as a result cf our grow-h in admin-
istrative practice and proposal in the new law, .h the Secretary
of HEW and the Secretary of Labor appointed task forces to work
on these problems *o inty and in some of our visits in the States the
manpower and HW people have called attention to this dropping
out without good cause.

Senator MmiLm. I understand. I do not want to emphasize the im-
portance that only 8 percent of the full amount dropped out for no
good cause, but nevertheless, I think we ought to be interested in that
8 percent, too.

Secretary HoosoDw. Of course I want to emphasize one thing and
it may not have been caught, a great many, if not most, of the par-
ticipants in the WIN program dT so voluntarily, not as a result of a
mandatory requirement4 you see, so that isa little different kind of
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thing when a volunteer dropout and when somebody who is placed
there specifically as a result of governmental action.

Senator MiuLR. WVell it seems to me that is all the more reason why
there should be a lower dropout rate in the case of the volunteers.

But the point I am making is, whether the dropout rate is 7 or 8 per-
cent, I thi k we should look at it pretty carefully, and I am wonder-
ing if you have had any analysis made of the total number of twose
who have dropped out, who are under welfare, whose welfare offices
have been notified, who have suffered a loss in welfare benefits under
what your Department thinks should be the result as against those who
have not because of the difference of opinion between the Welfare and
the Labor Department.

Secretary Honoso.. Specifically, we in the Department of Labor
have not because it has not been in our sphere of activity. It is one that,
following some questioning here earlier, intrigued us; we plan to look
into it.

Senator MILLEm. Do you think that would be primarily hIEW's
sphere of influence I

Secretary HODOSON. Solely.
Senator MumamL. Sphere of responsibiliy?
Secretary HoDasoN. Under current law, solely.
Senator MNULER. Thank you.

TIlE PRESENT UNEMPLOYMENT RATE

Now, following on the questioning of Senator Harris, Mr. Secretary,
you gave an estimate or a "guesstimate" that the unemployment rate
of 5 percent might show a little improvement along about the fourth
quarter of this year. While I am a cautious optimist myself, I am just
wondering whether we are warranted in being cautiously optimitis on
that point when we realize the numbers of people in the Armed Forces
who will be slated for discharge under what I understand to be the
Secretary of Defense's plans, and also the numbers of civilians going
off the payroll in various defense and space industries because of re-
ductions in the appropriations for these activities.

There are people in ordnance plants, who were in ordnance plants,
who are not working today because of the wind-down of tle American
participation in Vietnam, and these numbers run into the thousands
and probably the hundreds of thousands. Taking that into account,
does it not seem a little unrealistic to expect that while there may be
an uplift in the economy and job opportunities are going to open up,
that those are going to be offset by the numbers coming out of these
other jobs, at least for a period of readjustment.

Secretary HoDxsoN. That is the reason why I feel kind of uneasy
about any kind of crystal ball gazing.

In responding to Senator Harris,1 was repeating the same testimony
I gave at the Joint Economic Committee, and there following some
intensive analysis, we had the feeling that the numbers of people
being released from the armed services in excess of those entering are
a significant number, that there is also a significant number that have
been and will be leaving Defense and Defense-m'lated jobs. But that
the increase in the private sector, what might be called more peacetime
level or type jobs, would exceed that and, as a result, would pick up

44-527-70--pt. 2-32
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and there would be a pick up in the level of employment toward
sometime in the fourth uarter.

Now, it is amazing what. this economy of ours can absorb in the way
of people sometimes. For instance, there were, during the year 1969,
tens of thousands of people, even more than a hundred thousand, that
left defense-related jobs over the number that were in those jobs at the
out,*It of the year. There also were more people let out of the armed
services in 1909 than entered it in 1,969, and yet at the end of 1969
unemployment was lower than it was at the start of 1969. So it depends
ur-on the substantial vigor and growth factor in the economy itself,
how many Jobs are available, and this is the thing that we are count-
ing on to pick up toward the end of the year. But it is a guess and it
would have to be indicated as such.

Senator MILLE. When you refer to the 196l9 results, you are looking
at the whole year?

Secretary HoDOsoN. Yes.
Senator MILLER. And when you talk about the fourth quarter, you

are looking at only 3 months?
Secretary IIoDosoN.. That is right.
Senator 'MiLm. And I am just wondering if we should not be re-

garding that with the thought that during the next year, rather than
during one quarter, we can expect some improvement;because I can see
quite a timelag in getting some of them employed during the period of
readjustment.

In fact, some years ago, when we had hearings on the economy fol-
lowing the war, the economists who appeared before us were unani-
mous in the feeling that there would be a period of readjustment.
Whether that is going to be 3 months or a year I do not know, but it
would seem to me that caution would indicate that we ought to be
careful not to just pinpoint this one quarter.

Secretary HoDnsoN. Well, I might be more certain with you if I
were an economist; I am not. However, I feel that the thing that we
discussed in the interchange between Senator Harris and me, that is
that production picks up in advance of employment, is a reason for
the kind of caution that you display; it does, and it probably will be
some time after the production picks up that we will see a material
increase in levels of unemployment.

But, we sense that production did pick up in the second quarter, we
expect it to continue on through, and our estimate is probably in the
fourth quarter that there will be some leveling off in improvement,
but whether it is the fourth quarter of this year or the first quarter of
next is a matter of judgment and a matter of estimate and to some
extent guess, but nonetheless, just looking at previous circumstances
and recoveries from slowdowns, this is our best gless as to how the
thing is going to go.

Senator MILLER. I think the point I want to emphasize is that there
are a number of people who are advocating large reduction in national
defense expenditures, and it seems to me a little incongruous that at
the same time they achieve some of this, that they then complain about
unemployment which certainly, it would seem to me, is for a period
of readjustment at least, the necessary fallout from what they have
advocated in the first place.
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Secretary llotnsoN. There. is no question that the more rapid, tile
more harsh, the more accelerated the reduction in defense expendi-
tures, the more difficult problem we are going to have in the labor
market.

Senator MILLER. Do I detect that while you are opposed to the idea
of subsidizing the particular wages of a marginal employee in an
industry or in his particular employment, you think thwtthe same
result can basically be achieved through Federal programs which are
going to be calculated to get private industry moving in certain areas
so that there will be a demand for jobs in order to carry out those
programs?

Secretary HoDosoNw. Undergirding almost any analysis of the eco-
nomic situation as it affects employment, there has to be, it seems to
me, a conviction that the health of the priv k- sector of the economy
is the principal plus or minus factor on whether or not there will or
will not be jobs and job opportunities, and this is one of the reasons
why we feel that it is necessary to place such relP. ace on it.

Senator MILLER. Well, for example, it seems to me we can achieve
the same result that Senator Harris appeared to be suggesting by au-
thorizing some additional public works programs. I Mean there are
going to have to be more people taken on the payroll to carry them
out and that will be done by private contractors.

Now, if you can achieve the result of putting people to work that
way, is that not, if anything, better, at least it is equally as effective
and probably better, than to comB along and subsidize the particular
wages ill that firm.

ecretary HowosoN. If there are real jobs and in response to a real
need, whether it is public or private, we are achieving our objective,
are we not?

Senator MILLER. That is right, and it seems to me that generally
we have followed the approach of encouraging, by Federal Govern-
ment programs or other actions, private industry so that more jobs
will be needed by private industry in order to carry out the overall
economic objective, and that that as been our policy for a long time
as distinguished from coming along and making a direct subsidy to our
private industry to take people on their payrolls.

Secretary HoDoso'. I suppose that is why four out of five jobs are
in the private sector.

Senator MnmLF. Yes; you have to look to the private sector.

NUMBERR OF AFDC RECIPIENTS ENROLLED IN MANPOWER PROGRAMS

All right. I would like to ask you this: The Labor and Public Wel-
fare Committee is considering comprehensive manpower legislation.
What are the other manpower programs that we are consider in ?

Secretary HoDxsox. Well, they have, as far as that committee is
concerned. I am not sure, but let me say this: I am sure you know that
just recently, of course, a very important, what we would consider a
manpower bill, the new Unemployment Insurance Act, providing for
its great broad coverage and greater expansion-

Senator Mxuj& I am getting into the programs themselves.
Secretary HoveoN. Programs themselves ?
Senator M m Yes.
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Secretary HoDosoN. I see.
Senator MIj.JIt. If you are not-
Secretary HorOsoN. I will ask Mr. Lovel] to respond to that aspect of

it.
Senator MIUEP. You can either do that or have Mr. Lovell furnish

it for the committee. That would be all right, because I would like to
have the programs that they are considering: specified and how many
AFDC recipients are currently enrolled in these programs by each
program.

Mr. LOVELL. Senator-
Senator MnAfn. Can you give us that information?
Mr. LovrL. Well, let me make this one comment about it because

the legislation that Senator Nelson and the committee are now looking
at creates a number of new programs, new categories, and eliminates
some of the old categories. So it would be very hard to tell what would
happen under this new legislation that is being contemplated by the
Nelson committee.

Senator MLLm. Well, perhaps you could give us the various pro-
grams and under another column the AFDC recipients currently en-
rolled. Then all you would have to put down is new programs.

And on the other programs we would know, and what I am trying
to find out is this: Secretary Richardson was talking in terms of over
a million available slots in these various programs.

Secretary HoDOso,. That is correct.
Senator Mwi And the question is, how many AFDC recipients

are now involved in those programs?
Secretary HoDGsoN. Yes, sir; that we can give you.
Senator MxLzn That would be fine.
Secretary HoDosoN. Any information on existing things you see we

can give you, and give you with considerable accuracy. But estimates
under a succeeding program breakdown different than is currently
envisioned would be hard to do.

Senator MiuAxn. I understand. I do not want an estimate. I just
want what is now the case.

Mr. Lovw w OK.
(Information supplied at this point by the Department of Labor

follows:)

NUMBER OF AFIDC RECIPIENTS IN TYII PROGRAMS IN THE MANPOWER BILL

Under the manpower bill, the Manpower Development and Training Act and
title V-A of the Economic Opportunity Act (authorizing work experience and
training) would be repealed. The activities authorized by this legislation, to-
gether with those provided for by title I-B of the EOA, would be incorporated
in the Manpower Training Act. Title I-A of the EOA would be transferred to
the MTA, placing the Job Corps under the Department of Labor, where it now
is by delegation from the Office of Economic Opportunity.

The attached table compares total enrollments in the relevant DOL manpower
programs with the number of public assistance recipients enrolled In these
programs. Out of a total of 7155,100 enrollees, 209,998, or 27.8 percent, are
welfare recipients. We are unable to distinguish between "AFDC" and "general
assistance" Welfare recipients except for the Work Incentive Program which
is for AFDC recipients only.

Title V of the ROA, operated by HEW, was phased out at the time the WIN
program became operational
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AFDC RECIPIENTS IN DOL MANPOWER PROGRAMS, FISCAL YEAR 1969

Total On public Percent of all
Preram nrollees assistance enrolles

MaUw Deopmeaot and Tralaft~ Act:
=Matiiml thklift...................................... 135,000 17, 550 13.0
On-tbe-Job trainin ............................................ 85,000 4.250 5.0

Itoborood Youth Conps:
School ......................................... 133,700 44,567 33.0

out.. o ................................................ 74,500 23,840 32.0
Operation Ma~rtinst ---am. ------------------------------ ...... 11.300 1.921 17.0
Nowcarom -------------------_-------.-.--. - - ----.. 3, 800 1,330 35.0
Concentrated employment program ................................. 127.000 16, 510 13.0
Jo oppotunlie inthe business sector ....................... 51 200 5,120 10.0
Work nimceUw program .......................................... 80,600 80,600 100.0
Job Corps ........................................................ 53,000 14,310 27.0

Total ...................................................... 755.100 209, 99 27.8

Senator MxLLm Then how does the WIN program mesh with these
various programs I

Mr. LovrLL We contemplate the WIN program, which is perhaps
the most comprehensive manpower program that we have, as utilizing
the resources developed by the other programs, adding to our total
national capacity to deal with manpower problems.

Of course, how it ties in administratively will depend to some ex-
tent upon the legislation, but I suspect, along with Congress, that
these acts cannot carried on independently of one another and that
to the extent possible, manpower services being carried out for family
assistance recipients or AFDC recipients, will bear a close relationship
to and have a full utilization of resources of other manpower programs.
Our hope would be to tie them together.

Senator Minume. It would be your purpose to see that the WIN
program is carefully coordinated with the others?

Mr. Lovmau., Yes, sir.
Senator MnLLm. Mr. Secretary, do you have any indications of

which group is the most successful as trainees in the WIN program,
AFDC fathers, AFDC mothers, or young people?

Secretary HoDOsoN. Basically it would be too early to tell.
Mr. Ros;w. There are not any distinguishable differences between

men and women so far.
Mr. LovELL. The youth are apt to do a little bit better as a result.
Secretary HoDsoN. Do not really pay any attention, we feel, to

the limited amount of data with the limited results we have had at
the present time. It might very well be misleading.

For instance, the composition has changed even in the period of
time the program has been in existence between these factors and
what analysis we have made does not clearly distinguish any dif-
ference yet. What we are going to have to do is watch this and look
at it on a longtime basis and see if there are any differences estab-
lished and analyze them. "

Senator MiLuz. What you are saying is, you do not have any defini-
tive facts now ?

Secretary HoDOsoN. Yes.
Senator Muma . Thank you.
The CHAIRMAN. Mr. Secretary, I could keep you engaged here for

at least a half hour answering questions I have prepared with the
help of our staff. But I think tat we could get this information for
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the record perhaps more exleditiously by silnq)ly submitting these
questions to you and to your staff and asking that you provide an
answer for them. In the event that that does not get us all the infornia-
tion that we are seeking, our staff will advise you what additional
information we want, and that would, I holpe, sl)are you having to
come back for another session.

So if that is all right with you, I will sul)iit these questions to you,
and hope that this will be the last day we will have to interrogate you
about your phase of thisbill.

Secretary HoDtaoN. That is considerate of you, Senator, but we
will respond expeditiously to your questions.

The CIAIRMAN . Thank you.
It may be that some of your answers might not give us all that we

want and if that is th c e we will ask you to provide further inforina-
tion so as to get all t6 p you can giv, us with regard to this.

(Questions and responses follow:)

LACK OF EMPHASIS ON THE ON-TIIE-JOB AND 6'PECIAL WORK l'ROJE TS

Question. Mr. Secretary, although the Committee on Ways anid Means in its
report on the legislation and the WIN program greatly empha8ize the nectd
to develop OJT and special work projects, your annual report status, "'increases
are planned for all components of the WIN program in fiscal year 1971 with
major expansion I the institutional trainini, employability planning, job
development, and follow-up components. Other components of WIN will also
e.-pand, but to a lesser degree."

WI'hy don't you utilize on-the-job training? Of all the training methods avail-
able to you, this one is truly the most job related.

Response (combined) : The number of WIN enrollees assigned to the OJT
component is up from 172 in April, 1969, to 661 in April, 1970. Two States, West
Virginia and California, account for one-half of all enrollees in WIN-OJT.
West Virginia was the first to adopt this as a major training component. Cali-
fornia has recently conducted special training for its WIN job developers and
is reporting dramatic increases in OJT contracting. A recent report indicates
that California negotiated 56 contracts in June for 75 enrollees while 108 con-
tracts were signed in July.

The DOL proposes to build on the West Virginia and California OT experinece
so that every WIN project has the capability to negotiate its own employer
training contracts The fact that the Employment Service in most States is now
responsible for the new JOBS "Low Support" OJT should further stimulate
acceleration in this area. Obviously, however, more needs to be done to stimu-
late the State ES agencies to make more extensive use of regular OJT, WIN-
OJT, NAB contracted 'JOBS and NAB pledged jobs as work-training outlets
for WIN enrollees. Specifically, we have taken the following steps to accelerate
use of OJT for WIN enrollees:

1. HEW recently reversed its policy which considered unemployed fathers
placed in OJT as being employed and therefore no longer eligible for welfare
assistance. Thus, the unemployed father, as well as other WIN enrollees in
OJT, is entitled to receive the benefits of the 130 and one-third income disregard,
or adjusted assistance payment if a budget deficit still exists, along with both
manpower and social supportive srevlces

2. NAB contracted JOBS and NAB pledged jobs were opened up on a priority
basis by policy decision of the DOL and a Ditective was sent to all State ES
agencies as of May, 1970. WIN enrollees were given the same priority as CEP
enrollees in referral to NAB-JOBS opportunities.

3. All or most State ES agencies now have been given direct contracting
authority for regular OJT programs. Training in the development of regular
OJT contracts is now being given to all State ES agencies in a series of regional
conferences.

4. 750 Stat ES Contract Services Representatives have been recruited and
trained to promote and monitor NAB-JOBS and regular OJT contracts with

BEST AVAILABLE COPY
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employers. This expertise Is now being directed to support the CJT component
in WIN as well.

5. These somewhat belated steps are an admission that we have not done all
that we should have done to stimulate State ES agencies to make effective use
of OJT in WIN. However, this is now being doae and It is our projection that
a larger number and proportion of WIN enrollees will be enrolled in the OJT
component in the next few months.

6. FAP should also help to strengthen use of OJT components because the
Administration proposal as now written provides, that Family Allowance sav-
ings which result from OJT shall be held in reserve by IIEW for use in cycling
new OJT components for additional FAP clients who are registered for Man-
power services and employability development.

1971 WIN APPROPIATIONS

Question. Mr. Secretary, I understand that the House Appropriatiopuv Cont-
mittee reduced the WIN appropriation request by about $50 million for 1971.

What was the rational for their action? Would_ plasc tell us what you
believe would be the significance of this cut to thdm W program if this cut is
sustained?.

Answer. The House Appropriation Committee in Its appropriation bill has al-
lowed centives, a reduction of $19,493,000 below the budget request of $92,75),-
000, and $46,743,000 for child care, a reduction of $30,507,000.

In recommending this allowance, the Committee report noted that $50 mil-
lion in the 1971 budget was for funding 1972 prograin cost. If the budget esti-
mate is correct, the amount ia the Bill ($120,000,000) will fund 1971 costs, with
costs incurred in FY '72 to be covered solely by FY '72 appropriations

An approximate $9,000,000 savings in FY 1970 well offset a portion of the
$19.4 million decrease for training and Incentives, and It Is anticipated that the
1.971 program level of 125,000 man years can be accomplished within the Iouse
Allowance. The reduction in funds will require utmost cooperation between the
Dept. of Labor and state agencies in allocating resources. Similarly, allocation u
of child care funds will have to be based on much more accurate estimates of
individual and State requirements. The availability of funds to Insure maximum
flexibility and responsiveness to the WIN program in 1972 during this continued
build-up period and transition to the Family Assistance Plan will be drastically
reduced, however as result of the House reduction.

NUMBER OF TRAINEES IN YIRST YEAR

Question. Mr. Secretary, in response to a question raised by Senator Curtis,
Mr. Rosow stated that 400,000 persons would be trained in the first year the
welfare bill would be in effect. Prevtou-?y, the Department of Health, Education
and Welfare estimated that 225,000 persons would be trained.

Vhich is the correct figure? What portion of the total is for: On-the-job-
training? Public service employment? Classroom training?

How many of the total will be fathers? Volunteer mothers? Mothers wto do
not volunteer? Others ?

Answer. The estimate of 400,000 persons represents the total number to be
trained in FY 1972 if the new welfare bill is in effect: 180,000 of these repre-
sent the level at which the WIN program is projected to operate In FY 1972;
225,000 is the number of additional persons who will be trained if the family
assistance program is functioning.

We do not feel that it is desirable at this time to apportion the number of train-
ing opportunities among distin-t program categories, in order to be responsive
to local needs by funding the program mix which Is calculated to move the
most people off welfare into self-sustaining employment In each area. We pre-
fer to wait until training needs are established locally on the basis of employ-
ment priorities and local employment potentials before determining which
program approaches should be applied. However, it Is our intent to set aside 150,-
000 places to mothers, both those who volunteer and those with children over 6.

Lkewise, until enrollment priorities are set for specific geographic areas on
the basis of client population, employment opportunities and relevance of dif-
ferent kinds of training, we are unable to estimate how many of the total
400,000 persons will be fathers, volunteer mothers, etc.
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CONVERTINO WELFARE To WOrKFARE

Question. Mr. Secretary, much has been made of the fact that H.R. 16311 will
convert welfare into workfare. In looking through the background data Vrovided
to the Committee, however, I have serious doubts that this will be the case. For
example, material supplied us shows that the number of persons in families
receiving welfare will increase front 21.1 million in 1972 to 24.4 million in 1976-
an increase oj 32 millOn. At the same time other material furnished shows that
the amounts spent for training and day care over the same 5-year period will
remain non.stant, at a level of some Z25,000 trainees per year. If my calculations
are correct, tMis will mean that you will not be able to make a dent 'n the the
14 million persons added to the rolls under the bill, let alone weet the increases
that will occur over the 5-year period. I would appreciate your comments.

Answer. We anticipate that neither the amounts spent for training and day
care nor the opportunities (slots) for these activities will remain constant
over the next 5 years. The 225,000 training opp ortunities represent the first
year level, and combined with the levels existing under the WIN program, total
400,000 training opportunities. However, we intent to expand that capacity
year-by-year.

WAGE SUBSIDY FOR PUBLIC SERVICE CAREERS

Question. Mr. Secretary, how much wage subsidy are you paying under your
Public krricc Careers which you refer to on page 18 of your testimony?

Answer. Under the Public Service Careers program we have several different
components. In these different components we pay varying amounts of wage
subsidy. For example, id the New Careers program we pay 100 percent of
enrollee wages for the first year, and 50 percent for the second year. After
the second year the employer assumes all of the payroll costs. In the STEP
program we pay 100 percent of enrollee wages; however, this is for a much
shorter period---only a few months. In other PSC components we do not pay
wage subsidies but the jurisdictions may be reimbursed for up to 132 hours of
lost time from the job incurred by enrollees while they are participating in the
program.

PLACEMENT OF WIN JTRAINEW IN NEW PUBLIC SERVICE CAREERS PROGRAM

Question. Mr. Secretary, your Department has testified before another Com-
mittee that you are using your new public service oarccers program to provide
job opportunities for WIN recipients. Would you please describe this program
for us and tell us spccfloally how many WIN trainees have been and will be
placed through this program?

Answer. The PSC program pays part of the costs of on-the-Job training and
Intensive supportive services for disadvantaged workers hired by public agencies.
It also helps to finance upgrading activities. The program has four categories
and the concept of "hire now, train later," is central to all of them. In the first
category, employment and upgrading in the State and local governments, dis-
advantaged workers are hired for existing entry Jobs. Their salaries and fringe
benefits are paid from the agency's regularly budgeted funds, while PSC funds
cover the extra costs involved In removing the barriers to employment.

Under the second option, employment and upgrading in FederaI grant-in-aid
programs, the DOI, negotiates agreements with other Federal agencies to build
arrangements for PSC projects into their grant-in-aid programs. PSC funds
the extra cost of removing barriers to employment.

New Careers in human service, the third PSC component, Incorporates existing
New Careers projects authorized under the EOA. Allowable costs are the same
as in the original Scheuer New Careers program.

Entry employment and upgrading in the Federal service is the fourth PSC
component. It focuses primarily on expansion of the Civil Service Commission's
new worker-trainee supplement to the register of persons eligible for mainte-
nance and service worker jobs. After successful completion of the normal
probationary requirements, the worker, without having to pass further qualifying
standards (except for postal jobs), becomes a regular employee of the agency
where he works,

We have FY '6 data for the New Careers program, the only PSC component in
full operation for the fiscal year. A total of 1,380 N4ew Careers enrollees were
public assistance recipients. This figure represents 85 percent of the total
enrolled In New Careers for FY '69.
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TRAINING WELFAM MOTHERS

Question. In testimony before the House Appropriations Committee in May,
Congressman Flood asked whether you train domestics under the Work Inclt-
ti'e Program. Mr. Lovell, your Deputy Manpower Commissioner, answered:
"Very few, very rarely. I don't think we ever placed a WIN person in domestic
service." (Page 211 of House Appropriations Heorings).
But 4a a table you have included in your report to the Congress showing aver-

age monthly wages of graduates, one of the highest paid jobs for women em-
ployed through the WIN program is as domestics, with an average salary of
$2.21 per hour. Are we being realistic or sound when we keep insisting that jobs
must have a "career ladder?" We have to face the fact that some of theme people
will never be able to climb a career ladder. Isn't it also true that compensation
for non-status jobs is often more than the pay in some of the career ladder jobs?

Answer. Only a small percentage of WIN enrollees have been placed in do-
miestic employment. In a survey of 4,788 employed WIN graduates, for the period
January 1, 1969, through January 31, 1970, 26, or .5 percent of the total were
in domestic employment. On the other hand, almost three-quarters of all women
were employed in clerical and sales, and in service categories. We do not have
specific information which would clarify the statistic you have referred to. How-
ever, our WIN program experience indicates that the majority of those placed
in domestic employment have been placed either in institutional situations, such
as hospitals or hotels, or they have gone to work under contract to employers
operating cleaning services. This would account for the high salaries paid to
persons in this job category. Only in rare instances have we found private house-
hold domestic employment paying wages of $2.21 per hour, which amounts to
$88.40 for a forty-hour week.

In the WIN program, placement is determined by the employability plan but
also by the opportunities available through the local job market. In many in-
stances women do not take full advantage of training opportunities which would
provide them with entry to career ladder opportunities because of their respon-
sibilities to their families. This problem is closely tied to the availability of
child-care services. Many times initial wage rates of a "non-status" job versus a
career ladder job may be higher. Recognition must be given to the fact that al-
though initially the non-status job may pay more, it dces not offer the opportun-
ity to advance or even to perform meaningful work.

91RCIAL WORK PojrS (PUBLIC SaRVICE EMPLOYMENT)

Question. Mr. Secretary, present law places certain standards and restrictions
on the setting up of special work projects of public service employment for irel-
fare recipients under the Work Incentive Program. In the manpower provisions
of the bill before us today, however, an additional restriction is included, namely
that a special work project may be established only "if it vtll mprove the em-
ployability of the participants." (See. 431 (b) (3) (E), page 59i of the revised
bill.) Is this new restriction necessary, and might it not litl public service
employment opportunities?

Answer. We believe that special work projects should meet real public needs
and that the projects should be selected for as much training value as possible
so that they will improve the employability of the participants. This new re-
striction in our Judgment only serves to emphasize what good special work
projects should do. A good special work project is a desirable device to provide
work experience which will help people get real Jobs in the future. We are creat-
ing these kinds of opportunities in the special work projects we are setting up
under WIN. But we do think these special work projects should be temporary
and that is the reason we have suggested that they be followed up every 6
months to make sure that we do not build in as an integral part of the American
scene deadend jobs that get the kind of reaction the Nation got to WPA-type
Jobs.

FAP ON AN EXPmuMENTAL BASIS

The COAutrAN. Now, there is one thing that I particularly would
like to i ' uire about, and that is a suggestion by one of our members
that befc -- embarking on such a vast program as this might entail,
that it might be desirable to try it on an experimental basis in the type
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areas where you and the Secretary of Health, Education, and Welfare,
with the advice of the White House, might feel that the program
should work and should produce its best results. Perhaps you could
also try out, if someone wanted to suggest, an alternative to see just
exactly which would appear to be the best way to do this before we
go into it with as much as a $4 billion investment in trying to make it
work.

Now, one reason that that was suggested, of course, was that our
experience under medicare was that we found it was costing just twice
what we thought it was going to cost once we put it into operation.

I know that you are enthusiastic for the program, your answers have
indicated that. What is your reaction to the idea of trying this matter
on a trial basis for a period of 6 months to a year before we go into the
full funding of a $4 billion program?

Secretary HoDGsoN. Well, designing a program is a little like de-
signing a product. You have to decide how you are going to place your
bets at some point along the line and, as you can well imagine, in the
early discussion and development of this program, there was a great
deal of consideration given as to whether the program ought to have
been this or another program ought to have been tested or tried on
some sort of a fractional basis. But our feeling was twofold: first, that
reform is long overdue, and that a perpetuation of the existing ap-
proach to welfare was a miserable failure and that it would not take
much to meet it; that we have had 35 years of this one and that we
ought to get something else going, and that we had some experience
with manpower programs, with existing welfare programs, which
would point the way, point a direction that we felt would produce
useful results.

Now, if in the administration of the program being proposed, it
becomes obvious that improvements can be made, changes are de-
sirable obviously we will be back up here suggesting such improve-
ment. Iut we think that the present situation is bad enough so it needs
a massive change, that it is worth going ahead and taking what we
believe is sort of a minimum kind of chance with a program that offers
such obvious, in our judgment, superior features to the existing one.

So we just feel it would be temporizing to have test pilot programs
at this time.

IMPROVEMENTS ON WIN PROGRAM NEED

The CHAIRMAN. Of course, Mr. Secretary, you come her spe king
for the administration and have the President's backing, which is a
very persuasive thing with any committee, it certainly is persuasive
with me. I suppose Ihave about as much respect and high regard for
the President as a Democrat can muster toward a Republican.

In other words, if you cannot produce any befter results under the
work incentive program, for which I had ulways had the hopes that
you -had for this program, if you cannot perform better than your
predecessor performed on the work incentive program, then this is not
going to be any reform. It is just going to be a matter of putting a lot
more people on the welfare rolls, and that is where you are going to
have to prove the case. Th; reform -remains to be seen, whether you can
put these people to work productively; do you not agree I

Secretary HoDosoN. I realize you are putting it to us squarely, Sen-
ator, and we are willing to pick up the bull.
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We do have to suggest, though we have learned some things in that
program that give us confidence that we can, with the improvements
suggested here, make a go of it; and, second, I was going to say we
have incorporated now as a result of the suggestions made by this
committee a great many changes in this bill which we think will be
improvements, and that make this sort of thing worthwhile.

The CHAIMAN. Well, I am sure you have been able to detect some
of my thoughts on this matter just from some of the questions I asked.

- Secretary HoDGsoN. Yes.
The CHAIRMAN. The thought that occurs to me is that if we simply

went and took these oases where a man is working very hard trying to
support his family or a mother is working very hard trying to support
her little family or big family, as the case may be, and having great
difficulty in not being a le to earn enough to bring them out of poverty
and to provide a decent standard of living, if we simply supplemented
their wage by passing t through their employer to get it to them, that
we would know then that the people we are helping are people who
are working and we vre actually getting these people to work.

I do not think anyl)dv on this committee is going to quarrel for a
moment with helping a disabled person, whether disabled because of
old age or disabled bev-umse of mental incapacity or a broken body. In
any event, there is no argument about that. We can all get together on
that.

But when the objective is to make productive citizens out of people,
and to provide a good example for their children, there is where we
want to see bettti performance than we have seen under the Work
Incentive program. So far we have not been able to see the evidence
that is going to happen. That is what we would like to see.

If yoii could walk in here tomorrow and show us how through the
work incentive program you are getting a lot more people to work,
and it would have to be several times more than you have now, that
would be accepted by the committee, I am sure of it.

Secretary oDosoN. We would like to do that, but it would be too
soon even M the present program under its present form, be able to
prove it conclusively one way or the other. But with its modified
form we are confident we can improve it greatly.

The CHAIRMAN. Mr. Secretary, on Tuesday we are going to seek
to obtain the testimony of those who have experimented with that
type of program in New Jersey, and we will be asking them to come
and testify for it and we would assume that perhaps would take 2 days,
Tuesday and Wednesday, and then on Thursday I would want to
schedule private witnesses, you might say-

Secretary HoDGsoN. Sure, I understand that.
The CHAii ix (continuing). Private groups who would testify in

regard to this bill to move along with it. I hope we would have all
the information I am requesting of you before that time.

CHILD CARE

One other matter I did want to ask about which is in these questions:
It is pointed out that, many times by the Auerbach Corp. and others,
one of our grave needs is additional availability of child care for
workigmohr.Hv
thatkg mothers. Have you had any additional thoughts to add to



892

For example, what is your reaction to my suggestion that you have
that under a separate corpor,.tion with responsibility for nothing but
child care work I

Secretary HODOSON. We do have some very strong feelings about
the subject of child care, and I would say at the outset that improved
child care will not only be a contribution to this bill and to making
this bill work but it is a contribution to many of the things that are
going on in this country, the iilcreased interest women have in the
world of work, the increasing pireent.ge of married women with
children who are working

There is no question that the life styhl of the women of this coun-
try is changing and child care becomes v pretty important aspect. of
that change. But getting back to the Family Assistance plan and more
specificadly to your suggestion, we feel that child care is going to have
to be done probably in many different ways, in many different
locations.

In some cases employers are going to want to establish child-care
facilities. In some cases child care will be done, as we envision it, by
private institutions who wish to do it as a traditonal private enter-
prise venture and there will be various different combinations needed.

We would hate to put all our bets on one particular kind of arrange-
ment, and so we think the problem is going to have to be answered
many different ways and we just want to get on with it.

Thie CHAIRMAN. Thank you very much.
Senator McCarthy?

PERFORMANCE OF WORK TRAINING PROGRAMS

Senator MCCArTHY. Mr. Chairman, I would like to ask the Sec-
retary, what experience have you had with compulsory work? Have
you administered any of these programs in the past or have you
observed them in action I

Secretary HoDosoN. The Work Incentive program is a reasonably
new program to the Federal Government and to our Department. I
came into office as Under Secretary ih February 1, 1969, and have
watched the development of the WIN program during that period,
particularly some of the agonizing growing pains that it had initially.

It was not until we recognized that the program was not working
effectively at State levels because of many different reasons that we
established a separate task force to go out into the various different
States where difficulties were being experienced. We used the results
of that task force's work to improve the program. We started becom-
ing satisfied that WIN was going to make and could make the con-
tribution.

We are now satisfied it does and can. We are particularly convinced
that with the improvement indicated in our bill over the existing
WIN concept that it will be even more effective, and that we will be
able to build from the present program into the new one.

Senator McCARTHY. You think that on the basis of your experience
with the WIN program that you have some basis for expecting that
what you recommend in this bill would be successful?
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Secretary HonosoN. We have some basis for it. It is not a firm basis
and it is certainly not the only basis. We are happy to have had this
experience, we are- happy to have had the learning that has gone into
having this experience. If we had had to start out without having
had WIN under our belts and the present stage of things, we would
be starting from a lot farther back than we are, but we do not feel
that all the hurdles and all the answers exist by any means in WIN.

WORKING MOTHERS

Senator MCCARTHY. It looks to me as though the main thrust of
what you propose now would come to bear upon potential working
mothers.

In the WIN program that was not rzally the thrust, was it?
Secretary HoDosoN. We thought it was.
Senator MCCARTHY. Working mothers, yes?
Secretary HoDosoN. Yes.
Senator McCArTHY. You think you have got what, 16 percent of

them working who would not otherwise work ? That 16 percent applied
to working mothers and would apply to other people. Do you have the
estimate of success ? I think I saw a figure like that.

Mr. LovELL. Yes.
Senator McCARTHY. That is overall ?
Mr. Lovn.U. That is in terms of those enrolled. Actually, the first

year of the WIN program, Senator, the emphasis was on men.
Senator MCCARTHY. Yes; that is what I thought.
Mr. LovnU. And then as that group of available men dried up,

women became a more dominant force.
Senator McCAzRTi. Did it work or did it not work, or did they just

lose interest in it?
Mr. Lovnu. I would say it represented as much a dropout as it did

success.
Senator McCmrmy. So it is pretty much a projection in hope. You

do not have any good experience on which to base it ?
Secretary HowsoN. I wish I could simplify it by responding on a

yes or no basis to that question.
We have hope, but we have hope based on; one, experience modest

though it is; and, two, improvements that are built into this bil over
existing administrative and operating provisions. So it is more than
just hope. It is a combination of modest experience, plus recognition
that improvements were needed and have been incorporated.

Senator MCCAmRrHT. Does the general level of unemployment have
much bearing upon the success of these programs or are you generally
preparing them for employment which& is not really part of the sig-
nificant economic effort ?

Secretary Howosow. There is no question that the general level of
employment and unemployment has a great effect on not only this kind
of manpower program, but any kind of program that involves job
placement. And so we would want to say amen to that.. It does have a
very considerable effect.

Senator McCorrY. Indirect?
Secretary HODOsON. Yes, sir.
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SEASONAL WORKERS UNDER THE BILL

Senator McCAWEIIY. I have a question about what happens to sea-
sonal workers who have seasonal income figured out on the basis of a
3-month average, about whether they are eligible or not: For ex-
ample, a migrant worker or someone who works, like on a Maine
potato farm or it could be a grain farm, somewhere for 3 months, with
a wife and two children; he gets $5,950 from May to October. The ques-
tion is, what happens to him from October to May. Could he receive
any federally-supported funds under this program?

secretary Hov.soN. You bring up the subject here that I do not
think is always widely recognized, and that is the Family Assistance
Plan does offer some very significant hole or help for the migrant
worker, but I would like to ask Assistant Secretary Rosow to respond
to your specific question.

Senator MCCAWrHY. You have a reference here in the bill which I
think you know.

Mr. Rosow. Yes.
I think, Senator McCarthy, that the language of the bill tends to

get income reported quarterly, but to look retrospectively and pros-
pectively at the income question.

The person is required to state their total income over the preceding
year average quarterly and their income anticipated for this coming
year, so in the case of a seasonal worker, as your question specified,
although it would show high earnings in one period, the people in
HEW in looking at his eligibility would look at his earnings and as-
sets for the total year.

Senator McCKAwrY. They can spread it over the entire year?
Mr. Rosow. Yes, sir.
Senator MCCAirrHY. Even immediateiv, or would they have to wait

a quarter before they could act on him ?
Mr. Rosow. I am not precisely certain of that, but the intent would

be to look at the full year's earnings and not to allow one quarter to
distort it.

Senator MCCARTHY. Thank you very much.
Senator WLIAMS (presiding). Senator Miller?
Senator MnxuER. I have a question, Mr. Secretary.

WORK REQUIREMENTS FOR WORKrNG POOR

I believe you say there would be no requirement for work in the
case of the working poor. However, I can see a problem; suppose you
have a member of the working poor who is working part time, and
it is determined that that person could work full time if they had the
incentive, what would you do in a case like that?

Secretary HoDnsoN. Let's see if I understand the circumstances.
By part time you mean part time a day or a month rather than

a part of the year?
Senator MxuILR. Here is a person workiiiz 15 hours a week, and he

seems to like that pretty well. But he is able bodied and he is in a
posItion where he could work 30 hours a week or 40 hours a week.
Ara they going to just let him continue on 15 hours a week or are
they going to have any incentive to make him work more I
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Secretary HomsoN.. Mr. Rosow is just itching to answer that
question.

Mr. R1oow. I think we may have been a litle quick, without intent
to evadt, when we said the working poor are registered and are not
subject to the work test. They are subject to the work test in several
ways. the first place, they have to register. If they should quit their

job or in some way break their connection, they are under our referral
process, we can call them in and refer them to a job if we know they
stopped working. But to take your precise example of a man working
15 hours a week by choice, if we have a job for him available in that
town in the employment service full-time to generate more income, he
would be subject to the work test.

Senator Mimut. Now suppose you have somebody who is not work-
ing at all and because of the nature of his circumstances, his family
situation, he really cannot work 40 hours a week, but he could work
15. What about a work requirement for a part-time worker?

Mr. Rosow. Well, I think we can allow this to take place in effect
the way the employment service will make the referrals.

For example, we are encouraging and we would like to -ncourage
part-time referrals for women, for example, where there is a child
care problem or where part-time work makes more sense or where
part-time work is a good way to phase into the labor market instead of
attempting an abrupt change from a situation where it is very difficult
to go to a 40-hour job, and I think there is going to be a mixture taking
place between part-time job referrals and full-time job referrals.

Senator MxILLR. Well, are you suggesting that we are saying that
there will be a work requirement on a part-time basis if the situation
indicatesI

Mr. Rosow. Yes, sir.
Senator Milaxim. And just as certainly, there would be a work re-

quirement on % full-time basis?
Mr. Rosow. Yes.
Senator MmumR. Depending upon the circumstances?
Mr. Rosow. That is right. Depending upon the income generated

and the overall economic effect that this would have. If it would tend
to make the person less dependent on the system, the answer is yes.

Senator Mi~ai. And on family circumstances?
Mr. Rosow. Yes, sir.
Secretary Honosox. You see, the bill tries to deal with the world of

work as it is, and that is that some work is full time, some is part
time, some is seasonal, some is off and on, and that you need some
administrative flexibility in dealing with this kind of thing. But we
do think the ingredients are there to deal with it along the principle
of a person who works should be rewarded better than one who does
not, and that the person who is not willing to work should not have
welfare payments.

Senator MYT.Txn- For example, I can see were a mother with de-
pendent children might be very, very unhappy if she were required to
take a 40-hour-a week job at a particular timge.

On the other hand, I can see where, in administer, this, the field
office might be able to persuade her that she is better able to take a 20-
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hour-a-week job and get moving and that her family situation would
permit a 20-hour-a-week job. This is getting into some fine points but,
on the other hand, I think it is facing reality. And I understand now
from Mr. Rosow's comments that there would be a work requirement in
that situation within her capacity.

Secretary HozosoN. But I think it is also important to stress there
is a work incentive in the fact if she does go to work, she keeps some of
that money. There is not only the requirement there, there is the
incentive.

Senator MiL~a. Well, Mr. Secretary, you and I had a little go-
around last week on this point and you emphasized the cash a little
more than I would. I looked at the whole total benefits. But I just want
to know about the work requirement feature of this and you have been
very responsive on it, and I think the responses are at least what I
would hope theY would be.

Thank you, Mr. Chairman.
Senator WLAMS. Mr. Secretary, the Senate is supposed to vote

very soon and, therefore, in line with the procedure of the chairman, I
am going to submit some questions to you which I think you can fur-
nish the answers for the record so we can perhaps close this out this
mening as far as your Department is concerned.

(Information requested follows:)

LABOR DEPARTMrT FArauYB To EwrAInSH ON-THE-JoB TRAINNxG

Question, Mr. Secretary, an interesting colloquy took place dwi the House
Ways and Means Committee hearing on the bill. Congressnua . 4bbons asked how
many of the 63,000 person. enrolled at that time in the Jork Incentive Program
were in on-the-job training. Mr. Rosow responded tatthere were 288 person. at
that time in on-the-job training, and e4mued minute number on the basis
that welfare recipients first need ewtensi oketation and other prevocational
training. I would like to quote 07 w Gibbons' response in full:

"I am not a novice in this Ael-Iave been through this thing for 6 years and
longer than that in the 8 t legislature, and what you u e telling me is just
baloney.

"Wh4m are you g to get out and do some real honest-to-God on-the-job train-
ing? Con0re, n pass these laws, and give you the money, and we have given
money V=E many programs to do this, but you don't oarry it out.

Want to set up a classroom, and these people have failed in classrooms
ore, and will fail again. It is not realistic.

"What con we do to make you do some on-the-job training? 2G-something out
of 63,000 is ridiculous. I have not foun4 anybody in this whole C-overnment
bsreauoraoy that has not said on-the-job training is good, from the Pre'ident on
dowv, but we cannot get you to do it." (page 429 of the House hearings.)

Let me repeat Congressman Gibbons' concluding question: "What is thetrouble?"

Response (combined). The number of WIN enrollees assigned to the OJT
component ts up from 17 in April, 1969, to 661 in April, 1970. Two States, West
Virginia and California, account for one-half of all enrollees in WIN-OJT. West
Virginia was the first to adopt this as a major training component. California
has recently conducted special training for Its WIN Job developers and is re-
porting dramatic increases in OJT contracting. A recent report indicates that
California negotiated 56 contracts in June for 75 enrollees while 108 contracts
were signed In July.

T*e DOL proposes to build on the West Virginia and California OJT experi-
ence so that every WIN project has the capability to negotiate its own employer
training ontmacts. The fact tat the Employment Serviee In moot States is now

pon bible for the new JOBS "Low Support" OJT should further stimulate
acceleration In this area. Obviously, however, more needs to be done to stimulate
the State ES agencies to make more extensive use of' regular OJT, WIN-OJT,
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NAB contracted JOBS and NAB pledged Job. as work-training outlets for WIN
enrollees. Specifically, we have taken the following steps to accelerate use of
OJT for WIN enrollees:

1. HEW recently reversed its policy which considered unemployed fathers
placed in OJT as being employed and therefore no longer eligible for welfare
assistance. Thus, the unemployed father, as well as other WIN enrollees in OJT,
is entitled to receive the benefits of the $80 and one-third income disregard, or
adjusted amstance payment if a budget deficit still exists, along with both man-
power and social supportive services

2. NAB contracted JOBS and NAB pledged jobs were opened up on a priority
basis by policy decisi-n of the DOL and a Directive was sent to all State ES
agencies as of May, 1970. WIN enrollees were given the same priority as CEP
enrollees In referral to NAB-JOBS opportunities,

& All or most State ES agencies now have been given direct contracting author-
ity for regular OJT programs. Training in the development of regular OJT con-
tractn Is now being given to all State ES agencies in a series of regional con-
ferences.

4. 750 State ES Contract Services Representatives have been recruited and
trained to promote and monitor NAB-JOBS and regular OJT contracts with
employers. This expertise is now being directed to support the OJT component in
WIN as well.

5. These somewhat belated steps are an admission that we have not done
all that we should have done to stimulate State IDS agencies to make effective
use of OJT In WIN. However, this ip now being done and it is our projection
that a larger number and proportion of WIN enrollees will be enrolled in the
OJT component in the next few months.

6. FAP should also help to strengthen use of OJT components because the
Administration proposal as now written provides that Family Allowance sav-
Ings which result from OJT shall be held in a reserve by HEW for use in
cycling new OJT components for additional ]AP clients who are registered for
Manpower services and employability development

TRA=ING OF PERSONS ALRZADY MPLOYT rULL-TIM1

Questio% Mr. Secretary, aooordiV to the material we have you anticipate
training 725,000 persons a year uder the bill. One-third o this number will
be persons already employed. Does this mean you will be requiring 75,000
employed persons to quit their jobs in order to get into training so that they
om get jobs after completing training?

Answer. No. The "working-poor" change jobs on an average of once every
six months. Training will be provided in between change of Jobs; i.e., when a
person quits, Is fired or laid off. An attempt will also be made to upgrade the
working-poor on their present jobs.

WHAT HAPPENS TO Pzos TRAINED BUT No: PLACED IN EMPLOYMENT

Qustion. Mr. Secretary in the House Ways and Means Committee hearings on
the FamUl Assistance Plan, Congressman Gibbons of Florida aeked what happens
to a welfare recipient who finishes her training but is unable to be placed in a
job? I wil quote Mr. Rosow's answer:

"After she completed the training program, she would lose iJe $30 a monh
iwentive payment, or any additional inoentiw that might be present in that
States# manpower training provisions, and revert to jusat the basic family assist-
mc payVnen." .(Page 4V House Hearings).

In other words, if the training is unrelated to actual job opportunities in the
arm, the woman% has simply been wasting hcr time and remains in4defltitet on
welfare. Shou 't more effort be placed on Job development to assure that em-
pbpMent wm fouow training?

* Answer. The concept of employability planning In the WIN program requires
that all training be Job-related. The development of the employability plan Is
afeeted by resource availability, enrollee capability and interest, and the local
Job market There should, then, be a job placement for all WIN and FAP
mroleg who complete training.

Wo are increasing our emphasis on Job development to assure our continued
capmbity to place WIN and FAP graduates. The direction of the Employment
Service has been to give employers evidence that the disadvantaged can be suc-

44-4527--70-pt. 2- 33
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cessfully hired to the mutual benefit of both applicant and employer. This
approach will be expanded and serve as the point for a concentrated drive to
develop Job opportunities.

Activities both underway and planned:
1. Expanded installation of the CMA model in which Job developers as a part

of the Z8 local office team find and develop openings for applicants
2. By July 1, 171, Job Banks will be operative in 81 of the larger cities. The

Job Banks provide for central order taking referral and verification of place-
ment under the administrative direction of the Employment Service. In addition,
training opportunities, Including Institutional and OJT are also being included
in the system. WIN and FAP will make maximum utilization of this system.

8. Ite revision of Defense Manpower Policy Number 4 (DMP-4) will increase
Job opportunities for the disadvantaged. Department of Defense figures show
38,000 new hires per year in defense related work under this program. Employers
will be required to hire an average of 20% from among the disadvantaged.

4 The OJT and NAB-Jobs programs have been redirected to provide for
more direct employment service involvement in the contractual development of
On-the-Job training as well as in the referral and placement of workers In these
programs. Both CEP and WIN programs have been given a 48-hour priority In
referring clients to the NAB-JOBS programs; in addition, all NAB-JOBS Orders
are being controlled and assessed through the Job Banks System.

BACK Doo FUvDING mOm Ov-THrE-JoE TaArnro PwoRAMs

Question Mr Secretary, there is a curious provision contained in section 449
onopage 26 of the revised Uf, which I hope you can clarify for us. This section
provides back door funding for on-the-job training without the necessity of going
through the appropriations process. The bill itself contains no limitation on
the athortion for on-the-fob training. My question is why do you need this
additional backdoor fOnding section ?

Response. The basic purpose of section 449 is to stimulate and promote the
use of on-the-tob training for family assistance recipients. The Department of
Labor Is very aware of the criticism that has been made of the lack of on-the-job
training in WIN. This provision should go far to preventing such a situation
under the Family Assistance Act because it creates a program incentive for on-
the-Job training.

In addition to this stimulus, the provision has a basic equity. When a Family
Assistance Plan recipient receives institutional training, he receives his family
assistance payment and the Labor Department pays him a training allowance
In addition as an incentive. None of the family assistance payment is chargeable
to the Labor appropriation. In the case of on-the-job training, however, the
family assistance payment is reduced and the trainee's incentive comes from
the earnings disregard. The reduction in family assistance payment is a direct
consequence of the Labor Department's training program and it seemed to us
equitable that this saving to the appropriation available for benefits should
be treated as a credit to the appropriation available for training.

ITrxT or UNEMPLOYMENT 01 OEO INCOME MAINTENANCE EXPERIMENT

Question. The effect of unemployment on an income maintenance program for
the working poor, such as we have in the Pamily Assistance Act, is, of course,
of great concern to us in considering the cost of the program and the numbers
of persons who might be eligible for it.

Would you tell us, please, what the effect of rising unemployment has been in
regard to the families who are in the OEO guaranteed income experiment in

ew Jersey?
Response. The unemployment rate in New Jersey did not begin to increase

significantly until May and June of this year. Due to lags In data processing,
the Immediate demands of administering the program, and special efforts in
connection with the General Accounting Office study of the Office of Economic
Opportunity's report, "Preliminary Results of the New Jersey Graduated Work
Incentive Experiment," data analysis has been limited to information available
up to March of this year. Up through that time, there had been no significant
change in the employment patterns of those In the experimental and control
groups. By the end of this year, sufficient data may be accumulated to permit
meaningful analysis of the effect of current increase In the employment rate on
families in the experiment
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Senator WmuAs. There are just a couple of points and I think
you can clear them up. It is my understanding that your Department
is willing co accept the analysis of this bill as presented by the Secre-
tary of HEW within those charts and you are not submitting any
charts of your own.

Secretary HoIGsow. We do not plan to submit any charts.
Senator unVuxs That is my understanding.

THE NEW JERSEY EXEIMENT

The question the Senator from Louisiana asked-and I might say
I am glad to know we do not have to go reviewing through another
set of charts here-the chairman mentioned the feasibility of this cn
an experimental basis. If I am correct, there has been one experiment
now in New Jersey.

Are you familiar with the results of that experiment?
Secretary HoDwsoN. Yes, I am generally familiar with it and I was

delighted to hear that, because we consider the results to be heart-
ening, that you as a committee are going to hear from those who are
diiectly involved in it. It is a good idea because the results appear
to us to be of such a nature as to boost our conviction that this is a
good plan.

Senator Wnuxs. Whatever the results would be, you feel should
be looked upon and considered by this committee and will be no doubt,
as one of the determining factors in making up our minds, formulating
our opinion, as to whether or not this is a workable program?

Secretary HoDwsow. I certainly think you ought to get every bit
of information you can that will bear upon the possible success of
this program. The experiment in New Jersey is, as you can tell from
the size of it, a very modest experiment. It is a hopeful one, but I
would consider both the size and its results.

Senator WmiAms. But it is your understanding the results were
satisfactory and that was a part of the premise upon which this plan
before us now was advanced; is that true?

Secretary HomGsoN. It is part of the basis on which we are support-
ing i enthusiastically as we are

Seuor WIJAMS Well, we are looking forward to getting a little
more detailed report from the Department which conducted that.
They will come before us.

FA ULE OF THE PRESENT WELFARE SYSM

Now you mentioned in your earlier comment that one of the reasons
you felt we should move forward full steam ahead was that reform
was so essential in the present welfare program, and I think you
characterized it as a miserable failure, and I agree with you to that
extent.

But what concerns some of us is the statement that has been made
to the committee that not a Single recipient anywhere in America gets
any reduction or correction in the program as it is being administered
to him now.

Mr. Lovzu1. No, no.
Senator WLA3M If there is a difference in opinion, we would like

to geot it.
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Secretary HoDosoxr. There is a difference, but it is a difference in
degree. There have been several hundred lopped off the rolls. But it
is not anywhere near the size of numbers that somebody just looking at
the figures might think would occur.

Senator WIWAMs. I am not speaking about, the experiment, I am
speaking about the welfare program, in general, our existing welfare
program in general.Sret, HODGSON. I S

Senator %ViLu.mIs. That is what I am speaking of.
Mr. Lom.. The figures that were quoted were one quarter for

Maryland.
Secretary Horcso-.. One quarter, one State.
Senator WILLAMS. I think you are talking about somt' kg else.

T am speaking about the welfare program in general, and whole
family assistance plan is to replace the welf aro program.

Secretary HoDOsoN. You are talking about the growth of the wel-
la re class as a whole?

Senator WILLIAMs. That is right, the whole AFDC program which,
I thi7k, y ou characterized as a miserable failure today, and I agree
with you.

But when we move into this bill and call it a reform bill, the point
I am making is that we have been told is that not a single present
welfare recipient in any of the 50 States will get any less under this
bill than he is now getting, and if that is true, is it not reasonable to
assume that we are freezing into the law all of the miserable inequities
that are in the present system?

Secretary HoDOsow. If we did not have some provision for thawing
him out of it as well as freezing him into it, then you might come to
that conclusion. But it is what we consider to be the movement from
welfare to work feature of this bill that is the really saving grace.

Senator WnizXAms. I agree with the editorial comment as far as
the work incentive, and I do not question that that is present with
good intentions, and it may work. But again, getting back to our ex-
perience, many of us who supported the previous WIN program, work
incentive program, have been very much disappointed in the results.

For example, we were told here that our of 8,100 persons who refused
without good cause to participate in the WIN program, only 200 of
the cases were terminated from welfare

There was the authority in that previous law where they could have
been terminated; I will not say that all of them should. That is only
about a 2 percent result of those who flatly refused, and it is this lack
of a ration, of effective administration of the existing law that
raises qutions in my mind whether they will be any more enthusiastic
in administering this program merely because it is a new law.

Secretary Howasor. We have tried to suggest that there will be more
eftetive administration as we pointed out in a couple of different
ways. No. 1, the new law clarifies the responsibility.

And No. 2, the responsibility comes out of the Department of Labor
and it would not be fuzzed up, we feel, by different concepts in differ-
ent St" because it will be a more uniform Federal concept. We be-
lieve that from the things that we have learned under the existing
program, the existing WIN prORm we have incorporated improve-
ments to make sure the FAPwo6rks better, this is one of them
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Senator Wnw.Axs. Well, I asree, I think it is a better suggestion
that this bill be put under the Jurim.iction of one agency.

But despite the fact that it was a split division before---he jurifdic-
tion of the enforcement provisions were divided between Labor and
HEW-these are the same two Departments which are here again
praising this one so enthusiastically. While it was a divided responsi-

bility, it was also a Joint responsibility and to agencies could have
done a better job had they so desired.

Secretary HoxsoN. Well there was, just to clarify, no enforcement
role in the Department of Labor at all before. There was a role for
HEW in this, but it was a role that was done through the States, and
that is the reason there was the opportunity for the widely and wildly
different performances around the country.

Senator Wnijux& Well, I will admit that some of it was because
of the States, but still it gets back to the Federal Government. It could
have participated on thebasis of John Doe in the States and it could,
and we have heard of instances where HEW had told the State it
would not participate in a program unless-

Secretary HoosoN. I would agree with you.
Senator WIIwAMS. So had it been there the will to enforce some

of the similar laws by withholding funds, Fderal participation-
Secretary HowosoN. We are getting now an express of the will of

Congress in this bill.

Senator WIUIAMs. No; I am speaking of the will of the Department
at this particular time.

Secretary Hbo~sox. I understand. But the new bill will be different
because of that.

MANPOWR TRAINING PROGRAM BILL BEFORE OGIoSS

Senator WmLirs. Now, this was referred to briefly: The Senate
Labor Committee has recently reported out a bill, S. 3867, which I
have not fully analyzed but I am sure you have, because it affects
your Department. It is a rather massive work training program and,
as I understand it, it provides Federal funds with which to furnish
jobs and city and State payrolls and Federal payrolls.

Has your Department been asked for a recommendation or endorse-
ments or objections to that bill and, if not, I am asking you fov your
recommendations now.

Secretary HoDxsox.-. All right.
We sent up our own bill in this sphere, which we feel is infinitely

superior and would serve what we consider the purposes of the man-
power program better than the bill that has been reported out which
contains, as I say, a public employment program that is beyond what
we would conceive as necessary or desirable, and which contains con-
tinued categorizations for funding of manpower programs that we
also think are undesirable.

There are some other features of it that we would also not wholly
favor. There probably is some of it that we do favor, but specifically
the ones you mentioned, the sizable public employment program en-
visioned by that is larger than we would consider desirable or neces-
sary.
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Senator WILIAMS. Could you just summarize tlit briefly and tell
me whether you object to the bill s enactment or whether you favor its
enactment?

Secretary HODOSO.. We object to the bill in its present form.
Senator W VwAMs. You object to the bill in its present form and

von recommend that it be defeated either in the Congress or vetoed by
th President?

Secretary HoDosoN. I think that is implicit in our dislike of it.
Senator WmuLxs. Now another question on that: How would that

relate to this manpower training under this bill?
Will that not have to be considered as a part of this bill, that is,

we take into consideration in this bill what is done in that connection?
Secretary HoDsoN. We would hope that the Congress would take

into consideration when it goes forward with manpower legislation
the effect of that legislation on our role in the family assistance plan.

The principal way that it could take that into consideration con-
structively would be to provide maximum flexibility through noncate-
gorization of funds for the Department of Labor in its conduct of its
manpower program. So we would hope that if this bill or some other
bill is considered that the Congress would be particularly sensitive to
this matter of decategorizing of funds so they can be spent in a way
that will be most effective, as times differ and as locational needs differ.

Senator WmLIAMs. I appreciate that answer. But I was not asking
you to get into the jurisdictional -problem here of whether that bill
should be a part of this or under the Labor Committee or the Finance
Committee.

The point I was making is that whether it come out of that commit-
tee or not, must be taken into consideration by this committee as we
move forward on that phase of that bill which deals with a similar
or same subject.

Secretary HoDosox. I certain agree with that.
Senator WLLAMs. I have no further questions.

FAILURE W REGISTER

Senator MmLm Mr. Chairman, I have one further question. I am re-
ferring to pages 160 and 104 of the Green committee print, Mr. Secre-
tary, pages 160 and 164. I want to ask a question about mechanics.

Starting down at the bottom of 163 and going on to 164, in the case
of registration, if there is refusal to register it refers you to page 160
and indicates that the Secretary of Health, Education, and Welfare
apparently is the one who determines failure to register; is that
correct ?

Mr. LovmEL. The individual has to register first.
Secretary HoDOsoN. We do not enter until he registers.
Senator MILITL This is HEW's jurisdiction.
Further down 164, it relates to refusing to accept employment, and

it apparently gets the Secretary of Labor in the act, and the Secretary
is supposed to determine whether there was a bona fide offer of employ-
ment. That is correct; is it not I

Secretary Hoosov.. That is correct.
Senator Mmra What happens at that point, does the Secretary of

Labor, if he determines that it was a bona fide offer of employment,
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then notify HEW so that HEW will be the action agency in cutting
him off from the family assistanceI

Mr. Rosow. That is right. But it is automatic, Senator Miller.
HEW has no jurisdiction at that point except to enforce the deci-

sion of the Secretary of Labor.
Secretary HoDveo. It is a mechanical thing.
Senator MnLE. So the determination, on the offer of employment

when it is made and transmitted to HEW, it is automatic?
Secretary Howsoy. That is right. We make the determination.Senator UnTa. No discretion in HEW at all
Secretary HoooeoK. No.
Mr. Rosow. No, but there is a provision for, a 90-day period for a

hearing if he asked for a hearing with the Secretary of Labor; if the
decision of the hearing is adverse, that concludes the decision on that
case.

Senator MTU. Thank you very much.
Senator Wxwa&xs. Under the previous order, the committee stands

adjourned until 10 o'clock Tuesday.
(Wheroupon, at 12:10 p.m., the committee adjourned, to reconvene

at 10 a.m., Tuesday, August 18, 1970.)





THE FAMILY ASSISTANCE ACT OF 1970

TU SDAY, AUGUST 18, 1970

U.53. SENATE,
CoxmrrTrz oN FSN ANCE,

Wa hingto4, D.C.
The committee met, pursuant to recess, at 10 a.m., in room 2221,

New Senate Office Building, Hon. Clinton P. Anderson, presiding.
Present: Senators Long (chairman), Anderson Byrd of Virginia,

Williams of Delaware, Bennett, and Jordan of Idaho.
Senator ANDRSON. The committee will come to order.

T NEW JSEY EXPERIMENT-PESENTATION OF oo

This morning the committee will hear from Mr. Wesley Hjornevik,
Deputy Director, Office of Economic Opportunity, and John 0. Wil-
son, Assistaut Director for Planning, Research, and Evaluation, of
the Office of Economic Opportunity. Mr. Wilson will discuss the New
Jersey incoyne maintenance experiment. This experiment has some-
times been described as foretelling the success of the family assistance
plan.

The committee will also hear from Mr. Keith Marvin Associate
Director of the Office of Policy and Special Studies of te General
Accounting Office. The Comptroller General has investigated the New
Jersey project and has criticized tentative conclusions which the Office
of Economic Opportunity has drawn from the experience.

I believe it would be wise this morning for Mr. Wilson to complete
his statement and then allow Mr. Marvin to present, his statement be-
fore Senators begin their questions. In this way, I think we will have
both sides of the matter in mind.

STATEhENT OF WESLEY L. HIOWNEVIK, DEPUTY DIRECTOR,
OFFICE OF ECONOMIC OPPORTUNITY, ACCOMPANIED BY TOHN
0. WILSON, ASSISTANT DIRECTOR FOR PLANNING, RESEARCH,
AND EVALUATION, OFFICE OF ECONOMIC OPPORTUNITY; DAVID
KERSHAW, PROJECT DIRECTOR, .TATHEXATICA, INC.

Mr. HoRmvi. Mr. Chairman, it is a pleasure for the Office of
Economic Opportunity to appear before this committee to review in-
formation on the New Jersey income maintenance experiment. Our
principal witness will be Dr. John 0. Wilson, who is Assistant Direc-
tor of the Office of Economic Opportunity for Planning, Research,
and Evaluation, and we also have with us Mr. David Kershaw, who is
project director of the New Jersey experiment. Dr. Wilson has a
statement to make.

(905)
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Dr. Wilson.
Mr. Wreow. Mr. Chairman and members of the Senate Finance

Committee, with your permission I would like to submit my written
testimony or the record and simply describe the New Jersey work in-
centive experiment, or New Jersey experiment as it is commonly re-
ferred to. With the use of a few charts I think I can clearly convey the
message of this project and with your permission I would like to sub-
mit my written testimony for the record.

Senator Awmmsox. Without objection it will be done.*
Mr. WnasoN. I have included copies of these charts for each of you in

the hand-out material.
I am a native of Missouri, which is known as the "Show-me" State,

and that is the principle I would like to follow today.
I want to show you everything that I possibly know about the

experiment.
The Office of Economic Opportunity has absolutely nothing to hide

in the New Jersey experiment. In fact, it would literally be impossible
for us to hide anything even if we wanted to. The experiment itself is
viewed as a landmark in social science research. It is the first large-
scale totally designed social experiment ever conducted in this country.
As the first social science experiment ever conducted in this country, it
has been subjected to more examination during the whole process of
the experiment-it is not concluded as of yet-than any other research
activity that I know of.

What type of critical scrutiny has it been exposed tot I think this
is important to realize that this project, has been exposed to intensive
examination. Major presentations along with critical discussions have
been conducted at professional meetings starting over 2 years ago, in
April 1968, at the Midwest Economic Association. The discussions
have continued at the National Econometric Society, American Eco-
nomic Association, the American Statistical Association, and the
American Philosophical Association. And indeed these discussions are
continuing, because similar presentations along with critical reviews
are going to be held at the American Sociological Association local
meetings this September and also at the American Economic Asso-
ciation meeting. this December.

Other discussions and presentations have been held at such univer-
sities as the University of Chicago, Harvard Business School, Yale
University Northwestern University, University of Minnesota, In-
stitute of Defense Analysis, MIT, and Stanford.

In addition to these open discussions concerning the design andpurposes of the experiment, a very thorough analysis was made of
the experiment by Prof. James Tobin, professor of economics at
Yale University, last spring, the spring of 1969. Professor Tobin is
a former member of the Council of Economic Advisers under Presi-
dent Kenned.

Currently ro. Jacob Mensor of Columbia University, a professor
of economics at Columbia, has undertaken a very intense analysis of

*" p. 9it
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the project and he will be making a report to the American Economic
Association meeting this

In addition, GAO has looked into the experiment, as we are aware.
We feel that by subjecting the experiment to continued professional

exposure we have prevented any major problems in the project and
it has indeed been exposed to this type of analysis.

Now, with your permission I would like to turn to the charts and
if you will remove the first one, Fred, there are four topics I would
like to discuss.

(The chart follows:)

THE NEW JERSEY GRADUATED WORK INCENTIVES EXPERImENT --

* PUI POSE OF THE EXPERIMENT

* DIFFERENCES BETWEEN NEW JERSEY AND THE FAMILY
ASSISTANCE ACT

* DESIGN OF THE EXPERIMENT

* PRELIMINARY RESULTS OF THE EXPERIMENT

CHART 1

Mr. WILSON. The first is the purpose of the experiment, the second
is difference between the New Jersey experiment and the proposed
family assistance act; the third is the basic design of the experiment;
the fourth is the preliminary results which we have attained thus far.

The experiment is being conducted in four cities in New Jersey and
one in Pennsylvania. It was initiated in Trenton, N.J., in August of
1968. In Treiton it is now two-thirds completed. It was then intro-
duced into Paterson and Passaic, N.J., in February 1969, and it is
now one-half completed in those two cities. We then introduced it into
Jersey City NJ.,in June of 1969, and into Scranton, Pa., in September
of 1969, and in the latter two cities we are about one-third completed.

So it is occurrmg in five different cities. These are the only five that
will be includ-d in the experiment. It involves making payments to
1,859 families divided into families who receive payments totaling
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727, and a control group of 685 families who receive no payments and
against which we make comparisons of behavior among the experi-
mental families. So basically we have 1,800 families almost somewhat
equally divided into what we call an experimental group, those receiv-
lug payments, and the control group, those who do not.

The purpose of this experiment was to test the impact of a work
incentive program on urban employable male-headed families of
different ihc origins and low educational attainment. So it is an
urban experiment and it is predominantly male-headed families.

Senator Bx-Nu=r. The word is employable and not employed?
Mr. WLsoN. The word is employable. Ninety-two percent of them

were employed.
Senator JoRDAN. Predominantly male. Did you have any female-

headed families in the experiment V
Mr. WusoN. No, sir, predominantly male-headed.
Senator JOR AN. Altogether male?
Mr. Wilson. We had a few female, but the majority by far, well

over 90 percent were male-headed.
Why did we look at this group ?
The basic problem we are trying to address is: If you start making

work incentive payments to men who are employed or employable,
pretty much full time, will they reduce their work effort ? This is the
major question from a cost point of view.

We can fairly well cost out how much the cost would be to transfer
payments to female-headed families who are not working or to others
who are not working; but to those who are working, when you give
them an income transfer, how much will they reduce their work effort?
So for example, we could hypothesize that if we could offer an in-
dividual $50,000 of income in a year, he would probably substantially
reduce his work effort. We could reduce the income supplement
portion to $40,000 a year and indeed I would hypothesize he would still
substantially reduce his work effort. However, when you get down to
$3,000 a year or $2,000 or $1,000, will there he a decline in work effort
if you have a work incentive program I Will recipients significantly
reduce their work effort and thus increase the cost of a proposed pro-
gram such as the one we are running in New Jersey?

Trying to get answers to these questions dictates the characteristics
of the participants. They are 100 percent urban, 100 percent male-
headed families, 92 percent employed, 36 percent black, 36 percent
white, and 28 percent Spanish-speaking, and 61 percent did not
graduate from high school. These are the characteristics of the total
1,359 families that are contained in the experiment.

What is the difference between te family assistance plan and the
New Jersey experiment I

As the Secretary of Labor stated in his testimony, I think the main
features of the family assistance plan are listed on the left-hand side
of the chart.

(The chart follows:)
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A coHARISOH OF FAP. AND M JESEY

JIN FEATURES L- ?IEV JERSEY

WORK INCENTIVES X

INCCM ALTRW4CES X

WORK REQUIRENEN7S X

TRAINING AND EPLOYNENT PROGRAMS

CHILD CARE FOR WORKING M(YIIERS X

WORKING POOR ELIGIBLE FOR BENEFITS X X

UR X X

RURAL X

KO WORKING POOR ELIGIBLE FOR BENEFITS

CHAiT 2

Mr. Wuow. It entails a work incentive which exists in the family
assistance plan and is in the New Jersey experiment. By work incen-
tive, I mean that we have a tax rate or reduction in benefits less than
100 percent per dollar of earnings. In fact, in a minute I will point out
we have three different benefit reduction rates in New Jersey-30 per-
cent 50 percent and TO percent.

We make income allowances in New Jersey as also proposed in the
family assistance plan.

It is important to note there are no work requirements in New Jer-
sey. There are no training and employment programs nor child care
for working mothers in New Jersey. All of these, of course, are a very
integral part of the Family Assistance Plan. Thus we have no real
strong work requirements, training and employment programs, or
day care services in New Jersey such as those proposed in the family
assistance plan.

In New Jersey experiment makes payments to urban working poor
who are eligible for benefits. The family assistance plan also makes
payments to the working poor in the rural as well as urban areas and to
the nonworking poor eligible for benefits.

I think it is important we realize that the New Jersey experiment is
probably a cousin to the family assistance plan. It is not like a husband
and wife relationship. It is not an identical twin of the family assist-
ance plan. It indeed has the. four similar characteristics that I have
descrbed. It does not have the other characteristics that the family
assistance plan contains.

The next chart displays possible alternative work effort behavior.
(The chart follows:)
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ALTERNATIVE WORK EFFORT BEHAVIOR

EARNINGS
FROM
WORK
EFFORT

$100

$ so

0

SUPPLEMENTARY BENEFITS

CHART 3

Mr. Wnsow. The basic issue that we wanted to find out in the New
Jersey Experiment was whether the behavior of an individual receiving
benefits would be like Line "B," in which case the amount of work
effort as measured, say for example, by earnings, would not decline
with levels of supplementary benefits. if welook at Line "B," we
see if the supplementary benefits are $50 a week, the amount of earn-
ins as a measure work effort does not decline. If it is $100 a week, it
still does not decline if it is $150 a week it still does not decline. That
is one hypothesis ou can make.

ividual on the average in this Nation under a New Jersey
type work incentive program behave like B and not reduce his work
effort; or will be behavelike line A, which shows a $1 trade off in work
effort for every $1 of benefits received. In this latter case, if a man is
initially earning $100 a week, and then he comes under the New Jersey
type program and receives $50 a week, he will reduce his work effort
to $50 a week.

Now, of course, we know that each individual on an individual basis
cannot reduce his work effort in quite that pattern; but from a policy
point of view, the question is to what exteat is his work effort reduced?

What we want to find out was whether in reality these families
behaved in between line A and B. In other words, was there a 10-per-
cent reduction in work effort for a dollar transfer of income, or was
it 12 percent ? We didn't know and no one else did. To get information
on thins we tested-are testing--eight different programs.

( he chart follows:)
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EXPERIMENTAL GROUPS

BENEFITS AS 125

A PERCENT
S

OF POVERTY 100

LINE

X 1 75

X X 50

25

307. 507. 707. 0

REDUCTION IN BENEFITS '6 OTHER INCOME RISES

C11AT 4

Mr. WmsoN. All of these programs are quite similar in the fact that
they contain a work incentive and an income supplement. They differ
in degree, only with respect to the level of benefits and the benefit
reduction rate. So, for example, on a 80-percent benefit reduction
rate, we reduced the benefits 30 percent for every dollar of
We have four guarantee levels; 50 percent of the poverty level, 75
percent of the poverty level, 100 percent of the poverty level, and 125
percent of the poverty level.

Under our 50 percent benefit reduction rate we have a 50-percent,
75-percent, 100-percent, 125-percent guarantee level, as you see, and
under the 70-percent tax rate, 75- and 100-percent guarantee level.

The idea is that we wanted to test a wide range of alternative differ-
ent programs that are very similar in their-basic nature; that is,
work incentives plus income supplements.

Wb want to be able to determine if there was a difference in be-
havior between a person under, say, a plan with a 50-percent tax rate
and 50-percent guarantee level as opposed to 100-percent guarantee
level and 50-percent tax rate. _

In the data that has been provided to this committee and to Con-
gres, we have tried to measure work effort by looking at a person's
change i income, weekly income measured in the same way that we do
for the Bureau of Labor Statistics and the Bureau of Census.

We go around and survey the people who are participating in this
experiment every 8 months. We obtain an amazing amount of data
in this fashion. Among many other questions, we ask them what their
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weekly earnings were for the previous week. In this manner, we can
compare initial weekly earnings with current weekly earnings, using
for example, $25 income categories.

gASUREIV OF WW EFFOr

CURRENT WEEKXX XARNIO

0 $1-21 2J-50 1-75 76-100- 201-2 126-150 1514-

INITIAL $ 1-25 x xX

EARNINGS 26-50 x

51-75 INCREASE

76-100 
0

101-125

DECREASE

126-156

CHANGE

CHART 5

Mr. Wuso. If an individual family's income remains in the same
c oj for both periods, he will be checked along the no change line
in the rt, say $51 to $75 for both periods. If he jumps a category,
say f rm $1 to $25 up to $26 to $50, his work effort will be considered
as having increased, and vice versa. So keep in mind we are talking
about weekly earnings, and we calculate it this way for data which
has already been presented and which I will be presenting today. I
repeat that this is the same procedure used by the Bureau of Labor
S tatietics and the Bureau of the Census. We use other mathematical
techniques to ascertain if there is indeed a statistically significant
difference in behavior between those who are receiving benefits and
those who are not.

We have already presented, at the request of Senator Williamq.
to Senator Williams and to the committee the basic data on which
our finding " were made. This volume contains, for each of 500 families,
their initial weekly earnings and their current weekly earnings, in
addition to other information on their occupation and industry. I
think indeed 494 families.
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Senator WILAMS. May I interrupt I That was furnished in re-
sponse to a request filed with your Department. on April 20. We
got it last night. I appreciated your getting it to us even though it
only came the day before you got here.

Mr. Wnsoba. Yes, sir.
Senator WLAMs. I haven't had a chance to analyze it yet so I

won't comment on it at this point.
Mr. WiLsow. You can take that data and run the same type of

analysis that we ran there. You have the same data and you can
say you don't like the $25 interval, you want to use a different inter-
val, a $10 interval, $15 interval, if this is your measure in change of
work effort.

If you look at this data and use a $15 change in income, you will
find that income increased for 33.7 percent of the families in the
control group not receiving benefits, as compared to increases for 44.2
percent of the families who received benefits. So the data has been
made available on which we based these findings, the basic data that
was used in different ways.

By counting up the number of families in the experimental and
control groups whose incomes increased, did not change and declined,
you get the type of figures shown in the next chart.

(The chart follows:)

ACTUAL WORK EFFORT BEHAVIOR

CONTROL EXPERIMENTAL

PERCENT OFFAMILIES WHOSE:*

EARNINGS INCREASEl 31 43

EARNINGS DID NOT CHANGE 25 19

EARNINGS DECLINED 44 38

*BASED ON DATA FROM 493 FAMILIES

CHART 6

Mr. WasoN. We found that-based on 493 families for which we
had data, 31 percent of tie families in the control group receiving
no payments had earnings increases as compared to 43 percent in the
experimental group.

44"27-70-pt. 2---34
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What I would submit to you is that those figures are effectively
identical and that we have observed no decline on the average in work
effort among those who have been receiving benefits in the New Jersey
experiment.

We have not picked up any precipitous decline in work effort.
That is the major crux of our findings. In other words, there is not
a 10-percent decline or 50-percent decline or 80-percent decline, which
would mean your cost estimates would be much greater. If we had
found that type of a decline, it means we would have had to adjust
upward our cost estimates for the family assistance plan.

We also made some surveys. In fact we have been collecting data,
we are collecting data and information amounting to about 3,000
questions per family through the duration of the experiment. Some
of the questions that we have answers to concern the attitude of
low-income persons toward work.

(The chart follows:)

ATTITUDES TOU:ARD WORK

I

* ASPIRE FOR A BETTER JOB 65%

* WOULD MOVE TO ANOTHER CITY FOR A GOOD JOB 567.

* WOULD TAKE TRAINING WITH PAY CUT TO GET
BETTER JOB 55%

* WOULD WORK TWO JOBS 607.

JOB STABILITY IS TWICE AS IMPORTANT AS ANY OTHER ASPECT OF JOB

LOW INCOME PEOPLE ARE STRONGLY WORK MOTIVATED

CHAzT 7

Mr. Wmeox. In fact, we found that they indeed want to work.
They aspire for a better job. They would move to another city for a
good job. Indeed after one interviewing session we had a man in
Paterson NJJ., who showed up the next day at our neighborhood
office wit his suitcase packed and said, "I am here to accept that job
in the other city." So hideed we think they are quite serious. You look
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at all of this data overall and you find that these people definitely do
want to work. They would be willing to work two jobs and it is
interesting to note they feel job stability is twice as important as wages,
type of employment or any else.

If these figures are approximately correct, and I emphasize again
they are preliminary, but they are the best data that I kiiow of that is
currently available--if we decide that they provide rational informa-
tion upon which to base a decision there are other questions we may
ask. For example, what. will the people do with the income they re-
ceive? We try to get answers to this, and we find that the people
who receive the income supplement payments will reduce their bor-
rowing; that is, they will buy less on time and will pay back more
of what they have borrowed.

(The chart follows:)

CHANGE IN BORROWING BEHAVIOR

CONTROL EXPERIMENTAL

BORROWING INCREASED 53% 40%

NO CHANGE IN BORROWING 29% 36%

BORROWING DECLINED 18% 247

CHAnT 8

Mr. Wsox. Of those families in the control group, 53 percent
increased their borrowing as compared to 40 percent in the experi-
mental group, those receiving benefits. There was no chaugwe in net
borrowing for 29 percent of the control group families, 36 in the
experintal group families Borrowing declined, as you see, for 18
p t in the control and 24 percent in the experimental groups. So
once these income transfers were made, the recipients did not reduce
their work effort; it went into consumption and reduction of borrow-

Ii. the consumption area, we waand to find out if they made major
purnhas _and, i o, the nature of these purchases.

(The char flowss)
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MAJOR CONSUMER PURCHASES

PERCENT OF FAMILIES WHO
PURCHASED GIVEN ITEMS

PURCHASES CONTROL EXPERIMENTAL

FURNITURE 4.8 9.6

TV 9.7 12.2

OTHER MAJOR APPLIANCES 6.2 8.0

OTHER 10.3 10.7

CHART 9

Mr. WILSON. We found that the experimental families increased
their purchases of furniture. This was predominantly among the
younger families. The older families increased their purchases of
other major appliances. They increased their purchases of TV sets and
they were about the same in other major consumer purchases such
as clothing, sporting goods equipment, and similar type items.

The (CiAIRMAN. If m ght interrupt because I came in while the
statement was going on. Would you mind explaining what is the dif-
ference between your control group and your experimental group
for your study? What is the point? Was the control what you antici-
pated or what is the difference?

Mr. WnusoN. No, sir, Mr. Chairman, what we are trying to do is
that we had to set up a group of families who did not receive the
supplementary benefits as we had designed them in New Jersey. Then
we observed their behavior. To the experimental families we made
payments, income supplement with the work incentive. We observed
their behavior and we are observing their behavior now. Then we
compare the behavior between the control and experimental families.
What we did is, we tried to match those families as closely as possible
on social and economic criteria. Keep the two groups as closely
matched as possible, and then our hypothesis is that the major differ-
ence is that to the one group we are making payments, to the other
we are not. Then, by comparing their behavior patterns, we can assess
the impact of the transfer payments. The families may have access
to public welfare or may be receiving Veteran's benefits, but those in
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the experimental group receive payments and those in the control
group do not.

The control is the basis for your comparisons.
The CHAIRMAN. I see. Thank you.
Mr. WusoN. When you are contemplating you want to see what the

major of this difference is.
The CHA IRAN. So of those that were receiving this help, there were

twice as many families that purchased furniture and 25 percent more
purchased televisionI

Mr. WmsoN. That is right.
The CAMRMAN. Go ahead.
Mr. WlsoN. The final item that we wanted to look at was how

much it would cost to administer a family assistance type of program;
that is, the type of program we are running in New Jersey with the
two elements that we are talking about.

(The chart follows:)

ESTIMATED ADMINISTRATIVE COSTS

CATEGORY ANNUAL COST PER FAMILY

1. FIELD OFFICE OPERATIONS $23.00 to $29.00

2. GENERAL ADMINISTRATION $36.00 to $48.00

3. SUPPLIES AND SERVICES $13.00 to $19.00

TOTAL ANNUAL COST PER FAMILY $72.00 to $96.00

CHAWR 10

Mr. Wusox. These cost estimates exclude the work requirements,
the registration for work, day care facilities-all of the services as-
sociated with the family assistance plan. All we are talking about is
the cost, associated with making the payments and actually conducting
this income supplementation portion of the program.

In this connection, we have very good figures for over 33 months of
aggregate data in all of our offices down to such fine detail that we can
estimate what types of telephone calls will be made in connection with
obtaining information you need, such as changes in families size and
eligibility and whether a family is receiving correct payments. We col-
lect data every month. We require the families simply to mail in a
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form that lists their earnings, their income, their changes in family
size; the basic information that we need to calculate the benefit pay-
mens every month. The families also mail in their payroll stubs so we

--clrii audit and insure that they are receiving the earnings that they
stato they are receiving.

Basically, you will have cost involving field office operation, gen-
eral administration, and supplies and services. We can provide de-
tailed information on what is included in each of these categories.
Our total estimated cost is between 72 and 96 dollars per family per
year to administer a New Jersey type program, as compared to our
estimated costs under the present welfare system, AFDC and AFDC-
UP, where the administrative cost excluding social services is ap-
proximately $200 to $300 per family per year. Of course, the basic
difference is that in New jersey we follow the principle used by the
Internal Revenue Service, where the individual families report the
necessary data. We have to have their payroll stubs for audit purposes.
We use it to verify income reports, but we don't have to have a social
welfare worker go out and verify and assess whether the person is
eligible or not as is the case with the presemt welfare system.

The CHAR AN. If I might ask you one question. The Internal
Revenue people spotcheck about 20 percent. Do you seek to check
them all or 20 percent as they do?

Mr. WILson. No; we require the families to submit all of their
payroll stubs so we are checking against the reported earnings.

Senator BMN~rr. Checking every family in the experiment?
Mr. WnisoN. In the experiments 1 group. We also check their W-2

forms at the end of the year. So in making payments we get all of
that we can possibly get.

Mr. Chairman and members of the committee, that completes my
testimony and description of the experiment. I will be delighted to
answer any questions.

(Mr. Wilon's prepared statement with an attachment, follows.
Hearing continues on page 925.)

PREPARED STATEMENT OF JOHN OLIVE WILSON, DIRECTOR, OFFICE OF PLANNING,
RISEAzoH AND EVALUATION, OFFICE OF EcoNoMIc OPPORTUNITY

Mr. Chairman, and members of the Committee, thank you for the opportunity
to appear before the Committee today to describe the "Urban Graduated Work
Incentive Experiment" or the "New Jersey Experiment" as It is conimonly
referred to. This experiment Involves the transfer of cash payments to urban,
male-headed families to determine whether the recipients will reduce their
work effort when they receive such payments. The experiment was designed
In 1968 and the first payments began in Trenton, New Jersey, on a pilot basis
In August, 1968. While the experiment is different in many ways from the
Family Assistance Act, I believe that there Is information in the experiment
that can be useful to this Committee. I would emphasize, however, that the
experiment will not be completed until 1972, and, therefore, that data available
at this point must be considered preliminary.

I would like to discuss three basic aspects of the experiment:
First, a description of the nature of the experiment-who Is Included in the

project, what are the variouss benefit levels and at what rate are the payments
reduced with additional Income, and what type of Inforniatfor is bel,- collected?

Second, how the experiment is similar to and different from the Proposed
Family Amitnc* Plan?

Third, what has been learned from the preliminary data that might be useful
in the discussion concerning the PTqposed Family Assistance Plan?
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The Work Incentive Experiment is being conducted by the Office of Fconomle
Opportunity in cooperation with the Institute for Research on Poverty at the
University of Wisconsin, as prime contractor, and MATHEMATICA, Inc., a
New Jersey research firm under a subcontract with the University. It is designed
to test the effects of income assistance on the work incentive of urban, male-
headed families All the male heads of the families are between the ages of
18 and 8

The experiment includes 1,3 families in Trenton, Passaic, Paterson, and
Jersey City, New Jersey, and Scranton, Pennsylvania. Half of the families are
assigned to a control group -receiving no income payments. The other half of
the families are receiving income payments. A family who is receiving payments
is assigned to one of eight different programs, each program having a different
payment level and a different benefit reduction rate. The payment levels are
50, 75, 100, or 125 percent of the poverty level which, for purposes of this
experiment, is $3,300 per year for a family of four. These payments are reduced
at rates of 30, 50, or 70 percent as other Income increases.

Payments, which will continue for three years, were begun between August,
1968, and October, 1969. The magnitude of work involved in finding and enrolling
the families required that the experimental sites be started one at a time. Pay-
ments were begun in Trenton in August, 1968. Paterson and Passaic did not
begin operation until January, 1969, followed by Jersey City In July and Scran-
ton in October of 1969.

The control families, as well as the experimental families, can avail them-
selves of ordinary welfare and other benefits provided by the State or federal
program The experimental families, however, are prohibited from receiving
benefits froa the experimental program if they receive traditional welfare
payments.

Every four weeks the expertmental families are required to report their income
and any changes in family size. The benefit calculation Is made, and if a benefit
Is due, it is mailed to the family in two bi-weekly installments. All of the fam-
iles are interviewed every three months; and the data collected in this way
(being comparable between control and experimental families) is the basis fVr
comparioas and analysis.

The families have been promised anonymity; they have also been promised
that, so long as they report their income to us accurately and on time, they will
remain eligi~e for payments based on their income for a three-year period.

In addition to overall work effort response to the income maintenance pay-
ments, this experiment Is asesng differences in responses to the various levels
of assistance and different tax rates Administrative costs for such a program
as the Family Assistance Program also are being examined, as are various be-
havioral responses such as spending behavior, children's school effort, borrowing
behavior, family stability and birth rates, leisure time activities, and attitudes
toward work

Several important differences between the New Jersey experiment and the
Family Assistance Act, as shown in Table I, should be kept in mind. First, the
New Jersey experiment contains ro requirement that participants accept work
training or a Job to receive benefits. The proposed Family Assistance Act requires
that participants accept work training and Jobs when available. Second, the
New Jersey experiment does not provide extensive day care facilities. Such
facilities, designed to enable mothers with young children to accept employment,
are an integral Tart 5,1 Lie proposed Act. Third, the New Jersey experiment in-
volves only male-beaded, urban fa!mnU'eo, where the male Is between the ages of
18 and 58 and ii capable of working (that I, uot physically disabled). The
proposed Act woald be applicable to all low income families with children: male
or female beaded, urban or rural, working age or e ,ed, physically fit or die.
abled.

The New Jersey exjorment, however, is similar to the Family Assistance
Act in the provision of Income allowances and extension ,gf benefits to the work-
Iug poor. Of partfeular ItrAportance is the inclusion of world !ncentives: as a fam-
fly's earnings increase, its benefit. are reduced by less than a comparable amount
Thus, although su plmentary payments are reduced as other income Increases,
the experiment and the proposed Act are both carefully designed to ensure that
the earning of Income always profits rather than penalizes the beneficiary.
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TABLE I,-PRELIMINARY DATA, A COMPARISON OF FAP AND NEW JERSEY

Main fdte FAP New Jersey

Work OtiW-- .............................---------------- ----------------- X X
Immeallowaces ...........................................................- X X
Work requirements ------------------------------------------------------------- X ..............
Training nd mploymnt prorams ............................................... X------------
C h Id w e for w ¢k nn = 2r ................................................... x .r r.m.........
Werkdta poor ellible for benefits --------------------------------------------- X

Urban ------------------------------------------- --------------------- X X
Rural -------------------------------------------------------- -X -------

Nonworking opce *gibl t or benefit ---------------------------------------------- X ..............

The addition of work requirements, training and employment opportunities,
and child care to enable mothers to work as proposed in the Family Assistance
Act would be expected to have a positive effect on work incentive. Therefore,
in my view, the preliminary results probably give a conservative estimate of
the trends that could be expected were all elements of the Family Assistance
Act implemented.

Interim data from 800 to 500 of the families participating In the experiment
in Trenton, Passaic, and Paterson were analyzed to provide information on
three questions:

How is work inc-ntive affected by supplementary aslstance payments?
How does such assistance affect the spending behavior of the beneficiaries?
What are the estimated administrative costs of the proposed Family As-

sistance Program?

The most Important issue that is being addressed in the study is whether the
recipients of income allowances under a program that provides work incentives
would reduce their work effort to a greater extent than they would under the
present system of welfare. The impact of welfare reform on work effort is both
crucial and poorly understood. If earned income goes down, the actual bene-
fits paid out will increase. This will raise the cost of the program above the
levels projected on the assumption of no change in work effort. It is therefore
Important to determine whether there illl be any precipitous decline in work
effort if the present welfare system ik replaced with the Family Assistance
Plan.

The study is designed to determine whether the experimental group receiving
benefits reduces their work effort, and thus their earnings, significantly below
the control group receiving no payments. Families Jn each group are closely
matched on the basis of social and economic characteristics and they face, the
same opportunities for employmenL To the extent that is possible in a social
science experiment, the only difference between the two groups is that one Is
receiving income allowances and the other is not. The following table indicates
the type of information that was used in matching the control and experimental
groups.

TABLE If.-PIRELIMINARY DATA, MATCHING OF CONTROL AND EXPERIMENTAL GROUPS IN TRENTON, PATERSON
AND PASSAIC

Exprimental Control

Racial dietfibtien:
Stack . . . . . . . . . . . ..----------------------------------------------------- 44.6 47.5
White ----------------------------------------------------------------- 1 &0 12.0
Spanish ---------------------------------------------------------------- 4 2.0 40.0

Man yea of schol anpleted .............................................. 7.96 7.46
F-mill IWemployed at enrollment:YUs ............................................................. 89.0 93.7

No ----------------------------------------------------- --------------- 11.0 6.3
men ff sz at ero.fln-t . . ..---------------------------------------- &.92 5.S4

fym* earnings &e predingenrlnt ----------------------------- 5 4,001 $4,008

Our preliminary data have been compiled to show the percent of families in
each of these two groups whose weekly earnings increased, did not change, or
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decreased, The evidence does not suggest that families in the experimental group
displayed a significant decrease in work effort as compared to thoge in the con-
trol group. Results are presented In Table III:

TABLE Ill--PRELIMINARY DATA

Control Experimental

Imet f families w e :
Earnings iW eased ...................................................... 31 43
Eanhlp did not cange ................................................. 25 19
Earnings edined----------------------------------------------------------439

Nohe-i year date In Trenton and 9-month data in Paterson and Passaic. Nonresponses analyzed to add in 0 incomes.
Families required to move out of interval $15 wide to show increase or decrease. Number of families equal 492.

The prelminary evidence that is avAilable suggests that there will be uo decline
in work effort.

Furthermore, interviews with participants indicate that the low-Income individ-
ual is strongly motivated toward work. As shown in Table IV, the majority
indicated that they aspire for a better job and are willing to move to another city
or take training even if It meant a pay cut in order to get that better job. The
majority also Indicated that they are willing to work two jobs to support their
families. Of all the factors influencing work choice, Job security was ranked twice
as high by participants as any other job factor, including wages, working condi-
tions, or Job interest.

TABE IV.-PEUMINARY DATA ATTITUDES TOWARD WORK

Percent

Aeoo kfoabr s bette-r .65
Wuldmove toenot city for$ good job-...---------.-------- ------- _-------------------- 56
Weuld tat teinWg wMt pay at to get better job -------------- ------------------------ ------ 55
Wesid vWk tweo lft._.-----------I-------------------------------------------- ------ 60J6 etablty is twice a important as any othe aspect of job ......................................................

Noe.-Low mom people are strongy work motivated.

Thi raise the question: How do beneficiaries' behavior patterns change as
their Incomes Increase? They seem to borrow less and to purchase more durablegoods.

Table V shows that to date the experimental group has borrowed less while
receiving supplementary assistance payments than has the control group, which,
of course, receives no supplementary assistance.

Only 40 percent of those In the experimental group increased their borrow-
ing, compared to 53 percent of those in the control group. Meanwhile, 24 percent
of those in the experimental group actually borrowed less, as compared to only
18 percent of the control group,

This could Indctte that those in the experimental group are paying back
loans to a greater degree and buying Items on time less than their control
counterparts who are not receiving payments.

TABLE V.--PRELIMiNARY DATA--CHANGES IN BORROWING BEHAVIOR

Control Experimental

_ Increased .................................... ............. 53 40

Table VI indicates that the supplementary assistance payments not only
bep~d to experimental group to borrow les, but also allowed those families
t make se malor pucises
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Twice as many families In the experimental group purchased furniture as
did famfllei In the control group, while purchases of television sets and other
major applcance also Increased in the experimental group.

The preliminary data Indicate that furniture dominated purchases among
younger families, while major appliances were the most frequent choice of older
families.

TABLE VI.-PRELIMINARY DATA. MAJOR CONSUMER PURCHASES, PERCENT OF FAMILIES WHO PURCHASED GIVEN
TIME

Purch&aM Control Experimental

Fumlbre ---------------------------------------------------------------------- 4.8 9.6
TV ...................................................................... 9.7 12.2
Other maicr appliances .......................................................... 6.2 8.0
Othur .......................................................................... 10.3 10.7

Preliminary estimates on administrative costs of the proposed Family Assist-
ance Program based on similar costs in the New Jersey experiment are reflected
in Table VII.

These costs are relatively low because the Family Assistance Program would
be virtually self-administering. After an initial personal contact, approximately
one-half of the beneficiaries can be expected to fill out and file their reporting
forms with no additional help. An additional .30 to 40 percent can be expected
to complete the necessary reporting following a second or third contact. The
rem inder will probably require regular supervision.

The estmated costs include the submission of monthly reports on family
siae, earnings, and other sources of income. The benefits could be adjusted each
month with benefit payments made every two weeks

The estimated total cost per family for this type of administration is $72 to
$96 per year, exclusive of work training and day care costs. This figure com-
i areas to the estimated cost of $200 to $300 per family per year for the existing
welfare system, also excluding the costs of training and services.

TABLE VII.-PRELIMINARY DATA-ESTIMATED ADMINISTRATIVE COSTS

Annual cost pr family

CaeW From- To-

.Fled ofi onmtons ........................................................ $23.00 $29. 00
lnr tresm reipents.

Assistance n Slin locome report forms.
Follow-up on addms changes.

2. of to the central ofce.
2. Gomm ltrat- -- ........................................................ X00 4.00

Payment cebilatlons.
Check writing and mattng
Audt
Appeals procedure
Generl supelon and program review.

supplies a" se me -- . . .. .--------------- 13.00 19.00
Forma; sd do" suppl.es.
Postals
comuter time.
Oice rentals end equipment

Total annual ot per family .............................................. 72.00 96.00

CONCLUSIONS

The New Jersey experiment was designed to provide evidence about the effects
such a program would have for the person It Is designed to assist, give realistic
cost estimates, and offer suggestions for implementation.

We believe the preliminary data suggest that fears that a Family Assistance
Program could result In extreme, unusual, or unanticipated responses are
unfounded-

Furthermore, we believe the preliminary data from the New Jersey project
indicate that:
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1. There Is no evidence from the preliminary data that work effort had
declined among those receiving income support payments.

2. Low-income families receiving supplementary benefits tend to reduce
borrowing, buy fewer Items on credit, and purchase more of such consumer
goods as furniture and appliances.

3. A Family Assistance Program, excluding the Day Care Program and
Work Training provisions, could be administered at an estimated annual
cost per family of between $2 and $96. Similar costs for the current welfare
system run between $200 and $800 annually per family.

'TH OFICE 0 EoONOMIC OPPORTUNITY'S REPLY TO THE UNrIED STATES GENERAL
ACCOUNTING OFFCE JUNE 1970 REPORT ENTITLED PRELIMINARYY COMMENTS ON
THE NEW JERSEY GRADUATED WORK INCENTIVE EXPERIMENT"

The General Accounting Office has recently Issued a report entitled, "Prelimi-
nary Comments on the New Jersey Graduated Work Incentive Experiment." On
May 31, 1970, the Institute for Research on Poverty at the University of Wis-
consin published a Discussion Paper entitled, "Adjusted and Extended Prelimi-
nary Results from the Urban Graduated Work Incentive Experiment." Both of
these statements bear directly upon the Office of Economic Opportunity's report,
"Preliminary Results from the New Jersey Graduated Work Incentive Experi-
ment" Issued February 18,1970.

After careful and thorough review of our initial publication, the GAO critique,
and the detailed methodological presentation by the Poverty Institute at Wiscon-
sin, we remain fully convinced of the validity of the basic findings set forth in
-our Preliminary Report. The central conclusion which bears directly upon policy
considerations remains unqualified and unaltered:

"There is no evidence that work effort has declined among those receiving
payments."

The GAO has raised a variety of Rpecifle questions about OEO's preliminary
report. Responses to the main points of their commentary are as follows:

I. Much of the GAO report Is directed at allegedly insufficient qualifications of
-conclusions drawn in the OEO report. Several general comments are in order:

-The OEO preliminary report was deliberately brief-a detailed statisti-
cal analysis did not seem appropriate for purposes of general distribution.
A detailed backup statement has now been prepared and Is available on
request.

-- Statements in the OEO report are appropriately qualified. The verb
to ftfoest is used repeatedly in preference to verbs such as to pove or to
establish. The report Itself is labelled "Preliminary," and this term is used
throughout.

-The OEO report makes clear that the stated findings are based on ap-
proximately one year's experience, and that the duration of the experiment
Is to be three years.

-At present, there is no evidence of declining work effort on the part of
payments recipients. In the OEO report of February, 1970, Chart V indi-
cates this fact in absolute terms; Chart IV substantiates this fact through
comparison with control group behavior. At -to point does the OEO pre-
liminary report assert that this trend will continue Indefinitely; by the same
token, there Is no evidence that this trend will be significantly altered in
the future. Each observer is free to make his own conjecture; only time will
provide the answer. At present, the OEO Preliminary Report provides the
best and only available data.

-Despite claims to the contrary, GAO's own attempted analysis of our
initial data does not, in any way, qualify or contradict these assertions.

II. The GAO report correctly points out that Chart II of the ORO report,
(7hraoterietfos of Families +n the Euperiment, ought to have provided the char-
acteristics of families on which the report was based, broken down into experi-
mental and control groups. GAO's report provides this information:

-GAO suggests no evidence indicating that this error misleads the reader
into unfounded acceptance of ORO's substantive findings. Indeed, GAO's own
figures reveal a remarkably accurate matching of the control and experi-
mental groups. If anything, this fact reenforces our initial claims.

III, Chart IV of the February report Is the prinepal piece of evidence on which
attention has been focused. The GAO report attempts to discredit this table with
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two undisputed facts. For the following reasons, it Is apparent that these two.
tacts are irrelevant to the substance of Chart IV :

--GAO points out that the chart Is based on only 318 families. The 191
(37%) which were not included were mainly of two kinds: (a) families
that had dropped out of the program and could no longer be interviewed, and
(b) interviews that provided Incomplete information on Income. When the
Initial OiDO report was being compiled, we produced a table similar to the
actual Chart IV, which recovered most of the 191 cases by making the
plausible assumption that the missing Incomes were zero unless there was
evidence of work. This table showed a more pronounced (and statistically
significant) indication of higher work effort by experimental families. The
table we used was chosen primarily because It showed a less marked con-
trast and was more consistent with our Intentions to maintain very tentative
tone with regard to ftMreasae in work effort. Subsequent extension of this
work has justified our caution with regard to Income Increases, but It has
found no essential error in the analysis of the data available at that time.

The size of the attrition Is not important to this analysis unless It is pre-
sumed that a sharp disincentive has been obscured by that attrition. For
such to' be the case, the experimental families missing from the fourth
quarterly survey would have to have experienced significantly more income
reverses than those that remained in the sample. As a consequence their
benefit level would have increased (because their earnings decreased). It
seems unlikely that large numbers of families would abandon the very pay-
ments which led them (if there was a disincentive effect) to reduce theirearnings

-The second fact is that data were pooled from Trenton and Paterson-
Passaic to produce Chart IV. The Items being pooled were Income changes
following enrollment in the Graduated Work Incentive Program. For Tren-
tWn tlese changes referred to a twelve-month interval starting in August
1968; and for Paterson-Passle the changes derived from a nine-month
interval starting in January 1969. Parallel changes for control families were
measured in both title Given the self-evident crudeness of the tabular
analysis, the pooling of changes following a specific treatment violates no
convention of "good statistical practice" that is generally recognized, even
If they do derive from different cities and slightly different time intervals.
In any cae, the resolution clearly lies In an examination of separate tables
for the two cities rather than in a blanket condemnation. Clearly, if one city
is less favorable, the other oe must be more so. Cerainly the pooling opera-
tion is more conservative than selective emphasis on results for any fraction
of the available data.

In short, these two facts do not Justify dismissal of the evidence.
IV. The GAO criticizes Chart V of the 0110 report for several reasons. The

two most significant are: first, that It refers solely to the experimental group,
not to the control group; and second, that it should have been presented for each
city, broken down by the earned income strata of recipients (In the experiment,
we have classified families according to whether their incomes at the start were
below the poverty line, up to 25% over the poverty line, or between 25% and 50%
over the poverty line.)

-The GAO Is correct in asserting that It would be most desirable to pro-
vide comparable charts for the control group. However, the experiment
was not designed to collect income data from the control group on a bi-
weekly basis, since it was imperative to minimize contact with this group,
in order to avoid biasing their behavior. Income has been collected from
control group participants on a quarterly basis, and the plotting of income-
trends for this group will have to await the accumulation of more data.

At the same time, Chart V by Itself is quite significant in that it reveals no,
precipitous decline In the absolute income levels of those receiving transfer
payments. Many observers had expressed fears that a guaranteed payment
system would cause recipients to quit work entirely and go completely on the
doles; Chart V Indicates that this has not thus far occurred.

Chart IV compared the behavior of the control and experimental groups,
thus providing Information regarding relative behavior patterns. Chart V
was Intended to reveal any dramatic shifts in absolute behavior on the part
of income recipients.

-As GAO adgests, It would, be possible to prepare a variety of graphs on
the order of Chart V, using income strata or other groupings for each of the
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cities. GAO's report performs precisely this task. We determined, and the
charts prepared by GAO confirm, that all such plotting reveal essentially
the rame finding: there has been no significant change in the earning pat.
terns of payments recipientsL Since no additional insight was afforded by their
inclusion, we chose to omit the large number of possible subeharts.

V. Finally, the GAO asserts that the New Jersey Experiment is testing a variety
of different plans, involving several tax rates and several benefit levels They
suggest that recipient behavior patterns may eventually vary according to which
plan is being considered, and that conclusions which do not make such a differ-
entiation are "premature" and "could be misleading."

-The ONO report explicitly states the fact that there are a group of
alternative plans. It Indicates, on page 25, that the experiment was speclfl-
cally designed so as to test various approaches and make differential assess-
ments as to their Impacts. We intend to analyze the data for potentially
meaningful variances, once sufficient data is available. Thus far, however,
the effects of the various plans on individual work patterns have not dif-
fered In a statistically significant fashion. Therefore, it has not been news-
sary to differentiate the results by benefit level and tax rate.

At a more basic level, the plans differ among themselves only in degree,
while they are all alike in their fundamental difference from the present
welfare system. That is, they all provide a floor on family income levels
and all reduce benefits by some proportion of earned Income. On this basis,
and in the absence of markedly different effects of the various alternative
plans, it is reasonable to lump them together in order to address the basic
question of whether an income maintenance scheme will cause large num-
bers of recipients to stop working and retreat onto the doles, At present, all
available evidence Indicates that this will not be the case.

The CHAn AN. We would like to hear what the GAO reaction to
this matter was so we could get their thoughts on the subject. I suggest
you let Mr. Marvin have the witness seat long enough to present his
statement, and then we will call you back to the stand, please.

Mr. Marvin, if you have some of your associates here you can seat
them as you like to.

:ftZ&TEMEZT OF KEITH K. XARVIN, ASSOCIATE DIRECTOR, OFFICE
OF POLICY AND SPECIAL STUDIES GENERAL ACCOUNTING
OFFICE, ACOOXPANIED BY 7AES CALDWELL SUPERVISORY
AUDITOR, PHILADELPHIA REGIONAL OFFICE; ROBERT D. ZONES,
STAFF XEXBER, OFFICE OF POLICY AND SPECIAL STUDIES

The CHAIRMAN. You may proceed.
Mr. MARvIN. Mr. Chairman, I 'have with me two associates from the

General Accounting Office, Robert Jones, on my right, from the staff
of Office of Policy and Special Studies, the same office that I represent,
:and James Caldwell, from our Philadelphia regional office on my left.

GAO PRELIMINARY FwNDING8 ON -,L NEW JERSEY EXPERIMENT

We welcome the opportunity to present our preliminary findings
and conclusions based on the information which has been made avail-
able to us from the New Jersey graduate work incentive experiment.
We have furnished to the committee and to the Office of Economic
Opportunity a paper prepared by the staff members of the General
AccountingOffice who have worked on this review. Our statement
summarizes the highlights of that preliminary report.

First, I would like to provide the committee with some background
:as to our reasons for performing a review of a social experiment which
does not as yet reMest an o _ ing Federal program. This has been
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an experimental review designed to test ways in which the General
Accounting Office can provide improved information of use to the
Congress in its consideration of new program proposals. This role for
the GAO was discussed at length by the Comptroller General in his
testimony before the Subcommittee on Executive Reorganization of
the Senate Committee on Government Operations on September 16,
1969.

Briefly, we "'lieve we can assist the Congress in its consideration of
new programs by helping to determine whether adequate analyses
were made of the alternatives. Demonstration programs are designed
to test alternatives to existing programs. In the case of social programs,
demonstrations of new methods will normally require several years of
testing.

In our summary report in March 1969 on the review of economic
opportunity programs we devoted one chapter to the shortcomings
of past evaluations and to our criteria for adequate evaluation, includ-
ing the evaluation of research and demonstration projects. In our
review of these programs we found that much of the data which had
been collected in the agency's files, partly for purposes of evaluation,
was complete and unreliable. We also found that there was no way
in which the accuracy of such information could be improved many
months after the data had been accumulated.

We believe that we must review long-term demonstrations while
they am in progress if we are to be in the best position to adequately
assess their -resuts and to develop subsequently any additional infor-
mation needed in making use of them. This should make it possible for
us to provide information to the Congress or its committees which
might be useful during the course of such studies, such as in this
instance.

We also believe that we must make an early assessment of the meth-
odology of the study itself so that we will have time to gather and
analyze any supplementary information to be presented along with
our assmement of the agency's study at the time it is made available
to thid Congress. Since our resources for this work are still limited
we have to be very selective as to which studies we will attempt to
monitor in this manner.

Since the New Jersey experiment was planned to run for approxi-
mately 3 years we considered how we could best make use of the re-
poted results of the study either at the end or at the time of any in-
teriim reports which might be issued. We chose the New Jersey experi-
ment as a high priority study as a result of the President's address on
domestic programs in Aups 1969 in which he proposed to abolish
the program of aid to families with dependent children and establish
a family assistance plan.

We began our pl-anning f r this review in early 1970 anticipating
that we would report on the work sometime in 1971 covering the broad
scope which I have already discussed for this work in general. How-
ever, when a report on the" preliminary results of the experiment was
published on February 18, 19'70, by the Office of Economic Opportu-
nity, it appeared to us that in order to be of most assistance to the
committee at this time we should concentrate our efforts on assessing
the support for the conclusions which were contained in the OEO
report,
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After preliminary contacts with OEO and OEO's contractors, we
gan work on April 13, 1970, at the offices of Mathematics, Inc.,

where most of the material supporting the OEO report is maintained.
As an accommodation to the views expressed by OEO and OEO's con-
tractors concerning the preliminary and experimental nature of the
work, we have to date not insisted ;n access to the complete data base
accumulated during the experiment, and we have tested certain of the
data presented in the report by means of a sampling procedure which
we devised.

The paper our staff prepared and furnished to the committee brings
out a number of facts not stated in the OEO report which we believe
bear on its usefulness. Some of these facts we believe quite seriously
affect the conclusions which, according to OEO, are suggested by the
data. Others of these facts are of lesser importance, but do relate to
matters of accuracy and understanding of the report.

In general, the data in the OEO report are described inadequately
to allow any independent interpretation of the basis for the conclu-
sions. For example, the work effort behavior data includes families
from Paterson, Passaic, and Trenton, N.J., but the information re-
ported on income patterns of the experimental group excludes the
Trenton families The inconsistencies in the data base are not explained
in the OBO report. One objective of our paper furnished to the com-
mittee was to provide clarifcation of the data base on which the con-
clusions were based.

More importantly, we attempted to provide enough additional in-
formation in our paper to provide an understanding as to why our con-
clusions differ from those of the OEO report. I wish to summarize
these differences briefly.

In its report OEO stated that preliminary data from the experi-
ment suggest that there is no evidence that work effort declined among
those receving income support payments. We believe this conclusion
is premature because the data on which it is based represents less than
1 year's activity in a 3-year experiment and because we were not able
to determine that this limited data had been subjected to a complete
or to sufficient analysis to support such conclusions from it. For ex-
ample, in the analysis to date it is not possible to draw any conclu-
sions as to the difference in effects on work effort of the eight different
payment plans to which the families are assigned in the experiment.

I have the description of the plans in my statement. I will pass over
those because they are the same as the description that Mr. Wilson
provided.

This experiment was designed in anticipation that there might be
different results from the different payment plans and it follows that
premature conclusions drawn from the aggregated data could be mis-
leading with regard to the work effort effects and costs of any single
family assistance benefit formula.

The OEO report also concluded that the preliminary data suggest
that there is an indication that the work effort of participants receiv-
ing payments increased relative to the work effort of those not receiv-
ing payments. We believe it is wrong to draw this conclusion at this
time on the basis of the data available on earnings from work effort to
the date of the OEO report.
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I don't believe that conclusion was repeated by Mr. Wilson this
morning, as I understand it.

The conclusions of the OEO report are based on a comparison of
the control group and the experimental families in terms of the per-
cent whose earnings incesed-such as you have seen in Mr. Wilson's
testimony--did not change or declined during the first 10 or 12
months of the experiment. The data reported by OEO show that a
higher percent of the experimental families' earnings increased. How-
ever, in our review we found that due to errors in data collection or
attrition of families from the experiment this comparison could be
made with valid data for only about 60 percent of the experimental
families.

From the data we have, I might add, it is our understanding that
the information presented this morning by OEO regarding that com-
parson does include some of those cases that we would not regard as
being valid data.

On the basis of the valid data available for comparison we do not
believe that the reported differences to date can be considered sig-
nificant. That is, there is a high probability that the reported differ-
ences to date are random and could come out in the opposite directionin another similar experiment. As the experiment continues, it isPos-
sible that greater differences between control and experimental am-
ilies, will based on completely valid data, be observed and become
significant in spite of reductions in valid observations.

We have no way of knowing this until the end of the experiment.
Another reason for concern about the indicated increase in work

-effort is that, according to data provided to us by Mathematica, Inc.,
94 percent of the control gro.p families were employed at the time of
enrollment while only 89 percent of the experimental families were
employed at time of enrollment. This averages to the same percentage
that was shown in Mr. Wilson's testimony but it breaks the two down.
This appears to represent a 5-percent advantage in the potential for
increased employment among the experimental families during the
first year.

Another reason for concern is that OEO was not able or did not
choose in its report to adjust the earnings of the families for increases
in general wage rates in the communities during the first year of the
experiment. Although this would or should affect the control and
experimental groups equally, it could account partly for the fact that
of the families in both groups more have reported increases than de-
creases in earnings. If this is so, the number of families whose work
effort decreased may be equal to the number whose work effort in-
creased. In view of the primary objective of the experiment, to assess
work effort response, this suggests the need for very careful analysis
of the data on families whose earnings have decreased.

Subsequent to furnishing our preliminary paper to the committee
in June, we have reviewed more carefully the extent of attrition -rom
the experiment. The various reasons for attrition are the cause of much
of the data becoming invalid for a number of families in our opinion.

One of the primary reasons for selecting New Jersey as the site for
the experiment was the fact that this State did not have' an unemployed
father provision in its aid to families with dependent children
(AFC,) Propram. Since only male-headed families were to be chosen
for the experiment, the selected families would not be eligible for
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AFDC payments. This enabled consideration of experimental treat-
ments that would have been too low if these families were eligible for
substantial State benefits. However, the New Jersey law was amended
on July 10,1968.

This was before the first payments began in Trenton under the
experiment in Trenton.

tnder the amended law, which took effect in January 1969, low-
income families with unemployed or employed fathers are eligible to
receive welfare payments. We found that the State welfare payments
for which male-headed families may be eligible are more liberal than
the payments under most of the eight payment plans included in the
experiment. This has caused an attrition of families from the experi-
ment, particularly from the plans paying the lowest benefits.

The families covered by the OEO report include those who have
elccted to apply for State benefits and who have continued to file
rep irts with 7Mathematica, Inc. We believe these families must be
excuded from consideration in any of the original eight payment
plans, perhaps to be treated as though enrolled in a ninth plan. Proper
treatment of this data will be important in analyzing the effects of the
different plans to which I have referred.

We have not as yet performed any assessment of the other conclu-
sions in the OEO report which deal with the families' tendencies to
reduce borrowing and buy fewer items on credit or of the conclusions
regarding the cost of administering a family assistance program. I
wish to point out also that all of our analysis has been performed to
date with data obtained from the files of Mathematica, Inc., the sub-
contractor which is performing the experimental work. We have not
made any attempt to contact any of the experimental or control fam-
ilies to verify the information reported on their earnings and work
effort.

We have avoided making such contacts because we believe this might
affect the attitudes of these families and thus create unknown aberra-
tions in the experimental data. The cost and the importance of such an
experiment are such that we believe the agency and its contractors
should be given every opportunity to administer the experiment to the
families selected without interference. However, we do believe that
the contractors should be alert to the possibility that errors or undesir-
able bias could creep into the experimental data. We are planning
further review work to assess additional aspects of the New Jersey

riment, including the design itself.This completes our statement which summarizes the highlights of
our work as it relates to the conclusions of the February 18, 1970,
report. We would be pleased tb respond in greater detail to any ques-
tions the members of the committee might have.

The CHAInMAN. Thank you very much.
Senator Williams wants to ask you a question at this point.

OOOPWRATION OF OW1 ON THE GAO ADrr

Senator WIW.4xs. Mr. Marvin, in your audit by GAO of this ex-
perivnt did you have full cooperation of the offeials of the OEO?

Mr. -Mfxm. I think we had good cooperation, Senator Williams.
As It ha*e indicated in my statemt, there were discussions about the
amount of acem to tih data that was regarded as appropriate I don't

"_4-70_-- -n I-
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believe we ever caie to any final agreement as to exactly how far we
should go in obtaining access but wO did agree that we coull probal)y
provide a valid test of the information as it was accumulated by taking
samples of the data and that is what we proceeded to do.

Senator IVLLIA 3.-s. The reason I raise that question, I am quoting
from your preliminary report as furnished to this committee in June
of this year, 1970, and quoting from page 2 of that report, a copy of
which, as the chairman has suggested, we make a part of the record
at this point.

The HAT.IA.-. All right.
(The report follows. Hearing continues on page 941.)

PRELIMINARY COMMENTS ON THE NEW JERSEY GRADUATED WORK

INCENTIVE EXPERIM N-VTS

(Prepared by the staff of the U.S. General Accounting Office for use of the
Senate FInance Committee, June 1970)
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SUMMARY

This paper deals with work performed by GAO in connection with OEO's New
Jersey Graduated Work Incentive Experiment, and more specifically, with a
report issued by OEO in February 1970, describing 'the results of that experi-
ment. Our review was limited by constraints on our access to the full data base
accumulated during the experiment.

We believe -that a number of important qualifications which are omitted from
the OEO report are necessary to a proper understanding of the issues which the
report seeks to address. We found problems in the collection and analysis of
data supporting the OEO report-and in the completeness of the presentation
of the data in that report.

We believe our findings raise serious questions as to the appropriateness of
the conclusions drawn in the OXO report. Our own overall conclusions are
found on page 16 of this paper.

BACKGROUND AND SCOPE OF THE GAO WORK

The Office of Economic Opportunity (OEO) initiated the New Jersey Gradu-
ated Work Incentive Experiment in 1968. The experiment, which is scheduled
to be completed in 1972, Is being conducted by a contractor (Institute for Re-
search on Poverty, Madison, Wisconsin) and a sub-contractor (Mathematica,
Princeton, New Jersey).

On February 18, 1970, OEO sued a 26 page report describing preliminary re-
suits of #the experiment. The report emphasized questions of work effort be-
havior and income patterns of families included in the experiment, and sug-
gested that certain conclusions might be drawn from the preliminary data being
reported.

The material we are presenting In this paper for the information of the
Committee Is addressed to the content of the O,30 report and the data support-
ing it. More specifically, we centered our !xquiry on those parts of the report
concernvIg the income and work effort and characteristics of the families in-
cludad in -the experiment We have not yet Inquired Into those parts of the re-
port concerning spending behavior, family stability, and administrative costs.

After preliminary contacts with OEO and OEO's contractors, we began work
on April 18, 1970 at the offices of Mathematica, where most of the material sup-
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porting the OO report is maintained. Our work proceeded with some difficulty
because of objections raised by OO and ORO's contractors as to the propriety of
GAO's access to data which they considered preliminary and experimental. In
the interest of expediting our work and as an accommodation to the concerns
expressed by OO and ORO's contractors relative to the unique character of the
experiment, we have proceeded ,to date to carry on our work under the following
constraints: We agreed not to insist on access to the complete data base accu-
mulated during the experiment, and we agreed to test certain of the data pre-
sented in the report by means of a sampling procedure which we devised.

These constraints dearly limit our ability to report more fully to the Congress
on the status of the experiment. While our access was adequate to permit us to
prepare the charts in our Appendix II and to make other observations on the
O1RO report which are contained in this paper, our ability to provide additional
information and explanations would be severely limited unless complete access
were to be allowed by OO and the contractors.

INTRODUCTION

Page 2 ("Introduction") of the OO report stated:
"The New Jersey data now available were gathered from August, 1968, through

October 1969, in Trenton, Paterson, and Passaic from 509 of the 1,359 participat-
ing families, They are based on the experiences of 304 families receiving various
levels of support payments and a control group of 145 families not receiving
payments. The control group Is used for purposes of comparison with the ex-
perimental group, since their characteristics at the beginning of the experiment
were similar to those of the experimental group, We can therefore tell whether
the payments have had any effect at the end of the experiment by looking at any
differences between the two groups"

We are bringing to the attention of the Committee a number of facts not
stated In the OO report which we believe bear on the usefulness of the 0O re-
port and which relate to the data described in the paragraph quoted above. Some
of these facts we believe quite seriously affect the conclusions which, according
to OEO, ee suggested by the data. Other of these facts are of lesser importance
but do relate to matters of accuracy and understanding of the report.

CHARACTRmISTICS OF FAM, IN THE EXPERIMENT

Pages 6 and 7 of the OO report describe ". . the characteristics of the
families in the experimental group at the beginning of the project."

We believe that the reader of the report should be made aware-and the OO
report falls to point out-that these data on fanWll characteristics do not relate
to the 500 families from whose experience the income data described later in
the report were drawn. The data relate, instead, to the larger group of 1,359
families, which include those from Jersey City, New Jersey, and Scranton, Penn-
sylvania, as well as those from Trenton, Paterson, and Passaic, New Jersey.

The Importance of this distinction is that some of the characteristics of the
larger and the smaller groupings are different-for example, ethnic composition.
When all five cities are included, the ethnic composition is correctly described
on page 6 of the OO report, as follows:

"About 36 percent of the families were white, another 36 percent were black,
and the remainder were principally Spanish-speaking Puerto Ricans."

However, other data in the OO report (e.&, work effort) were not obtained
from the five cities, but only from three of them: Trenton, Paterson, and Passaic.
The ethnic composition of the 509 families from whom data were drawn in these
three cities was about 18 percent white, 45 percent black, and 42 percent Spanish-
speaking Puerto-Rican.

We make this point as a matter of accuracy since we believe that pages 6 and
7 of the OO report are somewhat misleading insofar as the rest of the OO
report Is concerned. In order to clarify the actual characteristics of the 509
families on whom the OO report was based, we asked OO's contractor to pre-
pare the descriptive material which we are including as Appendix I for the in-
formation of the Committee.

WORtK ZWT BEHAVIOR

On pages 10 and 11, the OO report briefly describes work effort behavior and
provides a chart comparing the earnings of the experimental and control groupL
The contents of these two pages from the 030 report are reproduced below:
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"ACTUAL WORK EFFORT BEHAVIOR

"Chart IV indicates actual work effort on the part of the participants. On the
basis of these data. we can say that work effort did not decline for the group
analyzed, but rather that it followed a pattern close to Line B on Chart III.
There Is, In fact. a slight Indication that the participants overall work effort
.actually Increased during the initial test period." (GAO note: Chart III Is at-
.tached as our Appendix Iii).

"CHART IV.-ACTUAL WORK EFFORT BEHAVIOR

[I n percent]

"Control Experimental

.Pmcent of families wheNs-
Earnins Imeased --------------------------------------------------------- 43 53
Earnings did not change ---------------------------------------------------- 26 18
Earenilp declined ........................................................... 31 29"

We believe that readers of Chart IV should be aware of several facts concern-
Ing it which are not made explicit in the OEO report:

(1) The chart is based on only 318 of the 509 families participating in the
experiment In the cities of Trenton, Paterson, and Passaic. The data on 191 of
the families (37 percent of the families) was not used by OEO's contractor in
preparing Chart IV because of the problems in the interviews and coding of the
data.

Based on generally accepted statistical standards we believe that conclusions
are made highly questionable if drawn from data in which this large an attrition
has occurred. (2) The basis used by OEO's contractor for determining whether a
family's earnings changed was a comparison of weekly earnings. A family's
earnings for the week preceding the pre-enrollment interview was compared
with the family's earnings in the week preceding an Interview conducted ten to
twelve months after the pre-enrollment interview. Approximately twenty per-
cent, or greater, change in the weekly earnings between the two periods was
the criterion used to determine whether the family's earnings would be con-
sidered to have increased, to have decreased, or not to have changed.

The two weekly periods used in making the comparison for the Trenton families
differed from the two weekly periods used for the Paterson and Passaic fami-
lies. For the Trenton families, earnings for a week In Augsut 1968 were com-
pared with earnings for a week In August 1969.

Por the Paterson and Passaic families, earnings for a week in November or
December 1968 or In January 1969 were compared with earnings for a week In
either November or December 1969.

We believe that combining the data from the two different periods into Chart
IV represents a violation of good statistical practice and precludes the applica-
tion to Chart IV of appropriate tests of statistical significance. In summary, we
believe that any conclusions drawn on the basis of Chart IV are highly question-
able based on the data from which the chart was constructed.

INCOME PATTE NR OF THE EXPEIMENTAL GROUP

Page 12 of the OEO report describes income patterns of the experimental
group and page 13 of the report contains Chart V showing the average monthly
income of experimental families over 10 consecutive four-week periods, extending
from December 28, 1968 through October 3, 1969. The time period covered by the
chart was not identified in the report.

We believe readers of Chart V should be aware of several other facts concern-
ing it which are not made explicit In the O]O report:

(1) Chart V reflects the Income experience only of families in Paterson and
Passaic, New Jersey. The income experience of families In Trenton, New Jersey-
the city longest In the experiment-ia not shown

(2) The Income data for the first month ($840 on Chart V) was obtained in a
different manner than the Income data for the subsequent 9 months. The first
month's Income data was obtained by Interview (from the stated reeollection
of the Interviewees) and was not supported by Income statements, and payroll
stubs, a was the data for subsequent months after families had been enrolled.
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We have no evidence that the manner in which the first month's income
data was obtained reflects any upward or downward bias, but we do believe that
readers of the chart should be aware of this difference in derivation of the data.

(8) Chart V was based on data from income statements submitted every four
weeks by families in the experimental group. Similar data was not collected
from families In the control group, and so it is not possible for OEO's contractor
to directly relate the monthly experience of the control group families to the
monthly experience of the experimental group families.

We believe that, in general, this seriously diminishes the utility of the control
group as a means of isolating the effects of the experiment. With respect to
Chart V, we believe that the absence of comparable data from the control group
makes extremely difficult and tenuous any attempt to draw conclusions from
it relative to the effects of the experiments on the income patterns of the families
reflected in it. That is, Chart V should be read as reflecting not only the effects of
the experiment but such factors as changing economic conditions as well, e.g.,
changes In the prevailing wage scales.

(4) As stated above, the OBO contractor had accumulated data from in-
come statements submitted by the families In the experimental group every
four weeks. This data was accumulated by city (Trenton, Paterson, and Pas-
salc) and by the level of Income the families stated they were earning when
they entered the program. These latter, termed "Income strata" by the contractor,
reflected three levels:

-FamlUes whose stated incomes were within the defined poverty standard
at the time they were enrolled In the experiment. These were identified as
Stratum I.

-Families whose stated incomes were up to 25 percent above the defined
poverty standard. These were identified as Stratum II.

-Familes whose incomes fell between 25 and 50 percent above the defined
poverty standard..These were identified as Stratum III.

Most of the families enrolled 4n the experiment fell Into Strata II and III, i.e.,
those whose stated pre-enrolment incomes placed them above the defined poverty
standard.

While we would caution that data such as that shown in Chart V is Inconclu-
sive, we believe that to the extent that the Committee chooses to consider It,
the Committee would benefit by having the data accumulated by the contractor
presented more comprehensively, and with further refinement, than was pre-
sented in the OBO report. For this reason we have prepared, end are furnishing
as Appendix 11 the following charts:

-A corrected Chart V. Chart V, as published by OEO, contains a number
of minor arithmetic errors in its construction. The errors were not serious
and are shown in our Appendix 1I, page 20 along with the corrected chart
prepared by us. This chart combines Strata I ,II, and III families.

-Charts depicting for the Paterson-Passaic families the average family
Income over the 12 consecutive four-week periods from December 28, 1989,
through November 28,1909 for each of the three income strata (See Appendix
II, pages 21 22, and 28). Data has not as yet been made available to us to
extend these charts into 1970.

---Charts depicting average family income from the Trenton families over
21 consecutive four-week periods extending from Augsut 3, 1968, through
March 18, 1970. This data In presented for all Trenton experimental families
(Appendix II, page 24) and by Income strata (Appendix II, pages 25, 26,
and 27).

THE DIFFEIENT PAYMENT PLANS

The allocation of the families in the experiment among the various income
maintenance plans being studied in the experiment is not addressed in the OEO
report We believe a brief discussion of this allocation Is useful in understanding
the data being accumulated and reported by OEO and OEO's contractors.

The 1,5 families In the full experiment and the 509 families In the three
cities on which the OO report in based are distributed among 8 different income
guarantee plans an to a control group. The variations amongst the 8 plans are
the result of combinations of; two specific factors: the "guarantee" and the
"benet reduction rate."

The guarantee Is the amount of money a family will receive if they have no
other income. lb. guarantee Is expressed as a percentage of the poverty level,
which varies according to family mine. The guarantees in this experiment are 50
percent, 75 percent, 100 percent, and 125 per ent.
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The benefit reduction rate Is the rate (percentage) of Income earned by which
the benefits are reduced. For example, if the benefit reduction rate is 30 percent,
the benefits will be reduced by 30 cents Por each dollar of earned income.

The control group is made up of a similar mixture of families which receive no
benefits under the plan other than small fees for cooperating in the perodlc
interviews and reporting changes of address. These fees have been adjusted to
Increase the incentive to co-operate. We have not as yet, reviewed these payments
but we understand that a family may receive from ten to twenty dollars per
month depending upon the information required of them in the month.

As stated In the OEO report, 364 of the 50 families in Trenton, Paterson and
Passaic were assigned to plans under which they were guaranteed a certain
income. The eight plans and the number of families assigned to each plan are
as follows:

ALLOCATION OF FAMILIES TO PLANS-PATERSON-PASSAIC

Number of familis--Preenrollment family income (expressed
as porcntale of pmrty level)

Percentae reduction Stratum I Straum II Stratum III
Plan Juantee rate (0-100) (101-125) (126-150) Total

A- -------------------- 50 30 0 0 10 10
S--------------------- 50 50 23 21 0 43

C --------------------- 75 30 19 0 17 36
D --------------------- 75 50 0 10 34 44
L -------------------- 75 70 7 28 1 36
F ---------------------- 100 50 17 7 9 33--------------------- 100 70 6 6 31 43--------------------- 125 50 9 8 14 31

Total -------------------------------------- 81 so 116 277

ALLOCATION OF FAMILY 9 TO PLANS--TRENTON

A --------------------- 50 30 5 5 3 13
a --------------------- 50 50 3 5 6 14
C --------------------- 75 30 6 4 3 13
D --------------------- 75 50 5 " 1 13
L ..................... 75 70 4 4 1 9
---------------------- 100 50 6 2 6 14
Q ..................... 100' 70 4 4 3 11
H --------------------- 125 50 0 0 0 0

Total ........................................ 33 31 23 87
Total ------------------------------------- 114 111 139 364

The following is an example of how the e- ,eriment works. A family of four
assigned to Plan B. which most closely approximates the Family Assistance Plan,
is guaranteed an Income of $1,741. If the family's other income for the year is
$1,000, the benefit received from the experiment will be reduced 50 percent of
that amount. The family's total income would be:

Other income ------------------------------------------- $1,000

Income from experiment guarantee ----------------------------------- 1,741
Less: 50 percent of $1,000 --------------------------------------------- 500

1,241

Total ---------------------------------------------- 2,241
The data drawn from the 884 experimental families and 145 control families

(total of 509) was presented In the OEO report In an aggregated way without
reference to the operation of the 8 different plans within the experiment. The
experiment was deliberately designed to provide datat which presumably would be
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sensitive to the varying effects of these plans. Such conclusions as may eventu-
ally be drawn from this data are likely to vary with the plans and strata defined
in the experiment For this reason, we would caution readers of the OWO report
that the aggregated data reported is not necessarily representative of the opera-
tion or effects of any particular income maintenance plan.

CONCLUSIONS

On page 3, the OEO report concludes the following from the preliminary data
obtained in the three cities:

"The data suggests that:
"There is no evidence that work effort declined among those receiving Income

support payment& On the contrary, there is an indication that the work effort of
participants receiving payments increased relative to the work effort of those
not receiving payments."

We believe it is premature to conclude generally that, '"There is no evidence
that work effort declined among those receiving income payments." The data
reflected In the OIZO report represents less than a year's activity. Moreover, on
the basis of the material in the OEO report and the other material to which we
were given access, we do not believe the data has been subjected to sufficient
analysis to support conclusions from iL Finally, we believe that such conclusions
as may eventually be drawn from this data are likely to vary with the plans and
strata defined in the experiment In such cases, premature conclusions drawn
from the aggregated data could be misleading.

We believe it is wrong to conclude that, "On the contrary, there Is an indica-
tion that the work effort of participants receiving payments Increased relative
to the work effort of those not receiving payments." The only evidence we find
In the OO report to support this statement is Chart IV on page 11. We believe
there are defects both in the underlying data and in the preparation of that chart
sufficient to preclude conclusions from it

CHARACTERISTICS OF FAMILIES IN EXPERIMENT-TRENTON, PATERSON, AND PASSAIC

Experimental Control
families tamilies Total

-------------l----------------------------------- 27 07 3832
Tm..---------------------------------------- 363 146 509

Ae & .a.fmly.head(y.rs).----_---------------------- 34.4 34.0..........-
3 6" 00"9101 ------------------------------------- 5.9 5.5 --------

.. . . ...................................... 6.1 7 5 . ......... .T----------------------------------- 593----------------6. .
EuUetsINtoailyMW(.revs number ot yeas of achooling):7.

T 111 .... .. . ................................. 8. 7.5 -- _...... .......
Tweaks-...---------------------------- ------------ 8.3 8.2...........-_

......... z---------------_----7.97.2...........---
T3 ............................................... 12.19 11.7 . ..........
T.............................................- 12. 179...........

.erae/..m....-------------------------------129 9.4 ............



936
CHARACTERISTICS OF FAMILIES IN EXPERIMENT-TRENTON, PATERSON, AND PASSAIC-Continued

Experimental famiies Control families
Number Percent Number Percent

Race:
3 cIties combine.

Mack................. .....................
WSIe . .............. ..................spat . ............................................

44.7
13.1
42.2

47.5
12.1
40.4

TOW ............................................ 358 100.0 141 100.0

No repone ........................................ 5 .-.------ 5 ............

Trestee:
Slack ...........................................
TWt ............................................

SANish ........................................

TOW ...................................

No m"sew--------------------------------
Peo/Pasal:

M .. ................................. ..........

S ............................................SOW "-_--_-------- ----------------------

Tot............................................

53 60.9
16 18.4
18 20.7

87 100.0

,27 73.0
7 1&89
3 8.1

37 100.0

0 ............ 2 ------------

- 107 39.5 40 38.5
. 31 11.4 10 9.6
- 133 49.1 54 51.9

271 100.0 104 100.0
No .......................................

Family oungs In ye before enrollment:
3 Cities combined ......................................

Treto-n...............................

Uskile I_ ..........................................
Noae" ..........................................

led .......................................

Total-------------------------...........

.e re ..ens..........................

u sko 2 ..... ............. ...................

Eapo at time e enrolmnt:

FM f A * o . . .. . ...... ..... ......... .... .

S............ 3 ----------
Amount Percent

$4,001
3,80
4,046

$4,008
3,798
4,085

Number Percent Number Percent

- 220 63.0 93 64.6
M 129 37.0 51 35.4

349 100. 0 144 100.0

. 14 ............ 2 ............

* 41 47.1 22 56.4
- 46 52.9 17 436

87 100.0 39 10. 0

179 62. 3 71
83 31.7 34

67.6
32.4

2 100.0 105 100.0

14 -------------- 2 ............

89.3
92.691.6

93.7
82.1
98.1

'Inlude prfslonlA tehnicls maaeil and clerical workers, saleame, foreme aW oprats
s Inclue Pese employedO I& pri~vat huholdu, in t service Industries and laborers
Sites: Prepre -by Methe6mnatica at GAO's reque" This data wee not verified by GAO.
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CHART III

A LMORT BEHAVIOR

f.vm workeffort

31o0

S so

0 S" $100

Senator Wnuz&x (reading):
Our work proceeded with some dlmculty

and OO'. contrctos as to the propriety
comidered preliminary and experimentaL

SO Supplointay bengats

because of objections raised by OEO
of GAO's access to data which they

And then continuing to read from your summary which points out:
This paper deals with work performed by GAO in connection with OEO's

New Jersey Graduated Work Incentive Experiment, and more specifically with
the report imued by OO In February 1970, describing the results of that
experiment Our review was limited by constraints on our access to the full
data base accumulated during the m ent We believe a number of important
quliflctions which are omitted from the OO report are necessary to a proper
understandg of issue. which the report meeks to address. We found problems
in the coReion and anklyula of data supporting the 0EO report-and in the
oof the presentation of the data in that report. We believe our

ftIug raise serious questions as to the appropriateness of the conclusions
drawn in the 030 report. Our own overall conclusione are found on page 16.
andso forth.

To what extent did this lack of cooperation of OEO handicap you I
I ask that question because yesterday I was advised that they tAo ht
they had given you full and complete cooperatiu and in fac they
thought you would concur in their findings, and, of course, you
don't concur. So I wish you would explain that.
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Mr. MARVIN. We had in mind performing some analysis of our own
concerning the average yearly income gained or lost between the con-
trol group and experimental group. We were given access to the records
from which we could compute for each experimental family the in-
come for the year after entering the program. We could not determine
from these reports what portion of the income was earnings from
work and what portion was due to income such as unemployment com-
pensation. We were able to determine that sort of breakdown in the
information that we were given on a sample of 46 families. We have
not as yet had that kind of access to the files of all of the individual
families.

The summary data that we were given made it possible for us to
perform statistical tests but not to examine the validity, based on our
own criteria, of what was contained in the earnings.

CHARACTERISTICS OF FAMILIES USED IN EXPERIMENT

Senator WILLIAMS. It s my understanding they Ltarted out with 581
families in one of the experiments, or approximately that number.

Mr. MARaviN. In the three cities, Paterson, Passaic, and Trenton, I
believe the number is 509.

Senator WILLMAMS. 509?
Mr. MARVIN. That was the number of families on which the report

was based. There may be a few other families in those cities.
Senator WILLIAMS. In releasing these statistics did they use the same

families or did they substitute different families, different back-
grounds?

Mr. MARvIN. In the testimony today?
Senator WILLIAMS. I am speaking of their report that was furn-

ished under date of February 28. Did they use the same families right
through for their experiment or did they substitute others?

Mr. MARvIN. It is our understanding that the experimental families
and the control group families that were used in preparing that report
were all selected at random prior to the time that the experiment be-
gan. Perhaps they weren't initially selected at random because there
was some problem in finding enough families, I believe, in some of the
communities that actually met the requirements, being employed and
male headed. But once the families were selected, random selection of
these families, or distribution of these families to the control group
and experimental group was made, as we understand, prior to the be-
ginning of the experiment and that did remain the same throughout
the period that was reported.
.-Senator WMLIAMS. The reason I raised that, I quote from your state-

ment, your report on page 4, and you are referring to the OlEO report
of February that was fished under date of February this year.

Pages 6 and 7 of the 00 report describe the chracteristics of the families
In the experimental group at tibe beginning of the project. We believe that the
reader of the report should be made- oare--and that OEO relirt fails to point
out-that these data on family obarn-terCA-lCs do not relate to the 509 tamilles
from whose experkne the Income data described later In the report were drawn.
The data relate, instead, to a la group o 1D famillies, which Include those
ftVM Jer$ MitY, Now Jersey and Scranton, Pennsylvania, as well as those
ftzfm Trenton, Paterson and Panaume, New Jersey.
: The 4 ifkitnce . this distincdon is aft some of the characteristics of the

larger and maler oupings different-..tc example, ethnic composition



943

When all five cities are included, the ethnic composition is correctly described
on page ot the OEO report as follows:

About 36 percent of the families were white, and another 86 percent were
black, and the remainder were principally Spanish-speaking Puerto Ricana

However, other data In the OEO report were not obtained from the five cities,
but only from three of them: Trenton, Paterson and Passaic. The ethnic compo-
sition of the 509 families from whom data were drawn in these three citJes was
about 18 percent white, 45 percent black, and 42 percent Spanish-speaking Puerto
Rican.

We mke this point as a matter of accuracy since we believe that pages 6 and 7
of the O0O report are somewhat misleading insofair as the rest of the OEO
report is concerned.

Is that still your opinion?
Mr. MARIvxN. I would like to try to clarify this, if I may.
We still support the statement as we made it in our paper. We have

an appendix in the same paper, appendix 1, page 1, nhioh provides the
breakdown of the 509 families that were used in the report. The per-
centage of black people among the experimental families is 44.7 and
the control 47.5.

It was stated in the beginning of the OEO port that 36 percent,
you see, were black. That is, while 36 percent of the 1,359 families were
bhck approximately 45 percent were black of the 509. The percent of
Spanish-sp king people is much larger than the 28 percent indicated
in the OEO report. Twenty-eight percent were Spanish-speaking
according to that material in the EO report. But of the 509 that we
determined were actually used in the data, 42.2 percent of the experi-
mental families were Spanish and 40.4 percent of the control families
were Spanish-speaking.

I think the importance of this has to do mainly with the use of this
information with regard to various populations. It could be misleading
to a person reading that February report if they thought that the data
reported were ,representative of the distribution shown, the 36 percent
white, 36 percent black and 28 percent Spanish-speaking. This was our
concern. We feel it very important to know what the experimeiftal
famihes represent when we try to generalize this to any other
population.

CONCLUSIONS SEEN AS HIGHLY QUESTIONABLE

Senator WIL~jums. I noticed you concluded and in there you said:
The chart is based o 818 of the 500 families prticpating in the experiment

In the cities of Trenton, Paterson and Passaic. The data on 191 of the families, 87
percent of the fmles, was not used by 0100's cotmtor in preparing hart IV
beewme ot the problem in the Interviews and coding of the data.

Based ona gerally accepted stativUcal standard we believe that conclusions
are ade bdlhy questionable if drawn from data In wkieh this e an attri-
tion had oe4urre

Are you A of this same opinions
Mr. N . Yes, sir.
Senator WIw~zam. I am quoting from your own report
Mr. Mwxvrw We still support the statement as we made it. We did

obtsia additional information through OBO prepared by Harold
Watts, the director of the Institute foi Research on Poetry, the prime
contractor. This data I believe, is available to the committee staff.
There is in ttat ew data, what Mr. Wsats' refers to as a greatly im-
proved data bse which shows that there is virtually no difference
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between the experience of the control and the experimental families.
Senator WILLIAMS. Is Dr. Watts still with OEO
Mr. MARVIN. He is director, as I understand, of the Institute for

Research on Poverty, University of Wisconsin. They are the prime
contractor for the experiment and Mathematica is a subcontractor to
them.

Senator WILLAMS. Well I understand that he was quoted as saving
that he didn't think reliable results could be obtained until sometime,
in 1971. He thought maybe it was premature to take it now. But I
understand he will be testifying later.

Just one more point and we will have Dr. Wilson back to comment.
On page 7 you stated:
The two weekly periods used in making the comparison for the Trenton fam-

ilies differed from the two weekly periods used for the Paterson and Passaic
families. For the Trenton families, earnings for a week in August 1968 were
compared with earnings for a week in August 1969. For the Paterson and
Passaic families earnings for a week In November of December 1968 or in
January 1969 were compared with earnings for a week in either November or
December 1969.

Then you stated:
We believe that combining the data from the two different periods into Chart

IV represents a violation of good statistical practice and precludes the appli-
cation to Chart IV of appropriate tests of statistical significance. In summary,
we believe that any conclusions drawn on the basis of Chart IV-

That was the OEO report-
are highly questionable based on the data from which the chart was constructed.

Is that still your opinion?
Mr. MARviN. Yes, it is.
The CHAIRMAN. Senator Anderson.
Senator ANDmRSON. Table II shows black, white and Spanish. What

authority do you have for putting Spanish Americans into one of the
other tables?

Mr. MARvIN. Is this an appendix you refer to?
Senator ANDFtsoN. You refer to it in two or three places.
The CHAIRMAN. Page 8, table II of John Wilson's statement. He

has his breakdown of racial distribution, black, white, and Spanish,
and he asks what is the authority or basis for calling the Spanish
neither black nor white.

Senator ANDERSON. I have a good many people in my State. I recog-
nize the fact that the Spanish American people have a different classi-
fication, but never this before.

Mr. MAVIN. This is frequently a sensitive subject. I don't believe
I would have any real judgment on that. The social scientists are in-
terested in this and we can say in general, are trying to determine the
characteristics of the families or the individuals that they are study-
ing so that they can extend the results of their studies or experiments
to other populations. If it does turn out there are differences based
on any characteristics, be it color or any other characteristic that you
can imagine, that may be helpful in extending the results to the larger
or different population.

Senator AxzmowN. What would y -u say of a person in Latin
America who thought they were whitA for a long time -

Mr. M(Axvr. I don't really have any thought to offer on that.
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The CHAIRMAN. Senator Bennett.
Senator Bz~Nrr. In your testimony did I understand that your

check was made only with a sample of 45 people?
Mr. MARvux. We took a random sample of 46 of the experimental

families and a small sample of about 16, I believe, of the control group
families, totaling 62.

Senator Biwxzrr. Did you select the families or were they referred
to you or assigned to you? In other words, who selected the families
in the random sample ?

Mr. MARviw. We made the selection from a listing of the entire 509
families on our own random basis and then we were given those files.
We have no question we were given the families that we selected.

NO SUPPORT FOR CONCLUSIONS DRAWN BY OEO

The CHAIAN. Well, if I understand your statement now, your
conclusion is that you did not feel that the conclusions drawn by OEO
could be supported, based on either too short a time or certain other
factors that came into play. That is basically what you are saying?

Mr. MAevIN. That is correct.
The CH. RNAN. One thought that occurs to me is that when you are

trying an experiment to see whether one plan works, it is also good
to try an alternative. A person who has, let's say six children, needs
more income, if he is in the poverty level, to support that family than
does one who has only one child. It might be worth considering an
approach by which we would subsidize the job. For instance, if this
person finds a job which doesn't pay enough we would add something
to the pay or pay it to the employer on condition that the employer
would pass that on through to the employee. That way the employee
would receive pay for working rather than not working. And if he
didn't show up for work 2 days out of the week, his pay would be
reduced, both what the private employer was paying and what the
Government was paving to help increase this person's income.

Now, if I corrctly fudge here, you don't have any information by
which to test that approach as against the approach where one pays
the person the welfare money, whether he works or not; is that cor-

Mr. MAivxnq. It would be my understanding that there would be
no data available from this experiment to test that. Payments are made
directly to the families.

The C IA AMAN. So this New Jersey experiment is an experiment
of what happens when you pay the person whether he works or doesn't,
work.

Now, there is no information available to see what would happen
for comparison purposes, is there ?

Mr. MARviN. Of a different method of providing the money, I would
say no, providing through the employer, for example.

Senator JORDAN.. May I ask a question ?
The CHAIRMAN. Yes.

EFFECT .F LIBERALIZING NEW JERSEY WELFARE, STATUTES

Senator JORDAN. On page 8 of your Rtatement you discuss what hap-
pened after the State of New Jerty .ibrlized their welfare statutes
and you say,

4 4 -6 2 7 -70--pt. 2-86
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We found that the State welfare payments for which male-headed families
may be eligible are more liberal than the payments under most of the eight
payment plans included in the experiment. This has caused an attrition of fam-
ilies from the experiment, particularly from the plans paying the lowest
benefits.

How heavy was that attrition?
Mr. MARvIN. Well, we have requested additional data on that

question because it troubled us very much as to what it would do to
the meaning of the experimental results. We have obtained some
additional information in an informal document transmitted to us
by OEO which shows the attrition for that reason, people leaving
the experiment to go to the State plan.

Senator JomA,. Because the welfare plan payed more money than
the experiment?

Mr. MARvin. That is correct. Well, we have to make some assumptions
about that. We have no direct evidence based on interviews with fami-
lies or anything of the kind as to why they left the program, but we
did request additional information and we do have information that
shows that the attrition or that the people that have gone on the
State plan is 34.2 percent for those receiving the low benefits in the
experiment, 27.5 percent for those receiving medium benefits, and 6.2
percent for those receiving the high benefits. So I think that knowing
as we do that the State plan pays-higher benefits than all of the plans
except the higher, this appears to support the conclusion, tentative
conclusion that many apple have left the plan to obtain higher bene-
fits from the State welfare law. This 34 percent of people who leave the
lower plans for welfare plus approximately 16 percent of those same
groups who have just disappeared, and data is not available any longer,
represents approximately a 50-percent attrition from those lower
paying plans at this point and we regard this as very serious from the
standpoint, of obtaimng meaningful data from the experiment at the
lower benefit levels.

Senator JORDAn. And you suggest on the next page that you believe
these families must be excluded from consideration in any of the
original eight payment plans, perhaps to be treated as enrolled in a
ninth category.

Mr. MAavi,. That is correct.
Senator JORDAN. So you don't upset the conclusion of the tests?
Mr. MARvrN. They would be paid more, once they go onthe State

plan. Perhaps a family in one of the lower paying plans in the experi-
ment would become more comparable to a family in one of the higher
paying plans. We haven't mace a direct comparison of the law with
the plains and I can't tell you exactly which plan it would be more
comparable to, but we do know it would be more comparable to the
higher paying plans of the eight plans.

Senator JORDAN. Thank you.
The CHAMMA. Thank you very much.
Now, I would like to call the OEO people back and I would appre-

ciate very much if you would stay in the room.
Senator AxrmmsoN. I would hope the OEO people would be ques-

tioned about t1 'iq designation.
The CHAMAZJ. We will do that.
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Senator Anderson, I believe you would like to ask about the basis
upon which these--on page 8.

Senator ADmsoN. -Did OEO approve the designation of these
people, as "black", "white", and "Spanish American" r

STATEMENT OF WESLEY L HIORNEVIK AND M0EN 0. WILSON-
Resumed

Mr. WILSON. As Mr. Marvin stated, Senator, social scientists are
interested in the breakdown of as much information as we can get by
social and economic class. They are interested in the breakdown among
what they call Spanish-speaking, black, and white persons. The rea-
son that the Spanish-speaking category is used in the New Jersy
experiment is because we have a substantial number of Puerto Rican
partici pnts. We want to see if there is a difference in behavior among
Puerto Ricans, who have much higher mobility, since they can easily
leave the New York area and go back to Puerto Rico, as compared to
the whites and blacks for whom we hypothesize that the mobility rate
will not be as great. That is the primary reason for breaking it down,
in addition to what Mr. Marvin has stated.

Senator ANDERSON. What about the million people in this country
of Spanish-American ancestorsI

Mr. WusoN. Right. We have to make a decision on whether we can
generalize on the experience from New Jersey as it relates to the

panish-speaking in other parts of the country. Primarily our reason
is that we -have a very substantial Puerto Rican population with much
higher mobility rates.

Senator AN 1qSON. I hope you would check that thoroughly and see
why you put that category in here.

Mr. Wnusow. Yes, sir.*

METHODS Or OEO INTREWING

The CHAIRMAN. Now, I would like to just check one or two things
with you now.

Generally speaking, it has been my impression that families in the
poverty area, and about half of these people are Negro citizens are
very suspicious if some white person comes around inquiring about
their business. Many times one finds unless those people know him and
have confidence in they aren't going tell him anything about

their business, or if they do they will tell him something wrong to be
sure it is not used against him.

Was this information that you have obtained here-I am looking at
page 3, the first paragraph-was this what these people voluntarily
submitted to you when you say you mailed forms to them and by
weekly installments. You say all families are miterviewed every 3
months. The benefit calculation is made, and if the benefit is due, it
is mailed to the family in two weekly installments. And I see the
family was required to report their income and any changes in family

4for a respowe from the offce at moemomic orportuaity on the point raised
by I nmm
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Is that simply what they filled out on a form that you mailed to
them and they sent back in Y

Mr. WusoN. Let me cover several of the points that you raise. You
were quite correct in saying it is very difficult to get information out
of people when you simply go up to the door and knock and say,
"Would you answer these questions ?"

We all recognized this potential problem in New Jersey, and took
sufficient steps so that we feel the data we are obtaining is correct.
We do use indigenous interviewers in the community who become
quite close to the families over time because the same interviewer is
interviewing the same area and same families over a period of months,
not like a census where the census taker shows up once every 10 years
and knocks on the door and says, "Let me pry into your private life."
We have formed quite close re at ionships with the families. The level
of trust between the families and the community indigenous inter.
viewers is quite high. We have signed an agreement with the families
that the data we are receiving will remain confidential. Our people
who have access to the date have signed this agreement. I do not have
access to the data myself unless I sign that agreement. The families
are quite concerned that the data remain confidential, because they
are really telling their whole life stories to the interviewers. They
know it is treated confidential, and we have a very high level-of trust;
therefore, we believe the data we are obtaining is quite accurate.

We receive data in two ways. We have a set of files called the finan-
cial files which you were referring to earlier. The families every month
mail in on a form their earnings, income from other sources, and
changes in family size. We require payroll stubs W-2 forms, and any
otherpiece of evidence so we can verify that they report what they
earn. On the basis of the financial data, we then make our two weekly
benefit payments. In addition we go out and interview in the field
every 3 months using forms like this, which I will be glad to submit
for the record. They run about 70 pages in length, and these forms are
simply like the Census is usingtogo into homes and collect data. These
are the forms that the local indigenous interviewers use. We have
thousands of pages of information collected from families on various
questions contained in those forms. So we are collecting from two
sources.

The CnAnmAN. Well, one thought that occurs to me is that if any-
one wanted to make that study come out to his advantage he might
very well be able to do so. That is why you have to be so careful how
you take it.

While this was going on do you know whether the National Welfare
Rights Organization or any organization interested in this general
area might have been active either on their own or parallel to what
you were doing either to see what was going on or to try to encourage
those who participated to react favorably to it

Mr. WuIeow. Senator, I have with me Mr. David Kershaw who
manages the project in Mathematica and has actually done field inter-
viewin and supervises all of the interviewing.

Mr. K wmtsW. We have also indigenous office mangrs in each of
these cities who know the groups that exist in the cities and in many
cases these groups are very-helpful to us in locating indigenous inter-
viewers. It occurred to us that there was a good possibility of some
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outside group of some sort trying to interfere and influence the direc-
tion of the data one way or another. To our understanding, and I think
we would know about it if it happened, nothing like that has occurred
to date. Families tend to keep very much to themselves. Our responses
on the interviews indicate they speak very little to their neighbors.
They stay in the house, aren't joiners of organizations. So the whole
question of either an outside organization or indeed an organization
among the families-

The CHAMMAN. Do you know whether the National Welfare Rights
Organization is active in this area?

Mr. KntSHAW. It's fairly active in Newark and not very active in
other parts of New Jersey and it has grown very slowly.

The CHn ur. Is Newark part of this area
Mr. KxRSHAW. No sir.
The C m AN. In Baton Rouge the National Welfare Rights Or-

ganization told the Negroes in the area not to give any information to
the census. We have been trying to get our people counted ever since
that time.

Mr. KxsHAw. That is becoming a difficult problem for the surveys
and that is the reason it is good to have indigenous interviewers who
can assure the trust of their respondent and that is a very difficult
problem. And with respect with the Puerto Rican families, we have
the interview in Spanish and administered in Spanish.

WORK EFFORT UNDER THE NEW JERSEY PROJECT

The CHA=AN. I noticed a statement you submitted to the Ways
and Means Committee is almost identical in conclusion to what has
been submitted to us, except with regard to the first statement. What
was submitted to us today, said "1. There is no evidence from the pre-
liminary data that work effort has declined among those receiving
income support payments."

Now, the Ways and Means Committee presentation contained a fur-
ther statement which reads "On the contrary there is an indication
that the work effort of participants receiving payments increased rela-
tive to the work effort of those not receiving payments." That state-
ment was part of the presentation of the Ways and Means Committee,
and I noticed it is not in the statement in the conclusion stated here
today. Why was that second sentence left out ?

Mr. Winson. Yes, sir. When you analyze this data, as I was trying
to point out in my initial opening statement, you can make different
assumptions on how large an increase in weekly earnings has to occur
before a family will move from a no-change in work effort category
to an increased or decreased category. For example, if you use a $25
interval, it means on the average that a family has to increase their
earnings by 33 percent before they would be counted as having
changed. If you use a $15 interval, this would be a 20 percent change.
Setting the interval requires judgments on what variation are you
going to allow for slight overtime or changes in wage levels, or when
the wife may be picking up money babysitting and so on, since you
count husband and wife income together.

Now, if you will turn to page 18 of the Watts' paper, prepared at
the Institute for Research ont poverty at the University of Wisconsin,
what we have listed there are four or five variations of the results,
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making different assumptions on the degree to which earnings must
increase or decrease before you counted it as having changed. We
were also using different types of data, as the General Accounting
Office pointed out. We had data for 509 families. In the initial report
made by OEO in February we used around 350 families. The reason
we didn't use 509 was that for a substantial amount of that data, 191
families as Senator Williams pointed out, the families had not checked
whether they had zero income, so we didn't use them. But if they also
checked that they were not employed, we still didn't use it. When
we went back and did another analysis, if they indicated they were
not employed and simply overlooked checking zero income, we in-
ferred they had zero income since they were not employed. We made
that assumption in some of the variations given on page 18. In varia-
tion 3, where we state that we have analyzed those nonresponses on
their earnings and counted income as zero when families checked that
they. were not employed or did not have an occupation, we have effec-
tive data for 493 familie& In this case, we do get a significant dif-
ference between the experimental and control groups-work effort
of the former shows a relative increase. The others do not. So what
I would conclude is that I cannot definitely say recipients will in-
crease their work effort, but I will say that we have strong evidence
they will not decrease it.

The CHAIRMAN. People tend to respond based on whether it is to
their advantage to provide the information or not to their advantage
to provide the information.

One of my friends in law school earned some side money by going
out and obtaining statements about accidents, obtaining witnesses and
things of that sort. He would go into a poor neighborhood and have
difculty finding a person he was trying to locate, and after awhile
he deveoC an approach whereby he would tap on the door and say
that someone died and left some money to this fellow and he was
trying to locate him so he could claim his inheritance. That being
the case, people became more communicative and after awhile the
man would be looking him up rather than him searching in vain for
a witness he couldn't find. And if these people had previously been
subjected to a situation whereby if they submitted evidence that they
were earning more money they were subject to having their welfare
payments reduced; isn't that correct?

Mr. KxmsHAw. You mean our benefit level?
The CHAmnAw. Yes.
Mr. KwJSHAW. That is right.
The CHAMMAN. I would think your control families would still be

subject to that situation, if they were giving you all of the informa-
tion available where they found some small outside earnings they
would be subject to having their earnings reduced by that, would they
not?

Mr. K sHAw. Not the control families. Our payments to the con-
trol families are only a flat payment for their participation, which is
about $10 a month. I think the remarkable thing about-

The CHAIMAN. Well, I have in mind if you are taking a control
family one, those control families drawing welfare payments in addi-
tion to the $10.

Mr. KERSHAW. Yes, they may be on welfare.
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The CHAIMAN. If those control families told you that they, had
additional income, they would have their welfare payment reduced,
would they not?

Mr. KRsuHAW. Not by us. They would have to do the sme thing
to the Welfare Department. There is an assumption that they prob-ablhwould.

A eCHAIRMAN. You are working for the Government and so is the
Welfare Department. If you should communicate that information or
make it available to the Welfare Department then they would have
had their income reduced, would they not?

Mr. KEm .Aw. Yes, sir.
Mr. WU.oN. Let me try on this. The control families receive a

small token payment simply to fill out the form. We found out when
you want to collect data if you pay $5 to get it returned, you can get
it. On the average families in the control group receive about $10 a
month from our experiment. That is all. They can be on welfare and
indeed they have to report that income to the county welfare depart-
ment as part of their income. On the experimental families who re-
ceive benefits from us, we check our payments with the county welfare
people to insure that that deduction is made.

The CHAMMAN. Well, of course, whatever is done here I want it
to succeed, and if I vote for it, I certainly want it to succeed. But when
we are trying to get the information upon which to base a conclusion,
I think we have to keep certain things in mind. This Government is
not going to be able to go around this country prosecuting any one
million people because they made a few dollars and kept it on the
side. Now, I generally gain the impression that to a large extent it
has been advantageous to people Just not to tell the Government the
truth about their outside income. If they do, they have their income
reduced. Isn't that correct They have their income reduced if they
tel you they had additional income?

Mr. KzmHsw. I think that app lies to all of us.
The CHAit.mr. You nod your head you agree; that is correct. If

we don't have the down-to-earth, solid information as to what moti-
vates people, if we don't know all of the facts we are not going to
come up with the correct conclusion. Sometime back I was told that
one wouldn't very well object to giving food to hungry people and I
made the statement at that time that there was more than that involved.
that my impression was in my own hometown that a lot of this food
stamp gift was being converted into cash and these people were spend-
ing the cash for wine, tobacco, marihuana, and anything else they
wanted to buy with it. I know there were some indictments in my
hometown of some merchants involved in this type of thing, so I
assume the Government checked it out and found it to be correct.
But our information will have to be correct, if our conclusion is going
to be entirely correct about this.

What were the family's attitude toward work at the beginning of
the experimental program and have their attitudes changed during
the course of the experiment?

Mr. Wilsow. We have observed that their attitudes toward work
have not changed to a significant degree. They seem to have very
strong Protestant ethic work attitudes, and this orientation has pre-
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vailed throughout the experiment to date. It has not changed that sub-
stantialy.

The CHAIMxAN. We have been concerned in the hearings with the
cumulative work disincenives when a given family is eligible for
several different welfare programs. The result in some cases is that
additional earnings do not benefit the family but actually reduce its
total usable income. I know New Jersey's experiment has a provision
to offset the effect of Federal taxes. In this respect have you taken
into consideration such things as reduction in food stamps or public
housing benefitsI

Mr. WILSON. What we are doing Mr. Chairman, is we are imputing
the value of living in public housing to the recipient. We also impute
the value of living in owner occupied housing to a recipient. So if
a person is living in public housing, we get an estimate of what the
housing would be worth at the normal market rate of rent. Then we
take the difference between what he is paying on public housing and
that market rate and we add that as part of his income before we
calculate the benefit level.

The CHAIRMAN. Have you developed any methods of compensating
for the cumulative disincentives?

Mr. WILSON. The project itself involves making an income transfer
with a work incentive element as I described earlier. Whore the family
is on welfare, we require the family to makke a choice between being
on welfare or being under our program. Then we observe their be-
havior. It is not an experiment to measure the cumulative disincen-
tive effect that you have discussed with the Secretary of HEW and
Secretary of Lafor.

The CHAIRMAN. I was talking about a method of compensating for
the cumulative disincentive andI take it the answer to that is no, you
have not developed a method of compensating that?

Mr. WIsoN. No.
The CHAIRMAN. Now have you attempted to measure these disincen-

tives and take them into account in arriving at your conclusion?
Mr. WILSoN. The only disincentive if we want to call it a disincen-

tive, that families are subjected to depends upon the rate at which
benefits are reduced as their incomes rise. It could be a 30-percent tax
rate, 50-percent tax rate, or a 70-percent tax rate. Those are the benefit
reduction rates that we have and that is the disincentive that any par-
ticipant in our project is under.

WORK DISINCENTIVES IN THE BILL

The CHAIRMANX. Well, now, there was a rather thoughtful editorial
done by the Wall Street Journal, and it was based on the conclusions
that the editors of that publication had available to them after having
followed these hearings as well as studied the bill when it passed the
House. They concluded that families under this program would be
losing about 80 cents in income for every additional dollar that they
earned on the average. It has been my impression that when we had
those kind of rates in taxes for businessmen, most of them tended to
earn no more that year or else to wait until they could find some way
to earn it where it would fall under the capital against rate of taxes
rather than to fall into their ordinary category.
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Are you in a position to say how that human factor applies to a
welfare client?

Mr. WnsoN. I am in a position to say, Mr. Chairman what we have
observed in New Jersey. I have not read the Wall Street Journal
editorial but I assume it was referring to the whole welfare system
and not te New Jersey experiment.

The ClHntowx. It was referring to this bill, it wasn't referring to
th, New Jersey experiment.

Mr. Wu zso. What I am testifying to now is what we have found out
in Naw Jersey and does not directly relate to the bill. In New Jersey we
have 80, 50, and 70 percent tax rates, if you want to call them that.
We have examined the data to see if there is any difference between
these various plans, which the General Accounting Office referred to in
testimony today and amplified on in their preliminary report on us,
and we can find no significant difference in behavior among families
in the 30 50 or 70 percent plans. This does not mean to say differences
may not be there when you collect more data; but with the data we have
on hand right now, we can find no significant difference. This also
applies not only for each plan and by city, it applies by ethnic groups
as well. We can pick up no significant difference.

The CHAMMAN. I know of situations where people have told pros-
pective employers that they would be willing to work but only on con-
dition that they would be paid in cash and no record kept. Now, so often
have I run into people who know about it or who know other peo-
ple who have had that experience that I gain the impression that is
not at all unusual. I can see why people would react that way if they
are going to have 70 percent of itor 80 percent or even 100 percent taken
away.

Now to what extent do you think you are aware of that ?
Mr. WsoN. We are very much aware of this fact, but keep in mind,

Mr. Chairman, that we are working in an urban area where most of
the low income families' access to other sources of income is through
earnings. They have to have a job to get earnings. And when they do
have a job, particularly in an urban area, we can verify those earnings
for the sake of this experiment. They don't have much access to non-
earnings type income, but we are keenly aware of the potential of
these other sources of income, and we are trying to collect such data.
Mr. Kershaw may want to add to this.

Mr. KRsHAW. In New Jersey, we are definitely concerned with the
cumulative tax rate problem as a disincentive, and also so we can
do our analysis knowing precisely what tax rate a family is facing.
In New Jersey, there are the other supplementary programs and public
housing, which we have washed out by using the imputed income; the
Federal income tax deductions which we are paying the families in
order to maintain them at a constant 30, 50, or 70 percent benefit
reduction rate; and although there is low participation among our
families for reasons I am not aware of, we have records of the f6od
stamps they are receiving so we can use that as supplementary income
in our analysis. And there is no State income tax. The only other maior
additive tax rates that would be bothersome in New Jersey are social
security taxes and payroll deductions, which we are not treating but
on which we have information: and medical care, which tends to IX it
very large item. We are now contemplating introducing a comprehll1-
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sive medical insurance program for the families in order to try to get
some information on that aspect of it.

The CHAIRMAN. Senator Anderson.
Senator ANDEsoN. Who is in charge of this hearing heme today?

Who represents the Federal Government, Mr. Marvin or Mr. Wilson?
Mr. WmsoN. I would say Mr. Hjornevik is representing the Office

of Economic Opportunity.
Senator AwNEasoN. Will the Office of Economic Opportunity agree

with this characterization you have of "black," "white," and Spanish
American"?

My colleague is a Spanish American and a very good Senator. I
think he would have violent exception to that sort of classification,
no matter how convenient it may be for your people. Who authorized
that?

Mr. HjoRN v. This experiment was undertaken and begun by the
previous administration. We looked at it upon taking over, and re-
garded it as a sound social experiment. There is interest in whether
there is difference in behavior of any groups, thus far we haven't seen
an, significant difference. So that r think we took a project that
existed and looked at it and concluded that we found it was a sound
social experiment r.nd we carried it on.

Senator Awnnxw. Are you trying to tell me that President John-
son is the person who set this up as "black," "white," and "Spanish
American" and, 'f so, whet did he do it?

Mr. Hjoxvnx. No, sir. I think the concern was whether or not-
social scientists, as Dr. Wilson has indicated, are interested in whether
there is different behavior between ethnic groups in our society, and
it was incorporated as a part of our experiment and we chose not
to undo that.

Senator ANDERSON. Do you feel that is a proper term to be used?
Mr. HJoRNEvK. I think in terms of trying to understand our society

it might well be appropriate.
Senator ANDERSON. I can only say I don't agree.
Mr. HioRtrvix. I understand, sir.

CONTRACTS FOR THE NEW JERSEY EXPERIMENT

Senator WITuIdMs. Dr. Wilson, as I understumd it, this so-called
New Jersey experiment was conducted under two contracts; is that
correct?

Mr. WILsoN. It was conducted under a prime contract with the
Institute of Povert Research at the University of Wisconsin, which
is headed by Prof. Harold Watts. They then subcontracted to Mathe-
matica of Princeton, N.J.

Senator WLItMs. The first contract was with Dr. Watts; is that
correctI

Mr. WmsoN. The prime OEO contract is with the Institute at
Wisconsin.

Senator WIJIAMS. What was the amount of that contract ?
Mr. WILLIAMS. It is a 3-year project. I can give you how much lbMs

been spent to date.
The amount that has been expended so far is $4.6 million.
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Senator WuAMS. How much was authorized under the contract I
Mr. WnsoN. Under the contract we were authorized between $5.5

million and $6.5 million.
Senator WHLJAMs. And this is the one prime contract that was made

and the others were subcontracts
Mr. WILSON. The prime contract is made on 1-year fundings. We

have refunded the project every year.

PREJMUNARY REPORT OF ORO SEEN AS PREMATURE

Senator WA Ms. Dr. Watts is the head of the Institute of Research
on Poverty. Is that one the prime contractor?

Mr. Wr.soN. Yes, sir.
Senator WIUJ.AMS. What was his background?
Mr. WUnow. Professor Watts has a Ph. D. in economics from Yale

University. He graduated from the University of Oregon as an under-
graduate student. He then taught on the faculty as an assistant and
associate professor of economics at Yale University for 5 years.

He then went to the University of Wisconsin as professor of eco-
nomics and director of the Institute of Poverty Research.

Senator WunLuxs. A well qualified individual, in Tour opinion?
Mr. WsoN. Yes, sir, very well qualified, in my opinion, and highly

respected within the profession.
Senator WHAAs. I understand ne is the one who designed this

project. In May 1969, in a paper read before the American Economic
Foundation, he stated that he did not expect that reliable results would
be available to 1971, and I understand that he thinks this preliminary
report was premature and that any conclusions derived thereon may be
somewhat hasty.

Do you agree with him, or do you disagree with him?
Mr. Wusox. Senator, there is no disagreement between Professor

Watts and myself. The paper that you have referred to was published,
as you said, I think, in May 1969. That paper was delivered, as I rcall,
at the December 1968 American Economic Association meeting.

I think it is important to point out that what Mr. Watts was trying
to discuss in that paper was that the project we are discussing is the
first social experiment that has ever been conducted in this country. We
didn't know whether it would have to run for 2 years, 3 years, or 4
years, before we could get meaningful and significant results. No one
knew. What we could suggest was that it might take anywhere from 'he
first 6 to 12 months for people to become acclimated to receiving these
benefits, and that the results might be biased during the initial part of
the experiment.

We didn't know whether it would be 1 month or 12 months.
Furthermore, toward the end of the experiment, it was possible that

the answers that will be given might be somewhat biased because par-
ticipants will be anticipating the end of the experiment.

Again, we don't know whether that will bias the last 6 months or the
data on the last 1 month of data. We felt that somewhere in between
you might be getting somewhat unbiased results.

We do know that we can look at these results, as you are, and s.b-
ject them to standard statistical analyses tc see what the changes are
that are occurring. For the preliminary report, we had 9 months of
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data in Paterson and Passaic and 12 months of data in Trenton. We
made a decision to examine the information because we had standard
tests which we could apply to determine whether there was a
difference.

We have continued to examine the data to see if our findings, the
preliminary findings and statements, were indeed correct. This is
what Mr. Watts was referring to. It is a problem that confronts any
social science experiment-whether the results are biased. After care-
ful analysis, our judgment is that they are reliable.

Senator WILaAMs. I understand what he is referring to. He is re-
ferring to the fact that in his opinion-we both accept, le is a reliable
individual-a premature report may not be the basis for a guide of
action.

WORK EFFORT UNDER THE NEW JERSEY EXPERIMENT

Now, the Chairman referred to this report. submitted to the Ways
and Means Committee by your organization wherein you stated:

We believe that these preliminary data suggests that fears that the Family
Assistance Program could result In extreme unusual or unparticipated responses
are unounded. Furthermore, we believe that these preliminary data from the
New Jersey project area indicate that a Family Assistance Program is practical.

The data suggested that. There is no evidence that work effort declined among
those receiving Income support payment On the contrary, there is an indication
that the work effort of participants receiving payments increased relative to the
work effort of those not receiving payment.

That goes on from page 3 of your report, which was filed on Feb-
ruary 18, 1970, and was submitted to the Ways and Means Conimittee.

Do you still agree with that statement?
Mr. WInAON. Yes, sir, I still agree to that statement, and I further

refer you to a paper by Prof. Harold Watts that you have in front of
you. He goes through a complete analysis of the data, and reaches the
same conclusions as those in the OEO preliminary report.

Indeed, we did have enough evidence to state in general there would
be no substantial unexpected large decline in work effort, and thus no
substantial increase in the cost of the program over and above the cost
estimate based on the assumption of a pretty much constant work
effort.

In other words, a 40 percent or 50 percent reduction in work effort
was not to be expected.

We do not have enough evidence to state what the differences would
be between the plans. We had only tentative evidence that would even
suggest there might be an increase in -,,'ork effort, and in our prelimi
nary report we said that it was only suggestive.

I refer to page 18 of Professor Watts' paper where we have the
statistical evidence on which you could make such a statement; wi
do not make that statement. We say there will be no substantial
decline.

Senator WuajAux Well, I have read his stateme .z and he is going
to testify later so we won't go into that point.

I would only say if he ever endorses a project f flline I hope he
doesn't use the same language.
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REASONS FOR THE PLREUINARY REPORT

But, continuing, I notice that about the time of this report you,
too, had some reservations. There was an article appearing in the
New York Times Magazine just a couple of months ago featuring
Dr. John Wilson, Research Director of the Offices of Economic Op-
portunity, where you described this report, and I would like to quote
from that :

I sat down to write a report, Wilson recalls, with a rueful grin, and I took
it to Pat Moynihan. Pat Jumped all over me He stalked out of the room waving
his ams, that Irish temper of his flaring. "Wilson," he said, "You mean to tell
me that you have had a $5 million experiment running in New Jersey for almost
two years now and you don't know what you have got."

Apparently this is quoting you:
I tried to explain that you had to let the experiment run its course before

you could evaluate your data. "Wilson," Pat snorted, "the fact is that you haven't
got any answers. Why don't you have answers? That is the trouble with econ-
omists. You never have any facts until It is too late."

Continuing quoting from this article, and I might say it is also
interesting to write articles and read them:

He got me so mad I said dammit, I will get some answers.
This confrontation took place on a Thursday. Wilson returned to his office and

he said he stewed about the decision he had to make all the rest of that day and
most of Friday.

The first dzble group of families in the experiment had been getting aid for
only about 15 months. Wilson doubted that this was enough to show any positive
trend. He was afraid that a premature compilation of data might jeopardize the
whole experiment, that he decided, with political pressures what they were, that
he had to chance it.

Now, in view of the fact that Dr. Watts, who we both accept as a
qualified individual, who is the prime contractor in this, felt very
strongly that the premature report would not be the basis of a sound
conclusion, and in view of the fact that apparently you, too, who are
recognized as a qualified representative, felt very strongly about it,
and the GAO in their report, they have questioned the wisdom, I am
wondering Just how much attention we should pay to the last part
where political pressures what they were, that you had to chance it.

Is this a political report to justify a conclusion or do you think
it is based on fact I And" at what point did you change your mind and
decide this had some constructive support rather than just being po-
litical, something of a political decision that you were going to make
to justify a position that you thought the administration want,-d to
take?

Mr. Wu soN. Senator, indeed Pat Moynihan and I have had a very
colorful relationship. A Missourian like myself ended up at Yale,
and a New Yorker ended up at Harvard, one as a sociologist and one
as an economist. But Pat and I are very close friends and we engage
in these dialogs--sometimes they border on monologs.

Pat and I have been discussing the role of social science research
as it relates to public policy and analysis. The basic problem that I
faced m making the decision to release the report was that 2 years
ago, under a previous administration, it was determined to run an ex-
periment called a "Graduated Work Incentive Experiment."
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And no one in their wildest imaginati n at the time could envision
that there would be something called a "Family Assistance Plan"
being proposed today.

The experiment was designed and our previous thinking was to mn
it. for 3 years. It was to rn for 3 years because we la(1 no idea
whether It would be 1 year, 2 years, o)r 3 years before we could get
conclusive data.

We set out to collect data. The question then becomes, if a policy
issue is being debated in public arena and you have information and
it is well known that you have this information, at. what )oint can
you make it available, at what point can you provide that information
io people who have to make decisions?

We made a decision that that information should ;,e made public,
that indeed we should at least examine it and see if there were any
significant results.

hTow, you can look at the data and you can say you have standard
tests to see whether it was significant or not significant. You can raise
the type of discussions that we are engaging in today about the valid-
itv of the data. I can certainly address the issues that have been raised
b; the General Accounting'Office as to the basic methodology and
data. Those issues have been raised on many occasions and in many
different arenas.

We did not 1)ul the data to substantiate any predetermined con-
clusion for the simple reason that we had no predetermined conclu-
sion built into the experiment.

The experiment was designed tn see if there was a decline in work
effort among those receiving .gments.

I was asked to answer, does work effort decline 10 percent.? Do we
have to increase our cost estimate by 10 percent because of the de-
cline in work effort, or is it 12 percent, or zero, or maybe it is 50 per-
cent?

So we pooled the data, and the data would have to fall as it came
out. In other words, if that data said there was a decline in work
effort, that is what. we would have stated. We are simply stating that
the data we have now shows no decline in work effort.

If we had found 10-percent decline in work effort, that is what we
would have stated. If there had been a 20-percent decline, we would
have stated that. And when the data was pooled, if the Office of Eco-
nomic Opportunity said we could not show the data because it showed
such a substantial decline, certainly Mathemnatica and the University
of Wisconsin could still have published it.

Senator WILMAMS. When did that article appear?
Mr. WILSON. When did what article appear?
Senator WnuAxS. The one from which I just quoted.
Mr. WnrsoN. This I dor't recall, Senator.
Senator WILLIAMS. I understand it was April of this year, which

was about 2 months after you had submitted a report, ana that is the
reason that I was attracted to your criticism of the fact that his re-
port could be considered reliable or the manner in which it was com-
piled, because this was after your February report.

Mr. WmSON. As I recall, the article was quoting me, and where they
obtained the quotes I don't know. But it was quoting the process I was
going through in making the initial decision whether tip e,%aminv the
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data, and the decision was made jointly by Professor Watts aid my-
self. After examining the data, I was convinced it was reliable.

I requested the data from Professor Watts. I cannot demand the
data from him. I made a request to Professor 'Watts. Is there anything
in the experiment that would give us a lead on how much it would
cost, from a cost point of view, for a New Jersey type program?

The CHAIRMAN. Senator Bemett.
Senator BE-NLrrr. I have just one question. I have not been study-

ing the basic documents as my colleague from D)elaware has. But it
seems to me if you find no difference in reaction to 25-percent tax,
or 50-percent tax, or 70-percent tax, then it is logical to assume that
there would be no reaction from a zero tax or a 100-percent tax.

In other words, this whole process has no effect. You can't measure
any effect that this process has on the work attitudes of pol)le. So
we can assume that, if you give them no money, they work just as
hard as if you double their income.Mr. WILSoN. Senator, I would not go to the conclusion that there
would be no difference between a zero and a 100-percent tax. There is
evidence around to suggest that the 100-percent tax which does exist
under the current welfare system in certain cases, when you add
everything on, does have a disincentivee effect.

You will see bunching at a point, before they jump o%-er into a
much higher tax bracket.

What we do have out of New Jersey is that we have not to date
seen significant differences in the impacts of the three plans that we
have. We have looked at this. This is not to say that they might not
exist in the future. This is what the experiment is designed to deter-
mine as a secondary portion to the aggregate issue of whether in
general there would be a decline in work effort.

We don't have sufficient data to differentiate among the plans, but
the data that we do have is the best that is available anywhere right
now. I am not about to say that that could not occur in the future.

Senator BENNE'-r. Well, the difference between 25 and 70 is ap-
proximately 45 percent. It represents approximately half of the po-
tential available and you detect no difference?

Mr. WrLsoN. We detect no difference, but that is very preliminary
and if you ask my best professional judgment I would say there will be
a difference. But that is just a judgment at. this point. I have no data
to back that up.

The CHAIRMAN. Senator Jordan.

SELECTION OF NEW JERSEY FOR THE EXPERIMENT

Senator JORDAN. Mr. Wilson, I want to clear up a few points that
are not clear to me, and I haven't had a chance to read this voluminous
re prt.

Tell me why did you select New Jersey as a site for your experiment,
in the first place?

Mr. Wnsow. Yes, sir. Our initial consideration in trying to select
a site for the experiment varied between going nationwide, using a
complete national sample, to selecting a very small, limited, liomo-
generous group of households in one area, not even having the diversity
that we have now.
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So we rnged between these, and a middle position was adopted.
Wle said we did not have the administrative capability to go nation.
wide since we never conducted a large social science experiment before,
but we said we didn't want to keep it so narrow that it might be
irrelevant for policy analysis and policy purposes.

So we decided to broaden it out and do a rather diversifiedpopula-tion but concentrate it in one geographic area. New Jersey offered us
this diversified population-whites, Puerto Ricans and blacks.

Since there would also be some interaction o? public assistance
programs administered at the State and Federal level, we had to deal
with and get the cooperation of the State welfare agency. So we had
to look for an area where we could get this cooperation and indeed
New Jersey offered us very close cooperation from this point of view.
We had to check records back and forth, and we will recognized that
some of our families would be under welfare in both the experimental
and the control groups.

We also had a desire for a State with several distinct and diversified
labor markets. We had that in New Jersey, so we could measure vari-
ance on this aspect.

We wanted a place, from an administrative standpoint, that was
in close proximity to Princeton, N.J., where a lot of the people in tle
design and operation of the experiment were located, and where
Mathematica was located. Now Jersey offered this advantage.

Finally, we viewed the absence of AFDC-UP as desirable from an
administrative point of view. We can easily control for AFDC-UP,
though the General Accounting Office raised some questions about this.
There is no problem controlling for it in a statistical analysis; it
simply complicates the administration of the experiment.

F or all of those reasons, New Jersey was selected as the site.
Senator JORDAN. In what respects is the New Jersey location unrep-

resentative of the population that would receive welfare under the
administration's welfare bill, and how do you expect to extrapolate
from your New Jersey experiment nationwide?

Mr.. WIlSON. We don't intend to extrapolate from our New Jersey
experience nationwide. Indeed, we cannot. The New Jersey experiment
is urban and male oriented. But if you look at the segment of the
population for which you could anticipate the largest decline in work
effort and, therefore, you could make your greatest error in trying
to price out the family assistance plan, it is the male-headed families
who work a full year.

Now, of all of the male-headed families who work a full year that
would be available for the family assistance plan, 75 percent of them
are in an urban area. That is the best estimate-I have.

There we made a decision the New Jersey experiment fits the criticaltarget population where you might anticipate the biggest error in
trying to get a cost estimate for the family assistance plan.

Senator JoaDAN. But it will have limited usefulness to us or anyone
else who wants to use the results of the study on a nationwide evaluation
of what would take place I

Mr. WiusoN. It would have limited usefulness. It does not cover
female-headed families or rural families.
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UFFU OF LIBALIZATION OF XrW JMSY WELFARZ LAWS ON TM
EXrP1WTLENT

Senator JORDAN. What effect did the liberalization of the New Jersey
welfare laws have on your experiment

Mr. Marvin said that a law that was effective in January 1969
liberalized the New Jersey welfare payments and there was an attri-
tion from your selected families of 84.2 percent in the low bracket,
27.5 percent in the medium bracket, and 6.3 percent in the high bracket.

Mr. WunsoN. Yes, sir. I do not view the families we have on welfare
as lost by attrition from the experiment. Indeed they are not lost.
We still collect data. We can use the information that we collect in
our analysis. The real attrition rate involves those families who we
no kngu have track of, who have moved out, or dropped out of the
epient and maybe have gone on welfare. We have no track of
them and we are no longer collecting data.

Senator Joi)rAN. Sixteen percent of--
Mr. Wueor. Sixteen percent in Trenton, Paterson, and Passaic.

Now, what we did, when we started getting this attrition rate, we made
the necessary adjustments, particularly when the AFDC-UP was
passed in New Jersey. We introduced the high benefit level plan. We
increased the sample size by 300 families. In our design of the experi-
ment we anticipated a 20- to 25-percent attrition rate. Absolute loss
of families.

When we had the 16 percent in those first three cities, we decided to
increase the size by 300 families to get more data. That we have done.
We added another city, Scranton, Pa., which has AFDC-UP. It
was ongoing. It was relatively stable and therefore it was known.
We could easily consider this in our analysis.

In the Jersey City and Scranton areas our attrition rate is running
5 percent. We think that this tremendous reduction in attrition is due
to the measures that we have undertaken.

We do not view the attrition as indeed serious. In our initial plan-
ning we anticipated a 25-percent attrition rate, and that is quite normal
for any long-term longitudinal study which tries to follow a family
over a period of years.

Senator JORDAN. You ae following these people who have chosen
to go on welfare rather than further participate in the plan?

Mr. Wuaoi. Yes, sir.
Senator Jowmun. But how do you use them in your statistical evalua-

tion, in which of the eight classes do they fall?
Mr. WnLsON. You can treat those families who have AFDC-UP

in one of two ways, and indeed we treat them in both ways.
The first, and this is the type of evidence I am giving today, we

can say that the fact that these people in the experimental and control
groups are on welfare makes no difference because both families are
subject to the same type program, just as they are subject to the same
type jobs, just as they are subject to the same type veterans benefits
and social security.

These are things you want the control for.The critical element that varies is the option among the experi-
mental families to receive the type of benefits that we provide. That
option is not available to the control families. So we can treat them
inthat ense.

4"827 0-O--pt. 2---
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Secondly, we can treat it in a mathematical analysis because we
know what the tax rate is to those on AFDC-UP and we know what
the benefit level is.

We just use those tax rates and those benefit levels and include
them with the rest of our data. And that is what we are doing.

WORZ KYoWIr U)WRR TH EXPERI=MNT

Senator JoDAzN. When you draw a tentative conclusion that your
results so far show no decline in work effort, how do you classify
the 842percent who chos to go on total relief rather than participate ?

Mr. K=ISHw. They are considered included in the analysis. That
may have given somebiased data at the end.

Mr. Wnii. Let me add that if these families left these programs
to go on welfare, then you would have to my that the bias was down-
ward. This means they were reducing their work effort, which means
our benefits would have increased. So we had to build in an incentive
for them to stay in. We don't think there was that much bias at all,
because of the incentive to stay in our lan, and because they have to
reduce their work effort to go under AFD UP. Once they did that,
calculate benefits would automatically increase. Even given this
dow ward bias, our results show no significant decline in work effort.

Mr. KiMHAw. Many of the families who went from being bene-
ficiaries of the experiment to welfare were families where the male
earner was disabled or left the home and so became female-headed
families, but the incomes were still counted in the final analysis I
think what Mr. Wilson is getting at is their incomes tend to be slightly
lower. But in order to get a lare enough sample size we included
them, and this gives a downward bias

Senator Jomwx. Did I understand Mr. Wilson to say in just thelast sentence he spoke that when these people elected to go on welfare
you increased their payments ?

Mr. WheoN. No, sir. Mhen thoy elected to go on welfare they had
to dopa out of-they could no longer receive benefits in our program.
Haty stayed in tm program and reduced this work effort, benefits
would hive increasd.

Senator JORDAN. What did you state on the last?
Mr. WnZsox. What I vin saying is, I was referring to the bias that

that may introduce in our data. And our program is built to keep
them in our program.

If they reduce their work effort, they are going to get more of our
payment& To go on State welfare, they would also have to reduce
their work effort. We analyzed that and we don't think, to the best
of our knowledge, that has biased our saying what we generally state:
There has been no decline in work effort.

We can treat them with standard statistical methods.
Senator JoiwAN. I don't understand what you are saying, but I will

yield.
The CHAImAN. Senator Byrd.

JOB lsECUxRT

Senator Bym Mr. Wilson, yow report says that job stability is
twice as important as any other aspect of the job.

Would you comment on that?
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- Mr. Wnsor. Yes, sir. We asked these families on the interviews,
what "pec of your job do you consider to be most important, first,
second, and third I We have listed the options--high salary, interest-
ing work, fringe benefits, stability, things like that. What we have
found is that these families very strongly prefer a stable job, a per-
manmt job, with no probability of layoff, even as opposed to high
wages or opposed to better working conditions. And that is what that
statement refers to.

Senator BTR& The most important factor you found to be then the
job security ?

Mr. Wmaox. Yes, sir.

0OST OF THE PROGRAM PER FAMILY

Senator By=n. You estimate the cost between $200 and $800 per
family per year, administrative costs under the existing program.

That excluded the cost of training and services?
Mr. WnsoN. Yes, sir.
Senator ByRD. So that is another way of saying that the adminis-

trative costs of the present welfare program run between $200 and
$300 per family per year, excluding the cost of training and services?

Mr. Wnsox. Yes, sir.
Squator Bym You estimate the total cost for the family for the

type of administration involved in the experimental program in New
Jerseyto be between $72 and $96 per year?

Mr. Wnsox. Yes, sir.
Senator Byip. That is exclusive of work training?
Mr. WusoN. Yes, sir.
Senator BT=. Could you indicate why there would be that rather

mibstantial difference in administrative costs ?
Mr. WILoS. The substantial difference occurs in the cost of the

timsqent by welfare workers in verifying the eligibility of welfare
1V0mfentl We-know that it is much less costly to simply have the

fill out the form as is done under the Internal Revenue system
an mail them in with the audits on the return and make the payment.

So the major difference is the cost 6f those welfare workers, the time
they have to spend on verification and the determination of eligibility
as opposed to the delivery of social services.

POLICING THE PROGRAM

Senator Bran. How do you police the system ? Suppose I fill out
a card andmiad it in and I automatically become the beneficiary of

Mr. W~I~s. N~o, sir; these families were selected initially to par-ticipateknator Bnm. I was not speaking of the experiment at that point,

Iwas speaking now, assuming the program is enacted.
Mr. W soNY, sir.
Senator Bim Ad I, or anyone in the room, who would fill out

a card would 41toiatically go on public assistance a
Mr. Wxsol. I think an initial determination would definitely have

to be made. I can tell you what we do in New.Jersey once the de-
termination has been made. They send in these forms every month
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and they include their payroll stubs so we can verify their reported d
erninv Fer the first 4 months we made copies of all of these lay-

Now, we use them for audit purposes and then mail them back
to the fWilies, since they need them for their records. That is it
very effective way to find out what their earnings are.

We check their W-2 forms at the end of the year to make sure
the total reported as income as of up to what they report to the
IRS.

Mr. KmaRAw. We audit all families on a "for cause" basis.
Senator Bran. I didn't understand you.
Mr. KaImAw. If a family's income falls to zero, we would audit

that family automatically under the assumption that they were mis-
reporting, or to determine what had happened. If there are any
large changes in income we would also audit the family. Under the
national system we could do that automatically, if your computer
program indicated a large difference in income. You could auto-
matically flag a family in doing an audit. We use the family social
security history. Each family submits a card asking the Social Se-
curity Administration to submit its income history and we compare
that to the income report we are getting.

We are contemplating now an audit of 10 percent of the families
in the experiment using some technique which really hasn't been de-
veloped yet but which we hope we can develop.

The Internal Revenue Service tends to ignore the very low in-
come family because there is not much yield per dollar investigation,
so we are going to try a net worth system to determine whether the
family asset holdings have increased disproportionately to its earn-
ings, and a consumption test to see whether the purchase of goods and
services indicate an income level above what they have reported. So
we are still making efforts to develop an effective audit.

Senator Banw. When you use the figure $72 to $96 per year, does
that take into account the procedures that you have just mentioned?

Mr. KrasHAW. Yes, sir.
Senator Bran. Thank you, Mr. Chairman.
Senator ANmz!soN. Are you familiar with the pamphlet "Institute

for Research on Poverty" ?
Mr. WItsow. I am familiar with the traditional one. Is this the one

I handed out?
Senator A-mzmsoN. Yes.
Mr. Wnusoi. The one by Harold Watts called Adjusted and Ex-

tended Preliminary Results from the Urban Graduated Work Incen-
tive Experiment-yes, sir.

Senator ANDEmsoN. On table 1, page 9, it says racial distribution.
Is there a division between Spanish American and other Anglo-

American ?
Mr. Wn-sow. Yes, sir; I see that.
Senator ANmERsoN. Now, on page 14, the rate is also higher for the

Spanish-speaking part of the sample.
Do you recognize a difference in Spanish speaking and Spanish

racial causes ? \
Mr. WuAoN€. I certainly recognize the differen,., I , 'vct S , 1,ish

speaking and Spanish.
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Senator AmsoN. I think it is a bad paper and it should be cor-
rected. I do think it is a poor classification.

Mr. WLSoN. Yes, sir.
Senator AN~ztoN. There is also a table 11, and again it shows white,

black, and-
Mr. WnsoN. This is table 111
Senator ADESON. Yes.
Mr. WIISoN. I think Professor Watts was simply trying, as I said

before, to give you as much information as possible. We certainly
understand your feeling.

Senator AxmsoN._ That is fine, but there are complications.
Mr. WIsoh. Yes, sir.
Senator AwmzsoN. On page 31, table 13, it shows different patterns

for the black and Spanish-speaking subsamples I
Mr. WnsoN. Right.
Senator ANEzsoN. I think those are essentially unfortunate words
Mr. Wusox. Yes, sir.

WORK EFFORT

The CHAIRMAN. Mr. Wilson, chart 6 on page 15 of the February OEO
report is supposed to show that low-income people are strongly work
motivated. I wonder if the figures that you show on that chart really
indicate that, since these individuals who by definition have inade-
quate incomes, you would think that nearly all of them would aspire
to a better job.

Yet by your figures 35 percent seem to be satisfied with what they
have, and when you start talking about what they would have to do
to get a better job, like moving or taking a temporary pay cut or
moonlighting, the numbers interestingly drop still further.

Do you have comparable figures snowing the attitudes on these
issues of people in the population generally?

Mr. WIsoN. Not to my knowledge.
The CHAIRMAN. Is there existing information specifically addressed

to those questions for the total populationI
Mr. Wnso. The reason we included that chart in our preliminary

findings is that once we found out there would be no substantial decline
inwork effort, we Asked ourselves the question, "Why?" We asked our-
selves this question because, using traditional economic theory, I could
show you that there would be a decline. In theory it should have de-
clined; why didn't it?

And so we were searching, as social scientists do, for reasons, and
we found by looking at this data that these people have a rather
stronger desire to work than might have been anticipated by many
profeisional social scientists. These people want to work and want a
job.

They want a mechanism that will assist them in getting meaningful
employment. That is why thew data are included.

WORK DISINCENTIVES

The CHAIMAN. I suppose that before -the hearing is over we will
start using the term "the welfare tax" wher we will be referring to the
amount that a person loses on his earnings as the result of reducing his
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welfare. As a matter of fact, it works out just exactly the same. If you
are going to reduce a man's welfare payment by 80 percent of what he
earns, that works out the same as taxing a man 80 percent on his
income.

I see you are nodding your head. You agree that is the case. The
more I have thought about it, the more I have come to equate a poor
mar,'s cut, or poor woman's cut in their welfare check when they go to
work with the tax that we put on someone else's income. It works outexactly the same way.

On the average, in this bill, for every dollar someone makes, he has
his income reduced by 80 cent. That is his welfare tax. And in private
industry we have found that to be a very frustrating thing to highly
motivated people who have been very successful. I don't see why it
should be any different with welfare clients and I don't know what
evidence anyone has to indicate that where it gets to be a 100-percent
tax is going to be any motivation at all.

You may have some, but I just don't see it. Do you think you have
it hereI

Mr. WnsoN. I would say we have evidence here-I have no evidence
that says that with a 100-percent tax rate-that was not included in
the experiment. If you ask me for my professional opinion, definitely
a 100-percent tax, whether it if on welfare recipients or those who
earn income, a marginal tax rate of 100 percent would have a definite
disincentive effect on work effort. I don't think we can deny that.

The CHAMMAN. My reaction is that you can't get the most successful
and highly motivated people in America to do much if they are con-
fronted with.an 80-percent tax. And if they are confronted with a 100-
percent tax, they will tell you to go and jump in the river-and that is
using a polite term.
Now, there is just no reason to expect welfare clients to react any

differently.
Furthermore, from time to time we have-voted for a 100-percent

tax. Senator Williams had an amendment where he thought someone
was doing something that we should encourage, and he proposed we
put a 100-percent tax on it. The whole purpose of it was to see that
they do not do it.

Senator WLUAt us That was a bribe to a public officials.
The CHAIMAN. My recollection was it had something to do with

conduct of private foundations, that he thought they should not be
encouraged, and he wanted to put a 100-percent tax on it, and I voted
for it.

Now, when we cut someone's welfare by 100 percent of everything
he earns, I would think you would have the same impression, that the
Government doesn't want him doing that, and that is why it puts a
100-percent tax on it.

Do you see why welfare clients would have any different reaction
to it I

Mr. WuAoN. I see no reason why welfare clients would have any
diffamnt re9ktion, and I agree with you-the 100-perctmt tax rate
would have a strong--I have no evidence to the contrary-I agree
with you 100 percent
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FAMILY BREAKUP UNDER THE EXPERIMNT

The CHAIRMAN. Thank you. In chart 9 of your February 18 report
you show an indication that families getting grants under your ex-
periment tend to break up more than those not getting grants. And
Note that this single occasion which the figures tend to argue
ainst H.R. 16311, is also a sin ie occasion when you saw fit to em-
phasize the "extremely tentative' nature of your data, and also to
bring up outside data in chart 10 to dispute the results of your own
information,

Can you explain why your information as to the number of hus-
bands and families is more tentative than your information as to
the amount those husbands were earning ?

Mr. WnsoN. Yes, sir; Mr. Chairman. We only had 36 funilies who
broke up.

Now, what we were saying was that the experiment was itot designed
primarily to get at family stability. We designed the exper tment to get
at the effects on work effort. If we had designed the experiment to
get at family stability, we would have probab y had 10 times as large
an experiment as actually conducted. I was asked, "Do yca have any-
thing in New Jersey on family stability ?" With only 85 families or 40
families or 50 families, that is not sufficient data, and I would say
that the census data based on much larger samples is much more
accurate.

FEDERAL SUPPORT FOR LEGAL ACTION CHALLEGING WELrFr LAWS

The CHRImAi. I have a newspaper account here of a document
entitled "Know Your Welfare Rights" prepared by an attorney on
the staff of the Tulare County, Calif., Legal Services Atsociation,
which I understand is OEO-funded.

This document advises Tulare County welfare recipients there i
-no good reason why Welfare can force you to work, no matter what
your social worker says. That is a statement which is absolutely
false, says the Office of Economic Opportunity, in the position of
underwriting efforts to undermine the work-incentive program which
was passed in 1967.

I will ask that this newspaper article which I refer to be made a
part of the record at this point.

(The document follows:)

Wl=u.XA PAMPHLET WITHDRAWN-"You DON'T HAVz To Woax" ADvicu Trm
Row

VxwuLA.-Proteste of some Alare County residents have halted the distribu-
tion of pamphlets informing people of their welfare rights.

The eight-page booklet, "Know Your Welfare Rlghts," was prepared by the
Tulare County Legal Services Assn., a community action group working with
federal antipoverty funds.

The association sad it was Intended to inform the poor of their rights with
00 welfare departmemt. Opponents of the pamphlet say It tells people how to

4~uwe1A*liu-but not bow to set off.
kMamt b## saorf after -publication. Com2plining citizens told directors

Vzih.ie l a_4 9oe tbe7 e*ted to the language and attitude of the

BEST AVAILABLE COPY
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"How can I get on welfare? If your income is less than you would get on
welfare, you can get money from the welfare department."

The paragraph that brought the angriest reaction is:
"If you don't want to work: There Is no good reason why welfare can force

you to work, no matter what your (social welfare) worker says."
Louis LaRose, a Visalia attorney and president of the board directing the

legal service organization, told a recent delegation of complaining citizens that
that the pamphlet was printed without the knowledge or permission of the
board

"We did not read It at all before It was Issued," LaRose said.
To prevent repetition of such difficulties, the board decided in the future to

revilew all staff publications before they are printed.
The author of the pamphlet is Earl Dunn, the single staff attorney In the

legal aid office since October, 1968. The advice, be contends, is legally sound.
But Hilm Puad, Tulare County Welfare director, says the pamphlet is

misleading.
'Whenever a person whose knowledge of welfare Is limited tends to simplify

eomlex regulations, the result is that the person who reads It casually tends to
be misledd" be said.

The legal services office was established two years ago as a delegate agency
ot the County Community Action Agency, a local antipoverty project funded by
the Office of Economic Opportunity.

The CHAIMArN. Do you have any comment about that matter?
Mr. WhsoN. I am not a legal services expert, since I am not a law-

yer. But Mr. Hjornevik, representing the agency, can address himself
to that.

Mr. HjoRrzvix. Based on what I have heard, it does not sound
proper. I will be happy to look into it for you.

'me CHAiMMAN. My fear is that that information was given to these
peopl and that is part of the difficulty that we have had in trying to
prevai upon people who are drawing welfare payments to go to work.

Senator W xmuxs. Would you furnish the committee the amount
of the grant, if any I

Mr. HR x. Yes, sir.*
Senator WnI LAMs. And the dates, and so forth. The dates that the

grants were approved.
Mr. Hiowm . Yes, sir.
The CHAIwRAN. I notice that the OEO has in some cases apparently

been supporting these efforts to challenge the various welfare decisions
in State laws, for example, on the duration of residence requirements.

On April 21,1969, the Supreme Court ruled in three cases--Shainro
v. Thompson, "Waaington v. LeGrant, and Reynolds v. Smith-that
it was unconstitutionml for any State law to impose a duration-of-
residence eligibility requirement for public assistance. Was that litiga.
tion OEO funded f

Mr. Hjoaxuv . I don't know sir, offhand. I will have to check.
The CAm AN. Would you obtain that information for us and let

us know bout that?
Mr. HLJoREvIK. Yes, sir.
The CHAnAN. I have a memo on three other cases, one involving

the man-in-the-house rule being voided; another requiring that hear-
ings be required before welfare assistance can be terminated; another
regarding denial of welfare for refusal to allow caseworkers in thehome ;. and another inolvig the refusal to name the putative father
not bem'n grounds for denial of welfare funds.

I will submit this memo and ask would you please advise us ti- wha,
extent thE OW has funded this litigation.

I k4e P. 9T0.
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Mr. Hjomzvm Yes, sir.
The CHAXRMAN. Directly or indirectly.
Mr. Hjowzwx Yes, sir.
(The memorandum referred to by the chairman and a memorandum

subsequently received from the Office of Economic Opportunity
follows:)

FtaRL SUPPORT FOR LEGAL ACTION CHALIZNGINO WuzIAs LAWS

Mr. Wilson, as you know, the courts In the last two years have made signifc:' nt
decisions amounting to welfare legislation in a number of areas, I will name just
a few cases:

(DraMtm of Reoidence Requirements Prohibited) On April 21, 1969 the
Supreme Couzt ruled in three cases (Shapiro v. Thompson, Washington v.
Le;ra1t, and Reynolds v. Smith) that is was unconstitutional for any State
law to Impose a duration of residence eligibility requirement for public assistance.

(M'gs-ithe-Houee Rule Voided) On June 17, 1968, the Supreme Court ruled
to King v. Smith that a State could not consider a child Ineligible for Aid to
Families with Dependent Children when there was a substitute parent with
no legal obligation to support the child.

(Hearing Required before Assistasce ca be Terminated) On March 28, 1970,
the Supreme Court ruled in two cases (Goldberg v. Kelly and Wheller v. Mont-
gomery) that assistance payments could not be terminated before a recipient is
afforded an evidentiary hearing.

(Denial of Welfare for Refus#al to Allow Caseworker in Home) In August
1969. a U.S. District Court in New York, In the case of James V. Goldberg,
ruled, on constitutional grounds, that New York State could not terminate
welfare payments to a recipient who refused to allow a caseworker in her home.

(Refusal to Name Putative Father not Grounds for Denial of Welfare) In
August, 19M9, the U.S. District Court in Connecticut ruled in the case of Doe v.
Shapiro that a mother's refusal to name the father of her illegitimate child
could not result in denial of Aid to Families with Dependent Children. (On
January 26 1970, the Supreme Court rejected a motion of appeal by onnecticut
on the grounds that the State failed to docket the case within the prescribed
time-in this case two days late.)

Has the Office of Economic Opportunity directly or indirectly supported the
legal efforts In any of these cases? Is it true that in most of these cases the
lawyers who brought the cases to court were paid from Federal funds?

Orrics or EcoNOMIC OPPoaTuNrrY,
EXECUTE OMCE OF THE PRESIDENT,

Washington, D.C., September 3, 1970.
Memorandum to: Wesley L. Hjornevik, Deputy Director.
Subject: Senator Long's Request For Certain Information During Dr. John

Wilson'e Testimony Before The Senate Finance Committee On August 19,
1970.

I. Welfare Litigation.-Senator Long asked that we furnish the Senate Com-.
mittee Information regarding the involvement of the Office of Economic Oppor-
tunity in a series of recent court decisions having a significant impact In the
area of Welfare Law. Committee Counsel furnished us a copy of the decisions
to which the Senator had reference. One or more Legal Servicea projects was
involved in each of these decisions either as counsel for one of the parties or
In an "of counsel" or "amicus curiae" status on behalf of individuals or groups
having an interest in the outcome of the litigation. A list of the Legal Services
projects involved In these cases Is set out below.

DiuratioRa ReMdent Requirements Prohibited: Shapiro vs. Thompson. 394 U.S.
618 (190). The counsel in this case was Hartford, Connecticut Legal Services
Pro9ram.Rtso1ie vs. Smith. 394 U.S. 618 (1969). The counsel in this case was
Community Legal Services in Philadelphia, Pennsylvania. Washington vs. Le-
g . 894 U.S. 618 (1969). The Washington, D.C. Legal Services Program wau
counsel in thlucase. These three cares involve the same legal issue and were
decided together. The Center on Social Welfare Policy and Law at Columbia
University (hereinafter referred to as Welfare Center) filed an amicus britof
In the three cases
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Mant i, the Houite Rule Struck Down. by the Supreme Court: King v. Smith.
Mfl U.. 309 (1969). The welfare Center filed an amicus brief in this case.

Hearing Requird before Torminatiot of Assietance: Goldberp v. Kelly. 397
U.S. 254 (1970). The Welfare Center and Mobilisation for Youth, a New York
City Legal Services Program were counsel. In Wheeler v. Montgomery. 397 U.S.
8e (1970), the San Francisco Legal Assistance Foundation was counsel and

several legal services programs we:e amicl.
Denial of Welfare for Refuttal to Allow Casewiwker in Home: James v. Gold-

berg. 303 P1. spp. 935 (.D.N.Y. 1969); prob. jurU. noted 397 U.S. 904 (1970),
sub. am. Wytmaun v. James Mobilisation for Youth and the Welfare Center were
counsel

Refuel to. Name Putat ve Father not Grounds f,2r Denial of Welfare: Doe
v. Shapiro. 302 F. Supp. 761 (D.C. Cons. 1969); App. dismissed 396 U.S. 488
(1970). The Waterbury, Conectlcut Legal Services Program was counsel and
the Welfare Center was of counsel.

The Office of Economic Opportunity provides funds to 265 Legal Services
projects around the country. Each of these projects is a private not-for-profit
corporation governed by a board of directors comprised of citizens from the lo-
cality served by the program. In most cases, a majority of the board Is made
up of attorneys practicing In the area. In Fiscal Year 1970 these Legal Services
projects furnighed assistance to approximately 900,000 poor persons. Approxi-
mately 7% of the matters handled were in the Welfare field.

The cases referred to by Senator Long are significant decisions which inter-
pret federal and state welfare laws and regulations in the light of traditional
statutory and constitutional standards. In each of these cases, the courts ruled
that the practices being challenged were inconsletent with these standards and
the decisions brought about changes in the law or in the manner in which it
was administered. This, of course, is the traditional way in which courts review
legislation and the administration of legislation to insure that statutory and
constitutioWl standards aro adhered to.

II. Tui e Couhty Lega services Progam.Senator Long and Senator
Williams also asked that we furnish information regrading the Tulare County
(California) Legal Services program.

The funding history of this program is as follows:
Amount

Year: of grant
FY IM ------------------------------------------------ $75,000
ry 1968 ..-------------- ---------------------------------- 40,000

YI 19 ------------------------------------------------- 87,000
FY 1970 ---------------- --------------------------------- 82,892

*Approved June 2, 1970.

The Committee referred to a pamphlet which this program prepared and
distributed dealing with the subject of welfare and suggesting that welfare
recipients should not be required to go to work. Our investigation disclosed that
the pamphlet In question was written and printed in January 1969 and about
500 copies were tben distributed. The pamphlet was not approved by the Office
of Economic Opportunity or by the board of directors of the legal services
program. In March 1960, the board of directors disapproved the pamphlet and
distribution was discontinued. At that time, the board established a "Pamphlet
Screening Committee" which reviews all publications of the legal services
program before they are distributed.

Doj,.w S. LowiTz, Generai (ouriel.

FOR T E NEW JERSEY EXERXMENT

Senator WuLum. s. Mr. Kershaw, I understand that you have a
subcontract for this. Could you or Dr. Wilson tell us how this $4.6
million has been expended, how much of it was used, was distributed
as actual payment to the recipients, and how far it went to over-
head e xpe" either to the prime contractor or at the subcontract
level?
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Mr. Wursow. Yes, sir; I have the right figures and I can give you
the amount expended up to date, and how much we anticipate spend-
ing over the duration.

Senator WLIAMs. Just give us up to date of each.
Mr. WUJoN. The total expenditures to date are $4.6 million. Of that,

$2 million has been made in transfer payments; research costs have
been $1.5 million; planning of the experiment was $620,000; ad-
ministration $325,000, and the payments to the control families for
submitting data was $162,000.

Senator Wt.LuMS. $2.1 million was distributed in payment to the
families under the experiment, or the control-

Mr. Wumaow. Yes, sir.
Senator WmLLAms. And about $2.1 million was in various other

administrative work, preparing papers, et cetela?
Mr. WnAwi, Yes, sir.
Senator WmLLtxMS. What were the salaries allowed in thist What

was your slary?
Yr. KERSHAW. $2,000 a year.
SenvAor WnaMIs. What are the general range of salaries of the

top officials on this #
Mr. KEsHAw. Well, you mean in the administrative staff ?
Senator WLL2AMs. Either.
Mr. KERSHAW. Well, in the experiment, there are several different

goupings of salary classifications For support staff-that is, office
managers, girls in the office, and those calculating payments--salaries
range from $6,000 to $8,000 per year.

Senator WILLAMS. You are talking about the top management?
Mr. KFtSHAW. Yes, sir; senior research staff salaries range about

$12,000 to $18,000.

IMSREIORTING UNDER THE EX1PFRIX&N2T

Senator WILImMs. What was your experience in the New Jersey
ex ient with respect to fraud? Were there any cases detected,

so, how were they treated ?
Mr. Knrziw. We have detected some cases of misreporting, and

most of the cases it is unclear whether the family didn't under-
stand the rules or whether it was a case of intentional fraud. And
in those cues, the most common fault was where the earnings of a
spouse or other earner in the home were riot reported. We informed
the famiy that we had discovered it, and if it is determined to be
the fault of the family, we would recover the payment by adding it
to the formula so their future payments are reduced.

Senator W LIAMs. Adding it to the formula? You mean you recover
the overpayment by giving them. an extra payment and then deducting
from that what you are going to give them

Mr. Ku=uiw. No, sir; we reduce it from the payment they would
have gotten had there not been any fraud.

Serator Wum~s. You just redue it f You don't stop the frat:d
then? For that reason you would be canrful not to cut them off on
account of tMe fraud, because, if you did, you couldn't collect back
which ou paid them overI
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Mr. KERSIIAW. There is that reason and also the need for experi-
mental observation.

Senator WILLIA MS. It is interesting reasoning.
Mr. KERSHAW. I think we are very concerned to discover the extent

to which there is misreporting and we are trying to observe that as
best we can.

Senator WILLIA-MS. Do you believe that it is possible for families to
receive benefits from both the experiment and the State welfare plan?

Mr. KERSHAW. It is possible; yes.
Senator WILLIAMS. Have you had any indication where it was being

done?
Mr. KFRSHAW. Yes, sir. We have instituted a regular check with the

welfare department to be sure there is no overlap.
Senator WILLIAMS. In those instances you just deducted it from

their future payments that they would have gotten otherwise ?
Mr. KERSHAW. Yes, sir; we recover.
Senator WILLIMS. Which means you continue along with the same

practice?
Mr. KERSHAW. We will continue to deduct payments.
Senator WILUIMs. They are collecting from both and not supposed

to, and if you collect the overpayments by deducting from their future
payments, then you are in effect continuing the future payments;
otherwise you wouldn't be collecting from them?

Mr. KERSHAW. Unless the amount of the overpayment is greater
than the amount of the payment which the family has coming, in
which case they would get zero. In several cases the families have
dropped out because the amount of recovery was greater than the
amount they had coming and there was no point in their continuing.
In those cases we won't recover.

Senator WILLIA3-S. I won't ask you any more questions because I am
sufficiently confused now.

WORK EFFORT

The CHAIRMA,. Let me get this straight for the record. It is my im-
pression from talking to people who live among people in poverty
that they tend to feel that most of these people drawing welfare pay-
ments are not going to go to work when they can have about the same
amount of income or nearly as much income without working.

Contrary to that impression, it is your belief that those people will
go to work although they receive or are permitted to keep only a small
portion of what they would make by working. Is that the view of your
group today?

Mr. WILSON. No, sir; what; I would say is that we were observing
people who were highly employable in New Jersey, and indeed 92 per-
cent of them were working.

What we were trying to measure was would they stop working when
they started receiving the transfer payments, the income supplements
which we are making under the project.

I know this is a deep concern of this committee and I think those
who are receiving payments, to assist them in going to work. That
is why the family assistance plan has the element of day care, work
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registration, work training, that were not a part of the New Jersey
experiment.

The CHAIRMHAN. I see. Well, my thought about the same thing is
that if you simply pass that money through the employer to get it. to
that same person, then you would know they are not going to stop
working when they receive the welfare payment. They are going to
have more income but they are not going to stop work because their
public income will be reduced to the same extent that their private in-
come is reduced.

What is your reaction to that?
Mr. WiisoN,. I really have no reaction. I understand the Secretary

of Labor has addressed that issue before this committee, but I really
have no reaction to it..

The CHAIRUMN. Well, I am pleased to hear you say that. At least
you are expressing your own judgment and not simply stating an ad-
ministration position.

POSSIBILITY OF FAP ON AN EXPERIMENTAL BASIS

Senator Ribicoff has suggested lie is going to offer amendments that
we have a proper test, of tiis proposal as well as such other proposal
or proposals as the committee thinks might prove feasible and work-
able and might best do this job.

What is your reaction to the uggestion that, before we go into a
$4 billion program of supplementing income one way or another, that
we actually try it on some basis to see how it would work, and give
it. enough of a test on a large enough scale so we would have con-
fidence that it. will prove to be a feasible program and a good invest-
ment of public funds?

Mr. WILSON. Yes, sir. I do not agree with the position Senator
Ribicoff has stated, that we need to continue large-scale experimenta-
tion before we would have enough information to decide whether we
should pass the family assistance plan or not, for the following
reasons:

I think that the Secretary of HEW has stated that the current wel-
fare system is quite inequitable. That is fairly well documented. It is
inherently an inefficient system and provides recipients with incentives
not to be4ome or stay employed as we have been talking about, this
morning.

On paper the family assistance plan goes a long way to correct a lot
of these deficiencies.

The basic information that we would want from continued experi-
mentation, I think, are several types, Mr. Chairman. The first thing
we wanted to know was if those who are receiving the payments will
stop wf,-' .ng to a very large extent; are we going to malce an error
and ho;. much is it going to cost. I think we have sufficient evidence
to suggest that that will not occur. In fact, in trying to decide on a
family assistance plan,. we probably have more hard data than has
existed for any other piece of legislation that has been considered in
this country. This is the first, time you have had an experiment or
project or experience in something that might be called a cousin to the
family assistance plan.

Also, we have other experiments underway. OEO has one in rural
areas. HEW has two of them and we have a demonstration project
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going on in the State of Vermont, trying to get at the administrative
problems that might be a part, that will be a part of the family assist-
ance plan.

These total about $35 million worth of effort over their duration. I
would say that we indeed have enough experiments underway, run-
ning now. We have enough information that is relevant to a considera-
tion of the family assistance plan, and based on all of our other under-
standings of tne welfare system, we have enough to make a decision.

I do not agree that we should continue experimentations beyond
the four that are in place now and the demonstration in the State of
Vermont.

NEED FOR WORK INCENTIVES

The CHAIRMwA. The thing that concerns me is that I am aware of
the great number of job opportunities where the person offering the
job is trying desperately to get someone competent, with minimal
qualifications, to go to work, and can't obtain labor, although you
have large numbers of people drawing welfarepayments.

One of President Nixon's objectives he state in his campaign was
to help our Negro citizens to have a piece of the action, to help them
to own their own businesses and to help theny get. ahead in their busi-
-nesses and be an important part of the business community.

I just talked to a very enterprising Negro woma; yesterday evening
who is working hard to make the business that she and her husband
went into succeed, trying to get somebody to work for her in a job that
doesn't require much training, a small amount of education.

I think someone could do it with a fourth-grade education. She is
offering $2 an hour and yet she can't get workers. People tell her that
they can do better with what they can be paid by the welfare people.

And there that woman had to work 18 hours a day a few dayt ago,
and still working those kinds of hours because she can't employ anyone
to work for her, and yet here we have a welfare load that could be
the envy of any city in America at the same time we have all of these
high wages and jobs and all the help wanted signs all over the city.

Xow, that would seem to me to be a very demoralizing thing for
someone who is paying taxe' on what she is earning, working 18 hours
a (lay, that, she can't get, someone to work, while the people tell her
that what the Government will pay them in food stamps, in rent
supplements-and what it will pay them to go to school or pay them
for not working-provides so little incentive for them to work that
they won't even work in an air-conditioned establishment in l)resent
conditions for $2 an hour.

I think we would do better to subsidize that job rather than just
pay more people to turn the job down.

What is your reaction to tiat'?
Mr. WIL.SO.. My reaction, Mr. Chairman, is that ,ou have indeed

described the basic problem of the welfare system, and that is why the
l)resent administration has proposed the family assistance plan with
the many elements that it (toes have, work requirements, work training,
day care, to encourage and indeed enhance people to secure employ-
nient.

The CHAIRMAN. Well, 94 l)ercenit of your experiments herr, thein.
dealt. with people who were alrea(ldy working; is that right ?
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Mr. WILsox. Yes, Sir.
The CHAIRMAN. I wish that you could be reporting to us on tie

success you have had where 94 percent of them were people who were
not working, that you are trying to get to work. That is what I would
l)articlilarly like to know something about.

But unfortunately, in your situation, only 6 percent of them met that
test, I take it.

Mr. WiILsoN. I wish I could report on that, but I am indeed glad I
can report on those who are working. That is a lot better information
than we have had in the past.

The CHAIRMAX. 'What can you tell us about the 6 )ercent that are not
working?

Mr. KF.RsirAW. I (dont think we did separate that out. It does fluc-
tuate over families comlig in and out of the labor force over the period
of time between the first interview and the final interview, and that
is a net figure.

So you are not really following 6 percent who are not working.
T he CAIR.. Thank you very much, gentlemen. I had hoped that

Mr. Shultz, the former Secretary and now l)irectoi of the Budget,
would be availal)le to us tomorrow to testify, but I understand that
there is some problem involving executive pr.-ivilege that frustrates us
at this moment and we will have to arrange on whatever basis we can
to obtain Mr. Shultz.

In any event, we will be hearing public witnesses next Monday.
(The following letter was received by Senator Anderson in response

to a point raised by the Senator at page 947 of this volume:)
OFFICE OF ECONOMIC OPPORTUNITY,

EXECUTIVE OFFICE OF THE3 PRESIDENT,
Wa8hington, D.C., Scptenibcr 25, 1970.

Hon. CLINTON P. ANDERSON,

U.S. Senate,
Washington, D.C.

DEAR SENATOR ANDERSON: Donald Rumsfeld has asked me to thank you for your
letter of August 19 regarding the Office of Economic Opportunity testimony and
materials presented to the Senate Finance Committee In connection with the
Urban Graduated Work Incentive Experiment.

As explained during the hearings when Dr. John Wilson and I testified, social
science researchers and policy planners have a great deal of Interest in the char-
acteristlcs and behavoir patterns of the many ethnic groups in our nation. The
designation of various Individuals as "Spanish-speaking Americans." or Puerto
Ricans, or b!aeks, or Catholics, or rural whites, or aged, or any of a multitude of
other labels, is simply a convenient method of grouping people according to cate-
gories of particular interest. Depending on the topic and the group in question,
the classification may be racial, geographic, linguistic, or age-grouped. In no In-
stance, of course, is a categorization Intended to be derogatory or offensive.

You are, Indeied, correct In pointing out that the term "Spanish" or "Spanish-
speaking American" Is an ethnic and linguistic categorization, and not a racial
one. This office will intie every effort in the future to ensure that the proper
terminology is used at all times in official statements and publications.

Thank you for giving us the opportunity to clarify the use of the terminology
In our report. If further questions arise, please let us hear from you.

Sincerely,
WESLEY L. HJORNEvIK, Deputy Director.

(Thereupon, at 12:45 p.m., the hearing was recessed, to reconvene on
Monday. Allgust 24, 1970, at 10 a.mi.)
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Clerk's Note: In response to questions by the Chairman and by
Senator Talmadge (page 211 in 2 instances) for State-by-State esti-
mates and the number of persons who would receive benefits under the
family assistance plan, the Department subsequently submitted for the
record the follo wing tables:

1971 ESTIMATED ELIGIBLE RECIPIENTS UNDER H.R. 16311 AS AMENDED

JUNE 1970 BY PROGRAM AND STATE (revised)

[In thousands]

Number of Individuals
receiving-

Adult State
recipients supplements FAP only Total

Total .................. 3,226.9 7,482.6 13,096.0 23,805.5

Alabam a ....................
A laska ......................
Arizona .....................
Arkansas ....................
California ...................

Colorado ....................
Connecticut .................
Delaware ....................
District of Columbia.........
Florida ......................

Georgia .....................
H aw aii ......................
Idaho .......................
Illinois ......................
Indiana .....................

Iow a ........................
Kansas ......................
Kentucky ...................
Louisiana ...................
M aine .......................

M aryland ....................
Massachusetts ..............
M ichigan ....................
M innesota ..................
M ississippi ..................

14 1.3 ..............
2.6 8.2

22.1 63.1
94.5 ..............

521.8 1,125.7

43.3 37.3
16.2 130.0
4.2 14.7

10.1 50.8
92.2 110.7

156.5 ..............
4.9 34.8
7.0 18.7

80.5 486.8
26.0 64.3

30.3 82.1
20.9 74.5
97.0 164.7

148.9 ..............
16.0 32.0

31.8
76.2
70.2
21.2

110.4
(981)

144.0
302.2
351.9
124.5

524.5
14.3

119.4
275.2
675.9

287.4
41.7
36.1

5.0
480.7

869.0
23.0
28.7

239.0
207.8

123.3
63.2

261.8
785.3

97.4

87.0
60.1

224.3
174.6
696.2

1,665.8
25.1

204.6
369.7

2,323.4

368.0
187.9

55.0
65.9

683.6

1,025.5
62.7
54.4

806.3
298.1

235.7
158.6
523.5
934.2
145.4

262.8
438.5
646.4
320.3
806.6
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1971 ESTIMATED ELIGIBLE RECIPIENTS UNDER H.R. 16311 AS AMENDED JUNE
1970 BY PROGRAM AND STATE (revised)--Continued

[In thousands]

Number of Individuals

Adult State
recipients supplements

M issouri ....................
M ontana ....................
Nebraska ...................
N evada ......................
New Hamsphire .............

New Jersey ..................
New Mexico .................
New York ..... ..............
North CarolIna ..............
North Dakota ................

O hio .........................
Oklahom a ...................
Oregon ...... .........
Pennsylvania ................
Rhode Island ................

South Carolina ..............
South Dakota ...............
Tennessee ..................
Texas .......................
U tah ........................

Verm ont .....................
Virginia .....................
W ashington .................
W est Virginia ................
W isconsin ...................

W yom ing ....................
G uam .......................
Puerto Rico .................
Virgin Islands ...............

113.0
6.3

12.6
8.2
5.8

36.4
20.2

156.6
83.0

6.2

92.1
104.7

16.2
88.6

7.7

37.4
6.2

107.8
285.5

11.4

7.1
22.8
40.6
20.4
29.9

2.9
.4

50.0
.8

............. °

17.2
29.6

7.5
15.6

365.0
75.3

1,366.3
123.0

14.1

360.6
120.2

66.1
691.9

56.9

.............. ,

21.5

216.1
20.4

20.6
142.6
153.7

63.5
105.0

5.6
2.5

.............
.8

FAP only

330.1
28.7

125.5
21.3
18.4

107.4
98.9

456.4
754.6

76.6

347.1
141.3

61.2
454.3

2.6

453.4
79.7

634.0
1,019.9

23.3

19.1
265.9
118.0
191.4
103.5

11.5
.5

750.0
.5

Total

443.1
52.2

167.7
37.0
39.8

508.8
194.4

1,979.3
960.6
96.9

799.8
366.2
143.5

1,234.8
67.2

490.8
107.4
741.8

1,521.5
55.1

46.8
431.3
312.3
275.3
238.4

20.0
3.4

800.0
2.1
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1971 ESTIMATED RECIPIENTS UNDER CURRENT LAW BY PROGRAM AND STATE

[In thousands]

Number of
individuals

Adult receiving
Recipients AFDC Total

Total ................................ 3,057.0 8,098.3 11,155.3

Alabam a .................................. 140.0 130.0 270.0
Alaska .................................... 2.5 9.1 11.6
Arizona .................................... 20.7 56.0 76.7
Arkansas ................................. 81.6 46.0 127.6
California ................................. 512.8 1,269.0 1,781.8

Colorado .................................. 42.8 68.7 111.5
Connecticut ............................... 15.2 96.4 111.6
Delaware .................................. 4.0 20.8 24.8
District of Columbia ....................... 8.3 51.6 59.9
Florida .................................... 87.9 244.0 331.9

Georgia ................................... 136.9 315.9 452.8
Hawaii .................................... 4.6 26.1 30.7
Idaho ..................................... 6.6 18.0 24.6
Illinois .................................... 78.4 371.9 450.3
Indiana ................................... 25.2 96.0 121.2

Iowa ....................................... 28.8 17.9 46.7
Kansas .................................... 20.1 55.4 75.5
Kentucky ................................ 83.8 134.5 218.3
Louisiana ................................. 147.2 232.3 379.5
M aine ..................................... 15.5 40.7 56.2

M aryland ................................. 26.7 144.5 171.2
Massachusetts ............................ 75.1 252.8 327.9
M ichigan ................................. 66.4 297.0 363.4
M innesota ............................... 20.3 93.1 113.4
M ississippi ............................... 106.0 120.1 226.1

M issouri .................................. 112.1 143.0 255.1
M ontana .................................. 5.9 15.6 21.5
Nebraska ................................. 12.4 29.4 41.8
Nevada ................................... 3.2 12.0 15.2
New Hampshire ........................... 5.5 10.2 15.7

New Jersey ................................ 33.2 33.0 66.2
New Mexico ............................... 18.9 61.5 80.4
New York .................................. 152.6 1,070.4 1,223.0
North Carolina ............................ 71.6 134.8 206.4
North Dakota .............................. 5.9 10.8 16.7

Ohio ...................................... 89.1 311.6 400.7
Oklahoma ................................. 102.5 95.4 197.9
Oregon .................................... 15.7 107.5 123.2
Pennsylvania ............................. 86.0 523.2 609.2
Rhode Island .............................. 7.4 42.8 50.2
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171 ESTIMATED RECIPIENTS UNDER CURRENT LAW BY PROGRAM
AND STATE-Contsnued

[In thousands]

Number of
Individuals

Adult receiving
Recipients AFOC Total

South Carolina ............................ 30.6 63.0 93.6
South Dakota ............................. 6.0 17.1 23.1
Tennessee ................................ 98.8 154.0 252.8
Texas ..................................... 271.8 334.0 605.8
Utah ...................................... 9.0 31.1 40.1

Verm ont .................................. 6.9 16.4 23.3
Virginia ................................... 20.5 118.6 139.1
Washington ............................... 38.9 137.5 176.4
West Virginia ............................. 19.6 89.7 109.3
W isconsin ............................... 26.6 86.0 112.6

W yom ing .................................. 2.7 5.1 7.8
Guam ...................................... 5 2.1 2.6
Puerto Rico ............................... 45.2 232.9 278.1
Virgin Islands .............................. 5 1.8 2.3
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(Excerpt from page 212 of the printed hearings)

The Chairman. You present us cost estimates based on a three
and a half percent unemployment factor. You say it is about
4.5 percent today. At the present rate of unemployment, how
much more would your bill cost than the estimates contained
in the statement?

Secretary Finch. We will have that information for you. It is
going to take us a matter of some days to recalculate this whole
program nationally, but we will have that information just as
promptly as we can, Mr. Chairman. We are already in the middle
of updating those figures.

Response

The effect of rising unemployment on costs of the Family
Assistance Act (Summary)

The Labor Department has made a preliminary estimate of the in-
creased expenditures under the Family Assistance Act resulting from
rising unemployment. The estimates are as follows:

Increase in unemployment rates: Dollar increases in PAP payments
(Millions)

1.0 ------------------------------------------------------- $100
2.0 -------------------------------------------------------- 200
3.0 ------------------------.. ------------- 300

Reason increases are small

Although unemployment almost always results in some loss of in-
come to the individual worker and his family, in only rare instances
does it drive family income below the poverty line (or in this case be-
low the FAP cutoff). There are a number of reasons for this.

1. Even in a recessionary year, such as 1961, unemployment for any
given worker tends to be of comparatively short durattion. In 1961,
there were 6 million married men (wife present) who experienced un-
employment at some time during the year. Counting all spells, about
half were unemployed for 10 weeks or less. Only 14 percent were out
of work for half the year or longer.

2. The kinds of workers affected by cyclical unemployment are not
typically those with earnings close to the poverty line. Rather, they
are workers from manufacturing industries and construction, where
hourly earnings are relatively high. Therefore, the annual earnings
of such workers, and the total incomes of their families, could remain
well above the FAP cutoffs even if they suffer as much as 2 or 3
months of unemployment. Most of that unemployment will be covered
by Unemployment Insurance.
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3. The most important determinant of family income, among fam-
ilies with dependent children, is the earnings level of the family head.
When unemployment goes up, family heads are likely to be hit rela-
tively the hardest, but not all the additional unemployed will be heads
of families with children. Many of them will be unrelated individuals,
wives or other relatives of the head, or heads of childless families.
Some will be the heads of families already eligible for FAP. It is only
those family heads with children whose incomes were modestly above
the FAP line, and whose incomes would be driven below the FAP
line by unemployment, that are reflected in the estimates of addi-
tional eligible families.

The Derivation of the Estimates (See attached technical paper for
full details.)

The estimates were derived by examining the pattern of unem-
ployment rates during the 1960's, selecting 2 years when unem-
ployment was considerably higher than in the 1966-60 period, and
then utilizing the work experience data for those years to recalculate
family incomes and the FAP population as of 1968.

1. The years 1961 (unemployment rate of 6.7 percent) and 1963
(5.7 percent) were selected as representative of high, or at least
higher, unemployment situations. These provided estimates of the
impact of a 2-percentage point and a 3-percentage point increase in
the unemployment rate. The 1-percentage point result was arrived
at by interpolation.

2. The next step was to determine w'at would happen to family
income-distributions if the work experience distribution of family
heads (i.e, weeks worked, and whether full-time or part-time) for
1961 and 1963 prevailed in 1968. A new 1968 family income distribu-
tion was derived, first by superimposing the 1961 pattern; and then
the 1963 pattern, of heads' work experience. This produced more low
income families and fewer high income families because it reduced the
number of year-round full-time workers and increased the number of
part-year and part-time workers.

3. The assumption was made that the net change at each income
level between the actual 1968 estimate and the derived estimate would
be allocated only to families headed by males under age 65 because
this is the group most vulnerable to losses in employment and earn-
ings as a result of cutbacks in economic activity. Within this broad
group, the change at each income level was allocated proportionately
among family groups of different sizes, with and without children.

4. Once a new set of family income distributions by family size
and composition had been created, it was possible to estimate the
impact on the FAP population. By interpolation within income
classes, i.e., $3,320 for a family of 3; $3,920 for a family of 4, etc., it
was possible to estimate how many families would be included. Only
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the minimum Federal payment was considered, not the State
supplement.

5. The method produced estimates of the FAP population under
1961 and 1963 employment conditions which could be compared with
1968 estimates derived by the same general procedures. These com-
parisons were then converted to ratios and moved forward to 1971.

The principal limitations of the method is that it makes no ex-
plicit allowance for other economic developments, associated with
rising unemployment, which have an effect on family income. Among
these are cutbacks in overtime and scheduled hours, which would
be offset by increased payments under UC, SUB, and other transfer
programs. Also, the method takes no account of the possible loss of
jobs among other family members or, on the other hand, the pos-
sible increase in the labor force activity of secondary workers who are
motivated to offset the head's loss of earnings. We believe these and
other subtle cross-currents can only be measured through a complex
micro model.

Effect of Increased Unemployment on Family Assistance
Program, Beneficiaries and Cost

The first-year cost of the Family Assistance Program, assuming
that it were to be operational during calendar year 1971, has been
estimated at $4.4 billion. There would be an average annual payment
of $981 to 3,857,000 families with dependent children. These estimates
were developed by the Urban Institute using data from the Survey of
Economic Opportunity of March 1967 (which measure the income
and poverty status of the population as of calendar year 1966), which
were subsequently aged or projected to 1971. The unemployment rate
implicit in these estimates was 3.8 percent, the annual average rate
for 1966.* The unemployment rate went down further to 3.5 percent
in 1969 but it has been climbing unevenly for the past few months,
reaching a seasonally adjusted rate of 4.4 percent in March 1970.
Table A below shows the annual average unemployment rates since
1960.

Table A.-Rate of unemployment 1960 to date

1960 -------------------------- 5.5 1966 -------------------------- 3.8
1961 -------------------------- 0.7 1967 -------------------------- 3.8
1962 -------------------------- 5.5 1968 -------------------------- 3.6
963 -------------------------- 5.7 1969 -------------------------- 3.5

1964 -------------------------- 5.2 First quarter 1970 -------------- 4.2
1965 -------------------------- 4.5

Source: U.S. Bureau of Labor Statistics.

Looking at the entire period since World War II, we find a range
from a low of 2.9 percent in 1953 to a high of 6.8 percent in 1958.

Recent trends have naturally stimulated questions about the pos-
*This paper was prepared by the Bureau of Labor Statistics prior to completion of the revisions

in basic cost estimating procedures discussed in the Committee Print containing the Administration
revisions. The methodology for adjusting cost estimates die to changes in unemployment that is dis.
cussed here is also applicable to these revised procedures.
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sible impact of higher unemployment on the coverage and cost of
the FAP program. However, it is not possible to make a direct con-
nection between the unemployment rate and FAP because unemploy-
ment is measured as of a point in time (workseeking activity within
a 4-week period) whereas FAP eligibility, as currently estimated,
depends mainly on a family's total income during an entire calendar
year. Moreover, not all unemployment is equally important with re-
spect to losses of income. Many studies have shown that by far the
most significant factor is what happens to the employment and earn-
ings of the family head. For these reasons, we have used the unem-
ployment rate only indirectly as an indicator of general employment
and economic conditions. We have used the rate as a means of select-
ing two other years-1961 when the rate was 6.7 percent and 1963
when it was 5.7 percent-for a test of the impact on family income
(and consequently on the FAP) of a less favorable distribution of
weeks worked and hours worked by family heads. The assumption
was made that a return to a 6.7 percent unemployment rate would
result in the same distribution of weeks worked full time and part
time by family heads as that prevailing in 1961, and that a rise to
5.7 percent unemployment would produce the 1963 pattern of work
experience for family heads. The distributions for the 3 years are
shown in Table B below.

TABLE B.-WORK EXPERIENCE OF FAMILY HEADS

Percent distribution Numbers In thousands

1968 1963 1961 1968 1963, 1961

Total .................... 100.0 100.0 100.0 49,622 49,622 49,622

Full time:
50 to 52 weeks ............ 67.4 64.7 62.3 33,455 32,085 30,864
27 to 49 weeks ............ 10.1 11.5 13.3 5,007 5,728 6,600
X to 26 weeks ............. 3.5 '3.8 4.6 1,730 1,876 2,283

Part time:
50 to 52 weeks ............ 2.3 2.2 2.6 1,117 1,115 1.290
27 to 49 weeks ............ 1.2 1.4 1.4 614 710 695
1 to 26 weeks ............. 1.8 2.2 2.5 880 1,115 1,241

Did not work at all ............. 13.7 14.1 13.4 6,819 6,995 6,649

I Inflated to total with work experience In 1968.
Source: Current population survey, Bureau of the Census.

Family income data for calendar year 1968 are published by the
work experience of the family head in 1968. The next step in the
procedure was to re-weight the 1968 total family income distribution
for all 49.6 million families headed by civilians, using the work ex-
perience patterns derived from 1963 and 1961 data. The re-weighted
family income distribution can then be compared with the actual 1968
distributions in order to get a measure of the effect of less regularity of
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work, which is in turn associated with higher unemployment and
generally lower levels of economic activity. The results are shown in
Table C below. The table stops at $6,000 because a family of 7 persons
phases out of the FAP program at $5,720 (assuming no State sup-
plement). Publi-shedi family income distribution is not available for
larger-sized families.

TABLE C.-EFFECT ON 1968 FAMILY INCOME DISTRIBUTION OF USING 1963
AND 1961 PATTERNS OF FAMILY HEADS' WORK EXPERIENCE

Number of families
in thousands

Net difference from
rewelghted distri-

Percent distribution bution based on-

1968 1963 1961 1963 1961
work work work work work

expert. experi. experi. 1968 experi- experi.
ence ence ence actual ence ence

Under $6,000, total. 29.1 30.1 30.6 14,467 +475 +718

Under $1,000 ........... 1.8 1.9 1.9 905 +39 +53
$1,000 to $1,499 ........ 1.5 1.6 1.6 759 +34 +53
$1,500 to $1,999 ....... 2.0 2.0 2.1 970 +45 +53
$2,000 to $2,499 ....... 2.6 2.8 2.8 1,306 +64 +84
$2,500 to $2,999 ....... 2.5 2.6 2.6 1,219 +51 +71
$3,000 to $3,499 ....... 3.2 3.3 3.4 1,570 +62 +98
$3,500 to $3,999 ....... 2.9 3.0 3.1 1,442 +62 +85
$4,000 to $4,999 ....... 5.9 6.1 6.2 2,648 +71 +136
$5,000 to $5,999 ....... 6.7 6.8 6.9 3,348 +47 +85

Source: Current Population Survey, Bureau of the Census. Estimates prepared by Bureau
of Labor Statistics.

The procedure has obvious limitations in that it does not attempt to
measure the impact on family income within any given category of
weeks worked. That is, the computations involve retaining the 1968
family income distribution within each work experience of head
grouping, but changing the overall work experience weights as de-
scribed earlier. It is not clear, however, whether this oversimplifica-
tion results in a net overstatement or net understatement of the
impact on family income. On the one hand, the procedure does not
reflect any losses of earnings of other family members who might lose
their jobs in a period of rising unemployment, but neither does the
procedure reflect any possible increase in the work effort of other
family members in order to compensate for the loss of the head's
earnings. These offsetting influences will be studied further but it
should be noted that their overall impact on family income may turn
out to be relatively small. In 1968 nearly 80 percent of the aggregate
income of husband-wife families was accounted for by the income of
the head. The procedure also fails to reflect prospective cutbacks in
overtime and in the scheduled workweek (unless it results in part-
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time work for long periods of time) which invariably accompany
rising unemployment and thereby reduce weekly and annual earnings.
But again, in the opposite direction, the procedure does not allow for
the receipt of unemployment insurance, SUB, and other payments to
families arising directly or indirectly from the disemployment of the
family head. Presumably these influences will be taken account of in
the HEW model now being developed.

Not all of the families added to the income brackets under $6,000-
718,000 using the 1961 work experience patterns and 475,000 using
1963-would necessarily be eligible for the Family Assistance Pro-
gram. The number added would depend on the presence of dependent
children, and on family size in relation to family income. Here again
a number of assumptions were made, as follows:

1. All of the additional low income families were assumed to be
headed by men because male family beads are much more likely than
female heads to be in the labor force year round and are therefore
more vulnerable to the loss of earnings as a result of unemployment.

2. At each income interval up to $6,000 the additional families were
assumed to be distributed proportionately among all family size
groups, with and without children, except for families headed by men
65 years of age and over. The latter were assumed to be unaffected
with respect to family income because retirement income is more im-
portant than income from employment in that age group.

3. The original income distributions by family size and number
of children, for families headed by men under age 65 were then re-
estimated separately for the 1963-based and the 1961-based work
experience, incorporating the additional low-income families.

4. A decision was then made as to whether the additional low-
income families were to be added to FAP on the basis of 1) presence of
children, and 2) income in relation to FAP cutoffs by family size-

2 person families-$2,720
3 person families-$3,320
4 person families-$3,920
5 person families-$4,520
6 person families-$5,120
7 or more person families-$6,000 (although 7-person families

phase out at $5,720, we allowed an extra margin to take account
of larger families for whom separate data are not available)

b. FAP eligibility was determined on the basis of the Federal mini-
mum. The available data did not permit us to take account of State
supplements. The results are summarized in Table D on the following
page.



TABLE D.-ESTIMATED NUMBER OF FAMILIES ADDED TO LOW-INCOME BRACKETS AND TO FAP
[In thousands]

Assuming 1963 work experience of family head Assuming 1961 work experience of family head

Not added to FAP Not added to FAP

income income
Total added exceeds Total added exceeds

to income Added to No children FAP to income Added to No children FAP
Family income bracket bracket FAP under 18 cutoff bracket FAP under 18 cutoff

Total under $6,000 ....... 475 207 191 77 718

Under $1,000 ...................

$1,000 to $1,499 ...............

$1,500 to $1,999 ..............

$2,000 to $2,499 ...............

$2,500 to $2,999 ...............

$3,000 to $3,499 ...............

$3,500 to $3,999 ...............

$4,000 to $4,999 ...............

$5,000 to $5.999 ...............

19 ..............

17 ..............

2 1 ..............

2 5 ..............

19 ..............

26 4

53

53

53

84

71

98

85

136

85

2 6 ..............

2 6 ..............

2 5 ..............

3 3 ..............

27 ..............

34 20

34 20

296 286 136
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An upward adjustment was then considered to take account of the
fact that the use of summary CPS income tabulations results in an
understatement of the overall number of male-headed FAP families
for 1968-2.2 million as compared with an earlier estimate of 3.1 mil-
lion based on the Urban Institute micro model. However, for 1971,
the official DHEW estimate is down to 2.3 million, so the adjustment
was considered unnecessary.

Using the HEW figures on average FAP payment to male-headed
families at each family income interval, it was possible to estimate that
the additional cost, in terms of direct benefits paid to families, would
be about $300 million if unemployment went up by 3 percentage points
and about $200 million if unemployment went up by 2 percentage
points. No attempt was made to measure indirect costs such as addi-
tional training needs.

The final estimates are summarized in Table E, rounded to reflect
the imprecision of the estimation procedures.

TABLE E.-EFFECT OF HIGHER UNEMPLOYMENT RATES ON FAP
fEliglible

amilies Cost (rhillions
Rise in unemployment rate from 3.8 (thousands) of dollars)

1 percentage point ...................................... 100 10
2 percentage points ..................................... 200 200
3 percentage points ..................................... 300 300

The 1 percentage-point effect is simply a rough interpolation. It
was not estimated directly because there was no year in which the
unemployment rate averaged 4.8 percent. In 1965, when it was 4.5 per-
cent, the work experience distributions for family heads were very
close to those of 1968. It is unlikely that use of the 1965 weights to-
gether with the other assumptions in our procedure would have added
as many as 100,000 eligible families.
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Clerk's Note: The Chairman raised a question on page 217
relative to NWRO interference with the work incentive program
in Massachusetts and Ohio.

Response

I. Ohio

When HEW-DOL Joint WIN Task Force visited Ohio on December 1-2, 1969,
to review progrr-s and problems in the WIN Program, it was reported by
a public welfare worker (Cleveland) that staff work had been retarded
because of WRO interference. Following the on-site visit, it was found
that the WRO activities did not affect referrals and enrollments; for
example, referrals built up to a continuing increase of 200 per month.
In Cleveland and in several other WIN counties in Ohio, remedial steps
were taken after the Task Force on-site visits to accelerate WIN referrals
and enrollments. Some of the steps taken to accomplish increased
referrals and enrollments were the following:

A. Establishment in the welfare agency of a Manpower Services Division
with a special WIN liaison unit.

B. Establishment of a WIN Screening Team to brin3 the Employment Service
and welfare agency together to determine if persons are appropriate
for referral to WIN.

C. Formulation of monthly target goals in order to have at least 100
additional persons enrolled for the months of February and March.
(This goal was achieved and there has continued to be a monthly
increase in enrollments.)

44-527 0 - 70 - pt. I - 39
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Massachusetts

On February 19, 1970, a DHEW-DOL Joint WIN Task Force found that in
Boston a group known as Mothers for Adequate Welfare were carrying out
some activities to defer potential applicants from WIN. (A recent
review of the Boston situation reveals that the digvouraging of
eligibles from the WIN Program was the Mothers for Adequate Welfare
and not the National Welfare Rights Organization.) This problem has
been overcome and the WIN Program in Boston is now functioning very well.

2. Enrollments in both States have been rising gradually.

1nd of Month Enrollments

Ohio Massachusetts

July, 1969 2,545 2,505

August 2,693 2,705
September 2,602 2,643
October 2,591 2,737
November 2,591 2,805
December 2,123 2,789
January, 1970 2,831 2,900
February 3,000 2,893

March 3,168 2,919
April 3,400 2,871
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Clerks Note: In response to a question by Senator Harris (page
2291) for information as to whether the lack of day care centers, the
lack of jobs, and the lack of training programs were more significant
factors in the failure of the work inwentive programs than was a De-
partme it regulation suggesting that recipients could veto child care
arrangements with which they did not agree and thereby avoid re-
ferral to the work incentive program, the Department subsequently
submitted for the record the following information:

IMPLEMENTATION OF REGULATIONS ON CHILD CARE UNDER THE WIN
PROGRAM

Federal regulations governing the WIN program require that child
care services must be available or provided to all persons referred to
and enrolled in the program.* This includes care in the child's own
home (54 percent), in the home of a relative or neighbor (10 percent),
in a group home (20 percent), or in a day care facility (16 percent).
Each of these types of care must meet standards as a protection to the
child.

PROGRESS IN MEETING THIS REQUIREMENT

Many States have experienced great difficulty in meeting this re-
quirement, but more recently substantial progress has been made in
developing child care opportunities. Over 69,000 children were in WIN
child care as of March 1970, and momentum is rapidly increasing.

Despite this progress, reports from 36 States indicate that in the
month of November 1969, 1,700 mothers could not be referred to WIN
solely because adequate child care was lacking for 4,600 of their chil.
dren. In the same month day care began for 9,400 children so that 3,500
mothers could enter WIN.

SOME MAJOR PROBLEMS

1. Lack of State fund.-Many States experience difficulty in rais-
ing the 25 percent required for matching Federal funds for child care.

2. Lack of suitable day care facilities.-There is a shortage of suit-
able day care facilities, particularly in inner city areas where the need
is greatest. Legislation bars the use of Federal funds for construction
or major renovation.

3. Types and location of facilitie.-The shortage of day care fa-
cilities is compounded by the fact that most of these centers accom-

*This also includes child care for working mothers who have obtained employment
following WIN training.
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modate only certain age children. Most mothers have several children
and are thus required to take them to separate facilities. There is an
acute need for facilities providing infant care and care before and
after school for school age children.

4. Adetuacy of payment.-Child care payments vary greatly, from
as little as $1 a day in one State to up to $350 a month in another. Low
rates, and sometimes delays in payment, are not conducive to the
development of child care opportunities.

5. Child care personnel.-In many communities there is a short-
age of persons with training or experience in group child care pro-
grams.

6. Agency 8taff.-Insufficiency of agency staff has been a problem,
but the number of workers responsible for child care increased four-
fold from 1965 to 1969.

7. Standards.-Some States believe that the Federal Interagency
Day Care Requirements and local codes are unrealistic, especially in
the inner city. These requirements are now under review.

8. Non-WIN child care.-Some 283,000 children of mothers who
have obtained employment through their own efforts receive child
care.

SOME SOLUTIONS

Seeking matching funds from third-party sources (model cities,
school districts, private contributions).

Legislative authority to Use Federal funds for construction and
major renovation.

Long-term leases to private builders.
Development of facilities for children of all ages. (Welfare agencies

in 24 States operate their own.)
Increased training and use of AFDC mothers as homemakers,

child care aides, or to take children into their own homes. (Forty
States are now doing this.)

Increased supply of homemakers to serve on a temporary basis
when some crisis interrupts an established child care plan.

Increased efforts to develop community resources. The State ad-
visory committees on child care, required by law, may be helpful in
this, as are other service organizations when the need for good child
care facilities is interpreted to them.

Major efforts, Federal and State, are still needed to make available
an adequate number of various types of child care opportunities to
fully support the WIN program. Nevertheless, most of the earlier
reluctance on the part of some States has been removed, and consider-
able momentum is building up. The chief difficulty continues to be
the lack of State funds for child care payments and for adequate
staffing, together with the unavailability of Federal funds for con-
struction or major renovation of facilities.
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NCSS Report E-4 (12/69)

Preliminary: Subject to revision

U.S. DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE
Social and Rehabilitation Service

National Center for Social Statistics

Child Care Arrangements of AFDC Recipients Under the Work Incentive Program

December 1969

Attached are the following tables that were derived from State reports on
Form SRS-NCSS-1Oe.l

Table 1.--Number of mothers or other caretakers who began enrollment
in the WIN Program and number of their children who were
provided child care, by age group and by State, during
December 1969.

Table 2.--Child care arrangements, by age group and by State, of
mothers or other caretakers who began enrollment in the
WIN Program during December 1969.

Table 3.--Number of mothers or other caretakers who were not re-
ferred for enrollment in the WIN Program for the sole
reason that adequate child care arrangements were not
available and number of their children requiring child
care, by age group and by State, during December 1969.

COVERAGE OF REPORTS

Reports were received from 35 States including one incomplete report
(Maryland - excludes Baltimore City).

WIN Program operations had not been initiated as of December 1969 in 3
States: Indiana, Nevada, and New Hampshire; and 1/ 16 States did not report.

_ Arizona, California, Colorado, Delaware, Guam, Hawaii, Maine,
Massachusetts, New York, Ohio, Rhode Island, Texas, Vermont, Virgin Islands,
Washington, and West Virginia.
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THE 35 STATES REPORTING INCLUDED 52 PERCENT OF THE FAMILIES RECEIVING UDC
IN THE MONTH OF DECEMER 1969.

CHILD CARE ARRANGEKENTS - 35 STATES

In the 35 States reporting, 3,000 mothers or other caretakers beg4p en-
rollment in the WIN Program during the month of December 1969.

Child care was provided to 8,100 of their children, of "hom about two-
fifths were under 6 years of age and three-fifths were 6 through 14 years
of age.

Well over one-half (57 percent) of the children were cared for in their
own homes; one-tenth, in a relative's home; somewhat less than a fifth, in
a day care facility; and slightly less than a fifth had other arrangements.

LACK OF CHILD CARE ARRANGGDNTS

In the 35 States reporting, 1,600 mothers or other caretakers could not be
referred to the State Manpover Agency for enrollment in the WIN Program
for the sole reason that adequate child care arrangements were not available
for one or more of their children. Adequate child care arrangements were
lacking for 6,200 children, of whom somewhat more than two-fifths (144
percent) were under 6 years of age and somewhat less than three-fifths
(56 percent) were 6 through 14 years of age.

In these 35 States, 4,600 motners needed child care arrangements, but
for about one-third or 1,600, such arrangements were not available. Of
the 14,,300 children who needed child care arrangements, about two-fifths
or 6,200 lacked such care. Thus, child care arrangements were not
available for 45 percent of the children under 6 years of age and for 43
percent of the older children.
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Table 1.--Number of mothers or other caretakers who began enrollment in the

WIN Program and number of their children who were provided child
care, by age group, by State, during December 1969

Number Number of children
of

State mothers Under 6 through
or other Total 6 years l4 years

caretakers of age of age

Total............... 3,000 8,100 3,300 4,700

Albaa................80 230 120 110

Alaska........................ 35 63 38 25

Arkansas....................... 57 1h0 36 100

Connecticut................... 87 200 93 100

District of Columbia......... 17 53 19 34
Florida..........................170 430 150 270
eorgia.........................110 280 110 170

Idaho9..........................92 190 120 70

Illinos..........................75 150 82 67
Iowa4.......................... .6 110 62 49

Kansas......................... 39 93 51 42

Kentucky................. 73 200 93 100

ouisiana....................... 90 250 120 14o

Maryland I/ .................. 16 47 27 20

ichigan ......................... 290 630 220 41o

Minneota....................... 85 180 76 100

ississipi..................... 15 47 (? (?-)
Missouri................... 46 120 66 53

Montana........................ 35 81 39
Nebraska4..................... .9 150 36 110

New Jersey............., ... 42 95 44 51

New Mexico.................... 36 78 46 32

North Carolina................ 51 130 55 74

North Dakota.................. 14 35 20 15

Oklahoma................. 57 120 69 51

Oregon........................ 45 100 55 46

Pennsylvania.................. 270 680 330 350

Puerto Rico .................. . 620 2,300 710 1,600

South Carolina................ 12 45 12 33
South Dakota................. .48 98 16 52

Tennessee................. . 60 190 89 100

Utah.........................60 330 160 170
Virginia4................1..... . 1 100 52 49
Wisconsin4.......................9 110 50 55

Wyoming. .................... .... 7 14 6 8

I Excludes Baltimore City.
V Data not reported,



Ttb. 2-cildew .raninm&,by e VoW and by State, of wthara or other Caretakers vbo began Uolmit In the WI Px e, der1ft Decmbr 1960

ne ot a&14 cre arrengint

State Own born RelativeIa bow Day Care Facility Other

6 hog ner 6 throw h Udaer 16 t~rough udaer r6 turucgb
Toarl 6 yer. yas Total 6 years 14 yea Total 6 yeas. 14 years Total 6 year. 14 iyew

of_ __ge ofage of M ofr W ofage ofa of eg ofege

T o.................. 14,300 1,800 2,500 680 370 310 1/1,300 790 48o _1,300 2w 1,100
A ......... .. U 53 61 21 15 6 8 43 5 47 5 2

A ..................... 30 6 24 5 5 0 27 26 1 1 1 0Arkm.a .................... 79 21 58 5 2 3 21 23 8 32 0 32Comecticut ................. 87 47 0 19 13 6 64 28 36 25 5 20
District "A a ...... 14 5 9 0 0 0 15 14 1 24 0 24

Georgia..................... 20 ( o 2 35 19 i6 5 17
Idaho....................... 100 58 42 2 9 29 25 4 29 3 26
llinois....................... 12 31 2 30 12 12 26 16 35 7 28Ioa......................... .38 28 10. 23 19 4 25 25 10 25 0 25

Ulu a........................ 36 32 14 16 114 2 5 14 36 1 35
KenUcky...................... 85 141 144 (3/ -3,3 8 148 1 02LoASiS ................... 65 32 33 1 27 98 66 32 147 3 4maryl1am /.................. 33 21 12 5 2 3 3 3 0 6 1 5
mich5an..................... 4w 160 280 55 29 26 30 20 10 no U
PdeOCA................... 37 28 9 4 2 2 52 38 14 86 8 78wxexi................. (v Qj (?) Q) Q) W ?) QQ)Q) W j

Misui . ....... 7 3 4 9 90 43A 19 0 0 0
muu-te 0.................... 3 9 9 O 0
1Iebraa...................... 38 9 29 (2) C?,) (?,/) 86 2 61 22 2 20

wev eftm .................. 20 6 14 7 6 1 55 23 32 13 9 4
NvXewxco .................. 21 10 U 18 8 10 17 14 3 22 8
North Carolina............... 29 U 18 25 14 1 17 14 3 8 .6 42
North DOa. ................ 20 U 9 0 C 0 9 9 0 6 6 0Oxlem. ................... 41 23 18 25 1 U .6 30 16 8 2 6
Oregoc...................... 1114 21 23 5 5 0 22 16 6 25 23 1.2PeMrIvan"i ................ 11O 200 240 67 7 30 54 39 15 120 56 61
Purto F€co ................. 1,700 600 1,100 210 130 34 9 15 300 17 280
South Carolina ............. 21 20 ll 3 0 3 0 0 0 21 2 19Sout Daota................ 66 30 36 13 U1 2 7 5 2 12 0 12
Temsee ................... 160 75 86 0 0 0 20 14 6 9 0 9Utah........................ 100 50 50 0 0 0 380 UO 65 0 55Virginia.................... 53 25 28 9 3 6 39 24 15 0 0 0Wiscoin .................. 18 U 7 12 7 5 18 13 5 57 19 38%YOOag.................. 0 0 0 0 0 7 6 1 7 0 7

I/ Excludes 430 oblkdm n n orida, for vbom type of child care arrangement was not reported and 147 children In Xtjeisaippi for Whom age &Wd type of chAid ewar rrg.-e was not reported.
2 Data not reported.

Childrn reoeiving Child care in elstie'. hoe nclded vith chil receivlag child cre in day care facllItle.
Ewimdes altiure, city.

Table 2.--hl ce arranmen.,
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Table 3.--Number of mothers or other caretakers who were not referred for
enrollment in the WIN Progrom for the sole reason that adequate child
care arrangements were not Available and number of their children re-
auiring child care, by age group, by State, duringg Pece..er 14q69

umber N:vnber of children
of

State mothers Un-er 6 throt*h
or other Total 6 years 14 years
caretakers of age of age

Total......................1,600 6,20C, 2,700 3,500

Alabama ....................... .. 35 22 13
Alaska....................... 4 11 11 0

Arkansas ..................... 18 42 25 17
Connecticut.................... 61 190 100 92
District of Columbia ...... 0 0 0 0
Florida...................... 17 43 15 28
Georgia........................ aa36 7 5h
Idaho........................ 4 9 9 0
Illinois................ 650 3,70) 1,4OO 2,300
Iowa........................... 3 8 8 0

Kansas........................ 12 34 32 2
Kentucky....................... 35 89 37 52
Louisiana................ ..44 120 58 62
Maryland / .................. 31 76 52 24
Michigan0...................... 20 43 17 26
Minnesota..... .............. 00 0 0
Mississippi, ........... . 7 30 (2/) (?_)
Missouri.................. .... 2 5 5 0
Montna.......................... 3 5 5 0
Nebraska .................... 0 0 0

New Jersey.................... 17 21, 11 13
New Mexico.................... . 0 0 0 0
North Carolina ............... 6 15 8 7
North Dakota ................ (?_/) (?/) (V) (2/)
Okiaho6a4.... .............. 6.. 6I0
Oregon......................... 0 0 0 0
Pennsylvania.................. 270 560 300 270
Puerto Rico................... 240 780 400 360
South Carolina ................ 20 52 24 28
South Dakota ............ ...... 3 3 3 0

Tennessee..................... 29 90 49 41
Utah .........................o o o*2 4 2 2
Virginia....................... 29 48 18 30
Wisconsin.................... 25 54 25 2'r
Wyoming ....................... (_) (2) ()

Ef Excludes Baltimore City.
Data not reported.
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NUMBER OF CHILDREN RECEIVING CHILD CARE UNDER THE WORK
CHILD CARE PROGRAM, DECEMBER 1969, BY STATE

State

Alabam a ...................
A laska .....................
Arizona ....................
Arkansas ..................
California ..................
Colorado ...................
Connecticut ...............
Delaware ..................
District of Columbia .......
Florida .....................
Georgia ....................
H aw aii .....................
Idaho ......................
Illinois .....................
Indiana ....................
Iow a .......................
Kansas ....................
Kentucky ..................
Louisiana ...................
M aine .....................
M aryland ..................
Massachusetts ........
M ichigan ..................
M innesota ................
M ississippi ................
M issouri ...................
M ontana ..................
Nebraska .................

Number of
children

684
144
604
268

112,950
631
295
147
606

'580
415

18
231
149

0
890
720

2,577
1,426

200
2,828

454
2,125
'590

133
2,247

278
29

State
Number of

children

Nevada .................... 0
New Hampshire ........... 0
New Jersey ................ 2,309
New Mexico ............... 214
New York .................. 9,273
North Carolina ......... 108
North Dakota .............. 175
Ohio ....................... ' 1,990
Oklahoma ................. 9
Oregon .................... 217
Pennsylvania .............. ' 4,160
Rhode Island .............. 1400
South Carolina ............ 1 72
South Dakota .............. 562
Tennessee ................ 2,135
Texas ..................... ' 105
Utah ....................... 1,080
Vermont ................... 210
Virginia .................... 1,866
Washington ............... 1,174
West Virginia .............. 1,250
W isconsin ................. 1,118
Wyoming .................. 1 85
Guam ...................... 140
Puerto Rico ............... 116
Virgin Islands ............. 110

Total ............... 60,887

INCENTIVE'

I Estimated, actual data are not currently available.

Source: SRS-CB-9 Quarterly Expenditure Report on WIN Child Care.
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Clerk's Note: Following up an a question by Senator Talmadge
(page 226) regarding Department assumptions as to the decline in the
number of families receiving family assistance, the Department sub-
sequently provided for the record the following chart showing e.ti-
mated trends under the family assistance plan and under present law:

COMPARISON OF PROJECTED RECIPIENTS UNDER THE FAMILY ASSISTANCE
PLAN AND CURRENT LAW, 1971-76

(In millions]

1971 1972 1973 1974 1975 1976

Under family assistance plan:
Persons In families receiving

FAP only .................... 13.1 12.7 12.3 11.9 11.5 11.0
Persons In families receiving

FAP and State supplemental. 7.5 8.4 9.4 10.6 11.9 13.4
Adult category recipients ....... 3.2 3.3 3.5 3.6 3.8 3.9

Total .......................... 23.8 24.4 25.2 26'1 27.2 28.3

Under current law:
AFDC recipients ................ 8.5 9.6 10.8 12.1 13.6 15.3
Adult category recipients ....... 3.1 3.2 3.4 3.5 3.7 3.8

Total .......................... 11.6 12.8 14.2 15.6 17.3 19.1

I FAP reciplentt are estimated from an analysis of the current population survey. Adjust-
ments have been made to reflect a higher unemployment rate and the inclusion of Puerto
Rican families in the program.

Note. Except for payments to families under the family assistance plan (which are esti-
mated using the methodology described In the text) the projections assume a continuation
of recent trends. Especially in the case of AFDC, these trends are not likely to continue indefi.
nitely into the future. However there is no present Indication of when the growth rate can beexpected to slow down. Estimates for 1971 are based on the latest estimates from the States.

Clerk's Note: In response to a question by Senator Talmadge (page
M29), relative to persons found inappropriate for work incentive pro-

gram, the Department subsequently submitted the following material:

AID TO FAMILIES VITii DEPENDENT CyILDREN: REASONS INDIVIDUALS
WERE FOUND INAPPROPRIATE FOR REERRuIAL TO MANPOWER AGENCY
UNDER WORK INCENTIVE PROGRAM, BY STATE, OCTOBER-DECEMBER

1969

During the last quarter of 1969, three out of four of the individuals
assessed were found to be inappropriate for referral to WIN man-
power agencies. The major reasons for this determination, as reported
by 43 States, are set forth in the attached table.

In one-fifth of the cases, the reason reported was the individual's
illness, disability, or advanced age. In another fifth, the mother's pres-
ence in the home was required because of the age or number of children
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in the family. Related to this were situations in which the individual's
presence in the home was required because of the illness or incapacity
of another member of the household (4 percent). Full-time school at-
tendance by a child aged 16-20 was reported in 12 percent of the cases.
In 10 percent, lack of adequate child care arrangements precluded
referral of mothers. In another 5 percent, the individual was currently
receiving, or had been referred to, vocational rehabilitation, education,
or other training. For 2 percent, remoteness from WIN projects was
the reason. Finally, a miscellaneous group of reasons accounted for 28
percent of the cases.



AID TO FAMILIES WITH DEPENDENT CHILDREN: REASONS INDIVIDUALS WERE FOUND INAPPROPRIATE FOR REFERRAL TO MANPOWER
AGENCY UNDER WORK INCENTIVE PROGRAM, BY STATE, OCTOBER-DECEMBER 1969

Individuals found inappropriate

Illness,
disability,

and/or
advanced

Total age

. 102,575 21,3
100.0 2C

Remote-
ness from

WIN
projects

49
.8

2,121
2.1

Child aged
16 to 20

attending
school

full
time

11,830
11.5

Required
in home
because

of illness
or incapac-ity of

other
member of
household

Adequate
child care

arrange-
ments not
currently
available

3,806 9,839
3.7 9.6

Alabama ................
Alaska .................
Arkansas ................
California ..............
Colorado ................

Connecticut .............
District of Columbia I...
Florida ..................
Georgia .................
Hawaii ..................

State

Total:
Number ............
Percent ............

Required
in home
because

of age
or number
of children

19,849
19.4

Currently
receiving

or referred
to voca-

tional
rehabili-

tation

1,514
1.5

Currently
receiving

or referred
to other
educa-
tion or

training

3,286
3.2

658
116

1,-38
21,161

2,254

3,167
653

2,240
2,254

600

Other

28,981
28.3

187
24

450
4,190

482

678
195
666
355
166

20
26
51

359
48

22
0

102
11
3

43
7

451
1,260

26

2
0

68
60
59

28
2

93
634

67

17
36
75
72
10

58
0

56
1,452

179

205
0

84
48
32

109
9

157
3,257

567

1,271
79
88

813
198

26
1

33
227
46

11
0

114
35

1

49
6

34
1,036

17

41
71

107
199

13

138
41

113
8,746

822

920
272
936
661
118



Idaho ................... 885 241 93 35 32 6 259 44 22 153

Illinois .................. 26,610 3,886 345 6,635 944 4,604 5,004 604 862 3,726

Iowa .................... 76 11 3 0 3 3 11 6 2 37

Kansas ................. 508 233 2 4 19 37 101 6 23 83

Kentucky ............... 5,019 2,472 162 0 500 143 538 25 114 1,065

Louisiana ............... 3,310 1,136 100 144 139 245 393 28 27 1,098

Maine .................. 141 32 4 0 3 2 43 2 1 54

Maryland ............... 2,683 907 54 232 61 523 365 12 26 503

Massachusetts ......... 718 72 97 55 22 137 242 0 18 75

Michigan ................ 7.356 887 8 1,126 160 108 2,072 30 231 2,734

Minnesota .............. 1,114 160 32 166 38 30 224 10 76 378

Mississippi ............. 347 50 27 52 12 15 18 1 0 172

Missouri ................ 492 81 8 0 21 18 94 3 7 260

Montana ................ 134 51 2 4 1 3 13 10 1 49

Nebraska ............... 3 1 0 0 0 0 2 0 0 0

New Jersey ............. 477 86 2 2 12 59 26 3 3 284

New Mexico ............ (2) 1() (2) (2) ) (2) (2) (2) (2)

North Carolina .......... 124 24 5 0 6 19 13 0 4 53

North Dakota ........... 47 9 6 0 2 1 17 0 0 12

Ohio .................... 1,042 203 8 357 37 0 325 0 0 112

Oregon ................. 69 12 0 2 0 0 1 3 23 28

Pennsylvania ........... 5,972 722 46 182 135 597 1,265 64 62 2,899

Puerto Rico ............. 3,707 1,024 296 128 329 522 218 5 16 1,169

Rhode Island ........... 241 38 .2 10 2 0 18 0 2 169

South Carolina ......... 701 233 79 59 54 88 95 14 26 53



AID TO FAMILIES WITH DEPENDENT CHILDREN: REASONS INDIVIDUALS WERE FOUND INAPPROPRIATE FOR REFERRAL TO MANPOWER
AGENCY UNDER WORK INCENTIVE PROGRAM, BY STATE, OCTOBER-DECEMBER 1969--Continued

Individuals found inappropriate

Illness.
disability,

and/or
Remote-

ness from
%AfI IM

Child aged
16 to 20

attending
school9,1

Required
in home
because

of illness
or incapac-

ity of
other

Adequate
child care

arrange.
ments not

Required
in home
because

of age

Currently
receiving

or referred
to voca-

tional

Currently
receiving

or referred
to other

educa-
UVQz- Vmull IlICIFllUMr U c.urrvruy or number renaDili- tion orState Total age projects time household available of children station training Other

South Dakota ........... 72 6 8 0 3 1 21 0 2 31
Tennessee .............. 861 241 37 161 60 140 59 13 11 139
Utah .................... 556 71 9 59 6 46 163 2 115 85
Vermont ................ 483 162 11 56 33 12 70 5 7 127
Virginia ................. 122 26 0 0 6 59 7 4 1 19

Washington ............. 3,101 630 6 280 104 273 1,367 111 12 318
West Virginia ........... 141 79 2 22 11 3 18 2 0 4
Wisconsin .............. 855 159 20 83 17 30 230 8 17 291
Wyoming ............... 67 11 5 0 0 1 9 5 2 34

1 Excludes data_ on non-AFDC recipients under temporary assistance Individuals were referred without assessment or determination of aooro-
program Tor families OT unemployed parents. priateness for referral to manpower agency,. r-
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Clerk's Note: In response to a question by Senator Talmadge (page
230), relative to per sons losing welfare benefits for failure to take
training or job, the Department subseqtently submitted the following
tables

INDIVIDUALS REFERRED BACK TO WELFARE AGENCIES BY MANPOWER AGEN-
CIES UNDER THE WIN PROGRAM WHO REFUSED WITHOUT GOOD CAUSE TO
ACCEPT WORK OR TRAINING, BY STATE

Cumu. Cumu-
lative July to lative

through April to Septem- through
March June ber Septem-

State 1969 1969 1969 ber 1969

United States ......................... 1,888 1,513 1,183

Alabama ............................... 4 24
Alaska ................................... ... 0 .......
A rizona ..................................... 0 0
A rka nsas ........................................................
California ................................... 1,448 1,083

Colorado .................................... 1
Connecticut ................................. 0
D elaw are .................................................
District of Colum bia ......................... 0
Flo rid a ...................................................

0
0

0

27
14

0
675

0
1

0

G eorgia ......................................................... 29
G u a m ......................................................................
H aw a ii ....................................... 0 ....................
Id ah o ........................................................... 3 2
Illinois ...................................... 13 63 60

Ind iana ........................................
Iow a .........................................
K ansas ......................................
K entucky ....................................
Louisiana ...................................

M a ine .......................................
M aryland ....................................
M assachusetts ..............................
M ichigan ....................................
M innesota .....................................

........... .... . . .. ..

0 ..........
11 11
0 0
1 2

4
8
0
4

4
39

5

M ississippi .................................. 0 0
M issouri .................................... 11 10
M ontana .................................... 12 6
N eb raska ........................................................
N evad a ..........................................................

4,584

55
14
0
0

3,206

1
1

0

29

0
32

136

4
30

0
7

0 4
!0 76

7 14
0 0

0 0

44-527 0 - 70 - pl. 2 - 40
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INDIVIDUALS REFERRED BACK TO WELFARE AGENCIES BY MANPOWER AGEN-
CIES UNDER THE WIN PROGRAM WHO REFUSED WITHOUT GOOD CAUSE TO
ACCEPT WORK OR TRAINING, BY STATE-Continued

Cumu- Cumu-
lative July to lative

through April to Septem. through
March June ber Septem.

State 1969 1969 1969 ber 1969

New Ham pshire ................................................
N ew Jersey ..................................
New M exico ....................................
N ew York ....................................
North Carolina ......................... .......

North Dakota ................................
O h io .........................................
O klahom a .............. .......................
O regon ................. .......................
Pennsylvania ................................

Puerto Rico .................................
Rhode Island ................................
South Carolina .................................
South Dakota ................................
Tennessee ..................................

0 0
6 38 i9 73

21

2
34

............... .....
6 2'.4

................ ,.....

....... ........ 0

...... ....... °.... 4

4 7 ..........

149
12

.o.*..... .

0
4

T ex a s .........................................................................
U tah ........................................ 0 0 0
Verm ont ..................................... 2 12 15
V irg in Island s .................................................................
V irginia ..................................... 0 1 3

W ashington .................................
W est Virginia ................................
W isconsin ...................................
W yom ing ....................................

104
27

2
1

6
132

0
4

11

179
45

1
3
5

0

29

4

278
58
26

2



AID TO FAMILIES WITH DEPENDENT CHILDREN: INDIVIDUALS REFERRED BACK TO WELFARE AGENCIES BY MANPOWER AGENCIES
UNDER WORK INCENTIVE PROGRAM. BY REASON FOR REFERRAL BACK AND BY STATE, JANUARY-MARCH 1969

Individuals referred back

Other reasons

Required
in homeRefused because of Adequate

without illness or child care
good Illness, Child aged incapacity arrange-

cause to disabil- Remote- 16 to 20 of other ments
accept ity, and/or ness from attending member not cur-

work or advanced WIN school of house- rentlyState Total training Total age project full time hold available Other

Total:
Number ........................ 1,714 107 1.607 406 32 32 72 126 939
Percent ......................... 100.0 6.2 93.8 23.7 1.9 1.9 4.2 7.4 54.8

Arizona ............................. 199 0 199 38 16 27 27 2 89
Colorado ............................ 29 1 28 3 0 0 0 6 19
Connecticut ........................ 143 0 143 36 0 0 2 18 87
Districtof Columbia I .................... 224 0 224 15 0 1 12 0 196
Kansas ............................. 102 10 92 18 5 4 0 1 64
Kentucky ........................... 69 0 69 27 1 0 8 5 28
Louisiana ........................... 12 1 11 4 0 0 1 3 3
Maine .............................. 5 0 5 2 0 0 1 2 0
Maryland ........................... 61 19 42 3 0 0 2 10 27
Missouri ............................ 34 9 25 2 0 0 0 0 23
Montana ............................ 28 9 19 0 0 0 0 2 17
New Jersey ......................... 170 6 164 66 1 0 9 25 63
North Dakota ....................... 10 0 10 2 0 0 0 0 8



AID TO FAMILIES WITH DEPENDENT CHILDREN: INDIVIDUALS REFERRED BACK TO WELFARE AGENCIES BY MANPOWER AGENCI ES UNDERWORK INCENTIVE PROGRAM, BY REASON FOR REFERRAL BACK AND BY STATE, JANUARY-MARCH 1 969--Continued

Individuals referred back

Other reasons

Required
Refused in omewithout because of Adequateillness or child care

good Illness, Child aged incapacity arrange-cause to disabil. Remote- 16 to 20 OT other mentsaccept ity. and/or '- attending member not cur-work or advanced WIN school of house- rentlyState Total training Total age project t tull time hold available Other

Puerto Rico ......................... 82 21 61 40 7 0 0 14 0Rhode Island ...................... 119 13 106 17 0 0 0 15 74Tennessee .......................... 58 0 58 "1 1 0 4 8 34Vermont......................... 14 1 13 3 1 0 0 0 4Virginia ............................. 34 0 34 17 0 0 2 5 10West Virginia ....................... 248 14 234 82 0 0 0 1 151Wisconsin .......................... 66 2 64 15 0 0 2 8 39Wyoming ........................... 7 1 6 0 0 0 2 1 3

1 Excludes data on referrals back of non-AFDC recipients under temporary assistance program for families of unemployed parents.
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AFDC-CASES CLOSED BY STATE, OCTOBER-DECEMBER 1969

State

United States.

Alabama ............
Alaska ...............
Arizona .............
Arkansas ...........
California ...........
Colorado ............
Connecticut ........
Delaware ...........
District of Columbia
Florida ..............
Georgia ............
Guam ...............
Hawaii ..............
Idaho ...............
Illinois ..............
Indiana .............
Iow a ................
Kansas .............
Kentucky ..........
Louisiana .........
M aine ..............
Maryland ...........
Massachusetts ....
M ichigan ...........

Closed
because

of refusal
without

good
cause to

Total accept
cases work or

closed training

87,630 22

1,364 0
* 2 13 ..........

580 1
* 715 ..........
* 35,552 N.A.

2,354 ..........
1,353 2

570 2
362 ..........

3,062 N.A.

664 ..........
680 ..........

5.950 N.A.

2,096 ..... ....
..... ........... .....

2.639 ..........
.....................

628 1
2,928 5

988 1
M innesota ...............................
M ississippi .......... 1,433 ..........

Closed
because

of refusal
without

good
cause to

Total accept
cases work or

closed trainingState

M issouri ............. 1,763 ..........
Montana ............. 479 1
Nebraska ............ 737 1
N evada ..................................
New Hampshire ..... 179 ..........
N ew Jersey ..............................
New Mexico ......... 988 ..........
N ew York ................................
North Carolina ..........................
North Dakota ........ 335 ..........
O h io .....................................
O klahom a ...............................
Oregon .............. 4,734 2
Pennsylvania ............................
Puerto Rico ..... ........................
Rhode Island ........ 1,114 2
South Carolina ...... 892 1
South Dakota ...........................
Tennessee .......... 1,537 ..........
Texas ................ 2,238 N.A.
U ta h .....................................
Verm ont ............. 462 ..........
Virgin Islands ...........................
V irg in ia ..................................
Washington ......... 5,086 2
West Virginia ........ 2,717 1
W yom ing ............ 238 ..........

(Excerpt from page 230 of the printed hearings)

Senator TALMADGE. How many people on aid for dependent children,
have benefited from the earned-income disregard provisions and to what
extent have earnings increased as a result of this provision?

Mr. HAWKIN.S. The number is quite substantial. May we submit actual
figures on it for the record

The proportion of women with some earnings within that program is
relatively high; maybe the magnitude of a third or something, and I think
we can

Senator TALMADOE. IWVill you submit the full details for the record,
please?

Mr. HAWKINS. Yes, sir.
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Response

AFDC: EARNINGS DISREGARD OF FIRST $30 OF MONTHLY EARNINGS
AND ONE-THIRD OF THE BALANCE

The provision in Federal law that the first $30 of monthly earnings
and one-third of the balance be disregarded was a mandatory require-
ment in the AFDC program, effective July 1, 1969. Prior to that date
only the 18 jurisdictions listed below had the provision in effect:
Alabama, Alaska, Colorado, Connecticut, District of Columbia,
Hawaii, Illinois, Kansas, Kentucky, Massachusetts, New Jersey, Ohio,
Oklahoma, Oregon, Rhode Island, South Dakota, Virgin Islands, and
West Virginia.

Because of the shortness of time between July 1, 1969 and the present
date, we have been unable to compile nationwide statistical data on the
impact of the disr'mgard provision. The following incomplete informa-
tion is presented until such time as more complete data can be procured
and evaluated.

The attached table shows the number and percent of AFDC mothers
who worked full or part time in 1967 and in 1969 in the United States
and four large industrial States. In all four States both the number
and percent who worked rose between the two years; in only Illinois
and Ohio, was the disregard provision of $30 plus one-third in effect
in 1969. Thus it would appear that factors other than the earnings dis-
regard brought about the increase in the other two States and may
have been operative also in the two States that had the earnings dis-
regard.

A report has been written concerning the effect of the $30 one-third
earnings disregard in the State of Illinois after 11 months of operation
under the policy. The report provides information about the kinds of
earnings exemption that ante-dated the $30 one-third and also supplies
detailed information on the exemption policy as it applies to an AFDC
family of four persons. Major findings about the first effects of the
"Federal policy" on earned income exemptions as given in the report
are:

1. A pronounced drop took place in the average monthly amount of
earnings "budgeted" (that is in the amount that could be considered
against a family's requirements).

2. There was some rise during the year in the number of cases budg-
eted for earned income but this was due mainly to advancing case-
loads. However, there were also indications later in the year that more
families were being retained on the rolls because of the new policy.
In May 1969, families with earnings numbered 8,450 (up 2,000 from
October 1968), but it is not known how many would have been work-
ing if the liberalized exemption policy had not been in effect. There was
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no question, however, that the increase was due in part to the retention
of greater numbers of families in the program than in the past as a
direct result of the new policy.

3. Toward the end of the 11-months period, there were some indirect
indications that the stimulus to find employment or continue to work
was showing results. Thus the number of families with budgeted earn-
ings was up (see 2 above) ; a substantial increase in earnings budgeted
occurred toward the end of the year; and the amount of exempted
earnings rose from $550,000 in October 1968, to $776,000 in May 1969.

4. There were clear indications that the number of AFDC cases
being closed because of receipt of employment or increased earnings
was decreasing. Just how much of the drop was due to the exemption
policy or to other factors, such as lack of employment opportunities,
is unknown.



AFDC MOTHERS IN HOME AND EMPLOYED, U.S. AND SELECTED STATES, 1967 AND 19691

Mothers in home and employed
State Full time Part time

1967 1969 1967 1969
Number Percent Number Percent Number Percent Number Percent

Total, United States ...... 84,062 6.6 123,000 7.5 90,615 7.1 94,600 5.8
New York ....................... 7,458 3.8 14,553 5.6 4,643 2.4 5,977 2.3Pennsylvania ................... 1,796 2.7 2,998 3.3 2,812 42 2,907 3.2Illinois ......................... 3,990 6.9 6.304 8.2 2,140 3.7 2,537 3.3Ohio ............................ 1,613 3.0 6,350 10.1 2,355 4.4 3,144 5.0

1 Data for 1969 are incompletely edited.
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Clerk's Note: In response to a question by Senator Williams (pagqe
233) on, the effects of an, increased. unenployment rate on the Fanilvy
Assistance plan the Department submitted the following.

The Labor Department has been able to estimate the effects of an
unemployment rise up to 6.7 percent, based on actual experience pat-
terns resulting from the level of unemployment. Since there has
been no experience with unemployment rates higher than this in the
post-World War II period, it is not possible to make valid estimates
for a 10 percent rate. The estimates for 1, 2, and 3 percentage point-
rises, as well as a technical paper on the methodology used in calcu-
lating them, appear in the response to the chairman's question on
page 212 of the hearing.

Clerk's Note: In response to questions by Senator Williams (page
235) as to the cost of amendments proposed by Senator Ribicoff , Sen-
ator Harris and by Senator McGovern, the Department subsequently
furnished the following memorandum:

Response

Under Senator McGovern's Amendment No. 582, free food stamps
would be issued to recipients of Family Assistance benefits, State sup-
plementation, and assistance under the adult categories (Title XVI).
The value of the free food stamps would be equal to the low cost food
plan (established by the USDA) for the appropriate size family
minus 25 percent of the family's income. The estimated total cost of
this provision would be in the neighborhood of $5.5 billion. The net
costs would depend on the type of Food Stamp program that might
otherwise be in effect.

The amendments to H.R. 16311 submitted by Senator Ribicoff would
add an additional $4.7 billion a year to the cost estimate for that bill
by 1974.

The welfare proposal (S. 3433) submitted by Senator Harris would
cost from $12 to $17 billion more than H.R. 16311 in 1072, and from
$24 billion to $37 billion more in 1974.
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Clerk's Note: In response to a question by Senator Harris (page
015), requesting information on. the hunter of children eligible for
day care, the Department subsequently supplied the following
information:

POPULATION, BY AGE AND STATE: 1967

(In thousands. Estimates as of July 1. Total resident population]

1967
State Total Under 5 years 5 to 17 years

United States ....................... 197,863 19,191 51,584

New England .............................. 11,344 1,078 2,821
M aine ................................. 982 99 254
New Hampshire ....................... 691 67 175
Vermont ............................... 420 41 110
Massachusetts ........................ 5,434 515 1.335
Rhode Island .......................... 901 82 216
Connecticut ........................... 2,918 274 732

Middle Atlantic ........................... 36,676 3,339 8,867
New York .............................. 18,023 1,676 4,269
New Jersey ............................ 6,981 639 1,718
Pennsylvania .......................... 11,672 1,024 2,879

East North Central ........................ 39,189 3,816 10,487
Ohio ................................... 10,488 996 2,817
Indiana ............................... 5.012 499 1,340
Illinois ................................ 10,887 1,053 2,796
Michigan .............................. 8,608 850 2,397
W isconsin ............................. 4,194 418 1,137

West North Central ....................... 16,008 1,511 4.234
Minnesota ............................ 3,625 359 1,005
Iowa ................................... 2,772 258 727
M issouri .............................. 4,587 417 1,156
North Dakota .......................... 632 65 177
South Dakota ......................... 668 70 186
Nebraska ............................. 1,443 141 379
Kansas ................................ 2,281 202 603

South Atlantic ............................. 29,583 2,954 7,780
Delaware .............................. 524 52 142
Maryland .............................. 3,680 J 980
District of Columbia ................... 808 922 189
Virginia ............................... 4, 54 1,185
West Virginia .......................... 1,807 161 464
North Carolina ........................ 5,059 501 1,350
South Carolina ....................... 2,638 279 746
Georgia ............................... 4,490 480 1,220
Florida ................................ 6,035 559 1,504



1017

[In thousands. Estimates as of July 1. Total resident population]

1967
State Total Under 5 years 5 to 17 years

East South Central ........................ 13,014 1,297 3,494
Kentucky .............................. 3,201 312 839
Tennessee ............................ 3,936 374 1,013
Alabama .............................. 3,533 355 965
Mississippi ........................... 2,344 256 676

West South Central ....................... 19,009 1,951 5,165
Arkansas ............................. 1,972 201 510
Louisiana ............................. 3,663 406 1,054
Oklahoma ............................. 2,516 224 624
Texas ................................. 10,858 1,120 2,977

Mountain ................................. 7,828 841 2,230
Montana .............................. 699 69 196
Idaho ................................. 701 68 199
Wyoming .............................. 319 32 89
Colorado .............................. 2,012 194 546
New Mexico ........................... 1,002 125 311
Arirona ............................... 1,637 183 461
Utah .................................. 1,022 117 313
Nevada ................................ 436 52 114

Pacific .................................... 25,21'2 2,404 6,507
Washington .................. ...... 3,208 284 843
Oregon .................. 1,981 169 509
California ......................... 18,992 1,833 4,859
Alaska ............... / .............. 271 36 82
Hawaii ............... ................ 760 82. 214

Source: Department of Commerce, Bureau of the Census; Current Population Reports,

Series P-25, No. 416.

DAY ,CARE FOR ALu. CHILDREN OF WORKING MOTHERS

The attached chart provides an estimate of the potential number
of children who would be eligible for day care services, if legislation
were enacted to provide such service for children of working mothers
and for children of present welfare recipients. Based on the average
of 3.2 children (one preschool and two school age) which presently
constitutes an average AFDC family, this would be a total of almost
13 million pre-school age children and 26 million school age children.
The estimated cost of providing care to the 39 million children is $25
billion for custodial care and $30.5 billion for developmental care.
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Total
Average number Total
annual children cost

cost (millions) (billions)

1. Custodial care:
Preschool age child ................ $1,100 13 $14.5
School age child ................... 400 26 10.5

T ota I ......................................................... 2 5 .0

2. Developmental care:
Preschool age child ................ 1,600 13 25.0
School age child ................... 400 26 10.5

T otal ......................................................... 3 0 .5

The above would be reduced by fees collected from parents able
to share the cost. Assuming this amounted to 50 percent of the cost,
the total would still be considerable.

In addition to these operating costs, funds would also be required
for facility development (construction, renovation, land purchase)
and initial program start up costs for furnishings, equipment and sup-
plies. No estimate has been made of these costs.

NUMBER OF REGULARLY EMPLOYED MOTHERS AND NUMBER OF CHILDREN
RECEIVING AFDC IN JUNE 1969, BY STATE

Estimated No.
Mothers regu- AFDC children

larly employed under 15-
State outside the home June 1969 Total

United States ................. 35,408,880 4,309,040 39,717,920

Alabama ........................... 604,890 70,140 675,030
Alaska .............................. 37,440 4,632 42,072
Arizona ............................. 288,990 30,567 319,557
Arkansas ............................ 318,240 25,832 344,072
California ........................... 3,562,650 643,132 4,205,782

Colorado ............................ 386,100 38,582 424,682
Connecticut ......................... 558,090 52,470 610,560
Delaware ............................ 91,260 12,563 103,823
District of Columbia ................. 209,430 23,829 233,259
Florida .............................. 1,123,200 120,696 1,243,896

Georgia ............................ 858,780 114,513 973,293
Guam .............................................. 1,147 1,147
Hawaii .............................. 127,530 13,120 140,650
Idaho ............................... 124,020 8,295 132,315
Illinois .............................. 1,925,820 240,254 2.166.075

• . ,- _
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NUMBER OF REGULARLY EMPLOYED MOTHERS AND NUMBER OF CHILDREN
RECEIVING AFDC IN JUNE 1969, BY STATE--Continued

Estimated No.
Mothers regu. AFDC children

larly employed under 15-
State outside the home June 1969 Total

Indiana ............................. 884,520 40,182 924,702
Iowa ................................. 483,210 38,212 521,422
Kansas .............................. 401,310 31,059 432,369
Kentucky ........................... 475,020 77,787 552,807
Louisiana ........................... 547,560 116,058 663,618

Maine ............................... 163,800 18,358 182,158
Maryland ............................ 659,880 82,355 742,235
Massachusetts ...................... 1,056,510 117,439 1,173,949
Michigan ............................ 1,402,830 145,070 1,547,900
Minnesota .......................... 637,650 43,332 680,982

Mississippi .......................... 401,310 73,600 474,910
Missouri ............................ 771,030 84,817 855,847
Montana ............................ 120,510 7,656 128,166
Nebraska ........................... 266,760 18,074 284,834
Nevada .............................. 93,600 6,631 100,231

Now Hampshire ..................... 135,720 5,033 140,753
New Jersey .......................... 1,249,560 147,272 1,396,832
New Mexico ......................... 170,820 29,598 200,418
New York ............................ 3,484,260 653,772 4,138,032
North Carolina ...................... 936,000 72,919 1,008,919

North Dakota ........................ 104,130 6,399 110,529
Ohio ................................. 1,785,420 16,391 1,801,811
Oklahoma ........................... 413,010 56,895 469,905
Oregon .............................. 336,960 32,582 369,542
Pennsylvania ........................ 2,065,050 241,059 2,306,109

Puerto Rico ......................................... 125,356 125,356
Rhode Island ........................ 293,670 22,681 316,351
South Carolina ...................... 483,210 28,308 511,518
South Dakota ........................ 119,340 9,441 128,781
Tennessee .......................... 703,170 78,225 781,395

Texas ............................... 1,853,280 126,873 1,980,153
Utah ................................ 186,030 18,381 204,411
Vermont ............................ 73,710 7,212 80,922
Virgin Islands ....................................... 1,241 1,241

Virginia ............................. 811,980 49,230 861,210

Washington ........................ 555,750 49,864 605,614
West Virginia ....................... 250,380 48,725 299,105
Wisconsin ........................... 753,480 52,412 805,892
Wyoming ............................ 62,010 3,080 65,090
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In 1972, there will be an estimated 27 million children under 6 years
of age and 29 million children aged 6 through 12. Of these, an esti-
mated 3.9 million children under 6 or about 14 percent of their cohort
will be in families eligible for FAP benefits and 5.3 million children
between 6 and 12 or 18 percent of their cohort will be in such families.
The distribution by sex of family head is shown below.

ESTIMATED NUMBER OF CHILDREN IN FAMILIES ELIGIBLE FOR FAP BY SEX
OF FAMILY HEAD AND AGE OF CHILDREN

[In thousands)

In male- In female-
Total headed headed

children families families

Children under 6 .......................... 3,900 2,200 1,700
Children 6 to 12 .......................... 5,300 3,000 2,300

Total ................................ 9,200 5,200 4,000

ESTIMATED NUMBER OF CHILDREN$ PAP CHILD CARE

It has been estimated that 150,000 preschool age and 300,000 school
age children will receive care under the Family Assistance Act dur-
ing the first full year of operation.

This estimate was arrived at by the White House working group
for the Family Assistance Act. It is based on the Department of
Labor', plan for 150,000 training slots and AFDC family size data
which indicates that there is an average of 3.2 children in each AFDC
family, one (1) preschool age child and two (2) school age children.

The figures represent, of course, only an initial gross estimate of
the children to be served. The Department is presently working with
the Department of Labor to refine these estimates in light of more
definitive planning in regard to the training program, further study
of the AFDC program family compositions and expected registration
of AFDC families with preschool age children, and estimates of the
need for child care among the working poor families.

(Excerpt from pages 248 aid 249 of the printed hearings)

Senator BYRD. How many employees does HEW have?
Secretary FNcH. At this point we are down now to 102,000-plus,

from an all-time high a few years ago of 110,000.
At the same time I think it is important to point out that we have

gone in the last 2 years from a $50 billion to a $60 billion budget.
Senator BYRD. How many do you have in Washingtont
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Secretary FINCH. If you leave out Baltimore-are you talking about
all over the environs of Washington? Including NIH and social security?

Senator BYRD. All in your Depar'ment, that you have jurisdiction
over in HEWH?

Secrelary FiNCH. Are you including all of the buildings in the imme-
diate environs, Maryland and Virginia, as well as the District? 11e
spread out to Bethesda and Baltimore and other nearby cities. I would
guess somewhere between 45,000 and 60,000.

Mr. VENEMAN. We can supply the exact injormalion.

Response

The Department of Health, Education, and Welfare had approxi-
mately 29,600 employees in the Metropolitan Washington area oJi
March 31, 1970.

Clerk's Note: In response to a question by Senator Curtis (page
262) as to the average age of *ully employed persons whose families
will become eligible for fami assistance benefits, the Department
subsequently submitted the allowing informaton:

The estimated median age of family heads who work full-time and
whose families would be eligible for family assistance benefits is 41.

(Excerpt from page 264 of the printed hearings)

Senator Curtis. Now, in reference to the nonfarm rural, these em-
ployed people with a low income, what percent of them are living in
an area of high unemployment where the opportunities are kacking
and what percent are in their predicament because they lack training
and skills?

Secretary Finch. Again, we will endeavor to get the best informa-
tion we can from the Department of Labor and the Department of
Commerce.

Senator Curtis. Do you have it in reference to the nonfarm rural?
Secretary Finch. No, we do not; &qr.
Senator Curtis. Now, in reference to the rural and those people

who are lting on the farm, how many of those derive their total
income from farms and how many of them have a combination of
farming and some employment?

Secretary Finch. We will get that material for you, Senator. We
will have itfor you within a few days.

Response

The information requested on the relationship of potential Family
Assistance recipients to unemployment rates in nonfarm, rural areas
cannot be provided at this time. The survey data used in making cost
estimates for FAP cannot be used with any confidence to pinpoint
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recipients to small localities. Such data would have to be used in
regional aggregates, and this level of aggregation would hide the
correlation of FAP families with pockets of high unemployment.

The specific data, requested on source of income for rural families
are not available.

Clerk's Note: In response to a question by Senator Curtis (page
265) regarding the number of States in which the Offiee of Economic
Opportunity conducted interviews leading to data included in a
document prepared by the Department entitled "Selected Charac-
teristics for Families Eligible for the Family Assistance Plan," the
Department subsequently submitted for the record the following
response:

The Office of Economic Opportunity special survey of 1966 was
based on interviews conducted in all 50 State.q.

Clerk's Note: In response to questions by Senator Curtis (page
269) regarding the relationship between family income and family
stability, the Department subsequently furnished for the record the
following data:

AFDC FAMILIES BY STATUS OF FATHER, 1969

Status Number Percent

Total .............................................. 1,630,400 100.0

D ead .................................................... 89,700 5.5
Incapacitated ........................................... 187,900 11.5
Unemployed, or employed part time, and-Enrolled in

work or training program ............................. 36,000 2.2
Awaiting enrollment after referral to WIN ............... 14,800 .9
Neither enrolled nor awaiting enrollment ............... 28,200 1.7
Absent from the home:

Divorced ............................................ 223,600 13.7
Legally separated ................................... 45,200 2.8
Separated without court decree ..................... 177,500 10.9
Deserted ............................................ 258,900 15.9
Not married to mother .............................. 454,800 27.9
In prison ............................................ 42,100 2.G
Absent for another reason .......................... 26,700 1.6

Other status:
Stepfather case ..................................... 30,400 1.9
Children not deprived of support or care of father,

but of mother ..................................... 14,400 .9
Not reported ............................................ 200 (1)

I Less thom 0.05.
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DESERTION, FAMiLY SIZE, AND ILLEGITIMfACY AS RELATED) TO INCOME

DESERTION

Of all ever married persons who are separated from their spouses,
60 percent of the males and 84 percent of the females have incomes of
less than $3,000 (table I).

The proportion of all ever married males who are separated from
their spouses declines with rising income; 2 percent, of all males with
incomes under $3,000 are separated, while only 1.3 percent. of those
with income above $3,000 are separated. For females, the relationship
between income and separation is more irregular, although the pro-
portion separated does decline consistently with increased income
above $3,000 (table II).

In 16 percent of all female headed AFDC families in 1969, the
father had deserted, and in 30 l)ercent, of such families the father was
absent through separation I (comparable to the definition of separation
used for census data).

FAMILY SIZE

Although median income increases with family size, larger families
are more likely to be poor. About 9.0 percent of all families in 1966 were
poor, but over 11 percent. of all six-person families and 21 percent of
families of seven or more persons were below the poverty level, as indi-
cated in table III.

ILLEGITIMACY

Although no national data is available linking illegitimacy rates
to income level, a survey of the literature supports the view that il-
legitimacy declines with rising income. (This does not necessarily
mean that illegitimate conceptions vary with income.) The estimates
in table IV indicate that about 16 percent of births to poor and near
poor women are illegitimate, as compared to 2 l)ercent for the nonpoor.

Moynihan's report on the Negro family presents statistics for non-
white illegitimate births in the District of Columbia which reflect the
same relationship.

Thirty-one percent of all children in AFDC families are illegitimate
and almost 45 percent of all AFDC families have illegitimate recipient
children.2

1 Preliminary report of findings!-1969 AFDC study, table 16, p. 23.
'Ibid., tables 13 and 14, pp. 20-21.

44-527 O-70--pt. 2-41
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TABLE I-PERCENTAGE DISTRIBUTION OF EVER MARRIED PERSONS, 14 YEARS
AND OVER, SEPARATED FROM SPOUSE, BY INCOME IN 1959

Perce~itage distribution of
petons separated from
spouse I

Male Female

Total .............................................. 100.0 100.0

W ithout Incom e ......................................... 9.0 17.7
With Income:

$1 to $999 ...................................... . 20.5 29.6
$1,000 to $2,999 ................................... 30.1 36.2
$3,000 to $4,999 ................................... 23.0 13.2
$5,000 to $6,999 ................................... 11.5 2.4
$7,000 to $9,999 ................................... 3.9 .6
$10,000 and over .................................. 2.1 .2

Median Income ......................................... $2,661 $1,637

1 Separated persons are those with legal separations, those living apart with intentions of
obtaining a divorce, and other persons permanently or temporarily estranged from their
spouse because of marital discord.

Source: U.S. Department of Commerce, Bureau of the Census. U.S. States Census of
Population, 1960, Marital Status, table 61, pp. 109-110.

TABLE II-PROPORTION OF EVER MARRIED PERSONS, 14 YEARS AND OVER,
SEPARATED FROM SPOUSE, BY INCOME IN 1959

Proportion separated from
spouse,

Male Female

Total .................................................... 0 .5 2 .0

W ithout Incom e ......................................... 1.3 0.8
With Income:

$1 to $999 .......................................... 2.2 2.6
$1,000 to $2,999 ................................... 2.1 4.1
$3,000 to $4,999 .................................. 1.5 2.7
$5,000 to $6,999 ................................... 0.9 2.0
$7,000 to $9,999 ................................... 0.6 1.9
$10,000 and over ................................... 0.5 1.3

Median Income ......................................... $2,661 $1,637

I Separated persons are those with legal separations, those living apart with intentions of
obtaining a divorce, and other persons permanently or temporarily estranged from their
spouse becuase of marital discord.

Source. U.S. Department of Commerce, Bureau of the Census: U.S. States Census of
Population, 1960, Marital Status, table 61, pp. 109-1 10.



TABLE Ill-POVERTY AMONG FAMILIES IN METROPOLITAN AREAS. BY FAMILY SIZE, 1966

(Families in thousands]

In onpvety re ..n .poet area.

All areas

Below poverty level
wuuA;.-

in nonpoverty area
Below poverty level

Med ian

in poverty area
Below poverty level

Median

Size of family Families income Percent income Families Percent income Fami'ies Percent income

2 persons .............. 9,026 $6,618 11.2 $1,499 7,758 9.6 $1,503 1,448 19.4 $1,484

3 persons .............. 5,596 8,535 6.7 1,595 4,753 4.8 1,590 843 17.4 1,602

4 persons .............. 5,394 9,122 6.4 2,239 4,653 4.3 2,284 741 19.8 2,181

5 persons ............... 3,496 9,379 8.5 2,617 3,024 5.6 2,397 472 26.7 2,821

6 persons ............... 1,850 9,194 11.3 3,162 1,552 6.3 3,102 308 37.0 3,172

7 or more persons ...... 1,720 8,640 20.9 3,949 1,263 12.6 4,030 457 43.8 3,870

Source. Statistical Abstract of the United States, 1969, Department of Commerce, Bureau of the Census. table 487.

0
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TABLE IV-ESTIMATE OF ILLEGITIMATE BIRTHS DURING 1960-65 FOR WOMEN

INCLUDED AMONG THE POOR AND NEAR POOR IN MARCH 1966, BY RACE

Estimated illegitimate births

Total White NonwhitePoverty status

Average annual number:
Total ................................ 256,000 102,000 154,000

Poor and near poor ................... 189,000 63,000 126,000
Other ................................. 67,000 29,000 28,000

Percent of total births:
Total ................................ 6.2 3.0 23.4

Poor and near poor ................... 15.7 8.1 29.6
Other ................................. 2.3 1.5 12.1

Source: Campbell, Arthur A.: "The Role of Family Planning in the Reduction of Poverty."
Journal of Marriage and The Family, May 1968, vol. 30, No. 2, pp. 236-245.

TABLE V-PERCENT OF NONWHITE ILLEGITIMATE BIRTHS IN 1963, IN DISTRICT
OF COLUMBIA CENSUS TRACTS, AS RELATED TO NONWHITE 1960 UNEMPLOY-
MENT RATE OF CENSUS TRACTS I

Percent of
births

Census tracts with nonwhite male unemployment rates of illegitimate

12.0 and over ......................................................... 40.8
9.0- 11.9 ........... . ....................................... 37.9
6.0--8 .9 ............................................................... 3 1.1
3 .0- 5.9 ............................................................... 28 .1
2.0 and below ......................................................... 17.6

Source. U.S. Department of Labor, Office of Policy Planning and Research: The Negro.
Family-The Case for National Action, Mar. 1965. p. 69.

Clerk's Note: Following up cm questions lty Senator William
(p. 281) regarding the Federal rent supplement program, the De-
partment sub8equently submitted for the record the following memo-
randum:

RENT SUPPLEMENT PROGRAM

The rent supplement program, enacted in the Housing and Urban
Development Act of 1965 and amended by the 1968 and 1969 acts, was
the first market rate Federal housing program providing assistance
to lower income families which enabled them to afford modern rental
accommodations other than public housing units. The program pro-
vides for rent supplements on behalf of needy tenants. Housing pro-
vided is privately owned, privately operated, and primarily privately
financed. A market rental rate sufficient to cover applicable debt serv-
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ice, maintenance, and management expenses is established for each
rental unit. Eligible tenants are required to pay 25 percent of their
income toward the rental rate.. line deficiency is made up in the form of
a Federal rent supplement payment made directly to the project
owner. Families may remain in the project even if their income even-
tually exceeds eligibility levels. It is anticipated that these provision.,
will lead to an economic diversity among tenants.

The law provides that tenants must meet certain income and asset
requirements and belong to one of the following groups: elderly or
physically handicapped; persons displaced or about to be displaced
by urban renewal, code enforcement, or other governmental action;
persons living in substandard housing; or individuals left homeless
by a natural disaster. The housing legislation of 1968 revised proce-
dures for determining monthly supplements, as well as eligibility for
admission, by allowing a $300 deduction per minor child and by ex-
cluding earnings of such minors from family income.

Most mortgages in the program will be FHA insured under the sec-
tion 221 (d) 3) market rate program. Not more than 10 percent of
the contract authority approved in the annual appropriation acts may
be utilized for the experimental part of the program, of which one-
half may be used for housing insured under the section 221 (d) (3)
below market interest rate program (BMIR), and one-half for hous-
ing for the elderly under the direct loan program (sec. 202) and
the elderly housing mortgage insurance program (sec. 231). In addi-
tion, the 1968 and 1969 Housing Acts made it possible for the rent
supplement program to be used in conjunction with State and locally
assisted subsidized housing programs.

More than 22,000 units are occupied by tenants receiving the benefit
of rent supplements, and at least 77,000 additional units are at some
stage of processing in the program. Of the more than 22,000 units
which are occupied, somewhat less than 5,000 are occupied by tenants
whose incomes are comprised in part or in whole of welfare payments.
Under section 202, a program for the elderly, probably less than 10
percent of the tenants are receiving welfare payments. Approximately
one-quarter of the tenants under other programs receive welfare pa.v-
nients.

RENT SUPPLEMENT UNITS UNDER PAYMENT IN SELECTED CITIES MAY 1970
BY PROGRAM

city Sec. 202 2 2 1(d4'(3d 2 2 1 V(

W ilm ington ............................... 0 0 0
Phoenix ................................... 42 0 0
Chicago ................................... 7 0 22
New York .................................. 77 77 1,128
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INCOME ELIGIBILITY LIMITS WHICH WOULD OPERATE IN THE 4 CITIES

Family size

1 2 3 4 5 6 7

New York City ............... $4,320 $5,472 $6,336 $6,336 $7,500 $7,500 $7,500
Chicago ..................... 4,200 4,800 5,400 6,000 6,600 7,200 7,500
Phoenix ..................... 3,300 3,600 3,900 4,200 4,500 4,800 5,100
Wilmington ................. 3,700 4,300 4,600 4,800 5,100 5,400 5,700

TENANTS IN AN ILLUSTRATIVE RENT SUPPLEMENT PROJECT IN NEW YORK
CITY THAT PAID RENT AND RECEIVED A HOUSING "BONUS"

Monthly Annual
Fair market housing housing

Unit size Family size rental Tenent pays subsidy subsidy

Efficiency.... 1 $105 $87 $18 $216
1 bedroom... 2 165 132 33 396
2 bedroom.... 4 215 167 48 576
3 bedroom .... 6 265 175 90 1,080
4 bedroom .... 8 287 197 90 1,080

HUD-FHA AssIsTED PROORAM 'oR THlE RENT SUPPLEMENT PROGRAM

WHAT IT I

Privately built housing for low-income families and individuals eligible for
public housing and who are either displaced by governmental action, 62 years of
age (or older), physically handicapped, living In substandard housing, or whose
unit was damaged or destroyed by natural disaster.

Provides assistance In the form of monthly Federal payment to owner In
behalf of low-income tenants.

ELIGIBLE PROJECTS

Only new housing projects or existing ones Involving major rehabilitation.
Five or more units-detached, semi-detached, row walk-up, or elevator struc-

tures.
Modest design suitable to the market and location.
Must be built in conformity with FHA minimum property standards.
Regulated by FHA rents, rate of return, methods of operation, rent supplement

payments.
Must be either part of a workable program for community improvement or

have lous I official approval.

ELUIBLE SPONSORS AND MORTOAGORS

Private no,-proflt organization, limited dividend mortgagor, or cooperative
housing corpora tion.

Consideration given to qualifications of sponsors--character, integrity, motiva-
tion, past successful participation In housing, demonstrable interest in this type
of housing, recognition of continuing responsibility, financial ability, capacity
to provide competent management.

PROJECT MANAGEMENT

Success depends on competent project management.
Housing owner expected to assist tenants in application preparation.
Management has fiscal responsibilities-monthly statements, re-certifications

of incomes.
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Management program must be approved by FHA at least 30 days prior to
initial endorsement.

FINANCED BY

Private lenders (mortgagees eligible for purchase by FNMA).

MORTGAGE LIMITS

Limits and terms applicable to Sections 221 (d) (3).
Maximum amount-not in excess of $12,500,000.
Mortgage term-40 years or % of economic life of property.
Repayment-level annuity monthly plan (equal monthly payments to principal

& interest).
HOW ONE BEOINS

Preliminary conference with FHA-identifying locality, general site, proposed
type and number of living units, need for housing, type of people to be served,
plans for management.

If project appears feasible-sponsor will be asked to submit for pre-application
analysis.

Pre-applicatlon analysis and other forms and exhibits will not be executed
until sponsor has been advised that rent supplement funds have been allocated.

Favorable decision resulting from pre-application analysis will result in formal
request for rent supplement funds.

Formal application will be invited (accompanied by required fee).

ABOUT THE TENANTS

Eligible tenants described in opening paragraph.
Income limits must be within those of public housing locally.
Total assets cannot exceed $2,000 unlc8s applicant Is 62 years or older, in which

case assets may total $5,000 (per-onal property excluded).
Supplement for any tenant may not exceed 70% and must represent at least

10% of the FHA-approved rent for the unit.
Must enter Into lease with housing owner.

RENT SUPPLEMENT AMOUNT

Difference between 25% of gross income and FHA-approved rental for unit
represents rent supplement amount.

Re-certification of income required yearly (except for elderly).
FHA insuring office will negotiate rent supplement contracts.
It will provide that payment of rent supplements for eligible tenants will be

made monthly, by voucher Initiated by housing owner.

NOTE: Tenants do not have to move from a rent supplement project when they become
over-income for supplement eligibility. They then pay the full rental if they wish to remain
in occupancy.

Cler's Note: Following up on questions by the chairman (page
296) regarding the Department's view on a recent Supreme Court
deceion striking dawn a California statute stating that the income
of a man who assumed the role of a husband is available to the family
and should be counted for welfare purposes, the Department subse-
quently submitted for the record the following statement:

The Supreme Court decision in Leu4i v. Martin upheld the validity
of an HEW regulation. This regulation applies to the existing AFDC
program and resulted from the provisions of the Social Security Act,
the history of the program, and the earlier Supreme Court decision
in King v. Smith.

Under 45 CFR section 203.1, a parent's income is considered avail-
able for support of children in the household in the case of the
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children's natural or adoptive parent, or a stepparent who has the
same obligation under State law to support the children as a natural
parent. Income of any other individual in the household, including
that of an unrelated male, may be considered only to the extent that
it is actually contributed.

Under the family assistance plan, this policy is continued. Step-
fathers would be members of the family for purposes of both the
family assistance benefits and supplementary payments. Their income
would be treated like that of other family members. Unrelated indi-
viduals would not be part of the family for purposes of payments,
nor would their income be counted unless contributed to the family.

Clerk's Note: In response to questions by Senator Bennett (page
299) for data comparing the impact of other aid programs on the
current welfare program (as contrasted to table 3 on page 277 and
table 4 on page 282 of pt. 1 of the hearings), the Department sub8e-
quently submitted the following charts for the record:
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(Benefits potentially available to 4-person female-headed families in Chicago, Ill]

Benefits potentiallyavailable to 18 percent
of AFDC recipients

Benefits potentially available to 82 percent of AFDC recipients in Chicago in Chicago

Average
Total vendor

Federal, payment
State, and Current Current Total net to health

Total gross social schedule& Total net public cash, food, services-
cash security Net cash food stamp cash and housing and public for AFDC

Earnings AFDC 1 income taxes 4 income bonus* food bonus housing families Total

$0 ...................... $2,976 $2,976 ............ $2,976 $480 $3,456 $840 $4,296 $790 $5,086

$720 ................... 2,976 3,696 $35 3,661 360 4,021 840 4,861 790 5,651

$1,000 ................. 2,976 3,976 48 3,928 312 4,240 840 5,080 790 5,870

$2,000 ................. 2,590 4,590 96 4,494 288 4,782 840 5,622 790 6,412

$3,000 ................. 1,923 4,923 144 4,779 288 5,067 840 5,907 790 6,697

$4,000 ................. 1,256 5,256 332 4,924 288 5,212 840 6,052 790 6,842

$5,000 ................. 589 5,589 567 5,022 288 5,310 840 6,150 790 6,940

$6,000 ............................. 6,000 837 5,163 ............ 5,163 81960 6,123 ............ 6,123

$7,000 ............................. 7,000 1,074 5,926 ............ 5,926 (9) 5,926 ............ 5,926

$8,000 ............................. 8,000 1,318 6,682 ............ 6,682 (9) 6,682 ............ 6,682

$9,000 ............................. 9,000 1,527 7,473 ............ 7,473 ............ 7,473 ............ 7,473

*Less than 40 percent of the poor nationwide currently receive some form
of food benefits.

**Medical vendor payments do not represent cash income available to
families and should not be counted as part of total family income. Such
payments are made on behalf of families with medical needs only. The
AFDC maximum payment level for a 4-person family ($3,156) is adjusted
here to $2,976 because public housing rent is less than the maximum AFDC
rent allowance.

1 State supplement is based on the following maximum payments: New
York City, $3 756 (adjusted to $3,576 for rent as paid to public housing);
Chicago, 53,i56 (adjusted to $2,976 for rent as paid to public housing).
Work-related expenses were based on estimated State averages of $708 in
Illinois, $900 In New York.

2 Federal tax based on current schedule, including surcharge.

3 State tax based on current schedule.
4 Social security tax based on 4.8 percent of earnings up to $7.800.
3 Food-stamp bonus based on value of food-stamp allotment less purchase

price.
6 Public housing bonus calculated on the basis of the value of equivalent

private market rentals less the maximum rent allotment for AFDC recipients
($90 in Chicago and $105 in New York).

7 Medicaid benefit shown is the average benefit for all AFDC families in
State. Individual families may receive more or less depending upon medical
needs. State eligibility standards apply.

a Bonus in areas above AFDC breakeven as families move from welfare to
nonwelfare rent schedules.

' Above continued occupancy limits, but families may be allowed to stay
until other housing is located.
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[Benefits potentially available to 4-person female-headed families in New York City, N.Y.]

Benefits potentially available to 92 percent of AFDC recipients in Benefits potentially
in New York City available to 8 percent Average

of AFDC recipients in vendor
Total New York City payment

Federal to health
State, and Current Current 6 Tota' net services-

social schedule& Total net Public cash, food for AFDC
Totai gross security Net cash food stamp cash and housing and public familiaz

Earnings AFDC' cash taxes 24 income bonus* food bonus housing Total
income

$0 ...................... $3,576 43,576 ............ $3,576 $360 $3,936 $420 $4,356 $1,153 $5,509
$720 ................... 3,576 4,296 35 4,261 312 4,573 420 4,993 1,153 6,146
$1,000 ................. 3,382 4,382 48 4,334 288 4,622 420 5,042 1,153 6,195
$2,000 ................. 2,715 4,715 96 4,619 288 4,907 420 5,327 1,153 6,4.80
$3,000 ................. 2,048 5,048 144 4,904 288 5,192 420 5,612 1,153 6,765
$4,000 ................. 1,381 5,381 333 5,048 288 5,336 420 5,756 1,153 6,909
$5,000 ................. 714 5,714 584 5,130 288 5,418 420 5,838 1,153 6,991
$6,000 ................. 47 6,047 871 5,176 288 5,464 420 5,884 1,153 7,037
$7,000 ............................. 7,000 1,133 5,867 ............ 5,867 8 720 6,587 ............ 6,587
$8,000 ............................. 8,000 1,403 6,597 ............ 6,597 8720 7,317 ............ 7,317
$9,000 ............................. 9,000 1,644 7,356 ............ 7,356 (9) 7,356 ............ 7,356

OLess than 40 percent of the poor nationwide currently receive some form
of food benefits. Independently of family assistance. New York wi.I institute
a food stamp program In the fall of 1970. Therefore, the current schedule
food stamp bonus Is shown here rather than the commodity value.

**Medical vendor payments do not represent cash income available to
families, and should not be counted as part of total family income. Such
payments are made on behalf of families with medical needs only. The
AFOC maximum payment level for a 4-person family ($3,756) is adjusted
here to $3,576 because public housing rent is less than the maximum AFDC
rent allowance.

I State supplement Is based on the following maximum payments: New
York City, $3.756 (adjusted to $3 576 for rent as paid to public housing;
Ch ago, $3156 adjustedd to $2,976 for rent as id to public housing.
Wor0-r-laterkexpenses were based on estimated State averages of. $708 in
Illinois. $900 in New York.

2 Federal tax based on current schedule, including surcharge.
3 State tax based on current schedule.
4 Social security tax based on 4.8 percent of earnings up to $7.800.
' Food stamp bonus based on value of food stamp allotment less purchase

price.
* Public housing bonus calculated on the basis of the value of equivalent

private market rentals less the maximum rent allotment for AFDC recipients
($90 in Chicago and $105 in New York).

7 Medicaid benefit shown is the average benefit for all AFDC families in
State. Individual families may receive more or less depending upon medical
needs. State eligibility standards apply.

I Bonus Increases above AFDC break-even as families move from welfare
to nonwelfare rent schedules.

' Above continued occupancy limits, but families may be allowed to stay
until other housing is located.
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Clerk's Note: In response to a request by Senator Talmadge (con.
veyed by the chairman, p. 299) for tables showing the impact of other
Federal programs on the family assistance plan as it zvould apply
in Atlanta, Ga., and Brooks County, Ga., the Department sitbsequently
submitted for the record the following charts:

COMPARISON OF BENEFITS AVAILABLE FOR SELECTED INCOME-TESTED
PROGRAMS UNDER FAMILY ASSISTANCE AND CURRENT LAY/ IN ATLANTA,
GA.; BROOKS COUNTY, GA.; LOS ANGELES, CALIF.; NEWARK, N.J.

I. Under family assistance*-Benefits potentially available to 4-person female
headed recipient families: Excludes public housing which will not be available to
94 percent of family assistance families nationwide.

Tables:
1-Atlanta, Ga.
2-Brooks County, Ga.
3-Los Angeles, Calif.
4-Newark, N.J.

II. Under family assistance*-Benefits potentially available to f-person female-
headed recipient families: Includes public housing which will be available to only
6 percent of family assistance families nationwide.

Tables:
5-Atlanta, Ga.
6-Brooks County, Ga.
7-Los Angeles, Calif.
8-Newark, N.J.

Ill. Under current law-Benefits potentially available to 4-person female-headed
recelplent families.

Table:
9-Atlanta, Ga.

10-Brooks County, Ga.
11-Los Angeles, Calif.
12-Newark, N.J.

*Administration's June amendments and proposals.



TABLE 1-FAMILY ASSISTANCE

BENEFITS POTENTIALLY AVAILABLE TO 4-PERSON FEMALE-HEADED FAMILY IN ATLANTA, GA.
[Excludes public housing which will not be available to 94 percent of family assistance families nationwide]

Federal, Total net Total net
Total State, and money in- money Medical

State gross social come less Food Income insurance Medical 5FAP supple- money security FHIP* con- stamp and food premium insuranceEarnings benefit I ment 2 income taxes 3 tribution bonus *bonus value *** subsidy Total

$0 ...................... $1,600 ............ $1,600............ $1,600 $840 $2,440 $500 $500 $2,940
$720 ................... 1,600............. 2,320 $37 2,247 611 2,858 500 464 3,322
$1,000 ................. 1,460............. 2,460 52 2,365 566 2,931 500 457 3,388

$2,000................. 960............. 2,960 104 2,788 407 3,195 500 432 3,627
$3,000................. 460............. 3,460 156 3,188 248 3,436 500 384 3,820
$4,000 ........................................ 4,000 236 3,594 76 3,670 500 330 4,000

$5,000 ......................................... 5,000 440 4,215............. 4,215 500 155 4,370
$6,000 ......................................... 6,000 674 5,326............. 5,326 ........... ........... 5,326
$7,000 ......................................... 7,000 926 6,074............. 6,074 ........... ........... 6,074

$8.000 ........................................ 8,000 1,166 6,834............. 6,834.............6,834

*Family health Insurance plan (FHIP)."-Less than 40 percent of the poor, nationwide, currently receive
form of food benefits. some

***Medical insurance premium does not represent cash income available
to families, and should not be counted as part of total family income.

See footnotes on p. 1042.



TABLE 2-FAMILY ASSISTANCE BENEFITS POTENTIALLY AVAILABLE TO 4-PERSON FEMALE-HEADED FAMILY IN BROOKS COUNTY, GA.

[Excludes public housing which will not be available to 94 percent of family assistance families nationwide]

Federal, Total net Total net
Total State, and money in- money Medical

State gross social come less Food income insurance Medical
FAP supple- money security FHIPrcon- stamp and food premium insurance

Earnings benefit I ment 2 income taxes 3 tribution bonus 4 ** bonus value 6 *** subsidy 5 Total

$0 ...................... $1,600 ............ $1,600............$1,600 $840 $2,440 $500 $500 $2,940
$720 ................... 1,600............. 2,320 $37 2,247 611 2,858 500 464 3,322
$1;000 ................. 1,460............. 2,460 52 2,365 566 2,931 500 457 3,388

$2,000................. 960............. 2,960 104 2,788 407 3,195 500 432 3,627
$3,000 ................. 460.............3,460 156 3,188 248 3,436 500 384 3,820
$4,000 ......................................... 4,000 236 3,594 76 3,670 500 330 4,000

$5,000 ........................................ 5,000 440 4,215............. 4,215 500 155 4,370
$6,000 ................ ........................ 6,000 674 5,326 ............ 5,326 .... .................. 5,326

*Family health insurance plan (FHIP).
**Less than 40 percent of the poor nationwide, currently receive

of food benefits.
some form

***Medical insurance premium does not represent cash income available
to families, and should not be counted as part of total family income.

See footnotes on p. 1042.
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TABLE 3.-FAMILY ASSISTANCE

BENEFITS POTENTIALLY AVAILABLE TO 4-PERSON FEMALE-HEADED FAMILY IN LOS ANGELES,

[Excludes public housing which will not be available to 94 percent of family assistance families nationwide]

Federal, Total net Total net
Total State, and money In. money Medical

State gross social come less Food- income insurance Medical
FAP supple. money security FHIP* con. stamp and food premium insurance

Earnings benefit £ ment2 income taxes 3 tribution bonus * bonus value * subsidy5  Total

$0 ..................... $1,600 $1,052 $2,652 ............ $2,599 $505 $3,104 $500 $447 $3,551
$720 ................... 1,600 1,052 3,372 $37 3,228 276 3,504 500 393 3,897
$1,000 ................. 1,460 1,005 3,465 52 3,297 246 3,543 500 384 3,927

$2,000 ................. 960 838 3,798 104 3,544 141 3,685 500 350 4,035
$3,000................. 460 671 4,131 156 3,792 35 3,827 500 317 4,144
$4.000............................. 483 4,843 236 4,029............. 4,029 500 282 4,311

$5,000 ................................. 5,000 432 4,223............. 4,223 500 155 4,378
$6,000.................................6,000 648 5,352............5,352..............5,352
$7,000 ................................. 7,000 888 6,112............. 6,112.............6,112

$8,000 ........................... ,........8000 1,127 6,873'.............6,873
$9,000.....9...............................9,000 1,387 7,613............. 7,613.............7,613

* Family health insurance plan (FHIP).
**Less than 40 percent of the poor nationwide currently

of food benefits.
receive some form

*** Medical insurance premium does not represent cash Income available
to families, and should not be counted as part of total family income.

See footnotes on p. 1042.

CALIF.



TABLE 4.-FAMILY ASSISTANCE BENEFITS POTENTIALLY AVAILABLE TO 4-PERSON FEMALE-HEADED FAMILY IN NEWARK, N.J.
[Excludes public housing which will not be available to 94 percent of family assistance families nationwide.]

Federal Total net Total net
Total State, and money in- money Medical

State money social come less Food income insurance Medical
FAP supple- gross security FHIP* con. stamp and food premium insurance

Earnings benefit I ment 2 income taxes tribution bonus ' * bonus value * 5 Total

$0 ...................... $1,600 $2,456 $4,056 ............ $3,880 $59 $3,939 $500 $324 $4,263
$720 ................... 1,600 2,456 4,776 $37 4,450............. 4,450 500 211 4,661
$1,000................1,460 2,409 4,869 52 4,505............. 4,505 500 188 4,693

$2,000................. 960 2,242 5,202 104 4,702............. 4,702 500 104 4,806
$3,000................. 460 2,075 5,535 156 4,900............. 4,900 500 21 4,921
$4,000 ............................. 1,887 5,887 236 5,651............. 5,651............,651

$5,000......................... 1,316 6,316 432 5,884............. 5,884 ...................... 5,884
$6,000......... ... .. ......... 758 6,758 648 6,110............. 6,110 ........... ........... 6,110
$7,000........................... 211 7,211 880 6,331............. 6,331 ....................... 6,331

$8,000................................ ..8,000 1,092 6,908............. 6,908 ...................... 6,908
$9,000 ......................................... 9,000 1,316 7,684............. 7,684 ........... ............ 7,684

*Family health Insurance plan (FHIP).
**Less than 40 percent of the poor nationwide currently

of food benefits.
receive some form

***Medical Insurance premium does not represent cash income available
to families, and should not be counted as part of total family Income.

See footnotes on p 1042.
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TABLE 5-FAMILY ASSISTANCE

BENEFITS POTENTIALLY AVAILABLE TO 4-PERSON FEMALE-HEADED IN ATLANTA, GA.

[Includes public housing which will not be available to 6 percent of family assistance families nationwide and only
approximately 18 percent of all AFDC families in Atlanta]

Housing
Total bonus to

net Total family
Federal, money net under Total Medical

State, income money pro- net insur-
Total and less income posed money, dance Medical

State gross social FHIP* Food and 1970 food pre. insur-FAP supple. money security contri- stamp food Housing anmum danceEarnings benefit ' ment 2  income taxes 3 bution bonus ** 4 bonus Act 8 Housing value * 5 subsidy 5 Total

$0 ...................... $1,600 .......... $1,600 .......... $1,600 $840 $2,440 $1,000 $3,440 $500 $500 $3,940
$720....8.............. 1,600 .......... 2,320 $37 2,247 611 2,858 856 3,714 500 464 4,178
$1,000 ................. 1,460 .......... 2,460 52 2,365 566 2,931 828 3,759 500 457 4,216

$2,000 ................. 960 .......... 2,960 104 2,788 407 3,195 728 3,923 500 432 4,355
$3,000 ................. 460 .......... 3,460 156 3,188 248 3,436 628 4,064 500 384 4,448
$4,000..................................... 4,000 236 3,594 76 3,670 510 4,180 500 330 4,510

$5,000.................................... 5,000 440 4,215 .......... 4,215 260 4,475 500 155 4,630
$6,000 ..................................... 6,000 674 5,326 .......... 5,326 10 5,336 .................. 5,336
$7,000 ..................................... 7,000 . 926 6,074 .......... 6,074 .......... 6,074 .................. 6,074

$8'000 ............................... 8,000 1,166 6,834 .......... 6,834 .......... 6,834..................6,834

* Family health Insurance plan (FHIP).** Less than 40 percent of the poor nationwide currently receive some form
of food benefits.

*** Medical insurance premium
to families, and should not be cou

See footnotes on p. 1042.

does not represent cash income available
hinted as part of total family income.
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TABLE 6-FAMILY ASSISTANCE

BENEFITS POTENTIALLY AVAILABLE TO 4-PERSON, FEMALE-HEADED FAMILY IN BROOKS COUNTY, GA.

[Includes public housing which will be available to only 6 percent of family assistance families nationwide, and only
6 percent of all AFDC families in Brooks County]

Housing
Total bonus to

net Total family
Federal, money net under Total Medical

State, income money pro- net insur-
Total and less income posed money, ance Medical

State gross social FHIP* Food and 1970 food, pre. insur-
FAP supple- money security contri- stamp food Housing and mium dance

Earnings benefit I ment 2 income taxes 3 bution bonus4** bonus Act 6 Housing value 6,, subsidy 6 Total

$1,600 ..........
1,600 ..........
1,460 ..........

$0 .....
$720...
$1,000.

$2,000.
$3,000.
$4,000.

$5,000.
$6,000.

960
460

$1,600
2,320
2,460

2,960
3,460
4,000

5,000
6,000

. . . . . . . . . .

$37
52

104
156
236

$1,600
2,247
2,365

2,788
3,188
3,594

440 4,215
674 5,326

*Family health insurance plan (FHIP).**Less than 40 percent of the poor
form of food benefits.

nationwide currently receive some
***Medical insurance
families, and should.

See footnotes on p.

premium does not represent cash income available to
not be counted as part of total family income.
1042.

$840
611
566

407
248

76

$640
496
468

368
268
150

$2,440
2,858
2,931

3,195
3,436
3,670

4,215
5,326

flo$3,080
3,354
3,399

3,563
3,704
3,820

4,215
5,326

$500
500
500

500
500
500

500

$500
464
457

432
384
330

155

$3,580
3,818
3,856

3,995
4,088
4,150

4,370
5,326



TABLE 7-FAMILY ASSISTANCE

BENEFITS POTENTIALLY AVAILABLE TO 4-PERSON FEMALE-HEADED FAMILY
(Includes public housing which will

IN LOS ANGELES, CALIF.
not be available to 6 percent of family assistance families nationwide]

Food
stamp

bonus

Total
net

money
income

and
food

bonus

Housing
bonus to

family
under

pro-
posed
1970

Housing
Act 6

Total
net

money,
food,

and
housing

Medical
Insur-
ance
pre-

mlum
value s ***

Medical
insur-
ance

subsidy 3

$0 ..................
$720-.. ..............
$1,000 ................

$2,000 .................
$3,000 .................
$4,000..............

$37
52

104
156
236

432
648
888

1,127
1,387

$2,599
3,228
3,297

3,544
3,792
4,029

4,223
5,352
6,112

6,873
7,613

$505
276
246

141
35

500 155 5,178
............. . ... . 5,352

............... 6,412

......... ....... 6,923
.0. . ...... ....... 7,613

*Family health insurance plan (FHIP).
*Less than 40 percent of the poor nationwide currently receive some form

of food benefits.
"**Medical Insurance premium does not represent cash income available

to families, and should not be counted as part of total family income.
See footnotes on p. 1042.

Earnings
FAP

benefIt I

State
supple-
ment 2

Total
gross

money
ncome

Federal,
State,

and
social

security
taxes 3

Total
net

money
Income

less
FHIP*
contri-
bution

$1,600
1,600
1,460

960
460

$1,052
1,052
1,005

838
671
483

$5,000.
$6,000.
$7,000.

$8,000.
$9,000.

$2,652
3,372
3,465

3,798
4,131
4,483

5,000
6,00
7,000

8,000
9,000

Total

$500
500
500

500
500
500

$3,104
3,504
3,543

3,685
3,827
4,029

4,223
5,352
6,112

6,873
7,613

$1,330
1,186
1,167

1,100
1,017

929

800
550
300

50

$447
393
384

350
317
282

$4,881
5,083
5,094 5

5,135
5,161
5,240

$4,434
4,690
4,710

4,785
4,844
4,958

5,023
5,352
6,412

6,923
7,613

Total



TABLE 8.-FAMILY ASSISTANCE BENEFITS POTENTIALLY AVAILABLE TO 4-PERSON FEMALE-HEADED FAMILY IN NEWARK,

[Includes public housing which will not be available to 6 percent of family assistance families nationwide and only
12 percent of all AFDC families In Newark]

N.J.

Housing
Total bonus to

net Total family
Federal, money net under Total Medical

State, income money pro- net insur-
Total and less income posed money, dance Medical

State gross social FHIP Food and 1970 food, pro- insur-
FAP supple- money security contri- stamp food Housing and mium dance

Earnings benefit I ment 2  income taxes 3  bution * bonus 4** bonus Act6 Housing value *** subsidy 5 Total

$0 ...................... $1,600 $2,456 $4,056 .......... $3,880 $59 $3,939 $784 $4,723. $500 $324 $5,047
$720 ................... 1,600 2,456 4,776 $37 4,450 .......... 4,450 604 5,054 500 211 5,265
$1,000 ................. 1,460 2,409 4,869 52 4,505 .......... 4,505 581 5,086 500 188 5,274

$2,000 ................. 960 2,242 5,202 104 4,702 .......... 4,702 498 5,200 500 104 5,304
$3,000 ................. 460 2,075 5,535 156 4,900 .......... 4,900 414 5,314 500 21 5,335
$4,000 ........................... 1,887 5,887 236 5,651 .......... 5,651 326 5,977 .................. 5,977

$5,000 ........................... 1,316 6,316 432 5,884 .......... 5,884 219 6,103..................6,103
$6,000 ........................... -758 6,758 648 6,110 .......... 6,110 109 6,219..................6,219
$7,000 ........................... 211 7,211 880 6,331 .......... 6,331 .......... 6,331 ..... ............. 6,331

$8,000 ..................................... 8,000 1,092 6,908 .......... 6,908 .......... 6,908 .................. 6,908
$9,000 .................................... 9,000 1,316 7,684 .......... 7,..684 ........ 7684.......... 7,684

*Family health Insurance plan (FHIP).
**Less than 40 percent Of the poor nationwide currently receive some form

of food benefit.

***Medical Insurance premium does not represent cash Income available
to families and should not be counted as part of total family Income.

See footnotes on p. 1042.

I.
0
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FOOTNOTES FOR PROPOSED BENEFIT TABLES 1-8

I Family assistance benefits are $1,600 for a family of 4 with no other
income, based on $500 each for the first 2 persons, $300 each for succeed.
ing persons. Family assistance benefits are reduced 50 percent for earnings,
after the initial disregard of $720 for work-related expenses, and a single
deduction for Federal income taxes. Child care expenses are not included
in calculations.

2 State supplementary payments are based on current payments levels
with a 67-percent reduction rate for earnings, after the initial disregard of
$720 and a single deduction for Federal income taxes. Persons with earnings
who are currently on AFDC in California and Georgia would be "grand-
fathered" to protect them from loss due to the new provisions of sec. 452.
These tables, however, assume new recipients, and do not reflect "grand.
fathering."

3 Federal income taxes computed on the schedule effective in 1972, as-
suming no surcharge. State taxes are computed on current State schedules.
Social security taxes reflect the increase from 4.8 to 5.2 percent of earnings
up to $900 which will be effective January 1971.

4 Food assistance is based on present estimates that the food stamp ro-
gram will replace the surplus commodity program in virtually all areas within
the 1st year of operation of family assistance. (Brooks County. Ga., will
commence a food stamp program in the fall of 1970.) Food stamn bonus is
the difference between the coupon allotment ($1,272) and the purchase
price (31.8 percent of gross income less $240).

3 The assumption here is that the family health insurance program would
replace the present medicaid program for families with a health insurance
policy having $500 premium value. This policy value includes no supple-
mentation which the States might wish to make. Medical insurance bonus is
the difference between contributions and the illustrative premium value of

$500. The following illustrative contribution schedule is assumed: 0 percent
of gross Income to $1,600, 5 percent of that amount of gross income be-
tween $1,600 and $3,000 10 percent from $3,000 to $4,500, and 25 percent
of gross income from $4,600 to $5,620. Full participation Is assumed. Con-
tributions are deducted from total net income columns.

6 The housing bonus is calculated on the basis of the proposed 1970 Hous-
ing Act (S. 3639). That act sets a uniform system of rents for all subsidized
rental housing, public and private, based upon fixed percentages of family
income after $300 is deducted from gross income for each child In excess
of 2. On the 1st $3,500, families must pay 20 percent of net income for
rent; on the amount over $3,500, 25 percent. (It is assumed that applica-
tion of the 20-25 percent rent-income ratio in the private subsidy program
would, in the aggregate, cover project operating costs. In the private pro.
gram subsidy is limited to principal and interest on the capital cost of the
project and the'aggregate of all project rents must be sufficient to cover
project operating expenses.) The bonus is the difference between prevailing
private rents for housing of modest standards in the 4 cities, based on the
most recent determinations for relocation assistance payments, Form HUD
6148 or other HUD estimates. it was assumed that the required unit sizes
were 2-bedroom units for 4-person families. The private annual gross rents
assumed are as follows:

2-bedroom

Atlanta, Ga .................................................... $1,260
Brooks County, Ga ............................................ 900
Los Angeles, Calif ...................................... ...... 1,800
Newark, N.J.......................................... 1 548



TABLE 9--CURRENT LAW

(Benefits potentially available to 4-person, female-headed recipient families in Atlanta, Ga.]

Total
FederalTotal net

State, and money Total net Average
Totaligross social income Public money AFDC

money security Net money Food and food housing food and medicaid
Earnings AFDC, income taxes income bonus *3 bonus bonus * housing benefit ***4 Total

$0 .................... $1,596 $1,596 ............ $1,596 $712 $2,308 $936 $3,244 $330 $3,574
$720 ................... 1,596 2,316 $35 2,281 712 2,993 864 3,857 330 4,187
$1,000 ................. 1,596 2,596 48 2,548 712 3,260 840 4,100 330 4,430

$2,000 ................. 1,596 3,596 96 3,500 712 4,212 768 4,980 330 5,310
$3,000 ................. 1,174 4,174 144 4,030 712 4,742 646 5,388 330 5,718
$4,000................. 695 4,695 332 4,363 712 5,075 552 5,627 330 5,957

$5,000 ................. 260 5,260 564 4,696 712 5,408 456 5,864 330 6,194
$6,000 ............................. 6,000 842 5,158............. 5,158 324 5,482.............5,482
$7,000 ............................. 7,000 1,088 5,912............. 5,912 132 6,044............ . 6,044

$8,000 ......................... 8,000 1,350 6,650 ............. 6,650 ............. 6,650.............6,650

*Less than 40 percent of the poor nationwide currently receive some form
of food benefits.**Only 18 percent of all AFDC families in Atlanta, Ga., live in public housing.

***Medical vendor payments do not represent cash income available to
families, and should not be counted as part of total income. Such payments
are made on behalf of families with medical needs only.

See footnotes on p. 1047.
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TABLE 10-CURRENT LAW

[Benefits potentially available to 4-person female-headed recipient families in Brooks County, Ga.]

'Earnings AFDC 1

Total gross
money

income

Total
Federal

State, and
social

security
taxes

Net money
income

Food
bonus 3*

Total net
money

income
and food

bonus

Public
housing

bonus &**

Total nt
money

food and
housing

Average
AF1DC

medicaid
benefit 4 ***

$ 0 .....................
$720........ .. --....0
$1,000..............

$l2,000.................
$3,000 .................

$4,000 .................

$1,596
1,596
1,596

1,596
1,174

695

$5,000................. 260
$6,000 ............................

*Less than 40 percent of
of food benefits.

the poor nationwide currently receive some from

**Note: Only 6 percent of all AFDC families in Quitman, Brooks County
live in public housing.

***Medical vendor payments do not represent cash Income available to
families, and should not be counted as part of total income. Such payments
are made on behalf of families with medical needs only.

See footnotes on p. 1047.

$723
723
723

$1,596
2,316
2P596

3,596
4,174
4,695

5,260
6,000

$2,319
3,004
3,271

$35
48

96
144
332

564
842

$1,596
2,281
2,548

3,500
4,030
4,363

4,696
5,158

Total

$660
552
504

312
204
108

12
(8)

.. .......... 3,500

............ 4,030
4,363

4,696
.......... 5,158

$2,979
3,556
3,775

3,812
4,234
4,471

4,708
5,158

$330
330
330

330
330
330

330

$3,309
3,886
4,105

4,142
4,564
4,801

5,038
5,158



TABLE 11.-CURRENT LAW

[Benefits potentially available to 4-person, female-headed recipient families in Los Angles, Calif.]

Total
Federal Total net

State, and money Total net Ave
Total gross social Food income Public moneyAFDC

money security Net money bonus 3 and food housing food and medicaid
Earnings AFDC 1 income taxes 2 income bonus bonus 6* housing benefit '* Total

$0 ...................... $2,652 $2,652 ............ $2,652 $552 $3,204 $1,104 $4,308 $1,080 $5,388
$720 .................. 2,652 3,372 $35 3,337 408 3,745 1,104 4,895 1,080 5,975
$1,000................. 2,652 3,652 48 3,604 360 3,964 1,104 5,068 1,080 6,148

$2,000................ 2,652 4,652 96 4,556 288 4,844 1,020 5,864 1,080 6,944
$3,000 ................. 2,652 5,652 144 5,508 288 5,796 828 6,624 1,080 7,704
$4,000 ................. 2,448 6,448 332 6,116 288 6,404 684 7,088 1,080 8,168

$5,000............... 2,005 7,005 556 6,449 288 6,737 588 7,325 1,080 8,405
$6,000 ................. 1,598 7,598 816 6,782 288 7,070 6468 7,538 1,080 8,618
$7,000.............1,165 8,165 1,050 7,115 288 7,403 6360 7,763 1,080 8,843

$8,000................. 759 8,759 1,311 7,448 288 7,736 6240 7,976 1,080 9,056
$9,000................. 326 9,326 1,545 7,781 288 8,069 8s120 8,189 1,080 9,269
$10,000 ............................ 10,000 1,796 8,204 ............ .8,204 ............ .8,204............ . 8,204

*Less than 40 percent of the poor nationwide currently receive some form
of food benefits.**Information on the number of AFDC families in public housing in Los
Angeles not available.

***Medical benefit payments do not represent cash income available to
families, and should not be counted as part of total income. Such payments
are made on behalf of families with medical needs only.

(See footnotes on p. 1047.)
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TABLE 12.--CURRENT LAW
(Benefits potentially available to 4-person female-headed recipient families in Newark, N.J.]

Total
Federal, Total net

State, and money Total net Average
Total gross social Net money Food income Public nioney AFDC

money security income bonus 3, and food housing food and medicaid
Earnings AFDC I income taxes 2 bonus bonus 6** housing benefit 4** Total

$0 ...................... $4,056 $4,056 ............ $4,056 $312 $4,368 (5) $4,368 $200 $4,568
$720..................4056 4,776 $35 4,741 288 5,029 (5) 5,029 200 5,229
$1,000 ................. 4,056 5,056 48 5,008 288 5,296 (6) 5,296 200 5,496
$2,000 ................. 3,658 5,658 96 5,562 288 5,850 (b) 5,850 200 6,050
$3,000 ................. 3,039 6,039 144 5,895 288 6,183 (6) 6,183 200 6,383
$4,000 ................. 2,560 61560 332 6,228 288 6,516 (6) 6,516 200 6,716
$5,000................2,117 7,117 556 6,561 288 6,849 (5) 6,849 200 7,049
$6,000 ................. 1,710 7,710 816 6,894 288 7,182 (1) 7,182 200 7,382
$7,000................1,269 8,269 1,042 7,227 288 7,515 (5) 7,515 200 7,715
$8,000................. 836 8,836 1,276 7,560 288 7,848 (6) 7,848 200 8,048
$9,000****............. 367 9,367 1,474 7,893 ****288 8,181 (6) 8,181 ****200 8,381
$10,000 ............................ 10,000 1,685 8,315 ............ .8,315 ............ .8,315............ . 8,315

*Less than 40 percent of the poor nationwide currently receive some form
of food benefits.**Only 12 percent of all AFDC and AFDC-UF families in Newark, N.J. live in
public housing.

***The medicaid value listed is the average AFDC family medical vendor
payment. New Jersey began operation of the medicaid program in.January
1970, and no benefit data are available yet. Medical vendor payments do not
represent cash Income available to families, and should not be counted as

part of total income. Such payments are made on behalf of families with
medical needs only.

**** Under current practice in Newark, families with eirned income exceed-
ing $5,640 annually after application of the $30 and i exemption provision
are not eligible for supplementation. This provision was struck down by the
courts, so families at $9,000 would receive supplementation when new rules
go into effect.

See footnotes on p. 1047.
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FOOTNOTES FOR CURRENT BENEFIT TABLES 9-12

1 State supplement is based on current State standards and payment
levels and State work-related expense allowances. Child care expenses are
not included in calculations.

2 Federal and State tax based on current schedule, including surcharge.
Social security tax based on 4.8 percent of earnings up to $7,800.

3 Food bonus based on value of surplus commodities (Atlanta, Ga., andBrooks County, Ga.) or food stamp bonus (Newark, N.J., and Los Angeles,
Calif.) using local eligibility schedules. Brooks County, Ga. is expected to
convert to food stamps in October 1970.

4 Medicaid benefit shown is the average benefit for all AFDC families in

State. Individual families may receive more or less depending upon medical
needs. State eligibility standards apply.

5 Public housing bonus Is calculated on the basis of the value of equiva.
lent private market rentals less rent paid. Operation of the Brooke amend.
ment was assumed where appropriate and where it is applied by the local
authority. Net income was computed for families in each city based on
exemptions and deductions applied by each local authority's adopted policy,
as revealed in HUD central files for public housing. No bonus is shown for
Newark, since the welfare department pays actual rent paid by recipients.
The assistance grant in Newark was calculated on the basis of a constant
$110 rent.

6 Above continued occupancy limits, but family may be allowed to stay
until other housing is located.

ii
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(Excerpt from page 313 of the printed hearings)

Senator Harris. My point yesterday was that we ought not to mis-
lead ourselves or the general public into thinking that we are going
to place all of these people in work, because as we discovered yester-
day, there is a question about where are the jobs that they could fill.

And secondly, we talked about child care and whether or not it
would be available to any other than a rather small percentage of
those mothers even, presently heading families on AFDC, which ob-
viously would be, I take it, a larger figure under this bill.

I just wonder if you have any comment on that. I don't want to be-
labor it, but I think it is important that we know just how far we are
going insofar as work is concerned.

Secretary Finch. Mr. Chairman, we should have for you by tomor-
row, and for the committee, thal additional. information.

Response

The Department has estimated that approximately 450,000 children
will require day care as a result of enactment of the family assist-
ance plan. No estimate has been made of how many of those children
will be members of families whose mothers are now receiving AFDC.

(Excerpt from pages 347 and 348 of the printed hearings)

Senator Bennett. I would like to open my questioning by referring
to an area that has not been previously discussed, particularly, and
that is the impact of medicaid on this overall problem. Can you tell
the committee, either now or with information filed for the record,
how many people in the area where we are discussing are eligible for
medicaid?

Mr. Veneman. Actually, those who might be eligible, Senator, woldd
be persons in, those States that do not now have the unemployed-
parent program plus thoee others not working who would become
eligible for public assis ace. The bill itself does not propose to extend
medicaid benefits to the working poor.

As M?'. Patricelli testified a couple of days ago, it is estimated that
the additional costs of medicaid extended to the unemployed-parent
category in those States that do not have it now would be about $100
million.

Senator Bennett. Can you give us any idea of the number of people
involved?

Secretary Finch. We will have to work that out and provide it for
the record.

Senator Bennett. Would you provide it for the record? Also, we
would like to find out approximately what proportion of this number
each year actually receive medicaid payments.

Mr. ire nemam. We can do that. I think we have that.
Secretary Finch. We had better be precise about that, too, Senator.
Senator Bennett. All right. How much does medicaid nov cost the

Federal and State governments, including the cost of intermediate
care under title II? Can you get that information for us?

Secretary Finch. Yes, we will have to get it for you.
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Response

We estimate that there would be 310,000 persons newly eligible for
medicaid in 1971 as a result of the various provisions of H.R. 16311.
This figure includes both new adult categorical recipients and indi-
viduals in families receiving State supplemental payments but not
now on AFDC. It does not include new cash assistance recipients in
States now offering medicaid coverage to the medically indigent.

These new eligibles would not all benefit from medicaid programs in
any given year, of course. However, th, current rates of participation
by program eligibles is not known.

For fiscal year 1971, outlays for title 19 and intermediate care
payments are expected to be as follows:

[In billions]

State and
Federal local

M edicaid ................................................ $3.2 $3.0
Intermediate care facilities .............................. 3 .2

The estimate of 310,000 new Medicaid eligibles does not include all
new eligibles for maintenance payments primarily because many of
these new families are in the 28 States offering Medicaid benefits to
the medically indigent-these families (1o not constitute new Medicaid
eligibles since they may now be eligible for such assistance.

Thus, new Medicaid eligibles constitute only a portion of the in-
crease in families eligible for cash assistance.

Clerk's Note: In response to a question by Senator Bennett (page
349), requesting information on, the impact of including the working
poor under Medicaid the Department sbubmitted the following
re8ponse:

Families defined as "working poor" are not niov eligible for
Federally-aided assistance, and thus (annot be considered "categori-
cally needy" for purposes of Medicaid benefits.

Approximately 650,000 additional female-headed families beyond
those estimated to be receiving AFDC will be eligible for some com-
bination of FAP and/or State supplement benefits in 1971. Of these
families, an estimated 600,600 would not constitute new Medicaid
eligibles primarily because many of these families live in 28 States
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already providing medical assistance to the "medically needy"-thus,
such families may already be eligible for Medicaid benefits:

Thus, only about 50,000 additional fenmale-headed families will be
made eligible for Medicaid.

Clerk's Note: In response to a question. by senator Bennett (p.
350), relative to the number offamilies headed by males and the num-
ber headed by females on AFDC, the Department subsequently sup-
plied the following information :

Assuming that recent growth trends in AFDC continue and the
percent of families who are male-headed remains at approximately
18 percent, the following is the projected number of AFDC families by
sex of family head:

[in millions]

1972 1973 1974 1975 1976

Female-headed families .................... 1.9 2.2 2.4 2.7 3.0
Male-headed families ....................... .3 .3 .5 .6 .6

Total families ......................... 2.2 2.5 2.9 3.3 3.6

It is not possible to provide estimated regional and State distribu-
tion for 1972 until September 1970 when the basis for making such
estimates will become available from the States.

There will be approximately 53 million families in the United
States in 1972. The estimated 2.2 million families receiving AFDC
tlat year will constitute slightly over 4 percent of the total.

The estimated average annual income of AFDC families in 1972
is $3,416. Of this, $2636 is welfare income and $780 is received from
other source.
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Clerk's Note: In response to a question raised by Senator
Tahnadge (p. 366) relative to Secretarial discretion, the Depart-
ment submitted the following information:

PROPOSED ACTION IN AREAS OF SECRETARIAL
DISCRETION

SUMMARY

I. Department of Health, Education, and Welfare

Of 21 major areas of secretarial discretion in H.R. 16311, the De-
partment of Health, Education, and 'Welfare proposes to eliminate dis-
cretion in 7 sections, reduce it in 4, and retain it in 10.

Section Action Description

1. 436(c) ...... Retain ......

2. 437(a) ...... Reduce.....

3. 442(c)(1) ........ do ......

4. 442(c)(2)... Eliminate...

5. 442(c)(3)... Retain ......

6. 442(d) ........... do ......

7. 443(b)(1) ........ do ......

8. 443(b)(2)... Eliminate...

9. 443(b)(3) ........ do ......

10. 443(b)(5) ........ do ......

11. 444(a)(2)... Retain ......

12. 444(b) ........ do ......

13. 445(b) ...... Reduce.....

The Secretary must retain discretion to set fee
schedules for varying qualities of child care,
regional cost differences, and other factors.
(See detail, p. 61.)

The reference to secretarial discretion is taken out,
but he must retain the flexibility to list needed
supportive services by regulation. (See detail,
p. 61.)

The period for redetermination of benefits is
clarified and specified, restricting secretarial
discretion. (See detail, p. 61.)

The new language removes discretion completely.
(See detail, p. 62.)

There is no way to define in the language of the
bill the Reculfar wage arrangements or seasonal
earnings which must be handled under thls sec-
tion. (See detail, p. 62.)

There is no equitable way to encompass all trades
or businesses within the language uf the bilV.
(See detail, p. 62.)

Discretion Is retained to permit regulations which
can adjust limits to accommodate variables such
as government subsidies under work-study and
Neighborhood Youth Corps. (See detail, p. 63.)

We recommend striking the references to secre-
tarial discretion as unnecessary. (See detail, p.
63.)

We recommend removing the area of discretion
and cross-referencing to section 436(c). (See de-
tail, p. 64.)

We recommend defining a charitable agency by
cross-reference to IRS ccde sections 501(c)(3)
and (4). (See detail, p. 65.)

We must retain the flexibility ':o define types of
property essential to a family's self-support.
(See detail, p. 65.)

We must retain the flexibilitytot eatdifferen types
of property and differing ..onditions. (See detail,
p. 65.)

We have eliminated the reference to secretarial
discretion but still must define "regularly
attending" In regulations. (See detail, p. 66.)
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Section Action Description

14. 445(d) ...... Eliminate... We have eliminated the reference to secretarial
discretion and will be guided by the constitutional
implications of Lewis v. Martin and related cases.
(See detail, p. 67.)

15. 446(a)(1) ........ do ...... We eliminate discretion by specifying when benefits
must be paid. (See detail, p. 67.)

16. 446(a)(2)... Retain ...... We must retain the discretion of the Secretary to
deal with the variety of such cases. (See detail,
p. 68.)

17. 446(a)(3) ........ do ...... We cannot specify in law the details of Income
ranges. (See detaIl, p. 68.)

18. 446(b) ...... Eliminate... The major area of discretion has been eliminated
by our rewrite. (See detail, p. 68.)

19. 446(e)(1)... Retain. Secretarial discretion should be retained to provide
flexibility In setting regulations to deal with
different kinds of cases. (See detail, p. 69.)

20. 446(e)(2)... Reduce. We have limited the area of discretion by requiring
positive secretarial action. (See detail, p. 70.)

21. 1602(a)(6).. Retain.. Flexibility is needed here so the Secretary can de-
vise standards In cooperation with the States
which construct a national system of establish-
ing and verifying eligibility. (See detail, p. 70.)

II. Department of Labor

In the six major areas of secretarial discretion in H.R. 16311, the
Department of Labor proposes to follow policy as set forth below.

Section Action Description

1. 447(a) ....... Retain ...... Regulatory authority has been retained because
the Employment Security Offices are agencies of
the State. (See detail, p. 72.)

2. 431(a) ......... do ...... The Secretary retains the discretion to set priorities
in developing employability plans for registrants.
(See detail, p. 72.)

3. 432(a)(2) ......... do ...... The Secretary needs discretion to specify the
schedules to deal with varying transportation and
training costs. (See detail, p. 73.)

4. 432(a)(3) .... Eliminate... Discretion is removed In this section by tying the
allowances to the ratios of sec. 503 of the bill as
resubmitted. (See detail, p. 73.)

5. 434 .......... Retain ...... This section simply states that the Secretary of
Labor may Issue regulations to carry out the pro-
gram. (See detail, p. 74.)

6. 435(a) ......... do ...... This discretion is necessary to allow the Secretary
to prescribe criteria in order to allocate funds to
the States. (See detail, p. 74.)
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PROPOSED ACTION IN AREAS OF SECRETARIAL
DISCRETION

DISCUSSION,

I. Department of Health, Education, and Welfare

(Note: Existing language from H.R. 16311 as passed by the House is
provided at the heading of each item. For proposed new language
reducing or eliminating discretion, see the proposed amended bill.)

1. Section 436(c).
"The Secretary of Health, Education, and Welfare may pro-

vide, in any case in which a family is able to pay for part or all of
the cost of child care provided under a project assisted under
this Section, for payment by the family of such fees for the care
as may be reasonable in the light of such ability."

We recommend that no change be made in the discretionary author-
ity given to the Secretary to establish fee schedules for child care.
These schedules must, of necessity, vary according to the quality of
care, regional cost differences and other factors.

2. Section 437(a).
"No payments shall be made to any S4ate under Title V, XVI, or

XIX, or Part A or B of this title, with respect to expenditures for
any calendar quarter beginning on or after the date Part 1) be-
comes effective with respect to such State, unless it has in effect
an agreement with the Secretary of Health, Education, and Wel-
fare under which it will provide health, vocational rehabilitation,
counseling, social, and other supportive services which the Secre-
tary under regulations determines to be necessary to permit an
individual who has been registered pursuant to -Part D or is
receiving supplementary payments pursuant to Part E to under.
take or continue manpower training and employment under this
Part."

The reference to secretarial discretion can be removed as unneces-
sary, recognizing that substantial regulations will be necessary under
this section and the social services provision of the law to spell out
the implementation of the services -ystem.

3. Section 442(c)(1).
Eligibility for and the amount of benefits of a family for

any quarter shall be redetermined at such time or times as may
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be provided by the Secretary, such redetermination to be effec-
tive pospectively."

We recommend that this section be amended to clarify the time
period for redetermination of benefits. It is now ambiguous as to
whether the redetermination should take place quarterly or monthly.

The amended version provides for universal redetermination at
least quarterly, but permits adjustments for essential changes in fam-
ily composition and income at more frequent intervals.

4. Section 442(c)(2).
"The Secretary shall by regulation prescribe the cases in which

and extent to which the amount of a family assistance benefit for
any quarter shall be reduced by reason of the time elapsing since
the beginning of such quarter and before the date of filing of the
application for the benefit."

We recomend that discretion be deleted in this provision and re-
placed by a requirement that the Secretary pro rate payments from
the date of application.

5. Section 442(c)(3).

"The Secretary may, in accordance with regulations, prescribe
the cases in which and the extent to which income received in
one period (or expenses incurred in one period in earning in-
come) shall, for purposes of determining eligibility for and
amount of family assistance benei ts, be considered as received
(or incurred) in another period or periods."

This provision is concerned chiefly with the distribution of net
earnings from self-employment to quarters for the purpose of com-
puting eligibility and benefits. We propose that either income or
earnings should be allocated equally to the quarters of the calendar
year, fiscal year, or short taxable year involved. This assignment would
be consistent with allocations wider Title II for both payment and
record keeping purpose& Certain peculiar wage arrangements or sea-
sonal earnings would also be handled in this manner.

In view of the practical impossibility of listing in the statute all
of the specific occupations which should be treated in this way, we
believe the discretion in the present language should be retained.

6. Section 442(d).

"The Secretary may, in accordance with regulations, prescribe
the circumstances under which the gross income from a trade or
business (including farming) will be considered sufficiently
large to make such family ineligible for such benefits."

Under this section the Secretary is authorizedd to promulgate
amounts of gross income derived from types of businesses which will
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give rise to a rebuttable presumption that a family is ineligible for
benefits.

That is, we believe that certain amounts of gr 3 receipts, depending
upon the trade or business, can give rise to a presumption that a fam-
ily's income makes them ineligible. However, the family would be
given an opportunity to establish that, notwithstanding the amount
of gross receipts, bona fide business expenditures or other conditions
resulted in a true net income in an amount permitting eligibility for
benefits. For example, extraordinary expenses incurred by a livestock
farmer because of drought, flooding or excessive winters; by a retail
tradesman because of robbery, fire, etc.

7. Sectioni 443(b).
"In determining the income of a family there shall be ex-

cluded-(1) subject to limitations (as to amount or otherwise)
prescribed by the Secretary, the earned income of each child in
the family who is, as determined by the Secretary under regula-
tions, a student regularly attending a school, college or univer-
sity, or a course of vocational or technical training designed to
prepare him for gainful employment."

We propose to retain this language and set dollar limitations by
regulation. Flexibility is necessary to permit variations according to
whether or not a student is receiving some form of government sub-
sidized wages under programs such as work-study, or the Neighbor-
hood Youth Corps. It seems unwise in such cases to take away, through
the Family Assistance system, what the Government is providing
through subsidized employment. In any case, we would expect that
exempt earnings would include at least that much income needed to
provide for tuition and fees.
8. Section 443(b)(2).

"In determining the income of a family there shall be ex.
cluded . . . (2) (A) the total unearned income of all members of
a family in a calendar quarter, which, as determined in accord-
ance with criteria prescribed by the Secretary, is received too in-
frequently or irregularly to be included, if such income so received
does not exceed $30 in such quarter, and (B) the total earned
income of all members if a family in a calendar quarter which,
as determined in accordance with such criteria, is received too
Infrequently or irregularly to be included, if such income so re-
ceived does not exceed $30 in such quarter;"

We recommend that this section be amended by deleting the clauses
which mention criteria prescribed by the Secretary.

The principal matter for secretarial discretion was removed from
this section by the Ways and Means Committee, which fixed the dollar
amount to be disregarded at $30 per quarter for earned and unearned

44-527 0 - 70 - pt. 2 - 43
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income. Consequently, the Secretary is now left to define guidelines for
administrative decisions on what earned and unearned income, up to
the 30 dollar limits, is "infrequently or irregularly received."

We propose to develop criteria for irregularity and infrequency
which will apply to unearned income and to earned income. The cri-
teria will involve considerations of the amount, source and expected
duration of the income.

If the total quarterly income of the family, including earned and un-
earned income, is $30 or less, we propose a presumption that the in-
come is received infrequently and irregularly.

If the total quarterly income of the family exceeds $30, amounts
of earned and unearned income of less than $30 received from any
one source or activity will be excluded if there was no reasonable
expectation that the income would be received in the quarter, and there
is no reasonable certainty that the income will be received from the
same source or activity in each succeeding quarter.

For example, if a person outside the family gives a child $5 or $10'
every month, the income is regularly and frequently received and
will be counted as part of the family income. On the other hand, if such
a person gives $5 or $10 (or more, not exceeding $30 for a quarter)
to a child for birthdays and holidays once or twice a year, the in-
come would be excluded as infrequently and irregularly received.

Also a beneficiary who works each weekend and earns a relatively
stable amount of income ($25-30 per quarter) may be found to have
a regular income from this activity even though the sources may differ
eacli quarter.

9. Section 443(b).
"In determining the income of a family there shall be ex-

cluded ... (3) an amount of earned income of a member of the
family equal to all, or such part (and according to such schedule)
as the Secretary may prescribe, of the cost incurred by such
member for child care which the Secretary deems necessary to
securing or continuing in manpower training, vocational reha-
bilitation, employment or self-employment;"

"We would amend this by taking out the reference to secretarial
discretion and inserting after the last word "except that such amount
may not exceed the cost, established in connection with section 436(c),
of comparable child care." It seems reasonable to limit the amount of
excludable income which an individual may apply toward day care
under this section to the cost to the Government of comparable care
it provides directly under section 436. In this manner, comparable
quality ceilings could be applied, and unlimited deductibility is
prevented.
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10. Section 443(b)(5).
"In determining the income of a family there shall be ex-

cluded . . . (5) food stamps or any other assistance (except vet-
erans' pensions) which is based on need and furnished by any
State or political subdivision of a State or any Federal agency, or
by any private charitable agency or organization."

We would suggest changing the language to define "charitable
agency or organization" as an organization which is exempt from in-
come tax under section 501 (c) (3) and (4) of the Internal Revenue
Code.
11. Section 444(a) (2).

"In determining the resources of a family there shall be ex-
cluded . . . (2) other property which, as determined in accord.
ance with and subject to limitations in regulations of the Secre-
tary, is so essential to the family's means of self-support as to
warrant its exclusion."

We propose that the regulations would differentiate between two
major types of property, (1) automobiles, tools, equipment and ma-
chines, and (2) other business assets.

We would propose that initially the value of an automobile used for
employment purposes, a mechanic's tools, a farmer's machinery, etc.,
be excluded in determining the resources of the family as essential
means of self-support. As experience dictates, dollar limits could be
established if an unlimited exclusion stimulates abuse.

We would propose that the value of business and other assets, up to
a limit of $25,000 or such other figure as national data on small busi-
nesses would suggest, would be excluded in determining the resources
of a family if they are necessary for conducting a trade or business,
and are in such actual use.

This proposed limit would be intentionally set high to avoid dis-
incentives for individuals to start, businesses and lift themselves out
of poverty. Although this limit would not affect small businesses, par-
ticularly service businesses, the income from these businesses would
come under the test of gross income from the business (Section 442
(d)) to limit eligibility for Family Assistance payments.

Saleable real estate, and tools, equipment, or business assets not used
for income producing purposes would be included as family assets.
12. Section 444(b).

"The Secretary shall prescribe regulations applicable to the
period or periods of time within which, and the manner in which,
various kinds of property must be disposed of in order not to be
included in determining the family's eligibility for family assist-
ance benefits. Any portion of the family's benefits paid for any
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such period shall be conditioned on such disposal; and any bene-
fits so paid shall (at the time of the disposal) be considered
overpayments to the extent they would not have been paid had
the disposal occurred at the beginning of the period for which
such benefits were paid."

We propose that the regulations provide a schedule of time periods
for disposal of various types of property which would take into
account the usual length of time required to dispose of the particular
type of property.

The schedule of time periods would serve primarily as a guide, and
would not be absolutely controlling. An important factor would be
whether the family made every reasonable effort to dispose of the
property. For example, the regulation might provide that, where a
recipient regularly advertised a piece of property for sale throughout
the time period established for disposal of such property and received
no offers during the period, the Secretary could continue payments
even after the time period had elapsed.

13. Section 445(b).
"For purposes of this part and parts C and E, the term 'child'

means an individual who is (1) under the age of eighteen, or (2)
under the age of twenty-one and (as determined by the Secretary
under regulations) a student regularly attending a school, col-
lege, or university, or a course of vocational or technical training
designed to prepare him for gainful employment."

We propose to eliminate the explicit reference to secretarial discre-
tion, but "regularly attending" will still have to be defined by regula-
tion. An attempt to be more specific in the law would inevitably
create hardship situations and possibly introduce disincentives for
educational advancement.

It will also be necessary to provide by regulation that regular
attendance will be deemed to continue for a reasonable period between
semesters or sessions of the school provided the beneficiary-student
intends to continue regular attendance at the next regular session of
the school.

We propose to develop criteria which rely principally on the rules
and practices of the educational institutions involved to determine
regular attendance at their couises of instruction. If the institution or
school indicates that the student is in regular attendance, in accordance
with its standards, that will be sufficient to maintain Family
Assistace eligibility. This will maintain the maximum incentive for
beneficiaries to improve their employment potential by part-time
school attendance.

The same criteria for regular attendance would be applied under
Section 443(b) (1) to determine income exclusions.
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14. Section 445(d).
"For purposes of determining eligibility for and the amount of

family assistance benefits for any family there shall be excluded
the income and resources of any individual, other than a parent
of a child (or a spouse of a parent), which, as determined in
accordance with critera prescribed by the Secretary, is not
available to other members of the family."

We recommend deletion of the clause "as determined in accordance
with criteria prescribed by the Secretary."

The regulations implementing this provision would provide that
the criteria for determining whether the income and resources of an
adult are not available to the family would be based upon actual
availability, demonstrated by fact. This would be in conformance
with the current regulation (45 CFR 203.1) as affirmed in Lewis v.
Martin, decided April 20, 1970.

Some suggested guidelines for determining the reasonableness of
the allegations of nonavailability are: (1) the relationship of the
adult to the family or any member thereof; (2) the history of such
person's disposition or the use of his income; (3) the amount of in-
come and amount and type of resources in question. Based upon re-
plies to such queries it could be determined whether allegations of
"nonavailability" were reasonable and, therefore, acceptable without
investigation.

15. Section 446(a)(1).
"Family assistance benefits shall be paid at such time or times

and in such installments as the Secretary determines will best
effectuate the purpose of this title."
We recommend that the language of the section be amended to

read as follows:
"Family assistance benefits shall be paid not less frequently than

monthly, except that such benefits may be paid quarterly in any case
in which the Secretary determines that the amount of such benefits
for a quarter will not exceed $30."

This will make clear the intent to make regular monthly payments
to family assistance beneficiaries.

Payments of small accounts could be made regularly on a monthly
basis. There is a greater possibility for the Family Assistance pay-
ments to have an incentive affect. and a meaningful impact on the
family budget, however, if smaller amounts are combined in a quar-
terly check. No systems problems are anticipated in arranging these
combined payments.
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16. Section 446(a)(2).
"Payment of the family assistance benefit of any family may

be made to any one or more members of the family, or, if the
Secretary deems it appropriate, to any person, other than a
member of such family, who is interested in or concerned with
the welfare of the family."

The substance of this section also appears in sections 447(a),
448(a) and 1610. Similar authority to select an individual to receive
payment of Social Security monthly benefits on behalf of an appli-
cant is contained in Section 205(j).

Ve propose to interpret this uniformly for all sections as authority
to make payment to a family member who is not the parent, or to a
nonfamily member who would be an appropriate payee because he
has shown an interest in or concern with the welfare of the family
members. Because the paramount consideration is for the welfare of
tLie children in the family unit and because the decision must be made
on the facts of each case, guidelines rather than rules on selection
will be issued by regulation. The determination of the appropriate
payee will necessarily be made by the local Federal Assistance office
in consultation with a service worker.

Guidelines will indicate the generally accepted preferred order for
making payment to a resident adult family member; a resident
adult nonfamily member; a non-resident family member; etc. Reasons
for nonselection will be specified, including incapacity, desertion, or
violation of specific statutory prohibitions for failure to register
for manpower services (see 447 (a)). Guidelines will also be-developed
on payment to responsible, mature minors.

17. Section 446(a)(3).
"The Secretary may by regulation establish ranges of incomes

within which a single amount of family assistane- benefit shall
apply."
We believe that the Secretary should retain the discretion to estab-

lish such ranges of income in order to allow for administrative sim-
plicity. This is done, for example, in the veteran's compensation bene-
fit program. This language also permits rounding of benefits to the
nearest dollar.

18. Section 446(b).
"Whenever the Secretary finds that more or less than the cor-

rect amount of family assistance benefits has been paid with
respect to any family, proper adjustment or recovery shall, sub-
ject to the succeeding provisions of this subsection, be made by
appropriate adjustments in future payments to the family or
by recovery from or payment to any one or more of the indi-
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viduals who are or were members thereof. The Secretary shall
make such provisions as he finds appropriate in the case of pay-
ment of more than the correct amount of benefits with respect to
a family with a view to avoiding penalizing members of the
family who were without fault in connection with the overpay-
ment, if adjustment or recovery on account of such overpay-
ment in such case would defeat the purposes of this part, or be
against equity or good conscience, or (because of the small
amount involved) impede efficient or effective administration of
this part."

We recommend that the statute be changed to remove as unneces-
sary the reference to secretarial discretion. Specifically, we would pro-
pose eliminating the second sentence above and inserting at the end
of the first sentence: ", unless such adjustment or recovery (in the
case of an overpayment) would defeat the purposes of this part,
or be against equity or good conscience, or (because of the small
amount involved) impede efficient or effective administration of this
part."

Regulations under this section would be patterned after the Title
II waiver regulations (Section 404.506 if, Regulations No. 4). "With-
out fault," "defeat the purposes," and "against equity and good con-
science" will have to be defined.

In deciding whether recovery of any overpayment, would "impede
efficient or effective administration," consideration would be given to
such factors as the amount, of the overpayment, the cost of the re-
covery process and the effect that recovery might have on encour-
aging prompt and correct reports.

19. Section 446(e) (1).
"The Secretary shall prescribe regulations applicable to fami-

lies or members thereof with respect to the filing of applications,
the furnishing of other data and material, and the reporting of
events and changes in circumstances, as may be necessary to
determine eligibility for and amount of family assistance
benefits."

This discretionary provision should be retained. The regulations
would provide that there would be a requirement for an application
on a prescribed form, but a written statement (letter, etc.) could es-
tablish a filing date which would determine the date for beginning
payments.

An application filed with or a writing addressed to a State welfare
office, in a State administering Part E benefits, should also establish
a filing date for Part D benefits.

With respect to the furnishing of information and reporting events,
we would expect to utilize some form of a "declarative" or "simpli-
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fled" system of claims. However, as to evidence required for eligibility
or validation purposes, much of the format and content of Subpart H
of Regulation No. 4 (20 CFR) would be utilized. Prompt reporting
of any change in income, family membership, etc., would be required
(and based upon such reports, prompt redeterminations made).

20. Section 446(e)(2).
"In order to encourage prompt reporting of events and changes

in circumstances relevant to eligibility for or amount of family
assistance benefits, and more accurate estimates of expected in-
come or expenses by members of families for purposes of such
eligibility and amount of benefits, the Secretary may prescribe
the cases in which and the extent to which (a) failure to so report
or delay in so reporting, or (b) inaccuracy of information which
is furnished by the members and on which the estimates of in-
come or expenses for such purposes are based, will result in
treatment as overpayments of all or any portion of payments of
such benefits for the period involved."

The language of this section would be improved if the word "shall"
replaced "may" so that positive secretarial action is required, and our
amendments make that change.

We would propose specifically to prescribe by regulation which
reports will be required, such as quarterly estimates of earnings, post
entitlement reports of earnings, reports on changes in family composi-
tion, etc., and the time limits within which each report should be made.

We would want to study the reporting and overpayment recovery
experience to assess the impact of withholding from current benefits
for overpayments before establishing specific types of penalty a! a
deterrent to improper reporting.
21. Section 1602 (a),(6)L

"A State plan for aid to the aged, blind, and disabled must ...
(6) provide for the use of a simplified statement, conforming to
standards prescribed by the Secretary, to establish eligibility,
and for adequate and effective methods of verification of eligi-
bility of applicants and recipients through the use, in accordance
with regulations prescribed by the Secretary, of sampling and
other scientific techniques."

One of the chief objectives of the secretarial prescription of the
method specified above is that it allows for flexibility in changing
such administrative devices as may be dictated by evaluation and
experience.

The issuance of methods of administration through regulations gives
the States the opportunity to react to and to participate in the de-
velopment of national standards. When methods are prescribed by
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law, unless they are set forth in general terms, they do not provide
tor the flexibility often needed for efficient administration.

In existing programs operating under Title XVI, States have been
free, until recently, to establish their own methods. This in itself, has
resulted in wide variations and in inequities in the adminstration of
the public welfare programs. On May 28, 1970, the Department did
promulgate a regulation, arrived at after over many months of experi-
mentation at the State level, requiring the gradual extension of the use
of a simplified form or declaration for eligibility for assistance under
the adult categories and requiring statewide implementation in the
adult categories no later than January 1, 1971.

Methods of verification likewise need to be adapted to experience.
Ordinarily in the relationship between the individual and govern-
mental agencies, the individual himself is in the best position to supply
the information or documentation needed to establish specific facts.
Current policies provide for further investigation whenever the need
is indicated and also for detailed investigations of a scientifically se-
lected sample of all applicants and recipients.

Provision for a Federal method for monitoring, by sampling and
other scientific techniques, is necessary. However, experience in the
present programs has shown the need for the freedom to adapt such
methods proscribed by the Secretary to meet the needs of the different
States. The objective is to achieve reliability, with a view toward
economy in the sampling design.



1064

II. Department of Labor
1. Section 447(a).

"Every individual who is a member of a family which is found
to be eligible for family assistance benefits, other than a member
to whom the Secretary finds paragraph (1), (2), (3), (4), or (5)
of subsection (b) applies, shall register for manpower services,
training, and employment with the local public employment office
of the State as provided by regulations of the Secretary of
Labor."

Section 447 (a) provides that every member of a family (with speci-
fied exceptions) shall register with the local State Employment Serv-
ice Agency "as provided by regulations of the Secretary of Labor."
These regulations would provide for the details of the registration
process: the information to be secured, the arrangement for registra-
tion for persons living far from an employment service office, and
similar administrative details.

Regulatory authority has been included because the Employment
Security offices are agencies of the State. While this is a Federal pro-
gram, regulatory authority for the Secretary of Labor is desirable to
assure uniformity of administration.

2. Section 431(a).
"The Secretary of Labor shall, for each person registered pur-

suant to Part D, in accordance with priorities prescribed by him,
develop or assure the development of an employability plan de-
scribing the manpower services, training, and employment which
the Secretary of Labor determines each person needs in order to
enable him to become self-supporting and secure and retain em-
ployment and opportunities for advancement."

Section 431 (a) provides that the Secretary of Labor shall develop
employability plans for persons registered with the State Employ-
ment Security agencies "in accordance with priorities prescribed by
him."

It is estimated that almost three million people will be required to
register. The development of an employability plan is a time-consum-
ing process, but one which experience has shown to be essential in
moving disadvantaged persons into productive employment. It is obvi-
ously impossible to develop employability plans immediately for all
registrants, and that is why the bill provides that priorities shall be
established by the Secretary of Labor. Without such priorities, re-
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sources would be wasted and effective administration would be im-
possible. The priorities themselves will vary with changes in labor
market conditions, the composition of the caseload, and different geo-
graphic areas, so flexibility is needed.

In lieu of leaving the determination of priorities to the discretion
of the Secretary, it would be possible to provide legislative direction
in the setting of priorities. The Committee may wish to consider lan-
guage along the following lines to add at the end of subsection 431 (a) :

"In determining these priorities, the Secretary shall consider the
following criteria:

The extent of impediments to employment resulting from the
individual's family status;

The individual's capacity for achieving self-support on the
basis of his education, employment history, or other factors indi-
cating that his employability potential can be improved;

The individual's need for additional training in relation to
the availability of jobs in the local labor market; and

The current employment status of the individual.
These criteria shall be applied to effect the most rapid transition of

persons to self-support and the most expeditious reduction of family
assistance and State supplement payments under this Act."
3. Section 432(a)(2).

"The Secretary of Labor shall, in accordance with regulations,
also pay, to any member of a family participating in manpower
training under this part, allowances for transportation and other
costs to him which are necessary to and directly related to his
participation in training."

Section 432(a) (2) provides for the payment of allowances for
transportation and other necessary training costs "in accordance with
regulations." These regulations would specify the form of claims and
the documentation needed to support them; and they would permit
payment in accordance with a schedule rather than an expt reimburse-
ment of expenses.

4. Section 432(a)(3).
"The Secretary of Labor shall by regulation provide for such

smaller allowances under this subsection as he deems appropriate
for individuals in Puerto Rico, the Virgin Islands, and Guam."

Section 432(a) (3) provides that any trainees in Puerto Rico, the
Virgin Islands, and Guam shall receive "such smaller allowances"
as "the Secretary of Labor shall by regulation provide." We have
proposed an amendment which would apply the ratio prescribed in
section 603 of the bill as resubmitted to reduce the allowances in these
territories in the same manner in which other benefit payments are
reduced.



1066

5. Section 434.
"The Secretary of Labor may issue such rules and regulations

as he finds necessary to carry out his responsibilities."

This regulatory authority is not a delegation of discretion to the
Secretary, but is merely a mechanism for providing for the orderly
administration of manpower services, training and employment pro-
grams under the bill. No quasi-legislative powers were intended by
this language, but if the committee believes that it would be subject
to misinterpretation, it can be deleted.

6. Section 435(a).
"... The Secretary of Labor shall establish criteria to achieve

an equitable apportionment among the States of Federal expend-
itures for carrying out the programs authorized by section 431. In
developing these criteria the Secretary of Labor shall consider
the number of registrations under section 447 and other relevant
factors."

Section 435(a) provides that the Secretary shall prescribe criteria
to achieve an equitable apportionment of funds amongst the States
and shall consider, in developing these criteria, the number of regis-
trants and "other relevant factors." Some of the other factors which
might be considered are the level of State incentive allowance pay-
ments; the percentage of working poor in the State, as compared with
other registrants; and the ability of the State to move forward with
the program.
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PROrOSED DISPOSITION OF CERTAIN AREAS OF SECRETARIAL DISPOSITION

447(c), 452(a), 452(b), 1602(a)(7), 1602(a)(11), 1602(a)(12,
1602(a) (16), 1602(b)(4), 1602(b) (5), 1603(a) (1), 1604(2), 404(16)

1. Section 447(c) of the proposed revised title IV (FAP).-(c)
The Secretary shall make provision for the furnishing of child-care
services in such cases and for so long as he deems appropriate in the
case of (1) individuals registered pursuant to subsection (a) who are,
puruant to such registration, participating in manpower services,
training or employment, and (2) individuals referred pursuant to
subsection (d) who are, pursuant to such referral, participating in
vocational rehabilitation.

The Secretary is granted discretion to provide child-care services for
individuals engaged in training, employment., or vocational rehabilita-
tion "if, and for so long as lie deems appropriate."

The intent is that such services shall be made available in cases where
they are necessary for the individual in question to undertake training,
employment, or vocational rehabilitation. General guidelines for de-
termining "appropriateness" to this end will be promulgated. The
Secretary would not generally be obliged to furnish day-care services
for a family in which for example, there are no children under six
all children a-e mentally and physically well, and a responsible aged
relative or other competent individual is in the home and has not been
referred to the employment service or vocational rehabilitation agency.
The Secretary would find responsibility incumbent upon him to pro-
vide child-care services to a family in which the only children are age
seven and eight, and the mothers' training, employment, oIr rehabilita-
tion program prevents her from being home after school hours or in
the evening. The unavailability of such services would probably
constitute "good cause" for such a mother's failure to undertake the
training, employment, or rehabilitation prescribed.

2. Section 452 (a) of the proposed revi.ed title IV.-The DHEW
is developing a revised proposal with regard to determining the mini-
mum allowable level of State supplementation. The intent of the pro-
posed provision will be to preclude any reduction in payment levels
for present recipients and to provide for the future a sin gle minimum
State payment level (possibly with local variations for shelter costs).
To the extent possible the method of establishing this level in a way
that will be as equitable as possible both for the States and for future
recipients, would be set forth in the law.

3. Section 452(b) of the proposed new title IV.-The provisions of,
and the rules and regulations under, sections 442 (a) (2) (c), and (d),
443(a), 444, 445, 446 (to the extent the Secretary deems appropriate),
447 and 448 shall be applied.

he Secretary is provided discretion with regard to the extent to
which the provisions of section 446, which relates to administrative
procedures under FAP, will ecessarily be made applicable to the sup-
plementary plans. This discrtion is necessary inasmuch as, in the case
of State administration, administrative practices and procedures of
the State might be equally at; effective as those under section 446 and
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continued use of them might l)rove to be in the interest of administra-
tive efficiency.

4. Sections 1602(a) (7) and 1602(a) (16) of proposed izew title
X 1 .- (a) A State plan for aid to the aged, blind, and disabled must
* * * (7) provide that (except to the extent permitted by the Secretary
with respect to services) the State plan shall be in effect in all political
subdivisions of the State, and, if administered by them, be mandatory
upon them * * * ((16) assure that, in administering the State plan
and providing services thereunder, the State will observe priorities
established by the Secretary and comply with such performance stand-
ards as the Secretary may, from time to time, establish).

The DIIEW's June 1970 recommendation for the deletion of ma-
terial in the proposed title XVI as shown above conforms with the
proposed addition of a new title XX, Individual and Family Services
to H.R. 16311. Under title XX, there is no "statewideness" require-
ment. Thus, there is no specific delegation of authority to make ex-
ceptions to a "statewideness" requirement in the case of services. The
intent here is to allow for the development of service programs that
are responsive to community needs and to avoid the complications that
arise if such a service program must be uniform throughout a State.

With regard to observance of priorities and standards established
by the secretary, the proposed new title XX sets forth (in section
2002(1) those services that must be included and specifies (in section
2005?a) (2)) that priority be given to the employment of people reg-
istered with the employment service under the FAP program (section
447). Title XX would also make ample provision for the evaluation
of service programs.

5. Section 1602(a) (11) of proposed new title XVI.-(a) State plan
for aid to the aged, blind, and disabled must * * * (11) provide for
periodic evaluation of the operations of the State plan, not less often
than annually, in accordance with standards prescribed by the Secre-
tary, and the furnishing of annual reports of such evaluations to the
Secretary together with any necessary modifications of the State plan
resulting from such evaluations.

This provision clarifies and strengthens the Secretary's authority
with regard to monitoring State plans for the aged, blind, and dis-
abled by making explicit provision for the evaluation of such State
plans. The standards for such evaluation would be designed to produce
the most useful and effective evaluation that can be made, with a view
to enforcing the intent of the legislation as vigorously, equitably, and
faithfully as possible.

6. Section 1602(a) (12) of proposed new title XJIL.-(a) A State
plan for aid to the aged, blind, and disabled must * * * (12) provide
that the State agency will make such reports, in such form and con-
taining such information, as the Secretary may from time to time re-
quire, and comply with such provisions as the Secretary may from
time to time find necessary to assure the correctness and verification of
such reports.

'This provision restates authority vested in the Secretary under sec-
tion 1602(a) (6) of present law with regard periodic reports on the
operation of State plans for aid to the aged, blind, and disabled.

7. Section 1602(b) (4) of proposed neew title XVI.-The Secretary
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* * * shall not approve any plan which imposes, as a condition of eligi-bility for aid under the plan * * * (4) any disability or age require-

ment which excludes any persons under a severe disability, as (eter-
mined in accordance with criteria prescribed by the Secretary, who
are 18 years of age or older.

Under existing law, eligibility due to disability is limited to those
who are )ermanently disabled. The revision of H.R. 16311 specifies
provision of aid to those who are "severely" disabled. It also specifies
that whether an individual is blind or severely disabled would be de-
termined in accordance with criteria prescribed by the Secretary.
Present law does not set forth federally) prescribed criteria for de-
termining whether an individual is blindor totally disabled.

The Department of Health, Education, and Welfare expects that
"severely disabled" will be interpreted to mean )erons with lhysical
or mental conditions which substantially preclude them from engaging
in gainful employment, or self-employm~ient. The Department also ex-
pects that "severe" disability will be interpreted as one that has lasted
or can be expected to last. for a substantial period, say 12 months, or
result in death. This definition would follow closely the definition now
used for disability insurance benefits under title II.

8. Section 1602(b) (5) of proposed new title XVl.-The Secretary
* * * shall not approve any plan which imposes, as a condition of eli-
gibility for aid under the l)lan * * * (5) any blindness or age require-
ment which excludes any )eVsons who are blind as determined in ac-
cordance with criteria prescribed by the Secretary.

All but two States use essentially the same definition of blindness
insofar as central visual acuity is concerned, less than 20/200 in the
better eye with maximum correction. We believe that this definitionn
should be made uniform and national.

9. Section 1603(a) (1) of proposed new title XVI.-(1) Tle State
agency shall not consider as resources (A) the home, automobile, house-
hold goods, and personal effects of the individual, (B) other l)ersonal
or real l)roperty, the total value of which does not exceed $1,500, or
(C) other property which, as determined in accordance with and sub-
ject to limitations in regulations of the Secretary, is so essential to the
family's means of self-support as to warrant its exclusion * * *.

The Secretary is here given discretion to exclude from the resource
test for adults property which he deems essential to the family's means
of self-support. This discretion is similar to that provided under the
proposed new section 444(a) (2) with respect to the family assistance
plan and it is expected that rgulations under the title XVI program
would be generally similar to those under title IV (PAP). Specifically,
we propose that the regulations would differentiate between two major
types of property: (1) automobiles, tools, equipment, and machines,
and (2) other business assets.

We would propose that initially the value of a mechanic's tools, a
farmer's machinery, etc., be excluded in determining the resources of
the family as essential means of self-support. As experience dictates,
dollor limits could be established if an unlimited exclusion stimulates
abuse.

We would propose that the value of business and other assets, up to
a limit of $25,000 or such other figure as national data on small busi-
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nesses would suggest, would be excluded in determining the resources
of a family if they are necessary for conducting a trade or business,
and are in such actual use. This proposed limit would be intentionally
set high to avoid disincentives for individuals to start businesses and
lift themselves out of poverty.

Salable real estate, and tools, equipment, or business assets not used
for income-producing purposes would be included as family assets
subject to the $1,500 limitation.

10. Section 1604(2) of proposed new title XVI.--The Secretary
shall pay to each State under this title, for each calendar quarter, an
amount equal to * * * (2) 25 percent of the amount by which such
expenditures exceed the maximum which may be counted under pal--
graph (1), not counting so much of any expenditures with respect to
such month as exceeds the product of the amount which, as deter-
mined by the Secretary, is the maximum permissible level of assistance
per person in which the Federal Government will participate finan-
cially, multiplied by the total number of recipients of such aid for such
month.

This discretionary authority allows the Secretary to set a maxi-
mum permissible le -el to which he will match State expenditures for
adult category recipients at a 25-percent rate. The maximum permissi-
ble level which the Secretary would set would in all cases be above
the highest current average payment levels and might well be above
present State standards. The discretionary authority is included only
as protection to close the end on Federal responsibility for 25 percent
matching and to do so in a way that will avoid penalizing any State.

11. kgection 404(16) of H.R. 16311.-Title XIX of the Social Secur-
ity Act is amended * * * (16) by repealing section 1903 (c). Section
1903 c) of the Social Security Act relates to matching in the medical
assistance program based onm matching for medical payments under
the categorical assistance programs and present law prclIudes Federal
financial participation in medical assistance provided under titles other
than XIX, beginning January 1, 1970.

Also, the bill provides new Federal matching provisions for cash
assistance. This provision which relates title XIX matching to match-
ing under the categorical programs is, therefore, repealed.
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CHART 1
WELFARE RECIPIENTS UNDER PRESENT LAW AND H. R. 16311

In January 1970, about 10 million persons received
Federally shared cash assistance payments. More than 7 million
of these persons were in families with dependent children, while
the rest were aged, blind or disabled.

The Department of Health, Education and Welfare esti-
mates that under H. R. 16311 in 1971, 24 million persons would
receive welfare (the bill would not actually be effective until fiscal
year 1972). About 21 million of these persons would be in families
with children; the remainder would be aged, blind and disabled
persons. Most of the persons newly eligible for family assistance
benefits would be in families headed by a working father.

Under the Administration revision, the Department also
estimates that 24 million persons would receive welfare payments.
While a number of persons would be cut off the rolls under the
Administration revision, others would be eligible for the first time
under a new provision in the Administration revision requiring
that an amount equal to Federal income tax payments be disregarded
in calculating welfare eligibility.
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Welfare Recipients Under Present Law
and H.R.1631i
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CHART 2

IN 16 STATES, MORE THAN 15% OF THE
POPULATION WILL BE ON WELFARE UNDER
THE ADMINISTRATION REVISION

In January of 1970, more than 10 million persons
were receiving cash public assistance under Federally-aided
welfare programs. This represents 5 percent of the total
United States population of 204 million persons. The Adminis-
tration revision will more than double the welfare rolls,
bringing the number of recipients to 24 million, or 12 per-
cent of the population. For the most part, the increase in
the number of persons on welfare results from the extension
of assistance to families where the father is employed. On
a State-by-State basis the percentage of the population on
welfare will range from 5 percent in Utah to 35 percent in
Mississippi. As shown on this chart, there will be 16 States
in which 15 percent of the population or more are on welfare.
Table I in the appendix shows the proportion of the population
on welfare by State.
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In 16 States, more than 15% of the
population will be on welfare under
the Admcnistratfon revision

E, 12% U.S. average
35%-

25% Louisiana

24%1Kentucky

2% Georgia
20% New Megico
19%Alabama

19/ North Carolina
19% Tennessee
19,0 South Carolina
1 Arkansas

SColorado

% Indiana*
r. . South Dakota

ENorth Dakota
5% West Virginia

'15"%I Maine

Miss.

*Nom: The Department of Health, Education, and Welfare subsequently revised its
estimate of the number of persons on welfare in Indiana under the Administration revi-
a0on; under the new eatimate, 6% of the Indiana population would be on welfare.

5

i
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CHART 3

IN 13 STATES, THE WELFARE ROLLS
WILL BE MORE THAN TRIPLED UNDER
THE ADMINISTRATION REVISION

Primarily because of the addition of the working
poor to the welfare rolls, the number of persons receiving
cash assistance under Federally-aided programs in the
United States as a whole would be 2. 3 times as great. This
represents an increase from 10 million recipients in
January 1970 to 24 million under the Administration re-
vision. This chart shows the extent to which the -welfare
rolls will be enlarged in those 13 States in which the num-
ber of recipients will be at least tripled. Altogether, the
increase in the number of recipients over January 1970
will range from a 24 percent increase in Pennsylvania to
a 790 percent increase in Indiana. Table 2 in the appendix
shows the increase in the welfare rolls by State.
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In 13 Statesthe welfare rolls
wIll be more than tripled under
the Administration revision

18.9 times as many persons on welfare

15.9rimes I South Carolina

15.Btimes

14.9 times

14.9 times

3.9times3ies

13. 8 1;i mes I

13.6times

13.2times

J Virginia
] Nebraska
] Mississippi

I Tennessee
I Arkansas
Colorado

Texas
Georgia3.1 times U12b u

S. average
*NoTm: The Department of Health, Education, and Welfare subsequently revised Its

estimate of the number of persons on welfare In Indiana under the Administrauon revi-
slon; under the new estimate, the welfare rolls would be Increased 3.2 times.

Ind. *

I North Dakota

1 North Carolina

J South Dakota

I

IIII I I INow

I MOMMOMMOII -
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E132times I
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CHART 4
FAMILY ASSISTANCE PLAN

The Administration revision would make two changes
with regard to payments to families under the Family Assistance
Plan. Under H. R. 16311, a family's payment would be reduced
by $300, in cases where a family member refused to register
for employment or participate in work or training. Under the
Administration revision, the family's payment would be reduced
by $500. In addition, it would require that the amount of income
paid by a family as Federal personal income tax be disregarded
in determining eligibility for, and the amount of, welfare assis-
tance.

The bill would retain the basic provisions of H. R.
16311 in regard to a basic benefit level of $500 a year for each
of the first two members of a family, and $300 for each addi-
tional member. As in H. R. 16311, a family of four with no
other income would be eligible to receive $1600 a year, all of
which would be paid from Federal funds.

The Administration revision would retain the require-
ment of H. R. 16311 that all heads of households, with certain
exceptions, register for work or training as a condition of re-
ceiving assistance.

As under H. R. 16311, the Administration revision
would require that a portion of earned income not be counted
for purposes of establishing eligibility for, and the amount of,
assistance payments.
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Family Assistance
H.R. 16311
"$500 each for first 2 fami ly members
S$300 for each additional member
-100%Federal funds
-*Generally, head of family must register

for work and training; family assistance
reduced $300 for failure to register or
participate in work and training

Portion of earned income not counted
in determining

Changes
benefits

in Administration Revision

• Family assistance reduced p500 (instead
of $300) when family member refuses to
register or participate in work and
training

* In addition to disregard of portion of
earned income, amount of income
equal to Federal income tax
disregarded in determining

Plan

benefits
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CHART 5
STATE SUPPLEMENTARY PAYMENTS

Significant changes were made in the Administration
revision concerning requirements on the States for supplementa-
tion of the Federal payment. In H. R. 16311, each State would
be required to supplement the FAP payment up to the level of its
January 1970 AFDC payment, or to the poverty level, whichever
was lower. The intent was to provide welfare benefits which
generally would not be lower than those which paid under current
law. Under the Administration revision, a State would be re-
quired to make supplementary payments only up to a payment
level, "determined bj the Secretary after considering the pay-
ment which would have been made to a family group of such size
with no income" under its State plan in effect in January 1970
(sec. 452 (a)). The effect, in the 22 States which now pay less
than full need, would be to reduce or cut off welfare payments
to most families which have some income.

Under H.R. 16311, the Federal Government would pay
30 percent matching for supplementary payments up to the poverty
level.

The Administration revision would also provide 30%6 Federal
matching; however, it would eliminate Federal matching for State
programs of aid to needy families with existing unemployed fathers,
now operative in 23 States. H.R. 16311 would have required the
establishment of programs of aid to such families in all States,
with Federal matching provided.

The Administration revision also would eliminate the
provision of present law and H.R. 16311 which requires States
to offer family planning services to all appropriate recipients of
welfare.
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State Supplementary Payments

H.R. 16311
• State must supplement

FAP up to lower of
-level of Jan. 1970

AFDC payment
-poverty level

'30% Federal matching
'Required for family
with unemployed
father; Federal matching
provided

*Appropriate recipients
must be offered
family planning services

Admestr ion Revision
,.State must supplement
FAP up to level set by
Secretary after consder-
ing Jan. 1970 AFDC
payment to family wvith
no income; results in
welfare cutoff or reduction
to many recipients in
22 States

'30% Federal matching
"Not required if father
unemployed; if provide,
no Federal matching

'Requirement concerning
family planning
deleted
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CHART 6

WELFARE REDUCTION OR CUTOFF IN 22 STATES
UNDER ADMINISTRATION REVISION -- PART ONE

Under the present AFDC program, 11 States place a
dollar maximum on AFDC payments which is lower than the State
needs standard. In Maine, for example, there is an annual needs
standard for a family of four of $4188 and a maximum payment
of $2016. A family of four with $1000 of countable income will
have an unmet need of $3188, but the payment will remain at the
maximum of $2016. H. R. 16311 would require States to pro-
vide supplementation at a level which would, in general, assure
each family a total cash assistance payment (FAP plus State sup-
plemental) equal to its former AFDC entitlement. The Adminis-
tration revision, however, would require only that States pay
families the difference between countable income and the present
State maximum. In Maine, therefore, a family of four with zero
income would receive $2016 under AFDC, H.R. 16311, or the
Administration revision. With $1000 of countable income, how-
ever, this $2016 would be reduced to $1016 under the Adminis-
tration revision while under present law or H.R. 16311 it would
remain at $2016.

This chart shows that in each of the eleven States with
dollar maximum provisions, female-headed families of four with
countable income of one, two or three thousand dollars would re-
ceive substantially less in total cash assistance under the Adminis-
tration revision than under H. R. 16311 (or under AFDC). In
some cases, such families would be removed from the welfare
rolls altogether. Thus, in California, a family of four with
countable income of $3000 would get $936 under H. R. 16311 or
under present law, but would be cut off cash assistance under
the Administration revision.
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Welfare Reduction or Cutoff in 22 States
under Administration Revision: Part One
11 States now set a maximum payment limitation

Alaska: H.R.16311
Adrn. revision

Arkansas: H.R. 16311
Admn. revision

California: H.R. 16311
AMvin. revision

Delaware: H.R. 16311
AMvyn. revision

Georgia: H.R. 16311
Admrin. reVision

Indiana: H.R. 16311
Admin. revision

Maine" H.R. 16311
Admin. revision

Missouri: H.R. 16311
Admin. revision

Nebraska: H.R. 16311
Admin. revision

Tennessees H.R. 16311
Admin. revision

Wyoming: H.R. 16311
Admin. revision

welfare payment to fmarily of 4
with countable income of-

$1,000 $2000 3,000
4Z220 $2,220 $2,220
1,220 220 0
1,140 256
600 0

2,652
1,652

1.844
1,172

1,496
600

1,800
800

2,016
1,016
1,560
600

2,400
1,400

1,548
600

2,216
1,724

1,936
652
844
172

496
0

1,660
0

2,016
16

1,560
0

1,960
400
604

0

1,216
724

936
0

444
0

660
0

1,188
0

900
0

960
0

216
0
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CHART 7

WELFARE REDUCTION OR CUTOFF IN 22 STATES
UNDER ADMINISTRATION REVISION: PART TWO

Under the present AFDC program, there are 11 States
which make cash assistance payments equal to a percentage of
the family's unmet need (the State standard less countable income).
In Arizona, for example, a family of four with no countable in-
come receives welfare totaling $2208 in a year (69 percent of the
standard of $3192). A family of 4 with $1000 of countable income
will receive welfare payments totaling $1512. H. R. 16311 would
continue this method of computing a family's total welfare pay-
ment. The Administration revision, however, would result in
the Secretary setting a required "payment level" based on what
is now paid by the State to families with no income. Thio "pay-
ment level" would be reduced dollar-for-dollar for any countable
income, with the result that families with earnings or other income
in States which now meet less than 100 percent of need would have
their welfare payments reduced or terminated. In Louisiana, a
family of four with $1000 of countable income would receive cash
assistance of $738 under present law and H. R. 16311, but only
$600 under the Administration revision. With countable income
of $2000, this family would be entirely removed from the assis-
tance rolls under the Administration revision, while under present
law and H. R. 16311, it would be entitled to welfare payments of
$228. In Louisiana as in most States on the chart, termination
of cash assistance means termination of eligibility for medicaid
benefits.
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Welfare Reduction or Cutoff in 22 States
under Adrministration Revision: Part Two
11 States now pay a portion of unmet need

Alabama. H.R.16311
Admin. region

Arizona: H.R. 1631 1
Admin. revision

Florida: H.R. 16311
Admin. revision

Kentucky: H.R. 16311
Admin. revision

Louisiana:H.R.16311
Admim.revisi

Mississippi: H.R. 16311
on

Admin. revision

Nevada: H.R. 16311
Adm',n. revision

New Mexico: H.R.16311
Admin. revision

North Carolina: H.R. 16311
Admin. revision

South Carolina: H.R. 16311
Admire. revison

South Dakota: H.R. 16311
Admin. revision

Welfare payment tD flni Iy of' 4
with countable income of --$1,ooo 12,ooo0$Z4
$616 $266 1
600 0

1,512 822 5,
1,208 208
1,006 406 IE
608 0

1,097 232
956 0
738 228
600 0
600
600

1521
716

1,292
1,196
1,120
920
716
600

2,367
2,312

235
0

1,321
0

392
196
320

0
196

0
1,417
1,312

)0
?6
0
*7
0
60

0

44-527 0- 70 -pt. 2 - 45

115
0

1,241
0

32
0

1,037
912

0
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CHART 8

TREATMENT OF FAMILIES WITH UNEMPLOYED
AND EMPLOYED FATHERS

This chart points up the major difference in the
treatment of families headed by unemployed fathers under
the Administration revision: the deletion of the require-
ment in H.' R. 16311 that the States cover these families
under their supplementary programs for both cash assis-
tance and Medicaid benefits. Under the Administration
revision, the States would have the option of covering these
families with unemployed fathers under Medicaid. If a
State provided cash benefits for such families, however,
it would have todo so without Federal matching funds.
The change would eliminate Federal matching funds for
the 450, 000 individuals now receiving assistance under 23
State programs of aid to families with unemployed fathers.
In its material submitted on the Administration revision
(Committee Print, page 27), the Department of Health,
Education and Welfare assumes that no State will continue
its program of aid to these families. The treatment of
families of employed fathers -- the "working poor" --
would be the same under both H. R. 16311 and the Adminis-
tration revision. Such families would be eligible for the
basic FAP benefit, but no State supplementation would be
required or matched by the Federal government. The
option to the States under existing law of covering the
children of the working poor under Medicaid would be con-
tinued. There would be no Federal matching of Medicaid
benefits for adult members of the family.
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Treatment of Families Headed by.-
Unemployed father
H.R. 16311

•*Eligible for

family asestance
*State suppieevt
required; Fed eraI
matching

•Medicaid for
entire fatni ly
required

Admin. Revision

famly acsstance
*State supplemert
not requireid if
ProVided, no
FederaI matching
• Medicaid for
entire fami ly
permitted at
Sates option

EmpIoyed
father

H.R. 16311 and
Acmin. Revialon

•E0gibe for
f4lly assIstance
-state supplement

mt required; W

rovided, 
no

Medicaid for
children
9 eat
='s option

Under existing law, States may
are not required to) aid families with
unemployed fathers. In Jan. 1970,
23 Statxbes offered aid to 450,000

persons in such families.

(but
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CHART 9

DIMINISHED INCENTIVE FOR LOW-INCOME WORK
UNDER ADMINISTRATION REVISION

This chart shows the monetary incentives under a
combination of welfare programs for a female-headed family
of four persons to seek full-time employment with earnings of
$3000 annually, about the minimum wage. Under the Adminis-
tration revision, after taking into account social security taxes
and reductions in medical, food stamp, and cash assistance
benefits, such a family in Phoenix, Arizona would have as net
value twenty-eight cents out of every dollar earned. This
compares with a net value of sixty cents out of every dollar
of earnings which the same family would have under H. R.
16311 and sixty-two cents under present law. In each of the
other cities shown, the pattern is similar. Monetary incen-
tives at the minimum wage level for female-headed families
of four are lower under the revised Administration proposals
than under H. R. 16311, which in turn is lower than under
present law.

The decrease in incentives under the revised Ad-
ministration proposals results partly from a change in how
the mandatory State supplement is figured (in Delaware and
Arizona) and partly from the proposed revision of the food
stamp program, the proposed replacement of commodity dis-
tribution programs with the food stamp program, and the pro-
posed replacement of the medicaid program with a medical
insurance program. These proposed changes in other types
of welfare programs are designed to eliminate strong work
disincentives at higher earnings levels but they do so at the
expense of reducing work incentives sharply at lower earnings
levels.
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Diminished
Work Under

Incentive for Low-Income
Administration Revision

For family of 4 headed by a woman,
the net value of each dollar if she
moves from unemployment with
income to full-time work at the
minimum wage

Present
Law

H.R.
16311

Phoenix, 620 600
Ariz.

Wilmington, 710 67 '
Del.

Chicago, 544 380
Ill.

New York, 6O€ 44¢
N.Y.

(Note: value of public housing excluded)

no

Administration
Revision

280

230

270

30
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CHART 10
WELFARE RECIPIENTS UNDER PRESENT LAW

AND ADMINISTRATION REVISION

In 1965, 4. 4 million persons in families with children
received Federally shared welfare payments. Under present
law, this number is expected to rise to 9.6 million by 1972--
a more than two-fold increase in seven years. Under the Ad-
ministration revision, the Department of Health, Education,
and Welfare estimates that z. I million persons and families
would receive welfare in 1972, and this number would rise to
24.4 million by 1976.

In 1965, 2. 7 million aged, blind, and disabled individuals
received welfare payments. This number is estimated to increase
3. 2 million by 1972. The Department of Health, Education, and
Welfare estimates that the number will increase 100, 000 if the
Administration revision is enacted, and that this figure will rise
to 3. 9 million aged, blind, and disabled individuals on welfare
by 1976.
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Welfare Recipients Under Resent
Law and Ad ministration Revision

21.1 mil.

Recipients
in families

4.4mi

A&d blinddisabled
2-.7m 33m"L 4mn.rev5I~fSI 3.9mI.
2.7mI. ---- .- - 3Sm11.

r 32D r . PrtenVI lowlI

19'72 19"761965
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CHART 11

FEDERAL COST OF H.R. 16311 IN FISCAL YEAR 1971

Although neither H. R. 16311 nor the Administration Revision
would become effective until fiscal year 1972, virtually all of the table
furnished the Committee by the Department of Health, Education, and
Welfare are related to fiscal year 1971.

The background paper released to the press on June 10, 1970
(and included in the Committee print beginning on page 11) attributed
a cost of $4. 1 billion to the Administration Revision. Since Secretary
Finch had testified before the Committee on Finance that the cost of
H.R. 16311 would be $4.4 billion in 1968, many persons have assumed
that the Administration Revision would cost $300 million less than the
House bill.

In fact, the Administration Revision would cost almost a
billion dollars more than the comparable amounts shown in the House
Report on H.R. 16311. On page 53 of the House Report, a 1971 cost
of $7.3 billion is shown for payments to welfare recipients. Other
costs amounting to $0.9 billion are shown on a table on page 43 of the
House Report. Thus the total cost of the program under the House
bill was estimated by the Department of Health, Education, and Wel-
fare at $8. Z billion.

Under the Administration Revision, payments to families are
estimated by the Department to total $4.9 billion, with an additional
$ 0. 1 billion allowance for an increase in the unemployment rate from
3. 6% to 5. 0%. Payments to aged, blind, and disabled persons are
estimated at $2. 8 billion, while increased food stamp costs under the
Administration Revision are estimated at $0.4 billion. The first year
cost of day care, training, administration, and other items is estimate
at $0.9 billion both in the House Report and under the Administration
Revision. Thus the total cost of the Administration Revision is $9. 1
billion, almost a billion dollars higher than the $8.2 billion estimated
in the House Report. The Department of Health, Education, and Wel-
fare's estimates of welfare costs under current law have risen $0. 5
billion since the House Report was issued and thus net costs have gone
up from $3.7 billion to $4. 1 billion.
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Federal Cost of H.R.16311 in FY 1971

House
Report

AdministrationRevision

Payments to
families

Allowance for
increased
unemployment

Payment to aged,
blind, disabled

Increased food
stamp costs

Other increased
costs

TOTAL

Cost of welfare
payments under
present law

$4.6 bil. 0409 bil.

0.1 bil.

2.7 bil.

0.9 bil.

2.8 b-l.

0.4 bit.

0.9 bil.

8.2 bi1. 9.1 b l.

4.5 bil. 5.0 bil.

Net increase

dw S 10

3.7 il1. 4.1 bil.
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CHART 12

REVENUE SHARING UNDER ADMINISTRATION REVISION

Although the Administration Revision would not become
effective until fiscal year 1972, the Department of Health, Edu-
cation, and Welfare has provided a table showing savings to States
of $662 million in fiscal year 1971.

The Department of Health, Education, and Welfare
estimates that 35 percent of this total will represent the replace-
ment of State funds by Federal funds in California.

An additional 28 percent of the total will represent the
replacement of State funds by Federal funds in four States: New
York, illinois, Ohio, and Texas.

The Department's estimates assume that all States will
discontinue assistance to families in which the father is unemployed.
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Revenue Sharing Under Administration
Revision

Total: 0662 million in lscal 1971
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CHART 13

IMPACT OF ADMINISTRATION REVISION ON
CERTAIN WELFARE RECIPIENTS AND STATE
TREASURY -- CALIFORNIA AND NEW YORK

While California and New York are estimated by the
Department of Health, Education and Welfare to benefit sub-
stantially from the revenue sharing provisions of the Ad-
ministration Revision, there will be a sharp reduction in
Federally-shared welfare payments to many recipients on
the rolls in those two States, as is shown on the Chart.

This is the result of:

1. Elimination of Federal matching for State
supplementary payments to families headed
by an unemployed father (material furnished
by the Deparo. nt of Health, Education and
Welfare assumes that all States will dis-
continue payments to such families);

2. In California, under the Administration Re-
vision, the Secretary basing payment levels
on the amount paid to families with no in-
come;

3. A different method of treating work expenses
under the Administration Revision compared
with present law; and

4. A cut-off point for Federal matching in New
York State at $3, 720 for a family of four.
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Impact of Administration Revision on
Certain Welfare Recipients and StateTreasury
California Federally shared welfse payment

Present Adminiftration
of 4 by- Law Revision

Family of4headedby
-,Unemployed father
no income 0,5 0

*Widow receiving social
Security benefits of 120 ,96

'Woman working fu Itime
a nimum qe ( o3320) 2,652 919work expenses V60/month

Savings to State Treasury under
Administration Revision: $232.5million
New York
Family of 4 headed by-
" Unemployed father,
no income

' Widow receiving social
Security benefits of t120

oWoman working full time
at minimum wage (4332o),
work expenses 460/month

Savings to State
Administration R

$4,032
2,592

2779

41,600

2,280
1,987

Treasury under
vision: 58.6 million
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CHART 14

ADMINISTRATION OF ASSISTANCE PROGRAMS

As indicated on the accompanying chart, HR. 16311
would provide the option of either Federal or State administra-
tion of State supplementary payments. As an inducement to the
States to make agreements with the Secretary for Federal ad-
ministration of the supplementary payments, H. R. 16311 would
provide for 100 percent Federal payment for the cost of ad-
ministration under such agreements. (The Federal matching
share is currently 50 percent.) The Administration revision
would provide, however, that if an agreement for Federal ad-
ministration is made which has an effective date not later than
two years after the date of the implementation of the Family
Assistance Plan, the Federal Government would pay 100 percent
of the cost of administration during the period after the execu-
tion of the agreement and before actual Federal administration.
Thus, during a two-year period the Federal Government could
pay 100 percent of the coat of administering a State supplementary
program even though the State was doing the actual administering.

The Administration revision would also authorize the
Secretary to enter into agreements with the States for Federal
administration of the food stamp program (with the State paying
the whole cost), Federal eligibility determination for Medicaid
(with the State and Federal Governments sharing the cost equally),
and Federal determination of eligibility for surplus commodities
(with the State paying the entire cost). The Secretary could also
make agreements with the States for Federal administration of
general assistance programs (with the State paying the whole
cost).
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'Administration of Assistance
Programs

Present Law

*Administered by State welfare agency
*.50% Federal share

H. R. 16311
#Federal administration of FAP
#For supplementary payments, State may

-administer, with 50% Federal
sharing of costs, or

-have Federal administration, with
100% of cost borne by Federal
Government

*Secretary may enter into agreement
with State to make direct payments
to aged, blind, and disabled

# Medicaid administered by states
AdminIstration Revision
*100% Federal share even before Fed'l adminisration
.Agreernent may be made for Fed'l administration of
-food stamps f-Ir welfare recipients (No matching)
- eligibility determination for Medicaid (50%tnatchirng)

and surplus commodities (No mattding)
-General Assistance (100% oFoast borne by States)
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CHART 15
NEW SOCIAL SERVICES

In its revision of the bill, the Administration vould delete provisions relating
to social services for welfare recipients which are in the various public assistance titles
of present law (also in 11. R. 16311), and would instead add a new social services title to
the Social Security Act.

The new title would provide Federal matching (with different percentages for
different kinds of services) for a variety of social services to be provided by the States
under State plans. At the heart of the new proposal is the State social services plan.
Section 2005 (a) of the Administration revision (page I12 of the revised bill), the State
plan is required to contain "assurances, satisfactory to the Secretary, that the State's
program of individual and family services will include a reasonable balance (as pre-
scribed in regulations by the Secretary) of such services and will conform to such mini-
mum standards of performan-e as the Secretary may establish." Nowhere in the material
submitted by the Department c4 Health, Education and Welfare is there any indication of
what the Secretary might do under this authority.

The Administration revision would provide that individuals and families with
incomes below the poverty level receive services without charge. However, those
with incomes above the poverty level would be charged for certain services, according to
the level of their income. The Secretary would approve the State's fee schedule.

At least 90 percent of the Federal allocation in any area would have to be used
to provide services to persons or families below the poverty level, with the exception of
counseling and referral, foster care, adoption, manpower and protective services.

The bill would require the Governor of a State to divide the State into "service
areas. " It would further require him to designate a State agency or a local prime spon-
sor to administer the program in each "service area," except that the chief elected
official of a city with a population in excess of 250, 000 could designate his city as a
"service area" and could designate the local prime sponsor if he disagreed with the
Governor's designation. The Governor may veto a service area plan, but the 'ocal
prime sponsor may then appeal directly to the Secretary (sec. 2004(b)). If the Governor
feels that the local prime sponsor has failed to administer its social service s program
in accordance with its approved plan, he may arrange for direct State administration
(sec. 2005(a)(2)(J)); but if the Secretary determines that there has been any substantial
failure to comply with the provisions, he may cut off Federal funds and ret up direct
Federal administration (sec. 2006(a)).

The bill authorizes an appropriation of such sums as may b, necessary for
grants to States for individual and family services. This amount would be allotted on
the basis of each State's expenditures of Federal funds for social services in fiscal
year 1971. An additional annual appropriation of $50 million is authorized to be used
for the purpose of equalizing Federal social service expenditures anong the States.

The bill also authorizes an appropriation of $150 million in fund, for foster
care. These funds would be allotted on the basis of the child population in each State.
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New Social Services Title in Administration
Revision

.Includes child welfare services -Ibster care, adopton
services temporary emergency assistance, family
planning, services in support of work and training
programs, child care, protective serVices (as defined
by Secretary), custodial nfirsing home care,
hornevnaker serVices, counseling and referral

*State plans must ft priorities set by secretaryy

and meet performance standards and goals set
by Secretary

'Services must be completely separated from
cash welfare
• Persons below poverty level eligible fir services
without charge; fees charged for certain services
provided persons above poverty level
,90/. of funds must be used for services to

persons below the poverty leveIWvAt certain exceptions)
*Complex FederaI, State, and *service area'
relationships

' Fixed appropriations allocated among the States;
up to 10% of appropriations to Secretary for
project grants and contracts

$50 rmdllion au-thorized -For ci allotment to States
with social serVces expenditures below the
national average

31

44-527 0 - 70 - pt. 2 - 43
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CHART 16
NEW PROVISIONS IN ADMINISTRATION REVISION ON GOVERN-
MENTAL ASSISTANCE AND PROGRAM CONSOLIDATION

Governmental Assistance. -- The Administration revision
would authorize the Secretary to make governmental assistance grants
to provide aid to governors and the chief executives of cities and
counties of his choosing for the purpose of strengthening their capacity
to plan, manage, and evaluate health, education and welfare programs
in a coordinated way. Support for a project could be continued only 3
years. Federal matching would be 75 percent in the first year, 65
percent in the second year, and 50 percent in the third year. If a pro-
ject was jointly undertaken by two or more chief executives, the per-
centages would be 95 percent, 85 percent, and 70 percent.

Program Consolidation. - -Under the Administration revision,
the Governor of each State could submit a single consolidated plan,
including (I) his program of social services and (2) any one or more
of his State's programs under which Federal assistance is extended by
the Department of Health, Education and Welfare, and which includes
services to individuals or families in the area of health, education
and welfare. The plan would have to designate an official or agency
to report to the Governor, and to assure that all necessary steps were
taken for coordination of planning and administration of programs.

The Administration revision would authorize the Secretary,
at the request of the Governor, to establish a single non-Federal
share for programs included in a consolidated plan. The Governor
or the local chief executive would be permitted to transfer up to 20
percent of the Federal assistance available for one program for use
in one or more other programs included in the consolidated plan.
However, no program could be given more than 50 percent in addi-
tional funds, over the amount originally available to it.



1105

New Provisions in Adm*nstration Revision
on Governmental Assistance and Program

Consolidation
Governmental Assistance
%Secretary makes grants to Governors and
mayors of his choice to strengthen the capacity
of their offices to plan, rranage, and evaluate
HEW programs

'Froject support limited to 3 years, wfth
declining FederAl making
R.gram Consobdation

*Governor may submit consolidatd! plan which
-must include social services plan
-may not include Medicaid or cash welfare
-generally, may include any other H EW

program

'Secretary sets single non Federal share
based on non- Federal shares of programs
included in plan

'Governor or mayor may transfer up to 20%
of Federal funds avai lable *or one program
int) other programs, with limitation that no
program MAy be increased by rore than 50%
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CHART 17
FAMILY PLANNING

Under present law, family planning services must be
offered to all appropriate AFDC recipients. The Department
of Health, Education, and Welfare estimates that 479, 300
families were offered such services in 1969 under an open-end
Federal matching grant formula. Moreover, Federal matching
is provided for services not only to persons actually on AFDC,
but to former or potential recipients.

Under the Administration's new social services pro-
posal, there is no requirement that family planning be offered
or made available to welfare recipients. Family planning is
only one of the enumerated services which the States may offer
as part of their social services plan. In addition, persons above
the poverty line--a group which includes nearly all AFDC recipi-
ents in two States and many recipients in other States whose
earnings bring them above the poverty level--would be required
to pay for these services under a schedule approved by the Sec-
retary of Health, Education, and Welfare. Finally, family
planning services would have to compete with other services
for limited Federal matching dollars under a closed-end grant.
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Family Planning
Present law
,,Must be offered all appropriate

AFDC recipients
'479,300 persons offered fam'lily

planning services in 1969
*May be offered persons who were

once on welfare or who might
become dependent

'Open-ended Federal matching
Administration revision
,No requirement that family planning be

offered or made available to welfare reopients
'Persons above poverty line, including many

welfare recipients, must pay -kr famIly planning

'Closed-end Federal arant
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CHART 18
MAJOR AREAS OF SECRETARIAL DISCRETION

LEFT UNCHANGED IN ADMINISTRATION REVISION

H. R 16311 contains 39 areas allowing the Secretary of Health, Education and
Welfare and the Secretary of Labor important discretion to determine policy, in the
following sections:

Sec. 431 (a) Sec. 443 (b)(3) Sec. 447 (c)
Sec. 422 (a)(2) Sec. 443 (b)(5) Sec. 452 (a)
Sec. 432 (a)(3) Sec. 444 (a)(2) Sec. 452 (b)(1)
Sec. 434 Sec. 444 (b) Sec. 1602 (a)(6)
Sec. 435 (a) Sec. 445 (b) Sec. 1602 (a)(7)
Sec. 436 (c) Sec. 445 (d) Sec. 1602 (a)(l1l)
Sec. 437 (a) Sec. 446 (a)(1) Sec. 1602 (a)(16)
Sec. 442 (c)(1) Sec. 446 (a)(2) Sec. 1602 (b)(4)
Sec. 442 (c)(2) Sec. 44(1 (a,(3) Sec. 1602 (b)(5)
Sec. 442 (c)(3) Sec. 446 (b) Sec. 1603 (a)(1)
Sec. 442 (d) Sec. 446 (e)(1) Sec. 1604 (2)
Sec. 443 (b)(1) Sec. 446 (e)(2) Sec. 1610
Sec. 443 (b)(2) Sec. 447 (a) Sec. 404 (16)(c) of bill

In most cases the Administration revision neither changes the language of
H. R. 16311 nor has the Administration indicated the policy it will follow under the dis-
cretionary authority. Insome cases, the language of the bill spe'-ifically authorizing
the Secretary to issue regulations has been deleted in the Admnlnietration revision, al-
though there is still no indication of policy -- thus the deletion of specific reference to
the Secretary's discretion has no practical meaning.

Secretary of Health, Education, and Welfare. -- Under the Administration re-
vision, the Secretary of Health, Education and Welfare would determine which items
should not be considered as resources in determining a family's eligibility for assistance.
The Secretary would also have the authority, under the Administration revision, to de-
termine eligibility for family assistance on the basis of a simplified declaration of need
by the recipient. He would, in addition, issue regulations which would set the amount
of gross income a family could have and still retain eligibility for welfare.

In regard to child care, the Secretary would have broad authority to decide who
would be provided child care services, and for how long. He would also have the autho-
rity to establish a fee schedule for payment for child care services by recipients.

The definition of "severely disabled" for purposes of eligibility for welfare
would be made by the Secretary; his decision could increase the welfare rolls by as rnuch
as one million disabled persons. The Secretary would also determine the maximum pay-
ment level which the Federal Government would match under the program of assistance
to the aged, blind and disabled.

If a State fished to exercise the option for Federal administration of the State
supplementary payment program, the Secretary would.make the determination of who
was eligible for the payments and the amount of the payments.

Sect-etary of Labor. -- The Administration revision would give the Secretary
of Labor broad discretion in deciding who should be given training, a-d the kind of
training provided. He also would have discretionary authority in deciding how to
allocate work and training funds among the States.
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MajorAreas of Secretarial Discretion Left
Unchanged in Administration Revision
Seetar y of HEW
'Decides what items will not be considered
resources for welfare eligibility purposes
May determine -famnly's eligibiity on basis of
simplified declaration
*Sets limits on gross income a family may have
and sfill be eligible -For welfare
* Decides who to provide child care to, for how
long and at what cost

,*Defines meaniing of 'severely disabled for
welfare purposes

#Decides extent of Federal matd'in for
aid -to aged, blind, and disabled
* If Stste opts "for Federal admInistration,
determines who Is eligible for StQ& welfare
and how much "*ey receive

secretary of Labor
'Decides who to train and how

'Decides how he will allocAte work and
training funds amonq the States



1110

CHART 19
MAJOR NEW AREAS OF DISCRETION UNDER ADMINISTRATION REVISION

In addition to the more than 30 areas of Secretarial discretion in policy matters
retained from H. R. 16311 in the Administration revision, the revised bill would add
20 new areas of discretion, contained in the following sections:

Sec. 436 (a)(4)(twice) Sec. 2002 (5)
Sec. 443 (b) Sec. 2004 (c)
Sec. 445 (c) Sec. 2005 (a)(1)(C)
Sec. 447 (d) Sec. 2005 (a)(2)(A)
Sec. 448 (b)(4) Sec. 2005 (a)(2)(B)
Sec. 452 (a) Sec. 2005 (a)(2)(E)
Sec. 452 (b)(1) Sec. 2012 (1)(B)(ii)
Sec. 2002 (1)(E) Sec. 2022 (a)(1)
Sec. 2002 (3)(A) Sec. 2030

Secretary of Health, Education and Welfare. -- A change in the requirement
for State supplementation of the family assistance payment would require the Secretary
of Health, Education and Welfare to determine the minimum payment level which a
State must provide to recipients of supplementary payments. The Administration
revision would also require Secretarial definition of family relationships by elimi-
nating the provision in H.R. 16311 which would require the application of appro-
priate State law in determining family relationships.

The Administration revision would give the Secretary new authority for the
construction of child care facilities, and would enable him to determine when and
where such facilities would be constructed. In the new social services title pro-
vided in the bill, the Federal government would provide funds for payments for
foster care, but only if the foster care meets standards prescribed by the Secretary.

The social services provisions would also give the Secretary authority to
prescribe regulations relating to the "reasonable balance" of services offered by
a State, and would authorize him to establish standards of performance in the de-
livery of services.

If the Governor of a State took advantage of the provision in the Administra-
tion revision enabling him to establish a consolidated health, education and welfare
plan, the Secretary would have the authority to establish a single Federal match-
ing share, based on the Federal share or shares applicable to the various programs
included in the plan and on the total expenditures which could be claimed for Federal
financial participation for each program.

The Administration revision would also allow the Secretary free choice in decid-
ing which governors and mayors would receive the governmental assistance grants which
are provided In the revised bill.

Secretary of Labor. -- Under the Administration revision, the Secretary of
Labor, in determining whether benefits should be denied, would have to decide whether
an individual had the ability, based on skills or prior experience, to acquire other

employment that would contribute more to his self-sufficiency, but only if the Secretary

of Labor was satisfied that such employment was actually available in the community,

and the individual had not been given adequate opportunity to obtain it.

President. -- The Administration revision would give the President the authority

to prescribe regulations relating to joint funding, involving the designation of a single

Federal agency to administer funds which are advanced for a single project or program

by more than one Federal agency, establishing a single non-Federal share, and waiv-

ing grant or contract requirements.
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Major New Areas of Discretion Under
Administration Revision

Secretary of _EW
*Sets minimum level of State supplementation
*Defines family relatonships on a nationwide basis
'Decides when and where child care facilities

will be cxonsructecl
#Sets national standards for foster c.Qre
# Determines what sociaI services State must oFfer

and sets minimum performance standards and Oals
*Sets the Federal matching share 4;r consolideted

State HEW plans
'Decides which Governors and mayorns will

receive assistance gr-Q'-s and how much they
will receive

Secretary of Labor
'Decides when an individual may continue to

receive welfare if he refuse work because his
ability, skills and experience qualify him or
other employment-

Pregident.
Given broad authority to permit consolidAtion

of Federal projects involving more than one
agency, set non- Federal share, and waive
program requirements
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CHART 20
MAJOR ADMINISTRATION PROPOSALS NOT

INCLUDED IN REVISED BILL

During the three days of hearings held on the welfare bill by
the Committee on Finance at the end of April, three programs for poor
persons were cited as requiring close coordination with the welfare
programs. In each caie, it can happen that an increase in family in-
come brings about a la :ger decrease in benefits to the family. Al-
though the Administrathn revision does not incorporate modifications
in these programs to so.'ve the problems raised, the Administration
has stated its intentions in each area.

Food Stamps. -- The Administration states that it intends to
modify the schedules of food stamp benefits through administrative
action to correct the problem.

Public Housing. -- The Administration points out that it has
submitted legislation to the Congress which would solve the problem
by requiring families in public housing to contribute 20% of the first
$3500 of income plus 25% of income above $3500 up to the fair market
value of the housing. This legislation is currently pending before the
Senate Committee on Banking and Currency.

Medicaid. -- The Administration has also stated its intention to
submit legislation next February to replace Medicaid for families
with a wholly Federal family health insurance plan. Section 504 of
the Administration revision would require that:

"On or before February 15, 1171, the
Secretary shall submit to the Congress recommenda-
tions for restructuring and improving the existing
program of medical assistance under title XIX of the
Social Security Act, including recommendations
specifically designed to assure that such program.
will be consistent in effect with the objectives of.
the family assistance plan established by section
101 of this Act. "
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Major Administration Proposals
Not Included in Revised Bill
Food Stamps

Schedule of entitlement to be revised to
ensure that increase in 1f4mily income willl not
result in net lose to family because of larger
decrease in -food stAmp bonus

Public Housing
Legislation proposed in Administration's
1970 Housing Bill would require families in
public housing to contribute 20% of their
Ffrst 43,500 of Income plus 25% of income
above 43,500, up to -fair market value of housing

Medicaid
Administration plans to submit legislation
next February to replace Medicaid for
fam lies with wholly Federal Family
Health Insorance Plan
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APPENDIX A

ANALYSIS OF RESPONSES OF 26 GOVERNORS TO THE COMMITTEE'S
REQUEST FOR DATA ON THE IMPACT OF THE FAMILY ASSISTANCE PLAN

(Note: The following pages compare material from the
State responses with data submitted by the Department of Health,
Education, and Welfare.)

On April 30, the Honorable Rurisell B. Long, Chairman of

the Committee on Finance, sent a telegram to the Governor of every

State seeking information on the impact of H. R. 16311, the Family

Assistance Act of 1970, in his State. Responses were received

from twenty- six Governors.

Aid to Families With Dependent Children

Table 1 below compares the estimates of the States as to

the number of persons who will be eligible under their Aid for

Dependent Children programs in 1972 with the estimates of the

Department of Health, Education, and Welfare as to the number

of persons in those States who would be eligible for State supple-

mentation payments under the Family Assistance Act if that act

were in effect in 1971. In very general terms, it would be ex-

pected that the AFDC rolls and the State Supplemental rolls under

FAP should cover about the same populations.
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State

Arizon

Califor

Connec

Delawa

Hawaii

Idaho

Kansas

Kentuc

Maine

Maryla

Minnes

Montan

Nevada

New Ha

New Yc

North

North I

Ohio

Rhode

Texas

Vermo

Wyomi

1116

TABLE I. -- State Estimates of 1972 AFDC Rolls Compared

with 1971 State Supplementation Recipients as

Estimated by Department of Health, Education,
and Welfare.

AFDC State Estimate HEW I

Recipients of 1972 AFDC of Sup]
1970 Recipients Recipi

a 51,300 65, 200 63,

nia 1, 162, 000 1,559, 700 i, 125,

ticut 82,500 112,000 130,

.re 20, 000 27, 000 14,

25, 100 38, 207 34,

15, 800 20, 845 18,

53,600 87,800 74,

ky 128,000 159,000 164,

34,500 66,600 32,

nd 133,000 158,000 144,

ota 75,900 86,000 124,

a 13, 100 20, 000 17,

12, 100 23, 000 7,

unpshire 8,900 13,817 15,

)rk 1, 060, 000 1, 175,000 1,366,

Carolina 126, 000 160, 000 123,

)akota 10, 600 14, 000 14,

265,000 422,612 360,

Island 38, 100 42, 500 56,

219,000 448,735 216,

nt 11,600 12,479 20,

ng 5,000 8, 416 5,

Estimate
plemental
ents

100

700

000

700

800

700

500

700

000

000

500

200

500

600

300

000

100

600

900

100

600

600
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Of the 22 States in the table, 14 States estimated 1972 AFDC

recipient levels higher than the HEW estimates of the number of State

supplemental recipients in 1971, and 8 States estimated lesser numbers

of recipients than did HEW. In about half the cases, the variance in

estimates amounted to more than 25 percent, as is shown below:

State's 1972 AFDC Estimate Is

Percentage Percentage Lower
Higher than than HEW 1971

State HEW 1971 estimate estimate

Nevada 207 1

Maine 108

.Texas 108

Delaware 84

Wyoming 50

California 39

North Carolina 30

Vermont 39%

Minnesota 31

Rhode Island 25

Even allowing for the one year difference in time reference and the

differences between the two programs, these variations between the esti-

mates of the States and the estimates of IHEW are quite substantial. To some

etent, State AFDC rolls may be higher than State supplementation rolls be-

cause the Administration revision of H. R. 16311 would base the State
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supplementation payments on the amount of AFDC paid a family

with no income. For States not now meeting full need as measured

by their needs standard, a number of persons would be cut off the

rolls under the Administration revision. On the other hand, there

are also factors which would work in the opposite direction. For

example, it is widely assumed that the adoption of uniform Fede-

ral standards of administration would increase the welfare rolls

by eliminating State practices which directly or indirectly limit

eligibility. Also, the HEW estimates are presumably based on

the total eligible population while the States' estimates most likely

represent their calculation as to what the caseload will actually

be without counting those who are unaware of their eligibility or

unwilling to apply for welfare.

In this connection, it should be pointed out that there is

some feeling that the existence of the Family Assistance Plan

would result in an increase in the proportion of eligibles who actually

apply for assistance. The State of Washington estimated that

the factor of "publicity and change in public attitude" as a result

of the FAP program would increase the rolls by 5, 770 families

at a cost of $5. 5 million including $3. 9 million in State funds.
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Medicaid

The States also projected substantial increases in

their Medicaid costs if H. R. 16311 were enacted in the form

in which it passed the House of Representatives. Table 2

whows the various estimates made by the States with respect

to added Medicaid costs. It should be pointed out that these

figures are not comparable from State to State since some

States apparently restricted their estimates to the added costs

arising from the increased number of persons eligible in the

adult categories (the aged, blind, and disabled) while other

States included all additional recipients including those who

would be added to the welfare rolls because of the mandatory

extension of State assistance to families with an unemployed

father. This last provision has been eliminated in the Adminis-

tration's revised proposals.

47

44-52? 0 - T0 - pt. 2 - 47



1120

Table 2. -- Estimates of Added Medicaid Costs

under H. R. 16311
(millions of dollars)

Total Additional Additional
State Medicaid Cost State Share

Californ!a $125.0 $62. 5
Connecticut 5.9 3.0

Delaware 0. 4 0. 2
Georgia 19. 8 5.6

Hawaii 7. 5 3.8
Idaho 1. 2 0. 4

Indiana 27.0 12. 7
Kansas -0- -0-

Kentucky 8. 0 2. 1
Louisiana 2. 0 0.5

Maine 7.2 2. 3
Maryland 0. 2 0. 1

Minnesota 4.4 1.9
Mississippi 38.2 7. 7

Missouri 7.5 3.5
Nevada 10. 3 5. 2

New Hampshire 0. 3 0. 1
North Carolina 17. 3 4. 7

North Dakota 3.0 0. 9
Ohio 24.1 11.5

Pennsylvania -0- -0-
Rhode Island 1. 0 0. 5

Texas 50. 3 16. 8
Vi rginia 10.0 3.5

Wisconsin 5. 2 2. 3
Wyoming 11.9 4.7

Totals (for 26 States) 387. 7 156. 5
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Earned Income Disregard

In the questionnaire, the States were asked to indicate

the number of persons who would become eligible for assistance

because of the provisions of H.R. 16311 which required the disregard

of a certain amount of earned income in determining eligibility.

Many States indicated that this change would have only slight

effect on the numbers eligible, apparently believing that the dis-

regard provisions in the present AFDC law are roughly compar-

able to those in H. R. 16311. However, the number of recipients

would be affected not only by the differences in the amount dis-

regarded but also by the fact that under H.R. 16311 the disregard

provisions could be applied to establish initial eligibility while

under present law they may be applied only to families already

on the rolls. Some States which were aware of this aspect of the

proposal estimated that it would have a substantial effect. For

example, Ohio projected an additional 132, 283 recipients as a

result of the provisions in H.R. 16311 for disregarding income

in establishing eligibility.
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APPENDIX B

TABLE 1. -- PRORSMTION OF POPULATION ON FEDERALLY AIDED WELFARE
UNDER PRESENT LAW AND ADMINISTRATION REVISION

Federally Aided
Recipients, Janu

Total U. S.

Alabama

Alaska

Arizona

Arkansas

California

Colorado

Ccnnecticut

Delaware

District of Columbia

Florida

Georgia

Hawaii

Idaho

Illinois

Indiana

Iowa

Kansas

Keptucky

Civilian
Resident
Population

03, 796, 700

3, 505,000

25Z, 000

1, 685, 000

I, c)96, 000

19, 213, 000

2, 065,000

3, 009, 000

537, 000

783,000

6. 332, 000

4, 565,000

747,000

717. 000

11,031,000

5, 136,000

2, 785, 000

2, 288, 000

2. 192, 000

Number
10,-436, 197

Z55, 400

10, 274

72, 440

115,000

1,655, 400

114, 110

97, 140

23, 860

47, 490

295,900

328, 400

29, 072

22, 100

446, 100

98, 100

92, 300

73, 940

211,200

Welfare Welfare Recipients Under
ary 1970 Administration Revision

Percent Percent
of of

Population Number Population
5.11. 23,784,300 11.7 %

7.3% 665.800 19.0%

4.1% 25,100 10.0%

4.3% 204,600 12. 2

5.8 % 369,700 18.5%

8.6% 2,323,400 12.1%

5.5 %e 368,000 17.8%

3. 2 % 187,900 6.2%

4.4% 55,000 10.2%

6. 1 %s 65,900 8.4Y

4.7 % 683,600 10.8%

7. 2 % 1,025,500 22.5 %

3.9% 62, 700 8. 4:%

3. 1 It 54,400 7.6%

4. 0 %e 806,300 7.3

1. 9 % 876,900 17. 1

3. 3 2a Z35, 700 8.5

3. Z Ye 158,600 6.9%

9.6 % 523,500 23,9 %

*NoTz: The Department of Health, Education, and Welfare subsequently revised Its
estimate of the number of persons on welfare In Indiana under the Administration revi-
sion; under the new estimate, the figures would be 298,100 and 5.8%.
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TABLE -- PROPORTION OF POPULATION ON FEDERALLY AIDED WELFARE
UNDER PRESENT LAW AND ADMINISTRATION REVISION (cont

Louisiana 3, 724, 000 346, 500 9. 3 1* 934, 200 25. 1 N

Maine 967, 000 48, 920 5. 1 36 145,400 15. A 1,

Maryland 3, 732, 000 157, 850 4. 2 1. 262, 800 7. 01

Massachusetts 5, 475, 000 282, 500 5.2 1 438, 500 8. 01

Michigan 8, 798, 000 316, 200 3. 6 1, 646, 400 7. 3%

Minnesota 3, 714, 000 108, 120 2. 9 WO 320, 300 8. 6

Mississippi 2 336,000 211,000 9.016 806,600 34.5%

Missouri 4, 637, 000 255, 200 5.5 % 443, 100 9. 61

Montana 688, 000 18, 880 2. 7 % 52, 200 7. 6

Nebraska 1,437,000 43,550 3.0% 167,700 11.7%

Nevada 452,000 15,570 3.4% 37,000 8.2 1

New Hampshire 720, 000 14, 260 2. 0 1 39, 800 5.5 1,

New Jersey 7, 128.000 318, 720 4.51 508, 800 7. 1%

New Mexico 976, 000 69, 260 7. 1 %, 194, 400 19. 9 1

New York 18, 369. 000 1,227, 400 6. 7 1 1, 979, 300 10. 8 1

North Carolina 5, 110, 000 194, 600 3. 8 1, 960, 600 18. 9 1

North Dakota 600, 000 16, 583 2. 8 %, 96, 900 16. 2

Ohio 10, 786, 000 355, 400 3. 3 1, 799, 800 7. 4 1

Oklahomna 2,545, 000 188, 700 7. 4 1 366, 200 14. 4

Oregon 2,044,000 93,800 4. 6% 143,500 7.0%

Pennsylvania 11, 797,000 511, 800 4. 3 % 634, 800 5.4 1

Rhode Island 886, 000 45, 810 5. 2 1 67, 200 7.6 1,



1125

TABLE 1. -- PROPORTION OF POPULATION ON FEDERALLY AIDED WELFARE
UNDER PRESENt" ' AW AND ADMINISTRATION REVISIONfcont.)

South Carolina

South Dakota

Tennessee

Texas

Utah

Vermont

Virginia

Washington

West Virginia

Wisconsin

Wyoming

Puerto Rico

Guam

Virgin Islands

2. 636, 000

650, 000

3,971,000

11,097,000

1,049, 000

444, 000

4,514.000

3. 386. 000

1, 819, 000

4, 242, 000

317.000

2,763,000

87, 700

59, 000

83,900

22, 110

205, 400

478, 800

42, 760

18. 000

109, 400

153,450

115, 580

101, 180

7, 447

264, 930

2, 072

2,319

3.2%

3.4%

5. a I

4.3 %

4.1%.

4.1%

2. 4 1

4.5 S

6.4V

2.4%

2.3%

9.6%,

2.4 %

490, 800

107, 400

741, 800

1, 521, S00

55. 100

46. 800

431, 300

312, 300

275. 300

238, 400

20, 000

800, 000

3, 400

2. 100

18.6V

16.5 %

18.7s

13.7 %s

5.3%

10.5%

9.6%

9.2%V

15. 1 %s

5.6 %

6.3%V

29. 0 Vs

3.9%

3.6 %
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TABLE 2. -- INCREASE IN WELFARE RECIPIENTS UNDER
ADMINISTRATION REVISION

Federaly Aided Welfare Welfare Recipients Under Percent

Recipients, January 1970 Administration Revision Increase

Total U. S. 10, 436, 197 23, 784,300 128%

Alabama 255. 400 665,800 161 Y6

Alaska 10, 274 25, 100 146%

Arizona 72, 440 204, 600 183 f.

Arkansas 115,000 369,700 222 Is

California 1 655. 400 2, 323. 400 41%

Colorado 114, 110 368, 000 221 Y,

Connecticut 97, 140 187, 900 93 fe

Delaware 23, 860 55, 000 130 .

District of Columbia 47, 490 65,900 39 3.

Florida 295.900 683,600 131%

Georgia 328,400 1,025,500. 212%

Hawaii 29, 072 62, 700 116 Y.

Idaho 22, 100 54, 400 146 Yo

Illinois 446. 100 806,300 81Y

Indiana 98, 100 876, 900* 794 Yo

Iowa 92, 300 235, 700 155 is

Kansas 73,940 158, 600 114 %,

Kentucky 211,200 523,S00 148Y

Louisiana 346,500 934,200 170 is

Maine 48, 920 145,400 197 %

*Nom: The Department of Health, Education, and Welfare subsequently revised its
estimate of the number of persons on welfare In Indiana under the Admindstration revi-
Man; under the new estimate, the figures would be 298,100 and 323%.
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TABLE 2. -- INCREASE IN WELFARE RECIPIENTS UNDER
ADMINITRATION REVISION (cont.)

Maryland 157. 850 262, 800

Massachusetts 282, 500 438.500

Michigan 316, 200 646,400

Minnesota 108, 120 320, 300

Mississippi 211,000 806,600

Missouri 255. 200 443, 100

Montana 18, 880 52, 200

Nebraska 43,550 167,700

Nevada 15,570 37,000

New Hampshire 14, 260 39, 800

New Jersey 318,720 508,800

New Mexico 69, 260 194, 400

New York 1, 227, 400 1, 979, 300

North Carolina 194, 600 960,600

North Dakota 16,583 96,9C0

Ohio 355, 400 799, 800

Oklahoma 188, 700 366, 200

Oregon 93,800 143,500

Pennsylvania 511,800 634,800

Rhode Island 45, 810 67, 200

Sonth Carolina 83,900 490, 800

67 %

55 %P

104 1.

196 %

282%

74

176%

285 %

138 ,

179 Is

60%

180 1.

61 %

394 f#

485 16

125%1

94 %

53%

24%

47 %

485 fe
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TABLE 2. -- INCREASE IN WELFARE RECIPIENTS UNDER
ADMINISTRATION REVISION cont.

South Dakota 22, 110 107, 400 386

Tennessee 205,400 741, 800 262%

Texas 478, 800 1,521,500 218%

Utah 42, 760 55, 100 29 %

Vermont 18. 000 46, 800 160 .

Virginia 109,400 431,300 294

Washington 153, 450 312, 300 104

West Virginia 115, 580 275, 300 138 %

Wisconsin 101, 180 238, 400 136

Wyoming 7,447 20,000 169%

Puerto Rico 264, 930 800, 000 202

Guam 2,072 3,400 64%

Virgin Islands 2, 319 2, 100 "9 %
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CcMPARISON OF PROJECTED RECIPIENTS
UNDER THE ADMINISTRATION REVISION
AND CURRENT LAW. 197Z - 1976

(in millions of persons)

Total Recipients

Under Administration revision:
Persons receiving FAP only
Persons receiving State supplement only
Persons receiving both FAP & supplementation
Adult category recipients

Totals, Administration revision

Under Current Law:
AFDC recipients

Adult category recipients
Totals, Current Law

Recipients in Male-Headed Families

Under A ninistration revision:
Persons receiving FAP only
Persons receiving State supplement only
Persons receiving both FAP & supplementation
Adult category recipients

Totals, Administration revision

Under Current Law:
AFDC recipients
Adult category recipients

Totals, Current Law

Recipients in Female-Headed Families

Under Administration revision:
Persons receiving FAP only
Persons receiving State supplement only
Persons receiving both PAP & supplementation
Adult category recipients

Totals, Administration revision

Under Current Law:
AFDC recipients
Adult category recipients

Totals. Current Law

1972 1973 1974 1975 1976

12.7 12.3 11.9 11.5 11.0
1.9 2.6 3.4 4.2 5.1
6.6 6.9 7.3 7.8 8.3
3.3 3.5 3.6 3.8 3.9

24.4 25,2 26. 1 27.2 28.3

9,6 10,8 I1 13, 6 15,3
3.2 3.4 3.5 3.7 3.8

12.8 14.2 15.6 17.3 19. 1

9.5 9.1 8.7 8.3 7.1

1.2 1.3 1.5 1.7 1.9
1.2 1.3 1.3 1.4 1.4

11. 9 11.7 11. 5 11. 4 11. 1

2.0 2.3 2.6 2.9 3.3
1.1 1.2 1.2 1.3 1.3
3.1 3.5 3.8 4.2 4,6

3,2 3.2 3.2 3.2 3.,
1.9 2.6 3.4 4.2 5. 1
5.4 5.6 5.8 6.1 6.4
2.1 2.2 2.3 2.4 2.5

12.5 13.5 14.6 15.8 17.2

7.6 8.5 9.5 10.7 120
2.1 2.2 2.3 2.4 2.5
9.7 10.7 11.8 13,1 14.5

TABLE 3. --
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TABLE 4

Value of Work to Family with $3000 of Earnings,
Selected Cities

Total money and in-kind incomel
for a family headed by a woman Net in-
with -- crease Value of

in family each dollar
No earnings Earnings of $3000 income earned

1. Phoenix, Arizona

Present law $2,649 $4,521 $1,872 62
H. R. 16311 2,649 4,439 1,790 604
Administration revision 2, 854 3,708 854 28f

2. Wilmington, Delaware

Present law 3,27 5,387 2,116 71f
H. R. 16311 3,271 5,267 1,996 67
Administration revision 3,443 4,128 685 23

3. Chicazo. llinois

Present lasv 4, 52Z 6, 134 1,612 54f
H. R. 16311 4,522 5,654 1,132 38f
Administration revision 4,011 4,822 811 271

4. New York. New York

Present law 5,708 7,512 1,804 60
H. R. 16311 5,708 7,032 1,324 44f
Administration revision 4,540 5, 452 912 30f

I/ Excludes public housing.



APPENDIX C

(This Appendix contains material requested from the Depart-
ment of Health, Education, and Welfare, during hearings held in
July. The material was received too late to be included at the
point where the request was made)
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(Departmental response to material requested by Senator Jordan at page 446)

SELECTED DATA ON FEDERAL MANPOWER PROGRAMS

A limited grouping of Federal programs Is Intended to Influence directly the
quality and composition of the work force by increasing the skills and employ-
ment opportunities of individuals in the work force, or those who desire to be
in it but who are vocationally unprepared or face other barriers to employment.
Generally the programs: (1) operate outside the normal educational processes;
(2) provide services for periods of less than 1 year; (3) provide skill training
and Job opportunities for nonprofessional Jobs; and (4) are targeted to the
disadvantaged sector of the population.

The following table shows Federal manpower obligations and new enrollments
by administering agency and program for fiscal year 1969, the last year for which
actual data is available:

New enrollees
not previously

Amount served
Agency and program (millions) (thousands)

Department of Labor:
Jobs In the business sector/regular on-the-job training ....................... $232 136
Manpower Development Training Act, institutblal .......................... 233 135
Job Corps .............................................................. 278 53

Neighborhood Youth Corp;, in school ...................................... 49 84
Neighborhood Youth Corps, summer ....................................... 154 345
Neighborhood Youth. Corp;, out of school .................................. 124 75

Now Careers ........................................................... 18 4
Operation Maintenance .................................................. 41 it
Concentrated employment program ..................................... 114 127

Work Incentive program I ................................................ 115 81
Employment Service ..................................................... 317
Manpower salaries and expenses .......................................... 73

Bureau of Apprenticeship Training, program direction ....................... 8
Bureau of Labor Statistics, labor market data ............................... 9
Office of Federal Contract Compliance ..................................... 1

Total ................................................................ ,766 1,051

Office of Economic Opportunity:
Community action agencies manpower ..................................... 28 l[
Experiments and demonstration ........................................ 7 (1)

Total ................................................................ 35 11

Department of Health, Education, and Welfare:
Vocational rehabilitation................................................ 389 368
Title V work experience ................................................. 6 11

Social services manpower ................................................ 40 57
Foster grandparents ..................................................... 9 1

Total ................................................................ 444 437

1 Jointly administered by Department of Labor and Department of HEW.

Enrollment concept not applicable.

(1135)

44-527 O---70-pt. 2-48



1136

(Departmental response to material requested by Senator Jordan at page 446)

ESTIMATED UNIVERSE OF NED

The 10.9 million adults who were poor In 1968, of whom about half were
working but earning less than a poverty wage, is a rough representation of the
universe of need for manpower programs. The universe actually may be con-
siderably larger, since many earn little more than the poverty standard and
are vulnerable to skill obsolescence and unemployment. However, many poor
adults are not candidates for manpower services because of health, age, and
conflicting family responsibilitlee

(Departmental response to material requested by Senator Byrd at page 456)

COMPARISON OF INCOME AVAILABLE TO A MALE-HEADED FAMILY or 4 IN Nzw
YORK CITY WHEN' FAMILY HEAD Is EMPLOYED FULL-TIME AT $2.23 PER HOUR,
WHEN HEAD IS UNEMPLOYED AND FAMILY IS ELIGIBLE FOR BENEFITS UNDER
CURRENT LAW, AND WHEN FAMILY Is ELIGIBLE FOR BENEFITS UNDER REVlsED
PAP

Response to Senator Byrd's request for comparison of income available to
a male-headed family of four in New York, when family -head is employed full
time at $2.23 per hour, when head is unemployed and family is eligible for
benefits under current law, and when family is eUgible for benefits under revised
Family Assistance Plan.

A family with head earning $2.23 per hour would have annual net earnings of
$3756 assuming work related expenses at current average state allowance.

The following table compares the cash, food, and medical benefits available
under current law and revised Family Assistance for the same male-headed
family--of four with no earned income. It assumes that the male meets work/
training requirements. If the man refused to regiter or to accept suitable work
or training, the Family Assistance benefit would be reduced by $500 to $1,100.

BENEFITS POTENTIALLY AVAILABLE TO 4-PERSON MALE-HEADED FAMILIES WITH NO OTHER INCOME IN NEW
YORK, N.Y., UNDER CURRENT LAW, REVISED FAMILY ASSISTANCE. AND EMPLOYED FULL TIME

Averae
medical

Total net vendor
Inooms payets I

Inles tOheith Medical Insurance I
Family medical Total net services
assist- AFDC- Total net contribu- ctsh and for AFDC Premium

ance UF Income tions I food families value Subsldy

Current law .................... 3 ,756 $3,756 ............ $4,068 4$1,153 ....................

Father employed full
time $ --------------------------------- 3,756 ............ 3,756 ................................

Revised family assist.
ance -------------- $1,600 (0) 1.600 41.600 2,440 ------------ 4 $500 $500

I Revised family assistance.
I Current law.
3 Maximum AFDC-UF grant for a family of 4 with no other Income.
I Medical vendor payments and medical insurance premium do not represent cash Income available to families, and

should not be counted as part of total family Income.
A Father employed full time 40 hours per week at $2.23 per hour, less work related expenses equal to average State

allowance.
I Assbmes a mal.-headed family not currently receiving AFDC-UF. A family currently receiving UF would be grand.

fathered to protect from loss.

(Departmental refaponse to material requested by Senators Hansen and Miller

at pages 464 and 488)

PROJECTED DECREASF IN COST or FAP

The additional funds to be authorized under H.R. 16311 for the training of
welfare recipients will lead to decreases in welfare payments as the earning
capacities of recipients improve. Although as the Department of Labor has
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indicated, to predict accurately the extent of such benefit reductions is Impos-
sible, a rough idea of the magnitude of the savings can be obtained.

The Administration is committed to the provision of 75,000 job upgrading slots
and 300,000 training slots (150,000 from WIN and 150,000 new slots) annually for
Family Assistance recipients. When these slots are completely filled, they should
generate annual reductions in FAP payments of an estimated $200 million. The
rationale for this estimate is explained in the following paragraphs.

We assume that the job upgrading effort would result in an average wage
increase of $500 annually per family, thereby reducing each participating fam-
Ily's annual FAP benefit by $250. Multiplying that unit benefit reduction by the
number of upgrading slots (75,000) yields a total benefit reduction due to job
upgrading of $18 million annually.

For the 300,000 FAP family heads in training slots, the following assump-
tions were made in estimating the potential impact on benefit payments:

(1) 40% of the trainees (120,000 per year) would be placed in jobs;
(2) the average wage would be $2.15 hourly, or about $4500 per year;
(3) trainees would have negligible non-welfare Income before placement;
(4) trainees would be representative of the overall FAP population with

respect to sex and number of children.
Under these assumptions, annual FAP payments would decrease by $174 mil-

lion, and the Federal share of State supplemental payments would be reduced by
another $8 million. The'total benefit reduction as a direct result of training
FAP recipients and placing them in jobs would thus be $182 million annually.

The total reduction in the Federal cost of benefit payments would be $200
million annually--18 million from-job upgrading and $182 million from
training.

(Departmental response to material requested by Senator Hansen at page 467)

ESTIMATING COSTS OF PAP

As indicated on page 22 of the Senate Finance Committee Print, we believe that
the cost estimates are on the "cautious and conservative" side. This is true even
though the estimating methodology does not explicitly allow for the benefits
that might be paid to a family whose annual income was above the regular
Family Assistance income eligibility limits but whose income was low enough
in one or more quarters to entitle them to benefits for those quarters. Several
factors compensate for what might otherwise be considered an estimating prob-
lem. First (and parallel to the above), the full $720 earnings deduction is
assigned to all families although many have their earnings concentrated in one
or two quarters and are entitled to only a $180 or $360 deduction. Benefits for
such families, therefore, would be les than we have actually estimated. Second,
although only families with assets below $1,500 would be eligible for Family
Assistance benefits the estimating procedure does not apply this "assets test".
Families who experience losses in income from, for example, unemployment and
might otherwise be eligible for benefits during a part of their year are likely
not to be eligible because of their assets. Third, Section 442(0) (3) provides
that the Secretary may, in accordance with regulation, assign income from one
period to another. One of several purposes of this provision is to preclude from
receiving benefits certain types of seasonal workers whose annual incomes are
well in excess of normal PAP eligibility limits. These three factors are spe-
cifically related to the problem raised. When combined with other, more gen-
eral factors that have been mentioned before-such as predicating estimates on
the assumption of 100% participation-it can be safely said the estimating pro-
cedure is essentially conservative.

(Departmental response to material requested by Senator Miller at page 485)

FAMILY AsSISTANCE WITH ALLOWANCE DIFFFMIENTIAL8 FOR PLACE Or RESIDENCE

The cost and coverage has been determined for a modified Family Assistance
Plan Which has allowance differentials related to place of residence. The Stand-
ard Metropolitan Statistical Area (SMSA) was used as the basis for determining
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FAP payment levels. If a family lives in an SMSA, they are treated under the
Plan specified In H.R. 16311. However, a family living outside an SMSA haE,
its eligibility and payment determined under a Plan which sets basic allowances
at 85% of the standards set in H.PR 16311. Thus, a family of four with no in-
come residing In the Louisville SMSA would be eligible for an annual FAP
payment of $1600; a family living in a non-metropolitan part of Kentucky could
receive only $1360.

The SMSA was chosen as the unit upon which to base allowance differentials
for two reasons:

(1) residence either inside or outside an SMSA is more likely to reflect
cost-of-living variations for most people than are the alternative bases for
making such a division of the population, such as urban/rural or farm/
non-farm;

(2) SMSA's are groups of counties (townships in New England) and thus
constitute convenient unit from a program administration viewpoint.

The following table compares the costs and coverage of this modified FAP
with H.R. 16311:

COSTS AND COVERAGE OF FAP MODIFIED FOR ALLOWANCE DIFFERENTIALS RELATED TO PLACE OF RESIDENCE, 1971

Family
assistance Program coverage (thousands)
payments
(millions) Families Recipients

Modiled FAP:
Families In SMSA's ...................................... $2, 234 2, 006 9,513
Families not in SMSA's .................................. 1,304 1,393 7,522

Total modlied FAP .............................. 3,538 3.399 17,035
Total, P.R. 16311 ----------------------------------- 4,003 3,678 18,458

Total decreases under modiled FAP --------------------- 465 279 1,423

Percent of decrease ..................................... 11.6 7.6 7.7

(Departmental response to material requested by Senator Miller at page 486)

PiOJCTED FAP RECIPIENTS, 1971-76

While the projection for total recipients under all welfare categories does
show an Increase from 1971 to 1976 of 1.5 million people, the Family Assistance
caseload is projected to decline over that period. This trend may be seen in the
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accompanying table.' The Family Assistance population (those receiving PAP
only, plus those receiving both YAP and State supplemental. payments) totals
19.4 million recipients in 1071, but only 16.3 million recipients- In, 1970. This
overall trend results from the separate assumptions on which the projection is
based. The first is that the "PAP-only" group, most of whom work, will decline
as earnings continue to increase. Secondly, the "PAP-State supplement" group,
many of whom cannot work, were projected to increase in a pattern similar to
recent AFDC caseload trends. The net effect of these two assumiptions is-a PAI
caseload which decreases by about 3% per year.

'A similar table appeared in the Senate Finance Committee Print of June 19T0 (Table
4-B. page 24). That table contained an incorrect projection of the "persons recelhing PAP
only.' That group had originally been projected to decline at the same rate as the total
PAP population. However, families receiving family assistance with no State supple-
mentation are generally intact families headed by working males. These families will
move out of the PAP-eligible population faster since they are more directly affected by
wage increases. The following chart shows the incorrect projection appearing in the
Committee Print, along with the corrected data:

[In milions]

1971 1972 1973 1974 1975 1976

Total recipients:
Under H.R. 16311:

Persons reeivlng FAP only ........................... 13.1 12.2 11.3 10.2 9.1 8.0
Persons receiving ltate supplement only .......... . 1.2 1.9 2.6 3.4 4.2 5.1
Persons receiving both FAP and supplementation ....... 6.3 6.6 6.9 7.3 7.8 8.3
Adult category reciolsnts ............................. 3.2 3.3 3.5 3.6 3.8 3.9

Total, H.R. 16311 ------------------------------ 23.8 24.0 24.3 24.5 24.9 25.3

Under current law:
AFD recipients .................................... 8.5 9.6 10.8 12.1 13.6 15.3
Adult category recipients ---------------------------- 3.1 3.2 3.4 3.5 3.7 3.8

Total, current law ................................ 11.6 12.8 14.2 15.6 17.3 19.1

Persons receiving FAP only:
lncorect projection In committee print ................... 13.1 12.7 12.3 11.9 11.5 11.0
Correct projection ....................................... 13.1 12.2 11.3 10.2 9.1 8.0

(Departmental response to material requested by Senator Williams at page 568)
Contributions shown are equivalent to the amounts of reduction in income

resulting from recipients' contributions to the family health insurance premium.

(TABLES 1-8 FoLLow:)



TABLE I.-FAMILY ASSISTANCE, ADMINISTRATION'S JUNE REVISIONS-BENEFITS POTENTIALLY AVAILABLE TO A 4-PERSON FEMALE-HEADED FAMILY IN PHOENIX, ARIZ.

Benefits potentially available to the majority of AFDC recipients in Phoenix

Family
assist-
ance 1Earnings

720-
1,000 ......

$1,600
1, 600
1,460

S2,000--- 960
00460,00;------------

State
supple-
ment* 2

$608
608
613

653694
707

,000....................313*,000.......................t00---------------

Total
gross
cash

income

21928
3,073

3, 613
4,154
4,707

6000
7,000
8, 000

Total
Federal,

State,
and social

security
taxes 3 4 a

$37
52

104
156
246

457
689
944

1,181

Cash
income

less
taxes

$2, 208
2, 891
3, 021

3, 509
3,998
4,461

4,856
5,311
6, 056
6,819

Net cash
income

less
FHIP

contri-
butions

2, 178
2,825
2, 944

3,378
3,813
4,189

***. 4 433
**** 5311* 6,056
**** 6,819

Proposed
schedule

food
stamp
bonus e

Tot
n,
ca
an
fc

$646
417
371

199
27

Benefits potentially avail-
able to the minority
of AFDC recipients in
Phoenix

Public
housing Total

bonus net
tal under cash,
let proposed food,
sh 1970 and
nd Housing public
3od Act** 7 housing

$2,824
3, 242
3,315

3,577
3,840
4,189

$1, 118
974
945

837
711
573

4,433 422
5,311 250
6,056 -------------
6,819 .........

3 ,9424,216
4, 260

4,414
4, 551
4,762

4,855
5, 561
6, 056
6,819

Family health insurance 8

Premium
value*** Subsidy

$500
500
500

500
500
500

$470
434
423

369
315
228

500 77
- - -- - - - - - - - - - - - - - - --

Total

$4, 412
4:650
4,683

4, 783
4,866
4,990

4,932
5,561
5,056
6,819

I



*State supplement assumes "grandfathered" recipient hence the irregular pattern of State pay-
ment For new recipients, State benefits would steadily decline.

**The mafority of AFDC recipients in Phoenix do not live In public housing and only approximately
6 percent of FAP families nationwide will live in public housing.

***Medical insurance subsidy does not represent cash income available to families, and should not
be counted as part of total family income.

****Participation In the health plan has been assumed at all levels of eligibility, although coverage
at higher income levels is optional, and it is likely that many families at the higher contribution levels
will opt for lower private coverage. No deduction for private health insurance has been made for
families not receiving family health Insurance plan subsidy, although such families would typically
purchase private coverage.

' Family assistance benefits are $1,600 for a family of 4 with no other income, based on $500 each
for the 1st 2 persons, $300 each for succeeding persons. Family assistance benefits are reduced 50
percent for earnings, after the initial disregard of $720 for work-related expenses, and a single deduc-
tion for Federal income taxes.

2State supplementary payments are based on current payment levels with a 67-percent reduction
rate for earnings, after the initial disregard of $720 and a single deduction for Federal income taxes.
House passed provisions of calculating State payments apply (sec. 452) in Phoenix and Wilmington,
where "grandfathered" recipients are assumed. State supplementary grants in New York and Chicago
are based on States' reported general maximum grants.

3 Federal income taxes computed on the schedule effective in 1972, assuming no surcharge.
4State taxes are computed on current State schedules.
6 Social security taxes reflect the increase from 4.8 to 5.2 percent of earnings up to $9,000 which will

be effective January 1971.
6 Food assistance is based on present estimates that the food stamp program will replace the surplus

commodity program in virtually all areas within the 1st year of operation of family assistance. (New
York City will commence aJ food stamp program In the fall of 1970.) Food stamp bonus is the difference
between the coupon allotment ($1,272) and the purchase price (31.8 percent of gross income less
$240).

7 The housing bonus is calculated on the basis of the proposed 1970 Housing Act (S. 3639). That
act sets a uniform system of rents for all subsidized rental housing, public and private, based upon
fixed percentages of family income after $300 is deducted from gross income for each child in excess
of 2. On the 1st $3,500, families must pay 20 percent of net income for rent; on the amount over
$3,500, 25 percent. (It is assumed that application of the 20-25 percent rent-income ratio in the
private subsidy program would, in the aggregate, covei project operating costs. In the private program
subsidy is limited to principal and interest on the capital cost of the project and the aggregate of all
project rents must be sufficient to cover project operating expenses.) The bonus is the difference
between prevai ing private rents for housing of modest standards in the 4 cities, based on the most
recent determinations for relocation assistance payments, Form HUD 6148. In Phoenix, the local
FHA insuring offices chief underwriter provided prevailing rents for standard housing in blue-collar
neighborhoods, plus utility allowances, since there is no HUD-aided relocation program. It was
assumed that the required unit sizes were 2-bedroom units for 4 person families. The private annual
gross rents assumed are as follows: 2 bedrooms

Phoenix-..... ----.... -.....................------------------------------- $1,500
Wilmington.;.. ... ... .. ... ... ..---------------------------------------------1,020
Chicago....--....... . . . .. ..----------------------------------------------- 1,920
New York City.......... ..........------------------------------------------- 1,680

S The assumption here is that the family health insurance program would replace the present
medicaid program for families with a health insurance policy having a $500 premium value. This
policy value includes no supplementation which the States might wish to make. Medical insurance
onus isthe difference between contributions and the illustrative premium value of $500. The following

illustrative contribution schedule is assumed: 0 percent of gross income to $1,600, 5 percent of that
amount of gross income between $1,600 and $3,000, 10 percent from $3,000 to $4,500, and 25 percentof gross income from $4,500 to $5,620; full participation is assumed. Contributions are deducted
from net family income in column as marked.

I.
I.



TABLE 2.-FAMILY ASSISTANCE, ADMINISTRATION'S JUNE REVISIONS-BENEFITS POTENTIALLY AVAILABLE TO A 4-PERSON FEMALE-HEADED FAMILY IN WILMINGTON, DEL.

Benefits potentially avail-
able to 29 percent ot
current AFDC recipients
in Wilmington

Benefits potentially available to 71 percent of cument AFDC recipients in Wilmington

Family
assist-
ance I

State
supple-
ment* 2

Total
gross
cash

income

Total
Federal,

State,
and social

security
taxes 3 4 I

Cash
income

less
taxes

Net cash
Income

less
FHIP

contri-
butions

Proposed
schedule

food
stamp

bonus$

Total
net

cash
and
food

Public
housing Total

bonus net
under cash,

proposed food,
1970 and

Housing public
Act**7 housing

Family health Insurance o

Premium,
value*** Subsidy

,000 9----- 460
$5,00 . _-

$188188
328

828
852
664-

$1,788
2,508
2,788

3,788
4,312
4,664

jv,, 093
6, 000

4,633 ****4,265
5,301 5,301

Earnings

,000
$1,600

1,600
l,460

$1,788
2,471
2,736

3,684
4,156
4,415

$37
52

104
156
249

460
699

$1,779
2,426
2o677

3, 535
3s955

*** 4,154

$780
551
462

144

$2, 559
2,977
3,139

3,679
3,955
4,154

4,265
5,301

$722
578
522

9

322
192
104

Total

$3,281
3, 555
3,661
4, 001
4,147
4,258

4j265
5o301

$500
500
500

500
500
500

500

$491
455
441

351
299
239

132

$3,772
4,010
4, 102

4,352
4, 446
4,497

4,397
5,301



*State supplement assumes "grandfathered" recipient, hence the Irregular pattern of State pay-
ment. For new recipients State benefits would steadily decline.

**Only 29 percent of ali AFDC recipients In Wilmington live in public housing, and only 6 percent of
FAP recipients nationwide will live In public housing.

***Medical Insurance subsidy does not represent cash income available to families, and should
not be counted as part of totalfiamily income

**"*Participation in the health plan has been assumed at all levels of eligibility, although coverage
at higher income levels is optional and It is likely that many families at the higher contribution levels
will opt for lower private coverage. Np deduction for private health insurance has been made for
families not receiving family health Insurance plan subsidy, although such families would typically
purchase private coverage.

I Family assistance benefits are $1,600 for a family of 4 with no other income, based on $500 'jach
for the 1st 2 persons, $300 each for succeeding persons. Family assistance benefits are reduced 50
percent for earnings, after the initial disregard of $720 for work-related expenses, and a single deduc-,ion for Federal income taxes.

2 State supplementary payments are based on current payment levels with a 67-percent reduction
rate forrearnings, after the initial disregard of $720 and a single deduction for Federal income taxes.
House passed provisions of calculating State payments apply (sec. 452) in Phoenix and Wilmington,
where grandfatheredd' recipients are assumed. State supplementary grants in New York and Chicago
are based on States' reported general maximum grants.

3 Federal income taxes computed on the schedule effective in 1972, assuming no surcharge.
4 State taxes are computed on current State schedules.
6 Social security taxes reflect the increase from 4.8 to 5.2 percent of earnings up to $9,000 which will

be effective January 1971.
6 Food assistance is based on present estimates that the food stamp program will replace the surplus

commodity program in virtually all areas within the Ist year of operation of family assistance. (New
York City will commence a fdstamp program in the fallof 1970.) Food stamp bonus is the difference
between the coupon allotment ($1,272) and the purchase price (31.8 percent of gross income less
$240).

7 The housing bonus Is calculated on the basis of the proposed 1970 Housing Act (S. 3639). That
act sets a uniform system of rents for all subsidized rental housing, public and private, based upon
fixed percentages of family income after $300 is deducted from gross income for each child in excess
of 2. On the 1st $3,500, families must pay 20 percent of net income for rent; on the amount over
$3,500, 25 percent. (It Is assumed that application of the 20- to 25-percent rent-income ratio in the
private subsidy program would, in the aggregate cover project operating costs. I n the private program
subsidy Is limited to principal and interest on the capital cost of the project and the agregate of all
project rents must be sufficient to cover project operating expenses.) The bonus is the difference
between prevailing private rents for housing of modest standards In the 4 cities, based on the most
recent determinations for relocation assistance payments, form HUD 6148. In Phoenix the local
FHA Insuring office's chief underwriter provided prevailing rents for standard housing in blue-collar
neighborhoods, plus utility allowances, since there is no HUD-aided relocation program. It was
assumed that the required unit sizes were 2-bedroom units for 4-person families. The private annual
gross rents assumed are as follows: 2 bedrooms

Phoenix........... ...........---------------------------------------------- $1,500
Wilmington....................---------------------------------------------1,020
Chicago........... ..........----------------------------------------------- 1:920
New York City.....................-------------------------------------------1,680

8 The assumption here is that the family health insurance program would replace the present
medicaid program for families with a health Insurance policy having a $500 premium value. This
policy value Includes no supplementation which the States might wish to make. Medical insurance
bonus Is the difference between contributions and the illustrative premium value of $500. The following
illustrative contribution schedule is assumed: 0 percent of gross income to $1,600, 5 percent of that
amount of gross income between $1,600 and $3,000, 10 percent from $3,000 to $4,500, and 25 percent
of gross income from $4,500 to $5,620; full participation is assumed. Contributions are deducted
from net family income in column as marked.

i.



TABLE 3.-FAMILY ASSISTANCE, ADMINISTRATION'S JUNE REVISIONS-BENEF'TS POTENTIALLY AVAILABLE TO A 4-PERSON FEMALE-HEADED FAMILY IN CHICAGO, ILL.

Benefits potentially available
to 18 percent of current AFDC

recipients in chicago

Benefits potentially available to 82 percent of current AFDC recipients In Chicago Public
housing Total

Total Net cash bonus net
Federal, income Proposed Total under cash,

Total State, Cash less schedule net proposed food, Family health insurance S
Family State gross and social income FH1 P food cash 1970 and
assist- supple- cash security less contri- stamp and Housing public Premium

Earnings ance I ment, Income taxes 3 4 s taxes buttons bonus 6 food Act ** 7 housing value * Subsidy Total

0 ------------ $1,600 $1,556 $3,156.-------------$3, 156 $3, 070 $345 $3, 415 $1,349 $4, 764 $500 $414 $5, 178
$720----------1,600 1556 3:,876 $37 3,839 3,681 116 3,797 1,201 4,s998 500 342 5340
$1,000.... 1,460 1,509 3,969 52 3,917 3,750 86 3,836 1,178 5,014 500 333 5341

000 960 1,342 4,302 104 4,198 3,998------------- -3,998 1,095 5,093 500 300 5,393
:O:-":460 1,175 4,635 156 4,479 4,225---.--------- -4,225 1,0115,5236 500 246 5482

$4,000---------------- -987 4,987 :'36 4,751 41409 ............. 4,409 923 5, 332 500 158 5,490

500..---------------- 416 5,416 443 4, 973 4,524-------------- 4,524 816 5,340 505 ,9
000- - -- -6,000 669 5,331 * 5,331 -------------- 5,331 670 6,001--------0

$7,000---------------------------- 7,000 912. 6,088 * 6,088------------- -6,088 420 6,508--------,0

--------A--------- 8,000 1,134 6,8$66 *'6l 866 ---- 6,866, 170 7,036 --------- ------- 7,3
$000-------------------------;---.9000 1,369 7,631 7,631 . . .7,631--------------7,631--------7,631

I..



*FAP does not raise AFDC grant level. Grant is higher than under current law only because current
law adjusts the same standard ($3,156) for rent as paid to public housing.*OnlIy 18 percent of all AFDC recipients in Chicago live in public housing, and only 6 percent
of FAP families nationwide will live in public housing.

***Medical insurance subsidy does not represent cash income available to families, and should
not be counted as part of total family income.

**"Participation in the health plan has been assumed at all levels of eligibility although coverage at
Higher income levels is optional, and it is likely that many families at the higher contribution levelswill opt for lower private coverage. No deduction for private health insurance has been made for
families not receiving family health insurance plan subsidy, although such families would typically
purchase private coverage.

1 Family assistance benefits are $1,600 foe a family of 4 with no other income, based on $500 each
for the Ist 2 persons, $300 each for succeeding persons. Family assistance benefits are reduced 50
percent for earnings, after the initial disregard of $720 for work-related expenses, and a single deduc-
tion for Federal income taxes.

2 State supplementary payments are based on current payment levels with a 67-percent reduction
rate for earnings, after the initial disregard of $720 and a single deduction for Federal income taxes.
House passed provisions of calculating State payments apply (sec. 452) in Phoenix and Wilmington,
where "grandfathered"' recipients are assumed. State supplementary grants in New York and Chicago
are based on States' reported general maximum grants.

3 Federal income taxes computed on the schedule effective in 1972, assuming no surcharge.
4 State taxes are computed on current State schedules.
&Social security taxes reflectthe increase from 4.8 to 5.2 percent of earnings up to $9,000 which will

be effective January 1971.
6 Food assistance is based on present estimates that the food stamp program will.replace the surplus

commodity program in virtually all areas within the Ist year of operation of family assistance. (N ew
York City will commence a food stampprogram in the fallof 1970.) Food stamp bonus is the difference
between the coupon allotment ($1,272) and the purchase price (31.8 percent of gross income less
$240).

7 The housing bonus is calculated on the basis of the proposed 1970 Housing Act (S. 3639). That
act sets a uniform system of rents for all subsidized rental housing, public and private, based upon
fixed percentages of family income after $300 is deducted from gross income for each child in excess
of 2. On the 1st $3,500, families must pay 20 percent of net income for rent; on the amount over
$3,500, 25 percent. (It is assumed that application of the 20-25 percent rent-income ratio in the
private subsidy program would, in the aggregate, cover project operating costs. In the private program
subsidy is limited to principal and interest on the capital cost of the project and the aggregate of all
project rents must be sufficient to cover project operating expenses.) The bonus is the difference
between prevailing private rents for housing of modest standards in the 4 cities, based on the most
recent determinations for relocation assistance payments, Form HUD 6148. In Phoenix, the local
FHA insuring office's chief underwriter provided prevailing rents for standard housing in blue-collar
neighborhoods, plus utility allowances, since there is no HUD-aided relocation program. It was
assumed that the required unit sizes were 2-bedroom units for 4 person families. The private annual
gross rents assumed are as follows: 2 bedrooms

Phoenix........... ...........----------------------------------------------. $1,5G0
Wilmington......................---------------------------------------------1,020
Chicago---------------------------------- 1,920
New York City-------------------..- --------- 1,680

8 The assumption here is that the family health insurance program would replace the present
medicaid program for families with a health insurance policy having a $500 premium value. This
policy value includes no supplementation which the States might wish to make. Medical insurance
bonus is the difference between contributions and the illustrative premium value of $500. The following
illustrative contribution schedule is assumed: 0 percent of gross Income to $1,600, 5 percent of that
amount of gross income between $1,600 and $3,000, 10 percent from $3,000 to $4,500, and 25 percent
of gv'oss income from $4,500 to $5,620; full participation is assumed. Contributions are deducted
froin net family income in column as marked.



TABLE 4.-FAMILY ASSISTANCE, ADMINISTRATION'S JUNE REVISIONS-BENEFITS POTENTIALLY AVAILABLE TO A 4-PERSON FEMALE-HEADED FAMILY IN NEW YORK CITY, N.Y.

Benefits potentially available to the majority of AFDC recipients In New York City

State
supple-

ment * 2

Total
gross
cash

income

Total
Federal,

State,
and social

security
taxes 3 4#

Cash
income

less
taxes

Net cash
Income

less
FHIP

contri-
butions

Proposed
schedule

food
stamp

bonus O

Benefits potentially avail-
able to 8 percent of
current AFDC recipients
in New York City

Public

Total
net

cash
and

food

housing
bonus
under

proposed
1970

Housing
Act ** I

Total
net

cash,
food,

and
public

housing

Family health insurance s

Premium
value ***

$720 --------
$1,00 - - -..

1, 60

1,460

2,000 .... 960
t000_... - 460
$4000 - --------

$2,156
2,1562,109

1,942
1,775
1,587

$5,000 - -i016
$6,0 .. ------ 459$7000 -"--------------

,00 ....

--- --- -- --- --- -- --- --

$3,756.............
4,476 $37
4,569 52

4,902
5,235
5,587
6, 016
6,4597,000

8,000
9,000

104
156
237

460
703
971

1,219
1:486

$3,756
4,439
4,517

4 798
5,079
5, 350

5, 556
5,756
6,029

6 781 *** 6,781
7,514 1,514

Earnings

Family
assist-
ance I

$3,610
4, 221
4,280

I.
'A

$154
-------------
-------------

-------------
-------------

-----------

----------

4,478
4,675
4,858

**** 5, 556
**** 756

0**6'029

Subsidy

$3,764
4,221
4,280

4,478
4,675
4,858

5,556
5,756
6,029

Total

$989
811
788

705
621
533

426
315
180

$500
500
500

500
500
500

$354
282
263

180
96
8

$4,753
5,032
5,068

5,183
5,296
5,391

5,982
6,071
6,209
6, 781
7,514

6,781
7,514

$5, 107
5,314
5, 331

5, 363
5,392
5 399

5, 982
6, 071
6, 209

6, 781
7,514

..........................

--------------------------
--------------------------



*FAP does not raise AFDC grant level. Grantis higher than under current law only because current
law adjusts same standard ($3,756) for rent as paid to public housing.*Only 8 percent of all AFDC recelpients in New York City live in public housing, and only 6 percent
of FAP families nationwide will live in public housing.

'Medical insurance premim does not represent cash income available to families and should not
be counted as part of total family income.

****Participation in the health plan has been assumed at alhlevels of eligibility, although coverage
at higher Income levels is option I, and it is likely that many families In the higher contribution levels
will opt for lower private coverage. No deductin for private health insur .nce has been m de for
family health inzrance subsidy, although such families would typically purchase private coverage.

I Family assistance benefits are $1,600 for a family of 4 with no other income, based on $500 each
for the 1st 2 persons, $300 each for succeeding persons. Family assistance benefits are reduced 50
percent for earnings, after the initial disregard of $720 for work-related expenses, and a single deduc-
ion for Federal income taxes.

2 State supplementary payments are based on current payment levels with a 67-percent reduction
rate for earnings, after the initial disregard of $720 and a single deduction for Federal income taxes.
House passed provisions of calculating State payments apply (sec. 452) in Phoenix and Wilmington,
where "grandfathered'e recipients are assumed. State supplementary grants in New York and Chiago
are based on States' reported general maximum grants.

S Federal income taxes computed on the schedule effective in 1972, assuming no surcharge.
4 State taxes are computed on current State schedules.
a Social security taxes reflect the increase from 4.8 to 5.2 percent of earnings up to $9,000 which will

be effective January 1971.
6 Food assistance is based on present estimates that the food stamp program will replace the surplus

commodity program in virtually all areas within the Ist year of operation of family assistance. (New
York City wiII commence a foodstamp program in the fallof 1970.) Food stamp bonus is the difference
between the coupon allotment ($1,272) and the purchase price (31.8 percent of gross income less
$240).

7 The housing bonus is calculated on the basis of the proposed 1970 Housing Act (S. 3639). That
act sets a uniform system of rents for all subsidized rental housing, public and private, based upon
fixed percentages of family income after $300 is deducted from gross income for each child In excess
of 2. On the 1st $3,500, families must pay 20 percent of net income for rent; on the amount over
$3500, 25 percent. (it is assumed that application of the 20-25 percent rent-income ratio in the
private subsidy program would, in the aggregate, cover project operating costs. In the private program
subsidy Is limited to principal and interest on the capital cost of the project and the aggregate of allproject rents must be sufficient to cover project operating expenses.) The bonus is the difference
between prevailing private rents for housing of modest standards in the 4 cities, based on the most
recent determinations for relocation assistance payments, Form HUD 6148. In Phoenix, the local
FHA insuring office's chief underwriter provided prevailing rents for standard housing in blue-collar
neighborhoods, plus utility allowances, since there is no HUD-aided relocation program. It was
assumed that the required unit sizes were 2-bedroom units for 4 person families. The private annual
gross rents assumed are as follows:2 d2 bedrooms

Phoenix......................-----------------------------------------------$1,500
Wilmington...... ..... ..... .....---------------------------------------------- 1,020
Chicago........ ....... .......------------------------------------------------ 1,920
New York City..... ..... ..... .....-------------------------------------------- 1,680

S The assumption here Is that the family health insurance program would replace the present
medicaid program for families with a health Insurance policy having a $500 premium value. This
policy value includes no supplementation which the States might wish to make. Medical insurance
bonus Is the difference between contributions and the illustrative premium value of $500. The following
illustrative contribution schedule is assumed: 0 percent of gross income to $1,600, 5 percent of that
amount of gross income between $1,600 and $3,000, 10 percent from $3,000 to $4,500, and 25 percent
of gross income from $4,500 to $5,620; full participation is assumed. Contributions are deducted
from net family income in column as marked.

"1-.



TABLE 5.-FAMILY ASSISTANCE, ADMINISTRATION'S JUNE REVISIONS--BENEFITS POTENTIALLY AVAILABLE TO A 4-PERSON MALE-HEADED FAMILY IN PHOENIX, ARIZ.

Benefits potentially available
to only 6 percent of FAP

Benefits potentially available to 94 percent of FAP families nationwide families nationwide

Total Public
Federal housing-State, and Net cash Proposed bonus under Total net Family medical insurance 5

social Income schedule proposed cash, food,
Family Total gross security Cash Income less FHIP food stamp Net cash 1970Housing and public Premium

Earnings assistance I cash Income taxes 2 less taxes contributions bonus 3 6 and food Act4 housing value* Subsidy Total

0------------ $1600 $1600-------------- $1,600 $1,600 $840 $2,440 $1,180 $3,620 $500 $500 $4,120
720 1-,1600 2320 $37 2832,247 611 2,858 1,036 3 894 500 4644,358
1,000- 1,460 2,460 52 2,408 2,365 566 2,931 1,008 3,939 500 457 4,396
0.....o.96o 2 96 0 104 2,856 2,788 407 3,195 908 4,103 500 432 4

,000 460 2,460 156 3,304 3,188 248 3:436 808 4,244 500 384 628
,000 4,000 246 3,754 **3,584 76 3,660 675 4,335 500 330 4,685

6,00k 5,000 455 4, 535 *4j200--------------- 4;200 425 4,62550154,8
o600 912 5,o325 .325----------------- 5,325 175 5,500- ------------

:,000 , 640,-60886,088-------------- -6,088,-------------- -6,088o-----------
98000--- ----------------- 8,000 1,140 6, 860 **6,860--------------- 6,860--------------- 6:860 ------------ ------- 680

I-'



1* Medical insurance premium does not represent cash income available to families, and should not
be counted 4s part of total family income.

* Participation in the health plan has been assumed at these levels, although coverage here is
optional and It is likely that families at the higher contribution levels will opt for lower private
coverage.

• No deductions from gross income for private health insurance have been made for families not
receiving family health insurance plan subsidy, although such families would typically purchase
private coverage.

t Family assistance benefits are $1,600 for a family of 4 with no other income based on $500.each
for the 1st two persons, $300 each for succeeding persons. Family assistance benefits are reduced
50 percent for earnings, after the initial disregard of $720 for work-related expenses, and a single
deduction for Federal income taxes.

2 Federal income taxes computed on the schedule effective in 1972, assuming no surcharge. State
taxes are computed on current State schedules. Social security taxes reflect the increase from 4.8
to 5.2 percent of earnings up to $9,000 which will be-effective January 1971.

3 Food assistance is based on present estimates that the food stamp program will replace the sur-
plus commodity program in virtually all areas within the 1st year of operation of family assistance.
(New York City will commence a food stamp program in the fall of 1970.) Food stamp bonus is the
difference between the coupon allotment ($1,272) and the purchase price (31.8 percent of gross
income less $240).

'The housing bonus Is calculated on the basis of the proposed 1970 Housing Act (S. 3639). That
act sets a uniform system of rents for all subsidized rental housing, public and private, based upon
fixed percentages of family income after $300 is deducted from gross income for each c-hild In excess

of 2. On the 1st $3,500, families must pay 20 percent of net Income for rent; on the amount over
$3 500, 25 percent. (It Is assumed that application of the 20-25 percent rent-income ratio in the
private subsidy program woulre, In the aggregate, cover project operating costs. In the private program
subsidy is limited to principa l, and Interest on the capital cost of the project and the aggregate of all

roJect rents must be sufficient to cover project operating expenses.) The bonus is the difference
between prevailing private rents for housing of modest standards in the 4 cities, based on the most
recent determinations for relocation assistance payments, Form HUD 6148. InPhoenix the local
FHA insuring office's chief underwriter provided prevailing rents for standard housing in blue-collar
neighborhoods, plus utility allowances, since there Is no HUD-aided relocation program. It was
assumed that the required unit sizes were 2-bedroom units for 4 person families. The private annual
gross rents assumed are as follows: 2 bedrooms

Phoenix.......................---------------------------------------------- $1,500
Wilmington.....................--------------------------------------------- 1,020
Chicago........... ...........------------------------------------------------. 1,920
New York City.....................-------------------------------------------1,680

5The assumption here is that the family health insurance rogram would replace the present
medicaid program for families with a health Insurance policy avinga $500 premium value. This
oilcy value Includes no supplementation which the States might wish to make. Medical Insurance
onus Is the diterence between contributions and the illustrative premium value of $500. The follow-

ing illustrative contribution schedule Is assumed: 0 percent of gross Income to $1,600, 5 percent of
that amount of gross income between $1,600 and $3,000, 10 percent from $3,000 to $4,500 and 25
percent of gross income from $4,500 to $5,620; full participation is assumed. Contributions are
deducted from net cash income column. IA



TABLE 6.--FAMILY ASSISTANCE, ADMINISTRATION'S JUNE REVISIONS-BENEFITS POTENTIALLY AVAILABLE TO A 4-PERSON MALE-HEADED FAMILY* IN WILMINGTON, DEL

Benefits potentially available
to only 6 percent of FAP

Benefits potentially available to 94 percent of FAP families nationwide families nationwide

Total Public
Federal. housing

State, and Net cash Proposed bonus under Total net Family medical insurance
social income schedule proposed cash, food,

Family Total gross security Cash income less FHIP food stamp Net cash 1970 Housing and public Premium
Earnings assistanceI cash Income taxes 2 less taxes contributions bonus'3 and food Act 4 housing value * Subsidy Total

0 ............ $1,600 $1,60 $ 2,21600 $I,600 $840 $2,440 $700 $3,140 $500 $500 3,875

20 ------------ $1,600 2, 320 $37 2283 2t$247$611 2,858 556 3414 500 464 3,640
$1,000 - 1,460 2,460 52 2,408 2,365 566 2,931 528 3,459 500 457 3,916
tq 000 960 2,960 104 2,856 2,788 407 3,195 428 3,623 500 432 4,055

$300460 3,460 156 3,304 3,188 248 3,436 328 3,764 500 8 ,4
................ -4,000 245 3,755 *30595 76 3,661 195 3,856 500 330 4,186

004....................--0004544------:22 .201 500



- - -. V.~ ~ *J"~ flmnjnt avi~ar..

*Assumes a male-headed family not currently receiving AFDC-UF. A family currently receiving
UF would be "grandfathered" to protect from loss.

**Medical insurance premium does not represent cash income available to families, and should
not be counted as part of total family income.

*"Participation in the health plan has been assumed at these levels, although coverage here is
optional and it is likely that many families at the higher contribution levels will opt for lower private
coverage.

****No deductions from net income for private health insurance have been made for families not
receiving family health insurance plan subsidy, although such families would typically purchase
private coverage.

I Family assistance benefits are $1,600 for a family of 4 with no other income, based on $500 each
for the 1st 2 persons, $300 each for succeeding persons. Family assistance benefits are reduced
50 percent for earnings, after the initial disregard of $720 for work-related expenses, and a single
deduction for Federal income taxes.

2 Federal income taxes computed on the schedule effective in 1972, assuming no surcharge. State
taxes are computed on current State schedules. Social security taxes reflect the increase from 4.8
to 5.2 percent of earnings up to $9,000 which will be effective January 1971.

3 Food assistance is based on present estimates that the food stamp program will replace the sur-
plus commodity program in virtually all areas within the 1st year of operation of family assistance.
(New York City will commence a food stamp program in the 'all of 1970.) Food stamp bonus is the
difference between the coupon allotment ($1,272) and the purchase price (31.8 percent of gross
income less $240).

' The housing bonus is calcualted on the basis of the proposed 1970 Housing Act (S. 3639). That
act sets a uiniform system )f rents for all subsidized rental housing, public and private, based upon
fixed percentages of family income after $300 is deducted from gross income for each child in excess

BEST AVAILABLE COPY

of 2. On the 1st $3,500, families must pay 2U percent uo i ietL ,.fi"Wi, .-i- ..
$3,500, 25 percent. (It is assumed that application of the 20-25 percent'rent-income ratio in the
private subsidy program would, in the aggregate, cover project operating costs. In the private program
subsidy is limited to principal and interest on the capital cost of the project and the aggregate of all
project rents must be sufficient to cover project operating expenses.) The bonus is the difference
between prevailing private rents for housing of modest standards in the 4 cities, based on the most
recent determinations for relocation assistance payments, Form HUD 6148. In Phoenix the local
FHA insuring office's chief underwriter provided prevailing rents for standard housing in blue-collar
neighborhoods, plus utility allowances, since there is no HUD-aided relocation program. It was
assumed that the required unit sizes were 2-bedroom units for 4-person families. The private annual
gross rents assumed are as follows:

2 bedrooms
Phoenix... .. ... .. ... .. ... ..-------------------------------------------------$1,500
Wilmington.. . .. . .. . .. . .. . ...------------------------------------------------ 1,020
Chicago.. .. .. .. .. .. .. .. .. ..-------------------------------------------------- 1,920
New York City.. .. .. .. . .. .. .. ...---------------------------------------------- 1,680

5 The assumption here is that the family health insurance program would replace the present
medicaid program for families with a health insurance policy having a $500 premium value. This
policy value includes no supplementation which the States might wish to make. Medical Insurance
bonus is the diffrence between contributions and the illustrative premium value of $500. The follow-
ing illustrative contribution schedule is assumed: 0 percent of gross income to $1,600, percent of
that amount of gross income between $1,600 and $3,000, 10 percent from $3,000 to $4,500 and 25
percent of gross Income from $4,500 to $5,620; full participation is assumed. Contributions are
deducted from net cash income column. i.

I.



TABLE 7.-FAMILY ASSISTANCE, ADMINISTRATION'S JUNE REVISIONS-BENEFITS POTENTIALLY AVAILABLE TO A 4-PERSON MALE-HEADED FAMILY * IN CHICAGO, ILL.

Benefits potentially available
to only 6 percent of FAP

Benefits potentially available to 94 percent of FAP families nationwide families nationwide

Total Public
Federal housing

State, and Net cash Proposed bonus under Total net Family medical insurance 6
social income schedule proposed cash, food,

Family Total gross security Cash income less FHIP food stamip Net cash 1970Housing and public Premium
Earnings assistance 1 cash income taxes 2 less taxes contributions bonus 3 and food Act 4 housing value ** Subsidy Tota

$720 ........
$1,000-----

$2,000----- 
$3,000 -------
$4,000........

$1,600
1,600
1,460

960
460

$5,000------------------
$6,000 ....................
$7,000 ---------------

$8,000 ---------------
$9,000 ---------------

$1,600
2,320
2,460

2,960
3,460
4,000

5,000
6,000
7,000

8,000
9,000

$37
52

104
156
236

441
655
880

1,093
1,320

$1,600
2,283
2,408

2,856
3,304
3,764

4,559
5, 345
6, 120

$1,600
2,247
2,365

2,788
3,188
3,594
4, 214

**** 5,345
* 6,120

$840
611
566

407
248
76

6,907 **** 6,907---------
7,680 **** 7,680----------

$2,440
2,858
2,931

3,195
3,436
3,670

4,214
5, 345
6, 120

6,907
7,680

$1,600
1,456
1,428

1,328
1,228
1,095

845
595
345

95

$500
500
500

500
500
500

500

$4,040
4,314
4,359

4,523
4,664
4,765

5, 059
5,940
6,465

7,002
7,680

$500
464
457

432
384
330

155

$4,540
4,778
4,816

4,955
5,048
5,095
5 214
5,940
6,465

7,002
7, 680

b--,



* Assumes male-headed family not currently receiving AFDC-UF. A family currently receiving
AFDC-UF would be "grandfathered" to protect from loss.

** Medical insurance subsidy does not represent cash income available to families, and should not
be counted as part of total family Income.

***Participation in the health plan has been assumed at these levels, although coverage here is op-
tional and itis likely that familes at the higher contribution levels will opt for lower private coverage.

****No deductions from net income for private health insurance have been made for families not
receiving family health insurance plan subsidy, although such families would typically purchase
private coverage.

I Family assistance benefits are $1,600 for a family of 4 with no other income, based on $500 each
for the 1st 2 persons, $300 each for succeeding persons. Family assistance benefits are reduced
50 percent for earnings, after the initial disregard of $720 for work-related expenses, and a single
deduction for Federal income taxes.

2Federal income taxes computed on the schedule effective in 1972, assuming no surcharge. State
taxes are computed on current State schedules. Social security taxes reflect the increase from 4.8
to 5.2 percent of earnings up to $9,000 which will be effective January 1971.

3 Food assistance is based on present estimates that the food stamp program will replace the sur-
plus commodity program in virtually all areas within the 1st year of operation of family assistance.
(New York City will commence a food stamp program in the fall of 1970.) Food stamp bonus is the
difference between the coupon allotment ($1,272) and the purchase price (31.8 percent of gross
income less $240).

4 The housing bonus is calculated on the basis of the proposed 1970 Housing Act (S. 3639). That
act sets a uniform system of rents for all subsidized rental housing, public and private, based upon
fixed percentages of family income after $300 is deducted from gross income for each child in excess

of 2. On the 1st $3,500, families must pay 20 percent of net Income for rent; on the amount over
$3,500, 25 percent. (It is assumed that application of the 20-25 percent rent-income ratio in the
private subsidy program would, in the aggregate cover project operating costs. In the private program
subsidy is limited to principal and interest on the capital cost of the project and the aggregate of all
project rents must be sufficient to cover project operating expenses. The bonus is the difference
between prevailing private rents for housing of modest standards in the 4 cities, based on the most
recent determinations for relocation assistance payments, Form HUD 6148. In Phoenix, the local
FHA insuring office's chief underwriter provided prevailing rents for standard housing in blue-collar
neighborhoods, plus utility allowances, since there is no HUD-aided relocation program. It was
assumed that the reqi'ired unit sizes were 2-bedroom units for 4 person families. The private annual
gross rents assumed a-e as follows:

2 bedrooms
Phoenix.. .. . .. . .. .. . .. . ...-------------------------------------------------- $1,500
Wilmington.. .. . .. .. . .. .. . ...-------------------------------------------------1,020
Chicago.. .. . .. . .. .. . .. . ...---------------------------------------------------1,920
New York City.. .. . .. . .. . .. . ...-----------------------------------------------1,680

The assumption here is that the family health insurance program would replace the present
medic id program for families with a health insurance policy having a $500 premium value. This
policy value includes no supplementation which the States might wish to make. Medical insurance
bonus is the diffrence between contributions and the illustrative premium value of $500. The follow-

ing illustrative contribution schedule is assumed: 0 percent of gross income to $1,600, 5 percent of
that amount of gross income between $1,600 and $3,000, 10 percent from $3,000 to $4,500, and 25
percent of gross income from $4,500 to $5,620; full participation is assumed. Contributions are
deducted from net cash income column.

I.



TABLE 8.-FAMILY ASSISTANCE, ADMINISTRATION'S JUNE REVISIONS-BENEFITS POTENTIALLY AVAILABLE TO A 4-PERSON MALE-HEADED FAMILY* IN NEW YORK CITY, NY.

Benefits potentially available
to only 6 percent of FAP

Benefits potentially available to 94 percent of FAP families nationwide families nationwide

Total Public
Federal Net cash housing

State. and income Proposed bonus under Total net Family medical insurance 5
social less health schedule proposed cash. food,

Family Total gross security Cash income insurance food stamp Net cash 1970Housing and public Premium
Earnings assistance I cash income taxes 2 less taxes contributions bonus 3 and food Act I housing value ** Subsidy Total

0 ------------ $1,600 $1,600,---------------$1,600 $1,600 $840 $2,440 $1,360 $3,800 $500 $500 $4,300
$720-..---. 1,600 2,320 $37 2,2832,247 611 2,858 1,216 4,074 500 464 4,538
$1,000. 1,460 2,460 52 2, 408 2, 365 566 2,931 1, 188 4,119 500 457 4, 576

$2,000. 960 2,960 104 2,856 2,788 407 3, 195 1,088 4,283 500 432 4,715
$3,000- 460 3, 460 156 3, 304 3, 188 248 3, 436 988 4, 424 500 384 4, 808
$4,000--------------------- 4,000 237 3,763 ***3, 593 76 3,669 855 4,524 500 330 4,854

$5 000--------------------- 5, 000 458 4, 542 ***4 197-4,197 605 4, 802 500 155 4, 957
$6,000--------------------- 6,000 689 5,311 ****5311-5,311 355 5,666.------------------5,666
$7,000--------------------- 7,000 939 6,061 ****9,061-6,061 105 6,166-----------,166

$8,000--------------------- 8,000 1,178 6,822 ****6,8226-------------- -6,8226-------------- -6,822-----------822
$9,000--------------------- 9, 000 1,437 7,563 ****7,5637--------------7, 5637--------------7, 563-----------,563

i.
i.



* Assumes g male-headed family not currently receiving AFDC-UF. A family currently receiving
UF would be "grandfathered" to protect from loss.

**Medical insurance premium does not represent cash income available to families, and should not
be counted as part of total family income.

***Participation in the health plan has been assumed at these levels, although coverage here is op-
tional and it is likely that many families at the higher contribution levels will opt for lower private
coverage.

****No deductions from net income for private health insurance have been made for families not
receiving family health insurance plan subsidy, although such families would typically purchase
private coverage.

1 Family assistance benefits are $1,600 for a family of 4 with no other income, based on $500 each
for the 1st 2 persons, $300 each for succeeding persons. Family assistance benefits are reduced
50 percent for earnings, after the initial disregard of $720 for work-related expenses, and a single
deduction for Federal income taxes.

2 Federal income taxes computed on the schedule effective in 1972, assuming no surcharge. State
taxes are computed on current State schedules. Social security taxes reflect the increase from 4.8
to 5.2 percent of earrings up to $9,000 which will be effective January 1971.

3 Food assistance is based on present estimates that the food stamp program' will replace the sur-
plus commodity program in virtually all areas within the 1st year of operation of family assistance.
(New York City will commence a food stamp program in the fall of 1970.) Food stamp bonus is the
difference between the coupon allotment ($1,272) and the purchase price (31.8 percent of gross
income less $240).

4 The housing bonus is calculated on the basis of the proposed 1970 Housing Act (S. 3639). That
act sets a uniform system of rents for all subsidized rental housing, public and private, based upon
fixed percentages of family income after $300 is deducted from gross income for each child in excess

of 2. On the 1st $3,500, families must pay 20 percent of net income for rent; on the amount over
$3,500, 25 percent. (it is assumed that application of the 20-25 percent rent-income ratio in the
private subsidy program would, in the aggregate, cover project operating costs. In the private program
subsidy is limited to principal and interest on the capital cost of the project and the aggregate of all
project rents must be sufficient to cover project operating expenses.) The bonus is the difference
between prevailing private rents for housing of modest standards In the 4 cities, based on the most
recent determinations for relocation assistance payments, Form HUD 6148. In Phoenix, the local
FHA insuring office's chief underwriter provided prevailing rents for standard housing in blue-collar
neighborhoods, plus. utility allowances, since there is no HUD-aided relocation program. It was
assumed that the required unit sizes were 2-bedroom units for 4 person families. The private annual
gross rents assumed are as follows:

2 bedrooms
Phoenix.. . . .. . . . .. . . .. . ..--------------------------------------------------$1,500
Wilmington.. . .. . .. . .. . .. . ...------------------------------------------------ 1,020
Chicago.... . .. . .. .. . .. . ...---------------------------------------------------1 , 920
New York City.. . .. . .. . . .. . .. ..----------------------------------------------1,680

The assumption here is that the family health insurance program would replace the present
medicaid program for families with a health insurance policy having a $500 premium value. This
policy value includes no supplementation which the States might wish to make. Medical insurance
bonus is the difference between contributions and the illustrative premium value of $500. The follow-
ing illustrative contribution schedule is assumed: 0 percent of gross income to $1,600 5 percent of
that amount of gross income between $1,600 and $3,000l 10 percent from $3,000 to t4,500, and 25
percent of gross income from $4,500 to $5,620; full participation is assumed. Contributions are
deducted from net cash income column.
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(Departmental response to material requested by Senator Curtis at page 589)

ESTIMATED COST OF SENATOR MCCARTHY'S, S. 3780

Welfare reform legislation introduced by Senator Eugene McCarthy (S. 3780)
would provide an annual allowance of $5,500 to a family of four with no other
income. The following chart shows IE\Vs estimate of this bill's costs and
coverage for 1971 and 1076:

COSTS AND COVERAGE OF S. 3780

Program Program coverage (millions)
costs

Data for- (bitlins) Households Recipients

1971 ............................................................. $55.8 29.4 97.8
1976 ------------------------------------------------------------ 42.8 22.1 69.8

(Departmental response to material requested by Senator Miller at page 597)

ALTERNATIVES PRESENTED IN TIE EARNINGS DISREGARD

The structure of the Federal portion of Family Assistance as now proposed
is a basic allowance of $1600 with no "tax" on the first $720 of earnings and
a "tax" of 50 percent on all earnings above $720. As the following example will
demonstrate, the use of a work expense exemption which replaces the $720
earnings disregard with one which increase with the level of earnings will not
chanil-e the basic structure of PAPD.

Instead of the flat exemption of $720, we could allow a flat exemption of only
$360 plus an exemption which increases with earned income, e.g. by one-tenth
of ai earned income above $360. The effect of such a modification in the exemp-
tion is that the PAP recipient has only $360 exempt from "taxation" instead of
$720, and pays a "tax" of 45f1 on every dollar earned above $360 instead of
a "tax" of 500 on every dollar above $720. It Is clear that the basic structure of
PAlP has not been altered at all, although the "tax" rate and "tax-exempt" in-
come level have both been lowered. All proposals for work expense disregards
which permit some exemptions independent of the level of income will generate
exactly the same basic structure for FAP.

The fiat exeml)tion of $720 could be eliminated completely and replaced with
an exemption completely determined by the amount of earnings. For example,
the cxenption could be set at 20% of earnings. A work expense exemption
strictly prol)ortional to income results in the "tax rate" on earned income being
reduced (in this case by 20%, from 50% to 40%) and the elimination of an
income range in which no "taxes" are paid. It would be simpler to produce
this result directly by reducing the "tax" rate to the desired level and eliminating
any exemptions for work expenses.

In this context it should be noted that work expenses are not directly related
to income level, and thus a structure for PAP which implicitly assumes pro-
I)ortionality is inequitable and may introduce some disincentive effects. In
addition to income, work expenses are dependent upon the nunbe-. of family mem-
be 4 who are in the labor force, the number of days that these people are in the
labo,, force, and the character of the occupations in which they are engaged.

Present practice is generally to allow actual work expenses. This is admin-
istratively cumbersome and inefflelent; the earnings disregard achieves much
of the intent of an actual work expense allowance while eliminating the ad-
xmini strative complexities of present procedures.

(Departmental responses to material requested by Senator Miller at page 599)

OPTIONS FOR REDUCING WELFARE ROLLS

Dinring the July hearings before the Senate Finance Committee, a staff
report indicated that FAP and the adult assistance programs would cover 24%
of Kentucky's total population. This figure was based on an erroneous estimate
of the State's population supplied by the Census Bureau. Using the correct
polmlation figure, we would estimate that 16% would be covered by these
programs.

'The tax rate is 50% of earnings over the exempt amount; however, the exemption
increases by 101 of earnings, thereby reducing the tax rate by 10% (from 50% to 45%).
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It it were desirable to reduce this eligibility rate to 12%, or one out of eight
Kentucky residents, there would be a variety of ways to accomplish such a
reduction. All of these alternatives would have disadvantages, however. A
reduction of the basic allowance would have to be rather significant-say from
$1600 to $1200--to cut eligibility to 12% of total population. Raising the tax
rate from 50% to 60% would have the desired effect, but at the price of reduced
work incentives. A split allowance scheme (e.g., $1600 for SMSA families, $1360
for non-SMSA families) moves in the right direction, but non-SMSA allowances
would probably have to be set at about 60% of SMSA allowances in order to
have a large reduction In coverage.

Of course, actual participants in Kentucky should be much less than 16%
of the total population, since participants will be less than 100% of eligibles.
Participants would probably number no more than 10%-12% of the total popula-
tion. Participants in existing welfare programs constitute about 6% of Kentucky's
total population.

NU MBER ELIGIBLE FOR FAMILY ASSISTANCE TO RECEIvE LESS THAN $100 PER IONTH

Of the 3,678,000 families estimated as eligible for Family Assistance benefits
in 1971, 207,000 or 5.6% would be eligible for annual payments of $100 or less.
There would be 975,000 persons in these families or 5.3% of the 18,45R,000 total
persons in families eligible for benefits.

(Departmental response to material requested by Senator Miller at page 601)
OPTIONS FOR REDUCING TIE NUMBER OF FAMILY ASSISTANCE RECIPIENTS, INCLUD-

ING INCREASING TIE INCOME ALLOWANCES UNDER THE FEDERAL INCOME TAX
STRUCTURE

There are limitations to the use of Increasing the deductions and exemptions
under the Federal Income tax for low income families who are potential Family
Assistance recipients. The Administration has proposed, for the purposes of cal-
culating eligibility and payment levels under Family Assistance and State sup-
plements, that income be counted net of Federal income toaxvs. Thik :a iendment
was submitted in order to reduce the effective benefit reduction rate and thereby
increase incentives to earn more. The result is that families receiving Family As-
sistance only receive a benefit that is higher by 50 percent of their tax liability.

This amendment will add very few families to the Family Assistance caseload
because of the new Federal income tax provisions which will be In effect in 1972.
These provisions raise the level at which income is taxable to $3,800 for a family
of four, assuming no surcharge. Therefore, for families receiving solely Family
Assistance, only the range of earned Income between $3,800 and $3,920 will be
taxable, and only a few families above $3920 will be made eligible for Family
Assistance because of this deduction. The cost of this change is small, but the
work incentive effects could outweight these costs.

The provision for deduction of Federal taxes from income would also be
applied to recipients of State supplementary payments. The Federal cost of this
provision (including the deduction under Family Assistance) Is estimated at
approximately $20 to $40 million in 1972. This provision seems especially impor-
tant, however, In view of the higher reduction rate applied to benefits under
State supplement plans--67 percent as opl)osed to 50 percent under Family Assist-
ance. Federal income taxes rise more sharply in the range of income above the
Family Assistance cut-off: for example, a woman qualifying as head of household
with three children would pay an estimated $28 at $1,000 of earnings, but $336 at
$6,000. We feel that the added cost and the slightly greater caseload which this
provision may entail will pay off in terms of increased work effort and a lower
marginal rate.

Further increasing the exemptions and deductions under the Federal income
tax, of course, is beyond the Jurisdiction of HEW but the potentially high cost
of lost revenues would have to be weighed carefully against the objective of
reducing Family Assistance caseloads.

Since we have not proposed to allow deductions for Social Security taxes
paid, elimination of contributions to Social Security for low Income persons
would not affect Family Assistance costs or caseloads. This step would be un-
desirable for other reasons, however, for it would undermine the conception of
Social Security as a contributory, earnings-related plan to provide for a worker's
retirement, disability, or death.

Other options for reducing the Family Assistance caseload have been dis-
cussed at other points in the record. These include consideration of establish-
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ing a different poverty line for rural and urban recipients (see insert on page
1157), reduction of the basic allowance and increasing the "tax" rate on earnings
(page 1157, using Kentucky as an examl)le) and elimination of recipients eligible
for less than a minimum payment (page 1157).

(Departmental response to material requested by Senator Williams at page 705)

INCONSISTENCY IN THE OVERPAYMENT PROVISIONS

The provision relating to the treatment of overpayments under Part I) (See-
tion 446(b)) and the provision relating to overpayments under the odult cate-
gories (Section 1606) are inconsistent. This is due to the fact that the phrase
"with a view to avoiding penalizing members of the family who were without
fault in connection with the overpayment" was deleted from Section 446(b) in
the Administration's revision but retained in Section 1606.

The result is that an individuals fault In creating the overpayment will be
a factor in determining whether recovery will be made with respect to the adult
categories but it will not be a factor with respect to recovery of PAP overpay-
ments. This would mean that we will consider waiving recovery of Title XVI
overpayments only when the Individual was blameless, whereas we will con-
sider waiving recovery of FAP overpayments in all cases, regardless of whether
the recipient willfully misinformed us or failed to inform us of the event causing
the overpayment.

We intend to recommend that a "without fault" provision be reinserted in
Section 446(b) and identical language be substituted for the provision In See-
tion 1606. A common "without fault" provision is essential to both sections since
the other requirements (i.e., "defeat the purposes of this title, or against equity
or good conscience") will be met In almost all cases.

We would not retain the language currently in Section 1606 which implies that
family members who were without fault would continue to receive payment, (i.e.,
"with a view to avoiding penalizing individuals who were without fault"). Such
an interpretation would, in effect, penalize a family for timely reporting, thereby
creating strong disincentives to report events which affect payment.

(Departmental response to material requested by Senator Williams at page 708)

FEDERAL MATCHING FOR ADULT CATEGORY PAYMENT LEvELS

Section 1604, which permits the Secretary to set a maximum on the adult
category payment levels that would be subject to Federal matching, is in-
tended to give the Federal Government some element of fiscal control over the
program, rather than leaving expenditure solely up to the States' determina-
tion. Such a ceiling on matching now affects a number of States under current
law.

The Secretary has not yet made a determination on exactly what this match-
ing limit should be. However, the estimates for Increased spending on the adult
programs to which the Administration Is committed have assumed that the ceil-
ing would be above the average payment level in all States for the first year un-
(ier the new law.

(Departmental response to material requested by Senatoi Fannin at page 713)

EXPLANATION OF )IVERGENCES IN CERTAINx FIGURES

The demographic characteristics data prepared for families covered by the
Family Assistance Plan as revised on June 10, 1970 will differ from the cor-
responding data for the House-passed bill (H.R. 10311 for several reasons. The
most Important reasons have to do with the population data bases tnd the esti-
mating procedures used in assessing the two bills.

The data on recipients under It.R. 16311 as passed by tho House were esti-
mated by the application of an Urban Institute computer model to the 1967
Survey of Economic Opportunity. The survey data, which reflect incomes earned
during calendar year 1966, were projected forward to 1971 and later years using
growth factors for different population segments and different types of income.
The model then estimated, for these projected populations, the extent of the
Family Assistance Plan's coverage and the characteristics of covered families.

The recipient characteristics for the revised bill, on the other band, were a
product of a different data base and computer model. The data used were from
the 1969 Current Population Survey and reflect 1968 incomes. These data were
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also projected to 1971 and future years, but more rellned growth factors were
used than was the case with the prior estimates and additional fenmale-headed
families were added to eliminate apparent inconsistencies between the survey
data and actual AFDC program statistics. This different data base was processed
by a computer model developed by the Social Security Administration. While
similar to the Urban Institute model, it is in several respects an improved ver-
sion of that earlier model and should produce estimates of greater reliability.

Since tie bulk of the June 10th revisions had little or no effect on FAP cover-
age, it appears that differences in the demograplhy of families covered under the
two bills are primarily a result of shifting the estimating process over to a more
recent data base, using better projection techniques, and processing the data with
a more precise estimating model.

(Departmental response to material requested by Senator Fannin at page 717)

ESTIMATED ADULT CATEGORY RECIPIENTS UNDER CURRENT LAW AND UNDER H.R. 16311

Estimated average monthly
caseload, fiscal year 1971

Category Current law H.R. 16311

Old age assistance ------------------------------------------ ------------ 2,131,100 2,204,400
Aid to the blind ------------------------------------------------------------ 81,400 84,200
Aid to the permanently and totally disabled ----------------------------------- 844,600 938,300

Total ---------------------------------------------------------------- 3,057,100 3,226,900

No recent data are current available on the income distributions for the total
populations of the disabled and the blind. The following table shows the distribu-
tion of the aged by income levels.

INCOME DISTRIBUTION FOR ALL PERSONS OVER AGE 65, 1967

TABLE 1.-INCOME SIZE: PERCENTAGE DISTRIBUTION OF AGED UNITS BY MONEY INCOME CLASS, 1967

t'onmarried persons
Married

Total money iicomb All units couples Total Men Women

Number (in thousands):
Total ------------------------------------- 15,779 5,989 9,789 2,356 7,434
Reporting on income ------------------------ 12, 186 4,417 7,770 1,954 5,816

P-arceptage of units --------- ------------- 100 100 100 100 100
Less thin $1,000 .----------------.------------ 21 3 31 20 36
$1,000 to $1,499 ----------------------------- 19 6 26 23 27
$1,500 to 1,999 -------------------------------- 14 1! 16 18 15
$2,OO to $2,499 -------------------------------- 1 0 12 10 15 8
S2,500 to $2,999- ..------------------------ 7 11 5 7 4
3,0o0 to $3,499 -------------------------------- 6 10 3 4 3

$3,5O to $3:999 -------------------------------- 4 9 2 3 1
$4,000 to $4,999 ------------------------------- 6 11 3 4 2
$5,000 to $7,499 ------------------------------ 7 15 2 3 2
$7,500 to $9,999 -------------------------------- 3 7 1 2 1
$10,00 to $14,999 ------------------------------ 2 3 1 1 1
$15,000 or more ------------------------------ 1 2 1 1 1

Median income -------------------------------- $1,828 $3,373 $1,306 $1,692 $1,227

Source: "Preliminary Findings from Social Security Survey of the Aged, 1968," U.S. Department of Health, Education,

and Welfare (April 1970),

(Departmental response to material requested by Senator Miller at page 851)

CONSEQUENCES OF REFUSING 'O PARTICIPATE IN NWIX WITHOUT GOOD CAUSE

DEPARTMENT OF IIEALTII, EDUCATION, AND WELFARE,
OFFICE OF THE SECRETARY,

11u'ashigtton, D.'., August 27, 1970.
Mr. 'To_\ VAIL,
Chief Coupscl, Committce on I.'nance,
1U'.8. ,Scnate,
1"rashington, D.C.

1)EAR 'tM. VAIL: In response to your letter of August 12, 1970. we have pre-
pared the attached memorandum for Insertion in the record, as requested. The
immorandun explains what happens to individuals who refuse participation in
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WIN without good cause and Indicates that we have no reason to believe that
welfare agencies are not dealing with these individuals as required by the
regulations.

Since disposal of these individuals is based on regulations which have specific
provisions-as does the legislation-we have included the regulations in our
presentation and have related disposition of various groups who whould le In-
cluded in the refusing to participate, to the regulations governing them.

Sincerely,
HOWARD COHEN,

Deputy Assistant Secretary
for Welfare Legislation.

Attachment.

For the record: What happens to individuals who refuse without good cause
to accept work or training offered to them under WIN.

The matter of what happens to individuals reported statistically as having
refused without good cause to accept work or training offered to them under
WIN involves a number of different situations. D/HEW regulations governing
the action of welfare agencies in such cases are based directly on the legislation
which spells out the procedures. The regulations, 45 CFR 220.35(a) (6), (7),
(8), and (16) are quoted below:

(6) (1) If and for so long as an individual described in and referred pursuant
to subparagraph (1) (1) of this paragraph (2) has been determined by the Man-
power Agency to have refused without good cause to participate in the Work
Incentive Program or to accept a bona fide offer ef employment in which he is
able to engage;

(a) If such individual Is a relative receiving AFDC, his needs will not be
taken Into account in determining the family's need for assistance, and
assistance in the form of protective or vendor payments or of foster care
will be made;

(b) If such individual is the only dependent child In the family, assistance
for the family will be denied;

(c) If such i] livi(lual is one of several dependent children in the family.
assistance for such child will be denied and his needs will not be taken into
account In deter.nining the family's needs for assistance; and

(d) If such individual Is not a recipient, his needs will not be taken into
account in deternrining the family's need for assistance.

(It) If an indivIdual referred on a voluntary basis pursuant to subpara-
graph (1) (it) of this paragraph (a) discontinues participation in the Work
Incentive Program, he and his family are not subject to the provisions of
subdivision (1) of this subparagraph (6).

(7) Each individual described in subparagraph (6) (1) of this paragraph (a)
will, for a period of 60 days, be provided counseling or other services aimed at
persuading him to participate in the Work Incentive Program or take employ-
meat in which he is able to engage.

(8) With respect to each individual described in subparagraph (6) (i) of
this paragraph (a), the actions specified therein shall not be taken during the
period of 60 days in which he is being provided the services referred to In
subparagraph (7) of this paragraph, except that In the case of the Individual
described in subparagraph (6) (1) (a) of this paragraph (a), assistance In the
form of protective or vendor payments will be made on behalf of him and his
family.

(16) In the event an individual who has been referred to the Work Incen-
tive Program refuses to accept employment which Is offered to him hy an
employer, whether directly or through the employment service or the welfare
agency, the determination as to whether the offer was bona fide or there was
good cause to refuse the offer will be made only by the Manpower Agency (after
providing opportunities for fair hearing) and will be binding on the welfare
agency.

Several regulations warrant particular note in regard to the conclusion
reached by the staff of the Senate Finance Committee, in the report titled
"Material Related to Work and Training Provisions of Administration Revision
of II.R. 16311" that "refusal to participate in WIN seldom results in loss of
welfare payments."

1. The only AFDC cases which would be closed because of refusal to participate
without good cause In WIN would be those having only one dependent child in
an AFDC family who was the Individual referred to WIN, and who refused
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to return to WIN after 60-days of counseling by the welfare agency (220.35(a)
(6) (b)). The figure of 200 for the number of AFDC cases terminated because of
refusal to participate (on page 15 of the staff report) Is not considered an
unreasonable one for case closings under the limitations Imposed by the Iegisla-
tion. However, the loss of welfare payments represented by this accounting
is an understatement of the true loss of welfare payments (see number 3 below
and the paragralph that follows it).

2. No sanctions are applicable to voluntary referrals who drop out of WIN
for any reason (220.35(a) (6) (i). The statistics available on refusal to partic-
ipate do not indicate how many individuals returned to welfare are rnandatfiry
referrals and how many are voluntary. However, 70% of WIN enrollments are
AFDC mothers and a good many of these are voluntary (sonic 20 States refer
mothers on a voluntary basis, including California which has the largest WIN
program in the nation). It is likely that the statistics therefore Include a large
number of voluntary referrals against whom no sanctions are indicated and
whose refusals would result in no loss of welfare payments.

3. Loss of welfare payments involves not only families who are terminated
from public assistance because of the refusal of a sole dependent child to par-
ticipate (as noted In point 1 above), but also those persons whose needs(1 are
removed from the family's welfare grant because of their refusal to participate
(220.35(a) (6) (a, c, d). Unfortunately, we do not have figures on the numbers
of Individuals in the latter group. However, the loss of welfare payments to this
group should not be overlooked.

Persons whose names are returned to welfare as having refused to participate
in WIN without good cause are discovered to be liu various circumstances: Some
have refused to enter the program or simply dropped out of it and got their own
jobs (they will show up in AFDC statistics as cases closed because of increased
income) ; some have moved away or dropped out of sight (they will show up in
AFDC statistics as closed cases) ; some have remarried and are able to be sup-
ported by their new husbands (they will show up In AFDO statistics as closed
cases because of increased income). All these closed cases naturally result il a
cessation of welfare payments. Others have been returned and found to have
become inappropriate (breakdown it health, family problents, etc.) and remain
on welfare without sanctions; others are returned to labor after 60-days of coun-
seling (Labor Department statistics show 1200 individuals re-entered referrals
who remain on Welfare without sanctions and probably at a later (late, when
the situation which caused them to drop out Is remedied, will return to WIN.

Although we do not have the complete picture of what happens to individuals
returned to welfare agencies, we have sonic evidence that welfare agencies are
dealing with the problem. Replies made to the staff of the louse Committee on
Ways and Means In response to a questionnaire sent to 29 States and local wel-
fare agencies and Employment Service offices inquiring about WIN actlvitles
give description by the Ewployment Service of what happened to sonic inlivid.
uals returned to welfare because of refusal to participate, and provide some in-
sight into the complexities involved. Summaries of the replies made by the Em-
ployment Service (the question was not put to the welfare agencies) are given
here for location In seven States covered in the questionnaire.

The summaries:
Utah.--The majority of individuals who were terminated for refusal to par-

ticipate without good cause were returned to welfare for continued social serv-
ices. The majority of women entered the program on a voluntary basis and the
sanctions were not applicable. For the majority of men, a restriction was placed
upon their welfare grant (protective payment). Most of the.-e men were later re-
ferred back to the WIN program and they are currently in the program.

Ncw York.-Oneida County reported that of five persons who refused to par-
ticipate without good cause, follow-up showed one Individual remarried (case
clo-ed), two individuals were employed (case closed), one individual could not
be located (case closed) and one Individual moved away (case close(l).

Marylanid.-Thirty persons refused to )articipate and 11 were referred back
to the welfare agency. Since all who refused to participate were voluntary refer-
ral.: to WIN, the samm.tions were nut applicable and the persons ,ouhl lie con-
tinued on AFDC and be considered for referral again when participation becomes
more feasible.

Iiriorn ing.-Two persons refused to participate without good cause. They were
referred back to welfare. One was cut from AFDC by welfare; the other went
for 60-days of counseling and has been re-enrolled In the program.
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.1lliie.otrI.--St. l'aiil, 1aili5ey C(ounty reporled 12 persons refusing to (ontlnue
parli'ipation in WIN. Thse were mothers who are free to enter WIN and are
aiso able to leave WIN without any puIlitive actim i lel)g Ilitiated. lhecause of
thi., tle category 'erminated without good rause," has very little niamiltig in
Minnesota.

i.ris.---~iillila reported 30 (ie facto or stated refusals to participate. Moth-
ers who terminated without good caue have, ill most Cases. been alsorbhed hac
into the regular welfare caseload. Fathers terminated without good vaius, have
either reconsidered their decisions after sanctions were called and have been
r-referred to the WIN prograii or, in fie majority (if Cas-es, have obtained via-
ployment and heeni removed fromn welfare rolls.

('olorado.-I)enver reported that individuals terminated without good cause
are referred back to the %velfare department for participation it a 60-day coun-
seliig period after appeal rights (at labor) have been exhausted.

We are issuing a communication to our Regioml offices instructing them to
strengthen their monitoring systems on welfare activities lit WIN so that more
information will be provided In the area of refiusals without good cause. We are
also working with the National Center for Social Statistics to Include ill the
Social and Rehabilitation Service reporting system some ad(ditioll questions
that will provide more statistical data about the iulviduals returned to welfare
agencies by the Employment Service because of refusal to participate in work
or training without good cause. We have no evidence that welfare agencies are
not conforluming with tile regulations governing dIsposition of individuals who r-
fuse without good cause to participate lit work or training under WIN, and con-
sequently we have no cause to threaten discontinuance of Federal funls. If such
evidence is found, we shall take the proper steps.

Questions Submitted by Senator Williams With Departmental Responses

(Referred to at page 762 of the hearings.)

PROHIBITION OF IENS IN ADULT CATEGORIES

Question. Mr. Secretary, in your original submittal to the Congress you recom-
n('nded that the States be prohibited from placing liens on the property of old-
age assistance, blind and disabled recipcn ts. The Committee on Ways and Means
eliminated this prorision from the bill and you hare not recommended the rein-
slit ution of lic prorision in your revised proposal.

1'hat is your position on this matter and would you recommend that thi s pro-
vision be put back in the bill? You rCcominend that there should. be no imposi-
tion of licns under the FAP program (P. 32, 1. 9-15). 1Ihy should the!, be allowed
under the adult categories if they are prohibited tinder FAP?

Answer. The Administration recommended in its original submittal a pro-
hibition against States placing liens on property of aged, blind or disabled
recipients. These have been a matter of State discretion and have been very dis-
tasteful to many applicants. In this sense they have probably served as a deter-
rent to application and effected some saving in costs. There Is always the ques-
tion of wheth,-r the individual who is deterred by such a provision actually re-
ceives sufficient food and other necessities from other sources or whether he lives
oin a deprived basis to avoid the threat which a lien on property may represent,
particularly to older persons.

The Committee on Ways and Means considered the provision at some length
and concluded that it should remain a matter of State discretion. While as a
matter of public policy we believe it would be better "o eliminate liens, we have
accepted the judgment of tht Ways and Means Committee and have not recom-
mended retnstitution of the prohibition.

RESPONSIBILITY OF RELATIVES FOR AGED, BLIND AND DISABLED PERSONS

Question. Mr. Secretary, under tie House bill an individual could not be con-
sidered financially responsible for an aged, blind, or disabled person unless the
aged, blind, or disabled person were the individual's spouse, or unless he were
the individual's child under the age of 21 or blind or severely disabled. In the
reriscd bill, you recommended changing the age 21 limitation to age 22 (page
15,J, line 16 of Committee print). Please explain what the meaning of tis section
is and the reason you wish to change the age limit.

Answer. The recommended change from age 21 to age 22 was made solely for
purposes of making the age consistent with the upper age for a child attending
school which is recognized elsewhere In the Act. It has no substantive effect
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since the only children who would be recipients under this program would lie
blind or disabled ones and at either age 21 or 22 the provision permits the States
to hold relatives responsible for a blind or disabled child. The only substantive
effect of having any age included is that it eliminates the responsibility of parents
for aged persons. While this is unusual, there have been cases in which there was
considerable dissatisfaction over holding a 90 year old parent res)Onsible for a
70 year old dependent child.

SUPPORTIVE SERVICES FOR PERSONS IN WORK AND TRAINING PROGRAMS

Question. Mr. Secretary, section .137 of both the House bill and the rcrised bill
would require Statcs to provide such supportive services as the Sceretary re-
quired to permit an individual to participate fi work and training prograins. The
States would hat n to pay 10 pcrccnt of the cost of these services, ald the rol-
mine of services required would dcpcnd on factors completely beyond the control

of the States-the nmber of persons the Secretary of Labor decided to train
and the kind of suppo:tire services these persons wotld require. Yet by placing
the Federal grants for these serriccs under a new social scrrices title, there
would be a fixcd Federal appropriation for these services. Does that not ncan
that a State might have to pay considerably mnore than 10% of the cost of these
services, which they ivould hove no choice btut to provide, depending on the Fcd-
cral appropriations?

Answer. The basic authorization for Federal funds for supportive services to
permit persons registered for Fanilly Assistance benefits to participate in work
and training programs is contained in Section 437(c) rather than in Title XX.
The inclusion of "services in support of manpower training and eJnploylflent
programs" as a part of the definition of Individual and family services in Title
XX 1,; a broader authority which is not necessarily limited to persons in the PA'
training or employment programs. Title XX funds at the 90 percent matching rate
might, for example, ie used to support At training program for a childless
individual.

It is hoped that the appropriation pursuant to the authorization in Section
437(c) will be sufficient to meet the full Federal share of expenditures for sup-
portive serIces to persons eligible under that setion. In the event that ,uch
funds were insuffilclent, however, a State Would ha\,v the authority to use Title
XX funds to supplement. We would not anticipate aiiy Instance in which State
expenditures for supportive Fervice. would exceed the availability of Federal
matching funds under Section 437.

SUPPORTIVE SERVICES FOR PERSONS IN WORK AND TAINI 'G PROGRAMS

Question. Would lack of required supportive services be considered "good
cat,.c" for fair eto participate in work and training programs?

Answer. If the participant requires th,-se supportive services in order to par-
ticipate in a work or training program the failure to supply such services would
constitute "good cause" for failure to participate in work and training programs.
The failure to provide a service not essential to the participants employment or
training would not per se be considered "good cause" for refusal to participate.
A State's failure to provide such services in a significant number of instances
could raise a question of conformity.

ASSURING QUALITY OF SOCIAL SERVICES

Question. Mr. Secretary, in the material your Department submitted which
appears on page lO of the Committee print, it is pointed out that undcr the
provisions of present laie, authoriZing rxpcnditures for social services, "nonc
of the fiscal formulas relate to the quality of the services proridcd." I assume
this is to be an important point since it appears in italics. As I read the rerised
bill, none of the fiscal formulas under It relate to the quality of the service
provided either. Do you disagree?

Answer. The Sections of Title XX devoted to Appropriations, Allotments, and
Payments do not contain language relating directly to quality of services. How-
ever, Section 2005 requires that State services programs achieve specified levels
of activity and performance, and Section 2000 authorizes full, partial, or se-
lective withholding of Federal matching funds in the event of non-compliance
on quality standards. This, together with the strengthened evaluation require-
ments of this bill, will serve as a powerful fiscal control on quality of services.
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Fiscal sanctions under the present law are hard to use in the social services
area. This bill will allow fiscal sanctions which are tailored-made to the com-
pliance problem, and hence much more readily applicable. Such sanctions can
be directed to specific problems, such as failure on the part of any service area
to fulfill its plan commitment.

INDIVIDUALIZED SOCIAL SERVICES

Question. Mr. Secretary your Department's explanatory material which ap-
pears on page 110 of the Committee print, states that "public assistance social
services have suffered from an overemphasis on the individualized case work
approach characterized by a counseling methodology. What is the matter with
the individualized case work approach? Should we have assembly line social
services?

Answer. An attempt to de-emphasize the almost exclusive use of the individual-
ized counseling approach to social services certainly does not imply any decrease
in concern for the unique problems of individual citizens. However, it is un-
realistic to expect that counseling services alone, the results of which are often
hard to measure, can meet all of the human social problems which our society
is facing. It is important that we do more than talk about people's problems. We
need to help people get adequate housing, day care, consumer protection, alcohol
and drug abuse treatment, and so on. Given the prospect of limited funds and
lersonnel for social services, we feel that it is in the interest of our citizens, as
expressed by y-our Committee, to concentrate on delivering services which are
visible, critical, and measurable. Counseling is necessary, but cannot be relied
upon exclusively to effect changes.

SEPARATION OF SOCIAL SERVICES FROM CASH WELFARE

Question. Mr. Secretary, I know it has become social work dogma that there
should be separation of social services from cash welfare, and I note that you
would require absolute separation of administration of the two programs in thi.
bill. Some thoughtful critics of this approach, howt-cr, hac suggested that
when you put the welfare recipient in the position of having to seek out another
agency, another office, in order to get needed welfare services, he may find it
either too much trouble, or he may simply not be informed about the range of
rcsouccs open to him and therefore not bother to ask for them. In other words,
those who arc more aggressive and informed will get the services, while those who
arc backward and not so knoicledgcable will not. It is the latter, of course, u-ho
may necd the services the most. Could you tell me how this problem will be met
under your proposal?

Answer. Providing adequate information and referral to services is a challenge
under any administrative structure. Under the old combination of cash payments
and social services, there was no automatic assurance that aid recipients would
receive proper referral to community resources. Moreover, other problems under
the old system were even worse than the referral problem. In particular. effec-
tiveness of sevlees suffered for three reasons:

(1) Caseworkers spent most of their time on eligibility paper work rather
than on services, -

(2) The skills required for services are different from those required for
eligibility determination. Few workers excelled in both roles simultaneously,
and

(3) Recipients found it difficult to accept welfare investigators as help-
ing persons.

Separation of cash aid administration and services administration is the only
feasible way to tackle the effectiveness problem, which we regard as the basic
social services issue. Should such separation prove to have negative side effects
upon the Information and referral process, we are committed to counteracting
such effects through better training of agency receptionists, printed material
which clients can better understand, increased use of public communications
media, and outreach activities suggested by the income maintenance workers.

PREVENTING THE NEED FOR FOSTER CARE

Question. Mr. Secretary, a good case can be made for increasing Federal sup-
port for foster care services. What I would like to know is what we can do to
w-ork with parents to reduce the need for foster care?
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Answer. A number of strong measures are necessary to cut down on the need
for foster care.

Neglecting is a major reason why children are removed from their own
homes. Services which reach children in their own homes can relieve some of
the stresses which lead to neglect and abuse. Young parents particularly need
help with home and money management, child-rearing practices and family
planning services.

Temporary physical and mental illness of a parent need not cause children
to be placed in foster care is homemaker services in the child's own home were
more universally available.

Day care services are in short supply for children of parents who are engaged
In or want job training and employment. Such services are equally important
for parents who need help for children with developmental health and mental
health problems and physical and mental handicaps. Sheer relief for a few hours
daily from the care of a retarded child may spell the difference between home
care and institutionalization of the child.

Services related to out of wedlock pregnancy help prevent foster care either
by enabling the mother to release the child in infancy when It can le more
readily placed for adoption or by helping the mother to get education and em-
ployment so she can support the child.

Underlying all these alternatives to foster care are the long-range efforts to
keep family units intact-more adequate income maintenance, assistance for low-
income two-parent families and better health care for parents.

INQUIRY ABOUT THE CHILD CARE STUDY

The Office ot Child Development has been making a study of child care and
development, and the results of several projects will greatly assist the effort to
provide quality child care service under the Family Assistance Act. First, a paper
currently being prepared for the White House Conference on Children and Youth
will present an analysis of the need for services with specific attention given to
low income families. The paper will also discuss the effectiveness of existing
federal programs which, for the most part, have been concentrated on low income
beneficiaries. Second, the Office has contracted for an aggregation and critical
review of literature concerning pre-school programs. Third, the Office is making
a long range study of the relative effectiveness of various techniques of applica-
tion. Finally, an assessment of alternative methods for delivering service is being
made based on the experiences of Parent Child Centers and other operating
programs.

COMPOUNDING TRAINING AUTHORITIES

Question. Mr. Secretary, under present law you can train persons providing
social services to welfare employees under sections 705 and 707 of the Social Sccu-
rity Act, and you can train child welfare workers under section 426 of the Social
Security Act. In addition, I understand you have trained social welfare personnel
both under the Vocational Rehabilitation Act and through the National Institute
of Mental Health. In the revised bill none of these authorities would be repealed,
but you would actually add two new training authorities, in section 2008(c) (1)
and in section 2009(c)(3). Why are you adding training authority on top of
training authority? Isn't it about time these authorities were consolidated?

Answer. At the present time there are several training authorities for train-
ing of various specialties in social service. Section 426 of the Social Security Act
is specifically related to training child welfare workers. The Vocational Rehabill-
tation Act has broad authority to train personnel needed in the operation of the
rehabilitation programs. Rehabilitation social worker is one type of social service
worker. Section 705 of the Social Security Act provides authority for training of
public assistance employees but it has never been funded. Section 707 which be-
came effective in the fiscal year ending June 30, 1969, provides grants to edli-
cational institutions for faculty in the development of undergraduate and gradn-
ate social work programs. These funds provide a beginning for the necessary
expansion of educational facilities to train social service staff. The authoi-ties,
although related, are not duplicated in terms of meeting soccific manpower needs
of the respective programs.

The Social and Rehabilitation Service, in its recent reorganization, has estab-
lished an Office of Manpower Planning, Development, and Training. Tile adnin-
istration of Federal funds for training of social welfare personnel will be placed
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in this new office to assure the most appropriate use of each of the specific funds
under Title VII, Section 707. The new training authorities provided for in Section
2008(c) (1) and Section 2009(c) (3) would also be placed in this new office. The
various training authorities would complement each other. The present estimates
of needed manpower for the social services in all of the various Social and Re-
habilitation Service programs exceed the present supply and the present training
authorities would not in any way result in unnecessary or duplicated expenditures
in the training of social welfare personnel.

CASE FINDING FOP SOCIAL SERVICES

Question. Mr. Sccretaryi, in the definition of social services contained in the
revised bill, you cite as a major item the identification of persons i ned of serv-
ices (Section 2002(1) (A), page 105). 1louldn't yot have considerably less diffl-
cult!y identifying persons in need of services if you did not insist on Such a rigid
separation between the cash assistance programs and services programs?

Answer. The single best indication of a person's need for social services and
readiness to accept them is his request for social services. We have learned It
makes little sense and Is seldom effective for a welfare worker to try to tell people
what social services they need. Persons are often reluctant to request help, beyond
cash aid, from workers whom they identify as welfare Investigators. We therefore
intend to offer as many or-more opportunities for cash aid recipients to request
social services, with full understanding that such a request will be handled by a
crevices worker and will not reflect upon receipt of cash aid.

Separation of cash aid administration and services administration is a priority
goal designed to enhance effectiveness of services. Any adverse side effects which
such separation may have upon the Information and referral process will be
counteracted. (See Question 0 above.)

CUSTODIAL NURSING HOME CARE UNDER SOCIAl. SERVICES PROGRAM

Question. Mr. Secretary. the definition of social scrvice.s contained in the re-
rised bill includes "institutional services for adults who arc aged, or physically
or mentall!/ disabled, and are unable to maintain their oirn place of residence"
(section 2002(1) (E), page 106). Custodial care for the aged, blind, and disabled
hax ip ,intil now ben included under the cash assistance programs. H'hy are yon
recommeniding a change to put cutstodial care uider the social services program ?

Answer. Section 1121 of the Social Security Act. which provides for institu-
tional services in Intermediate care facilities, remains in effect. A technical
ainiciment proposed in 11.R. 16311, Section 402(10), makes Section 1121 appli-
(alale to a p1n for aid to the aged, blind, (nd disabled under Title XVI. There-
fore, custodial care i,; still included under the cash assistance program for
per'-ons who are, or if not institutionalized would be, entitled to money l)ayments
nder Title XVI.

The inclusion of institutional services for adults in Title XX makes possible
the provision of cu4odial care, as a protective service, to persons who for some
reason do not qualify for a money payment under Title XVI. It thus allows
greater flexibility than does Section 1121, but does not supplant thiN section.

DEFINITION' OF "CHILD WELFARE SERVICES"

Question. Mr. Secretary, under present law Federal grants to States are author-
izcd for child welfare scrriccs, which are defined in scction 425 of the Social
,cutritji Act as publicc social services" relating to child welfare. In section
200,?(2) on, page 106 of ioitr revised bill, you have taken over the definition of
child welfare services almost word for word from present law, with one impor-
tant differencc-you have deleted the word "public." Why have you suggested
this change?

Answer. The term "public social services" was used in the definition of child
welfare services in the original Social Security Act because the thrust, at that
time. wvas to develop a public program, particularly i rural areas where private
agency services were virtually nonexistent.

There is no longer any need to retain the word "public" in the definition.
The intent of Title XX Is to take maximum advantage of services offered by all
agencies, including private non-profit agencIes, through purchase of service
arrangements. The provisions of the bill for Organization and Administration
clearly establish a public agency at the State level and in each service area
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throughout tile State which will have total responsibility for tie program of
individual and family services. These agencies will be the ones which receive
Federal funds and provide or arrange for the provision of services. including
service contracts or agreements with other agencies.

From the earliest days of the Social Security Act. the child welfare services
furnished as "public social services" frequently were actually )rovided from
non-public sources. An example is foster care, which is purchased from any
suitable person or fatlly. Thu., deletion of the word "public" from the definitionn
Is not a substantive change , but a clarification.

PRESENT SOCIAL SERVICE AUTHORITY

Question. Mr. Secretary, in your statement on social serriccs, yoiu stress the
lack of State "accopintability" and "hard" social services. lI'hy can't you rcqfjirc
th~et under present law?

Answer. Strictly speaking, we can improve "accountability" and "hardtiess"
of social services under )resent legislation, and are striving to (10 so. however.
many provisions of the new bill will strengthen our ability to help States become
more accountable for achieving results through their social services programs.
Section 2005 requires States to achieve specified levels of activity and perform-
ance. Section 2006 provides fiscal sanctions which are more usable than our l)res-
ent sanctions. Section 2007 strengthens evaluation requirements. Section 2008
greatly increases the funds authorized for development of effective methods and
measurement of results through project grants and contracts.

The bill makes social service agencies accountable, not simply to federal agen-
cies but to the public as well. It requires the publicizing of evaluation results.
Most significantly, It makes thq programs more subject to public sentiment by
increasing tle role of State and local elected officials in planning and adminis-
tering social services programs.

REFERRAL FOR SOCIAL SERVICES

Question. Mr. Sceretary, on page 17 of your opening statement on the revised
bill, you state that "family assistance woulhl provide a newr, system for clients to
be referred to State and county social service agencies from which they could
obtain needed work-enhancing social services and counseling." Yet utndcr the
bill there is no requircmcnt that cash assistance recipients be refcrrcd anywhere.
11'hat were you rcfcrring to in your statenirmt?

Answer. Section 447 of the Family Assistance Act requires registration for
manpower services, training, and employment, or for referral to Vocational Re-
habilitaiton Services, as appropriate to the Family Assistance recipient. Section
436 provides for child care services and Section 437 provides for work-enlancing
supportive services In relation to Section 447. It is expected that those additional
services related to manpower, training, employment, and rehabilitation and
offered under Section 2002(1) (B) will be administered in close coordination
with those offered under Sections 436, 437, and 447.

FEDERAL FLOOR FOR FOSTER CARE

Question. Mr. Secretary, the background paper issued to the press wchen !onr
Department submitted its social service amendments states that the revised bill
will provide a "Federal floor of $300 per year for support of foster children."
(Page 97 of the Connmittee Print). Yet, Section 2005(a) (2) (G) on page 1ll, of the
bill says only that States are required to pay at least $300 for foster care. WIhy
does it say that there will be a $300 Federal floor when what would be required
is a $300 State floor with Federal funds only available as appropriated?

Answer. The reference on page 97 of the Committee Print that the revised bill
will provide a Federal floor of $300 per year for support of foster children is not
incongrous with Section 2005(a) (2) (G) on page 114 of the bill. It simply means
that a State may not pay less than $300 per year for children in foster care and
that the Federal share will be $300 or 100% of the first $300 expended and 75%
of any amount over $300. Whereas it is true that Federal fun 1s will be available
only as appropriated, it is nonetheless a fact that under this bill, Federal law
would establish a floor of support at $300 per foster child per year.

Senator Williams' question refers to Page 101 of the Committee Report
on 1I.R. 16311 the Family Assistance Act of 1970 (June 1970). The Senator
quotes the statement: "A single family could effectively benefit from locally
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based grant programs and nearly all of the 50 formula grant programs supported
by the Department." There is an error in this statement, and it should read, A
single family could effectively benefit from more than half of 210 discretioltary
or project grant programs and nearly all of the 50 formula grant programs sup-
ported by the Department

The material which follows includes:
1. A list of the discretionary of project grant programs that benefit families

with reference number that are keyed to the Catalog of HEW A88istance
(August 1969) ;

2. The Catalog of HEW State Administered Formula Grant Programs (July
1970) ' that lists the fromula grant programs (see Table of Contents) referred
to in the above questions; and

3. Examples of how a variety of programs, both discretionary and state ad-
ministered formula grant, could benefit families.

HEW program
Page code:

1.1.9 Child Development-Head Start
2.1.1 Library Services-Grants for Public Libraries
2.1.2 Library Services-Interibrary Cooperation
2.1.3 Library Services-State Institutional Library Services
2.1.4 Library Services to the Physcally Handicapped
2.1.5 Construction of Public Libraries
2.1.6 College Library Resources
2.1.7 Library Training Grants
2.3.2 Adult Basic Education-Special Projects
2.3.3 Adult Basic Education-Teacher Education
2.6.3 Vocational Education-Consumer and Homemaking

2.6.4 Vocational Education-Cooperative Education
2.6.5 Vocational Education Innovation
2.6.6 Vocational Education-Curriculum Development
2.6.7 Vocational Education Planning anti Evaluation
2.7.1 Teacher Corps-Operations and Training
2.8.1 Educationally Deprived Children-Indian Children
2.8.2 Educationally Deprived Children-Local Educational Agencies
2.8.3 Educationally Deprived Children-Handicapped Children
2.8.4 Educationally Deprived Children in Institutions for the Neglected

and Delinquent
2.8.5 Educationally Deprived Children-Mlgratory Children
2.8.7 Supplementary Educational Centers and Services
2.8.8 Dropout Prevention
2.8.9 Bilingual Education
2.9.1 School Assistance in Federally Affected Areas-Payments to Local

Educational Agencies
2.10.1 Handicapped Preschool and School Programs
2.10.2 Handicapped Early Childhood Programs
2.10.3 Handicapped Teacher Education
2.10.4 Handicapped Physical Education and Recreation Training
2.10.5 Handicapped Physical Education and Recreation Research
2.10.6 Handicapped Teacher Recruitment and Information
2.10.7 Handicapped Research and Demonstration
2.10.8 Regional Resource Centers
2.10.9 Handicapped Innovative Programs-Deaf-Blind Centers
2.13.1 Research and Development
2.13.2 Research and Development Centers
2.13.8 Educational Research-Major Pilot Projects
2.13.9 Educational Research-Experimental Schools
2.14.7 Student Aid-Educational Opportunity Grants
2.14.8 Student Aid-National Defense Education Act Direct Loan
2.14.11 Higher Education Act Insured Loans-Guaranteed Student Loan

Program
2.14.12 Higher Education Work-Study
2.14.13 Programs for the Disadvantaged-Talent Search
2.14.14 Programs for the Disadvantaged-Upward Bound
2.14.15 Programs for the Disadvantaged-Special Services in College

1 This document was made a part of the official file-, of the committee.
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2.15.2 Educational Classroom Personnel Training-Basic Studies
2.15.3 Educational Classroom Personnel Training-Early Childhood
2.15.4 Educational Classroom Personnel Training-Special Education
2.15.5 Trainers of Teacher Trainers
2.15.6 Educational 'ersonnel Training Grants-Career Opportunities
2.15.7 Educational Staff Training--More Effective School Personnel

2.15.8 Educational Staff Training-Teacher Leadership Di'vlopment
2.15.9 Strengthening School Administration-Training Gramits
2.15.10 Educational Personnel DIevelopment-Support Personnel
2.15.11 Vocational Educational Personnel Training
2.16.9 Follow Through
!.1'.10 'Manpower l)evelopment and Training
4.2.1 CubanI Refugee Assistance-Velfare Assistance Services
4.2.2 Cuban Refugee A.sistaice- Iesettlement
4.2.3 Cuban Refugee Assistance-Education
4.2.4 Cuban Refugee Assitance-Ilealth Services
4.2.5 Cuban Refugee Ass.istance-Transl)ortation of Refugees from Cuba
4.3.1 Juvenile Delinquency Planning, Prevention and Rehabilitation
4.3.2 Juvenile Delinquency Prevention and Control-Training
4.3.3 Juvenile )elinquency Prevention and Control-Model Programs
-1.4.3 Public Asistaince Demon stratlon Projects
4.4.4 Social Welfare Cooperative Research and Demonstrations Research

Grants
4.4.5 Social Welfare Cooperative Ie.search and Demonstrations Directed

Research
4.4.6 Rehabilitation Research and I)emonstration Grants Program
4.4.7 ]Rehabilitation Research and Training Centers (Special Center Pro-

grami
4.5.5. Rehabilitation Services Innovation
4.5.6 Rehabilitation Services Expansion-Contracts with Industry
4.5.7 New Career Opportunities in Vocational Rehabilitation
4.5.S New Career Olportunitihs for the Handicapped
4.5.9 Rehabilitation Services Expansion Grants
4.5.10 Vocational Evaluation and Work Adjustment
4.5.11 Vocational Rehabilitation Services-Ihandicapped Migratory
4.5.12 Vocational Rehabilitation-Project Development Grants
4.5.13 Vocational Rehabilitation-Initial Staffing
4.5.14 Vocational Rehabilitation Facility Improvement Grants
4.5.15 Vocational Rehabilitation-Training Service Grants
4.5.16 Vocational Rehabilitation-Technical Assistance Program
4.5.17 Rehabilitation Training
4.6.3 Rehabilitation Service Projects for the Mentally Retarded
4.6.5 Mental Retardation Initial Staffing of Community Facilities
4.7.3 Child Welfare Research and Demonstration Grants Programs
4.7.4 Maternal and( Child Iealth Services
4.7.5 Crippled Children's Services
4.7.6 Family Pllanning Projects
4.7.7 Maternity and Infant ( 'are Proje.t;
4.7.S Intensive Care Projects
4.7.9 Special Projects for Health Care of Children and Youth
4.8.2 Aging-Research and Development Project Grants
4.8.4 Aging-Foster Grandparents Program
5.2.4 Air Pollution Survey and Demonstration Grants
5.3.3 Solid Wastes Demonstration Grants
6.1.3 Comprehensive Health Planning-Training Studies and Demonstra-

tions
6.1.5 Project Grants for Health Services Development
6.1.6 'Migrant Health Grants
f.2.5 Health Services Research and Development-Grants and Contracts
6.2.7 Patient Care and Special Health Services-Operation of Hospitals and

Clinics
6.3.1 Regional Medical Programs-Operational and Planning Grants
6.4.6 Communicable Diseases Control, Consultation, Investigations, and

Demonstrations
6.4.7 Epidemic Services
6.4.8 Training of Public Health Workers in Communicable Diseases
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0.-i.! ( onmiunity Immunization Services
6. .10 Tuberculosis Control
;. -1. 1 Veneral diseasee Control

6.6.1 Indian Ilealth Facilities-Ilospital Construction and Modernization
6.6.2 Indian Health Outpatient Care Facilities
1;.6.3 Iidiani Sanitation Facilities
(;..4 Indian lIealth-I'atient Medical Care
6..0.5 Fild llealth Services for Indians
6.7.1 'Mental IhIalth Research Grants
6.7.2 Mental lleallh Ilospital Iml)rovement Gratnts
6.7.3 Mental Ihealth-Iarly Child Care )emonstrations
I;.7.S Stalling of ('o1munity Mental Health Centers
G)7.) Coimmuinity Assistance Grants for Narcotie Addiction and Alcoholism
0.7.10 Narcotic Addict Treatment
6.7.13 National Center for Mental Health Services, Training and Research-

Clinical and Community Services
7.1.5 Allied Health Professions Developmental Grants
7.1.6 Allied Health Professions Basic Improvement Grarts

IIEW AND THE MULTI-PROBLEM FAMILY

The example of the multi-problem family is possibly the most cogent vehicle
one can use to gain some perspective on the full-range of series which HEW
can bring to bear on the problems confronted by the disadvantaged in our society.
At the same time, it will also make clear the tremendous fragmentation, overlap,
and duplication in the way IIEW service agencies are structured and the conse-
quent enormous costs to the society il terms of inefficiency and waste of the
society, and the toll oIl the individual family which must sort out the various
agencies to determine which can best sew them.

A reeent study in St. Paul found that multi-problem families there, on the
average, had involvements of some degree with 10 human service agencies,
many of which were providing Identical services to the same family. The Lans-
ing Model Cities has found one family of a mother and two children which has
il the last year had contacts with 25 district agencies most of which had no
awareness of the involvement of other agencies in attempting to resolve some of
the problems of this family.

To cite an extremely hypothetical situation and examine possible direct IIEW
impact on tlat family, let us take the case of a fatherless family of five: an
uneducated, unemployed, woman 40 years of age, with a son 16 who has bad
some minor scrapes with the police, and is having problems in school, a 9-year-
old girl who is a borderline retardate, and four year ol boy with a leg ailment.
joined by the woman's mother of 65.

The range of services which IIEW agencies might provide this family is stag-
gering. The mother might receive:

(1) AFI)C eashI )aymeilts to support the family;
(2) Counseling from the public welfare agency essentially related to

prevention of further family break-down or to encouragement of re-unity
with the father of the children, funded as a Social Security Act social
service;

(3) Family Planning or birth control services provided under a IISMIIA
grant;

(4) Medical care as part of Medicaid, or a Comprehensive Health
Program;

(5) If she became pregnant, prenatal care as part of the Maternal and
Infant Care Program;

(6) Work Training under the WIN program, or a Vocational Educa-
tional Program ;

(7) Remedial reading or Adult Basic Edtcation courses under a variety
of OE programs within a school system, or often In other agencies;

(S) Parental training In a Hlead Start program, an GE Handicapped
Early Childhood Training program, a Child Welfare program, or a Juvenile
Delinquency program;

(9) Consumer training In a public welfare, vocational education, or con-
sumer services program.

In addition to the services the mother might receive, each of the children could
receive another full set of services.
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The oldest son might be involved In :
(1) A drop-out prevention program;
(2) Special counseling or support for Educationally I)eprived Children.

through the local school agency;
(3) A Talent Search, or Upward Bound program if lie has college

potential;
(4) A vocational Education program;
(5) Juvenile Delinquency or Child Welfare programs;
(6) A parenthood program if he has fathered a child;
(7) If the has had troubles with drugs, lie coul receive services from

local agencies funded out of NIMII Community Mental health program,
Juvenile Delinquency, Rlehabilitation Service., Community Services, The
OE or even Medicaid.

The retarded daughter would met another set of IEW-funded agencies and
programs Including:

(1) A Rehabilitation Services Administration program for vocational
development of the mentally retarded such as sheltered workshops;

1(2) An NIMII sponsored project for the treatment of the mentally re-
tarded ;

(3) An OE program for education of the mentally retarded:
(4) A homemaker service funded out of a ,umber of HEWV programs to

provide the family with a respite from caring for her several hours every
(lay;

(5) A day care program for the mentally retarded from public welfare;
(6) The Foster Grandparents program;
(7) A range of institutional ararngements, many of which would receive

sonie HEW support.
The youngest child receive aid from

(1) Rehabilitation agencies:
(2) Crippled Children's programs;
(3) OE programs for the handicapped child;
(4) WIN, public welfare, or Head Start day care;
(5) Protective service agencies if there was a threat lie might be abused;
(6) A range of child health agencies.

And as with the younger member of this family, time oldest member could like-
wise have the same bewildering possibilities:

(1) Social Security;
(2) Aid to the Aged;
-(3) Medicare;
(4) Medicaid;
(5) Social services to the aged from public welfare;
(6) Service programs under the Older Americans Act such as informa-

tloa and referral centers, senior citizen centers, nutritional programs;
(7) Hlomemaker and home health-aid services;
(8) Nursing home care if the family call no longer care for he. '

(9) Institutionalization for senility, especially in mental institutions.
Reviewing this range of services HEW underwrites can easily mislead one

into the impression that the multi-probleIn family has at their disposal a con-
tinuum of cases which could help them solve all their problems. This misses the
reality that these services are randomly distributed in discrete service agencies
with little or no connection, and varying narrow perspectives on individuals and
families. Therefore, the oldest boy in this family is perceived as:

(a) a drug addict.
(b) a juvenile delinquent
(c) an underachiever in school
(d) an unmarried father
(c) an unskilled worker
(f) a potentially dependent adult, but rarely all of these things.

Each agency wants to approach one functional problem, not the total ihidi'
vidual. Often they will fight to serve the same Individual to the exclusion of
other agencies, somewhat analogous to the park benchsitters fighting over who
should feed a particular pigeon only to find that the ensuing disturbance had
frightened the pigeon away. Likewise they often are )roviding exactly tile sone
services differentiated only by the professional appelations attached to them.
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Questions Submitted by Senator Harris With Departmental Responses
(Referred to at page 762 of the hearings.)

XI.NFYP PERCENT OF SOCIAL SERVIC,9 FOR THE POOR-NEW YORK STATE

Questiw. Mr. Secretary, section 2005(a) (2) (H) requires that not more than
10 percent of Federal funds be used to meet the costs of providing services to per.
sons whose family income exceeds the poverty level defined fi the bill. Since
there are at least theoretically no such person . in New York State, whose welfare
payment level exceeds the poverty level, doesn't this mean that the State of Neib
York will not be able to have a social services program?

Answer. The Social Service Amendments define a ceiling for provision of cer-
tain free services as the poverty level. An unintended result of this definition is
that in any State in which the welfare payment level presently exceeds the pov-
erty level, recipients would technically be Ineligible for free services. Two states
now have welfare payments levels which are higher than the poverty level.

CIAROING FEES FOR SOCIAL SERVICES

Question. Mr. Secretary, the revised bill would require persons receiving cer-
tain social services, including family planning, to pay a fee for those services if
their income exceeds the poverty level defined in the bill. In at least two States
the level of welfare payments already exceeds the poverty level defined in the bill.
Doesn't this mean that every welfare recipient in New York State would have to
pay for family planning services?

Answer. The Administration would support a redefinition of the eligibility ceil-
ing for free services to be in any State the State's welfare payment level as of
January, 1970, or the poverty level, whichever is higher.

DETERMININ ELIGIBILITY FOR SOCIAL SERVICES

Question. Mr. Secretary, under the revised bill persons receiving certain social
.crvices would have to pay a fee for the .crrice if their Income ccreederd the
poverty level defined in the bill. Does this mean that the social service agency
would have to conduct an eligibility determination to find out each person's in-
econi Wouldn't this defeat the purpose of separating social service from cash
assistance?

Answer. This requirement is not an eligibility test in the sense of determining
whether an individual or family will or will not receive a service, which is the
basis for determining eligibility for a public assistance grant. Rather. It is a sim-
ple determination of income of an individual or family to ascertain whether such
individual or family will receive a service free or with the payment of a fee and,
if the latter, the amount of the fee. This is done in relation to many health, edu-
cation, recreation and other types of services. On this basis, the purpose of sepa-
rating social service from cash assistance would not seem to be defeated.

FAMILY PLANNING SERVICES

Question. The bill which you have presented us, however, provides for a closed
end grant for funding social services, and woull4 mean that family planning
services would have to compete with all other social services for the limited funds
available. We had thought in 1967 that by providing 75 percent matching funds
for family planning under Part A of Title IV, and by requiring State public wel-
fare agencies to offer family planning services to all appropriate recipients, we
would encourage a great expansion of family planning programs. If these 1967
amendments had as little effect as your report indicates, how do you expect the
provisions of this new bill to provide for the great acceleration which your De-
partment says is teded? Your new bill deletes the requirement that family
planning services be "offered" to recipients and potential reclp! .tts of welfare.

Answer. The closed end appropriation for individual and family services which
by definition include family planning services under tlm proposed now tithe XX
of the Social Security Act should miot adversely affect the r'xpansion of family
planning services. In addition to family planning services offered under title XX,
the State and local agencies will continue to utilize the title XIX program which
is open ended, for family planning services, as well as expanded resources under
the material and child health and family planning project programs authorized
by title V of the Social Security Act as well as family planning services offered
by the OEO program. Furthermore, greater improvement In reaching families
with family planning services is expected to result from the fact that workers
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under the title XX program would be devoting full time to service activities In-
cluding the offering of family planning services and Information and referrals.

It Is true that family planning services are more specifically required under
title IV than under title XX. However, they are one of the basic enumerated
services under title XX. States must maintain a reasonable balance among these
services, but it is the policy of this Department to promote the offering of family
planning services, and we believe this legislation Is an effective way to achieve
this.

CHILD CARE---USE OF FUNDS

Question. Mr. Secretary, in material presented to the Committee in April it was
indicated that you would intend to spend, in the first year after the passage of
the Family Assistance Act, a total of $286 million for the provision of child
care. This figure consisted of $120 million for 300,000 school-age children at a
cost of $400 per child; $240 million for 150,000 preschool age children at a cost
of $1600 per child; and the remaining $26 million would be used for renovation
of facilities, staff training, and research and demonstration projects.

The Administration revision of the bill would authorize you to use funds for
the acquisition and construction of child care facilities, an authority not con-
tained in the House-passed bill. Are you now planning to request more total
dollars for child care projects to take into account your expanded authority, or
would this fit in under the $886 million by providing less day care? If you do not
plan to increase the funding for child care, what is the new estimate for allo-
cation of the funds?

Answer. The Department has no plans to request funds in excess of $386 mil-
lion for child care projects authorizld under sec. 436 of the Act. While recog-
nizing the need for expansion of physical facilities for use as day care centers,
it was our initial decision that this expansion could take place through renovation
and remodeling of presently available buildings. After further review It became
evident that there are areas where no buildings conducive to remodeling are
available. We are, therefore, requesting authority to fund new construction
projects when necessary. Such new construction projects would have to my -t
the test of being the only means available for providing needed physical facilities
required to adequate serve eligible children.

AVAILABILITY OF CHILD CARE RESOURCES

Question. Mr. Secretary, there are, I understand, approximately 650,000 li-
censed day care openings in the United States at the present tine, and these are
largely full. In addition, there is good evidence that these openings are far from
sufflofent to meet current needs and that a large unmet need for child care exists
in most States. If the Administration intends to provide child care services for
4.50,000 additional children in the first year after passage of the Family Assist-
ance Act, where are you going to find these services?

Answer. The Department recognizes this problem, and plans to launch an
active program of day care resource development. There are, throughout the
United States, a wide range of public and private agencies, organizations, and
groups ready and able to open and operate new or expanded day care programs.
Through prime grantee agencies, it is our intention to bring these groups together,
community by community, to plan orderly development of resources necessary
to meet the child care needs under the Act. We do not expect to be able to
develop a massive number of new day care centers overnight and, in the beginning,
it will be necessary to rely more heavily on use of family home care. However,
by providing grants for start-up costs, we expect to develop a large number of
day care centers serving preschool age children; through cooperative planning
with education authorities, we expect to utilize school buildings as the focal point
for serving school age children; through an extensive purchase of care, vendor
payment, program, we expect to provide the market to encourage private Inves-
tors to commit funds to development of day care centers.

DAY CARE REQUIREMENTS

Question. Mr. Secretary, in your statement on page 21, you state "We also plan
to provide day care for every FAP family who needs it, both while its bread winner
0. engaged in training and after he has taken a job." What is your concept of
every FAP family who needs it? Give your estimate for each of the first five years
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of the program, including an estimate of the cost of providing day care for
th Cs fami flies.

Answer. The legislation's intent is to provide for every family in which a
person who, but for the lack of adequate child care, would participate In job
training or employment whatever child care is necessary In order to enable the
family member to participate in the training or employment offered him (or, In
the ca~e of a handicapped person, the vocational rehabilitation services offered).

lire anticipate that approximately 472,500 children will be in care on June
30, 1971, and that an additional 150,000 children will need care during the first
full fiscal year of operation of the Family Assistance program. We estimate
that the first year average daily attendance level will be about 72 percent of
the total enrollment, or approximately 450,000 children.

As indicated in material previously furnished to the Committee, it is estimated
that the total Federal cost for day care under 1.R. 16311 as revised would be
about $.5 billion for fiscal year 1972-about $.3 billion more than under present
law. The projections of day care costs over the following 4 years under both
current law and the proposed legislation are level continuations of the Admin-
istration's first-year commitments for these programs. Decisions about program
levels for day care In future years will greatly depend on program results in
the preceding years.

ADMINISTRATION OF FAMILY ASSISTANCE PLAN

Question. Ur. Secretary, when, former Secretary Finch appeared before the
Comlnitt'c, I asked him what the Departnent's plans were for administration
of the family assistance program. He answered, "We will have this before your
Committee very shortly." (p. 342 of Hearings) It is now almost three months
later and we still have no information on this point. Let me ask again: What
arc your plans for administering the family assistance program?

Answer. Plans for administration of the Family Assistance Plan are still
in an early stage of development. Many of the details need to be worked
out and in the process of doing this, circumstances may require some changes
even ii the broad concept. However, subject to this qualification and to the ios-
sibility of changes being required by revisions in the legislation, we have
developed general approaches to PAP administration.

The responsibility for administering PAP will probably be given to a new
agency to be established within IEW. This agency may absorb parts of the
present Social and Rehabilitation Service and may also make use of the services
of other agencies in the administration of the program. Broadly speaking, the
agency will consist of three major units. Central headquarters to provide execu-
tive direction and staff services; a central data processing unit; and al extensive
field structure. The central data processing unit will establish a national rofl of
FAlP recipients with both families and individuals identified on this record. For
States which opt for Federal administration, this central record would produce
by-product, records to be used in issuing monthly checks. Checks would be Issued
through an undetermined number of Treasury Department disbursing offices.
In States which elect to have the Federal Government administer money payments
for the aged, blind, and disabled, as well as FAP payments, a similar process
would be used to service the adult categories.

The field structure for the Family Assistance agency will be supervised
through the 10 IIEW Regional Oflices. Because of the close relationship to State
programs, FAP will probably also have a representative or a small staff perma-
nently stationed In most State capitals. Federal administration at the local level
will be handled through a series of small offices in order to make the service
easily accessible to the l)ublic. Trained technicians In these offices will Interview
applicants, obtain completed application forms, and where necessary, request
evidence from the apl)icant. The decision on the family's eligibility for PAP
benefits will be made at the local office after review of the application by other
employecQ. Data to establish the initial payment record for the family and
l-rnit issuance of the first check will be transmitted by wire to the central data
processing unit. We hope to work out a system both within FAP and with the
Treasury Dlepartment which will permit the first check to be paid within a week
after the application is eoml)leted.
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During the Interview, applicants will be informed of their responsibilities
under the program, particularly the responsibility to report promptly to the
local PAP office any event which would change the family's eligibility or sub-
stantially affect the amount. While we anticipate in most cases the instructions
will be followed, there will be several checks built into the system. The central
data processing unit will have links with the Social Security Administration to
obtain records of earnings reported for individuals in families receiving FAI
benefits so that these can be compared against allegations in the initial applica-
tion or later reports from the family. Similarly, we plan to have a tie-in to
agencies which pay periodic benefits to individuals-the Social Security Admin-
istration, the Veterans Administration, the Civil Servce Commission, etc.. so that
we can learn directly from these agencies of any other Federal benefits being
paid to members of PAP families. In addition, as a positive means of obtaining
periodic statements from all families to insure that no event which would affect
eligibility has gone unreported because of misunderstanding or lack of knowledge.
We plan regularly-probably semiannually or annually--to send a computer-
prepared statement to each family showing tiho current facts which affect
eligibility as they stand in our records, and ask the family to either verify that
they are correct or to indicate on the form any changes.

We will establish a regular system of eligibility control through sample checks
of a cross-section of PAP families. During these checks, all of the data on which
a determination of eligibility was made will be examined in detail. Facts which
were accepted on the basis of the applicant's statement will need to be established
by direct evidence. The sample size and its distribution will be scientifically
determined so that we can validly determine through this system not only
whether erroneous Information is being given, but also whether the agency's
own procedures and policies are achieving their intended result. All applicants
will, of course, be informed at the time of filing that this sample check is Con-
tinually being made and that they may be included in it.

Our present thinking calls for information pertinent to the needs of the
employment service to be obtained by the PAP agency at the same time that
the application for family assistance benefits is completed. This information
will be immediately forwarded to the employment service for their use ill
developing training or placement plans for FAP recipients.

Reference to social service agencies will be made whenever an individual
filing for PAP Indicates a need for services or when such a need can be detected
by tile Interviewer. We do not plan to have FAP applicants seen by trailed
social workers in PAP offices for this purpose, but, instead, will try to train
our technicians to the point where they can determine that information about
the availability of social services would be appropriate. If the response is positive,
the PAP office will be as helpful as possible in facilitating the contact between
the family and the social service agency without appearing to apply lresslure.

NUMBER OF EMPLOYEES NEEDED TO ADMINISTER PROGRAM

Question. Mr. Secretary, when your predecessor appeared before the Commit-
tec in April, I asked him how quickly he thought the family assistance program
would be implemented administratirely. He answered that, "That could mIre
rather rapidly, within conceivably a year's time." (p. 343 of hearin93). I note
that in your revised bill you retain an effective date of July 1, 1971. How to you
plan to put this massive new program into operation in such a relatively short
time?

Answer. As Secretary Richardson testified in July, the Administration is con-
cerned that, with the passage of time and a growing awareness of some of the
difficulties and problems that will be encountered In "tooling-up" for adminis-
tration of the proposed Welfare Reforms, there may well be difficulties in meet-
ing the general July 1, 1971, effective (late in the bill as passed by the House of
Representatives and now before the Senate Finance Committee.

The Administration is in the process of developing firm and reliable estimates
of the time periods that should be allowed between enactment and effective dates
for various aspects of this bill. The Department is calling upon the expertise
of those within the Department who have experience in the developmentt of
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vast new programs and those with experience in the welfare area as well as
the scientific knowledge and evaluation of outside consultants specializing in
such nnalyses of a Job to be done and the requirements that must be met to get
it done.

As we gain full advantage of the review of this area, and as further progress
is made in the legislative process, so that a clearer picture of the final form of
the legislation and of the probable date of enactment become possible, we will
be looking again at the question of the effective date and giving further con-
sideration to possible changes in this area.

With regard to the number of people that will be needed to administer FAT',
a question implied by the title of this question, it may be recalled that a very
rough estimate of 25,000 to 50,000 total staff has been used as the staff that would
be required if most States were to opt for Federal administration. It should be
emphasized that the above was a very rough guess and that this matter, too, is
currently undergoing Intensive review within the DIIEW.

The department will make every effort to assure that the Committee is prompt-
ly informed of any developing information or recommendations relating to the
details of the Implementation of the FAP.

TEMPORARY EMERGENCY ASSISTANCE

Question. Mr. Secretary, in the revised bill sectionn 2002(5), page 108) you
define temporary assistance as "assistance in cash or in-kind through the provi-
sions of services to individuals or families In urgent need thereof". Section 406(c)
of the Social Security Act defines emergency assistance in a much more specific
and adequate way, and it spccifles that migrant workers with families may be
provided emergency assistance. Why have you abandoned the language of present
law in the definition of emergency assistance?

Answer. The section on temporary emergency assistance In Title XX Includes
cash assistance and services which may be provided, if the State so elects, to
all persons in urgent need due to a crisis. These services could be provided to
migrant workers and families and, it was not thought necessary to mention
, igrants specifically in the proposed legislation. The specific groups were not

enumerated In order to allow the States flexibility in defining crisis situations
In which temporary emergency assistance Is needed.

PUBLIC SERVICE EMPLOYMENT

Question. Mr. Secretary, when we held hearing on the welfare bill in April
the question teas raised, where the jobs will coine from and where the recipients
would be trained. In a statement before the Ways and Means Committee, Secre-
tary Shultz flatly opposed the idea of expanding public service employment.
What are j/our feelings on the matter?

Answer. There Is an Important role that public service employment can and
should play. However, we do not support the large scale WPA approach to the
problem.

First, In a dynamic and growing economy we can train most people for the
Jobs that exist. So we do not believe large scale public job creation Is needed.

Second, we believe that a program of this kind would substitute one form of
depenlonce for another. It Is necessary to move welfare recipients into the
mainstream of life, not shunt them into welfare Jobs.

However, approached carefully and wisely public service employment Is an
Important addition to the manpower package. Programs like the Public Service
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Careers program can prepare the disadvantaged for the regular Jobs that are
coming available in the public sector. And an improved Special Work Projects
component is a desirable device to provide work experience which will help that
person get real jobs In the future. However, we think theso Special Work efforts
should be temporary and reflect particular needs at a point in time in a local
labor market. For these reasons we prefer a non-categorical approach, rather
than and earmarking of funds. We also intend to review Special Work Proje(.ts
caseload periodically and try to move the enrollees as soon as posibih, into
regular jobs or into training.

Questions Submitted by Senator Curtis With Departmental Responses

(Referred to at page 762 of the hearings.)

Question. I would like to know how much was provided in the 1970 budget for
(a) child care, (b) training allowances and travel, and (e) training program
expensC.

Answer. Estimated Federal obligations In Fiscal Year 1970 for select Public
Assistance activities:

a. Child Care --------------------------------------------- $113. 660. 000

Work Incentives -------------------------------------- 15. ,1600 ")
Social Services --------------------------------------- 9 1. 000. 04)
Child Welfare ----------------------------------------- . 200, 000

b. Training allowances and travel are not identified for public
assistance programs conducted by the States. Training allow-
ances and travel are included in the obligations listed under
e. below.

c. Training Programs' -------------------------------------- 128. 154.000

Work Incentives -------------------------------------- 85, 7,000
State and Local Training ------------------------------ 33, 620, 000
Training Projects 8 - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - 8, 800, 00)

Social Security Act (Title IV, Parts A and C).
' Social Security Act (Title IV. Part A).
8 Social Security Act (Title IV, Part B).
,Dxcludes training provided under administration of Medical Assistance (Social

Security Act, Title XIX).
A Social Security Act (Title IV, Part B, and Section 707).

Question. Please give the figures for the same 3 programs for the first ycar
under H.R. 16311. (See Question No. 1, above.)

Answer. It is estimated that in the first year under II.R. 10311 as revised in
June 1970, there would he about $0.4 billion in new Federal expenditures for
child care and about $0.2 billion for training allowances and other expenses of
the training program tinder the proposed new part C of title IV of the Social
Security Act.

In the case of the child care expenditure, these funds would be net additions
to the roughly $0.1 billion which would be expended under pIresent law for this
purpose.

With regard to expenditures under the job training program, the amount men-
tioned above would be a net addition to the roughly $.1 billion which, it is esti-
mated, would be spent under existing WIN program.

Question. I would like to hare a chart made and inserted in the record for the
State of M1lississippi for the farnily assistance plan. I would like to hare the
columns set forth as they were in the chart used for New York City.



TABLE 1.-FAMILY ASSISTANCE-ADMINISTRATION'S JUNE REVISIONS
BENEFITS POTENTIALLY AVAILABLE TO A 4-PERSON FEMALE-HEADED FAMILY IN CORINTH. MISS.

Benefits potentially available
to 7 percent of current AFDCBenefits potentially available to only a minority of current AFDC recipients in Corinth, Miss. recipients in Corinth. Miss. Family health insurance

Public hous-Total Federal, Proposed ing bonus Total netState, and Net cash in- schedule, under pro- cash, food,Family State Total gross social security Cash income come less FHIP food stamp Total netcash posed 1970 and public PremiumEarnings assistance I supplement 2 cash income taxes 3 4 5 less taxes contribution bonus 6 and food Housing Act 7 A housing value 0 Subsidy Total

0 ------------ $1,600 ............
$720 --------- 1,600 ............
$1,000 -------- 1,460 ..............

$2,000 -------- -960 ..........
$3,000 -------- -460 ..........
$4,000 .................................

$5,000 ..................................
$6,000 -----------------------------------
$7,000........................------

$1.600 --------------
2,320 $37
2,460 52

2,960 104
3,460 156
4,000 236

9,000 432
6,000 648
7,000 895

$1,600
2,283
2,408

2,856
3,304
3,764

$1,600
2, 247
2,365

2,788
3,188
3,594

$840
611
566

407
248
76

4,568 4,223 --------------
5,352 It 5,352 --------------
6,105 6,105 --------------

$2,440 $752
2,858 608
2,931 580

3,195 480
3,436 380
3,670 262

4,223 12
5,352 ............
6,105 --------------

$3,192 $500
3,466 500
3,511 500

3,675 500
3,816 500
3,932 500

$500 $3.692
464 3.930
457 3,968

4,235 500 155
5,352 ..................
6,105 ..................

I Family as-istance benefits are $1,600 for a family of 4 with no other income, based on $500 each
for the first 2 persons. $300 each for succeeding persons. Family assistance benefits are reduced 50percent for earnings, after the initial disregard of $720 for work-related expenses, and a single deduc-
tion for Federal income taxes.

2 State supplementary payments are based on current payment levels with a 67 percent reductionrate for earnings, after the initial disregard of $720 and a single deduction for Federal income taxes.
3 Federal income taxes computed on the schedule effective in 1972, assuming no surcharge.
4 State taxes are computed on current State schedules,
5 Social security taxes reflect the increase from 4.8 to 5.2 percent of earnings up to $9,000 which

will be effective January 1971.5 Food assistance is based on present estimates thatthe food stamp program will replace the surplus
commodity program in virtually all areas within the first year of operation of family assistance. (NewYork City will commence a food stamp program in the fall of 1970.) Food stamp bonus is the differencebetween the coupon allotment ($1,272) and the purchase price (31.8 perco'st of gross income less
$240.

'The housing bonus is calculated on the basis of the proposed 1970 Housing Act (S. 3639). Thatact sets a uniform system of rents for all subsidized rental housing, public and private, fased uponfixed percentages of family income after $300 is deducted from gross income for each child in excess
of 2. On the first $3 500 families must pay 20 percent of net income for rent; on the amount over$3,500, 25 percent. ZIt ii assumed that application ot the 20 to 25 percent rent-income ratio intheprivate subsidy program would, in the aggregate, cover project operating costs. In the private pro-gram, subsidy is limited to principal and interest on the capital cost of the project and the aggregate

of all project rents must be sufficient to cover project operating expenses.) The bonus is the difference
between prevailing private rents for housing of modest standards in the 4 cities, based on the mostrecent determinations for relocation assistance payments, form HUD 6148. It was assumed that therequired unit sizes were 2-bedroom units for 4 person families. The private annual gross rent assumedis $1,012.

1 Only approximately 6 percent of FAP families nationwide will live in public housing.oThe assumption here is that the family health insurance program would replace the presentmedicaid program for families with a health insurance policy having a $500 premium value. Thispolicy value includes no supplementation which the States might wish to make. Medical insurancebonus is the difference between contributions and the illustrative premium value of $500. The follow-illustrative contribution schedule is assumed: 0 percent of gross income to $1,600, 5 percent of thatamount of gross income between $1,600 and $3,000, 10 percent from $3,000 to $4,500, and 25 percentof gross income from $4,500 to $5,620. Full participation is assumed. Contributions are deductedfrom net family income in column as marked.
10 Medical insurance subsidy does not represent cash income available to families, and should notbe counted as part of total family income.
u Participation in the health plan has been assumed at all levels of eligibility, although coverageat higher income levels is optional, and it is likely that many families at the higher contribution levelswill opt for private coverage. No deduction for private health insurance has been made for familiesnot receiving family health insurance plan subsidy, although such families would typically purchaseprivate coverage.

4.107
4,200
4,262

4.390
5.352
6,105



TABLE .- AMENDED H.R. 16311 AND HOUSING; CURRENT LAW FOOD AND MEDICAID-BENEFITS POTENTIALLY AVAILABLE TO A 4-PERSON FEMALE-HEADEPr rAMILY IN CORINTH, MISS.

Benefits potentially available to only a minority of current AFDC recipients in Corinth, Miss.

Total Federal.
State, and

Family State Total gross social security -

Ber-.its potentially available to
7 percent of current AFDC recip-

ients in Corinth, Miss.

Public housing
Current bonus under Total net cash,

schedule food Total net cash proposed 1970 5 food and public
.=----~~~~ : A.. #5 .. ,A f ^ ^..;^ ,, ;n

Average vendorpayments to
health service

for AFDC
families 

7
8

Earnings assistance I supplement 2 cash income taxes retcasn income Stamp bonus- anu uuu K %.- .. ,

0 ----------------- $1,600 -------------- $1,600 ---------------- $1,600 64 $2,464 $752 $3,216 (1)

$720 ................. 1,600 ---------------- - 2,320 37 2, 283 624 2,907 608 3,515

$1,000 --------------- 1,460 ---------------- 2,460 52 2,408 624 3,032 580 3,612

$2,000 --------------- 960 ---------------- 2,960 104 2,856 -------- _------ 2,856 480 3,336 ()

$3,000 ............... 460 ---------------- 3,460 156 3,304 ---------------- 3,304 390 3,684
$4,000 ---------------------------------------------- 4,000 184 3,816 .-------------- 3,816 262 4,078 4)

$5,000 ------------------------------------- 5,000 432 4,568 ---------------- 4,568 12 4,580 --------------
$6,000 ........................ ---------------------- 6,000 648 5,353 ---------------- 5,352 ------------.... 5,352 ------------
$7, oo0 ----------------------------- ------------ 7,000 895 6,105 --------------- 6,105 ---------------- 6,105 _ ----------_

I Family assistance benefits are $1,600 for a family of 4 with no other income, based on $500 each
for the 1st 2 persons, $300 each for succeeding persons. Family assistance benefits are reduced 50
percent for earnings, after the initial disregard of $720 for work-related expenses, and a single deduc-
tion for Federal income taxes.

2 State supplementary payments are based on current payment levels with a 67 percent reduction
rate for earnings after the initial disregard of $720 and a single deduction for Federal income taxes.

1 Federal income taxes computed on the schedule effective in 1972, assuming no surcharge. State
taxes are computed on current State schedules. Social Security taxes reflect the increase from 4.8
to 5.2 percent of earnings up to $9,000 which will be effective January 1971.

4 Food assistance is based on present estimates that the food stamp program will replace the surplus
commodity program in virtually all areas within the Ist year of operation of family assistance. (New
York City wi!l commence a food stamp program in the fal! cf 1970.) Foo stamp bonus is the difference
between the coupon allotment and the purchase price using the current food stamp schedule.

6 Only approximately 6 percent of FAP families nationwide will live in public housing.
6 The housing bonus is calculated on the basis of the pre.posed 1970 Housing Act (S. 3639). That

act sets a uniform system of rents for all subsidized rental housing, public and private, based upon
fixed percentages of family income after $300 is -ducted from gross income for each child in excess

of 2. On the 1st $3,500, families must pay 20 percent of net income for rent; on the amount over
$3,500, 25 percent. (It is-assumed that application of the 20 to 25 percent rent-income ratio in the
private subsidy program Would, in the aggregate, cover proJect operating costs. In the private pro-
gram subsidy is limited to principal and interest on the capital cost of the project and the aggregate of
all proJect rents must be sufficientto cover proJect operating expenses.) The bonus is the difference
between prevailing private rents for housing of modest standards in the 4 cities, based on the most
recent determinations for relocation assistance payments, form HUD 6148. It was assumed that the
required unit sizes were 2-bedroom units for 4 person families.The private annual gross rent assumed
is $1.020.

?Medical benefit shown is the total (Federal and State) average vendor payments on behalf of
AFDC families in State. Individual families may receive higher or lower value depending on medical
needs. State eligibility standards apply.

A Medicaid vendor payments do not represent cash income available to families arid should not be
counted as part of total family income. Such payments are made on behalf of families with medical
needs only.

9 Amount of average vendor payments in Mississippi is presently unavailable.
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Question. Professor Evaline Burns is a very distinguished person in the area
of public welfare. In one of her papers she 8aid:

"When contemplating the policies that have been applied in the past and
considering those which might be applied in the future, it is impossible not to
be both imprcssf (Id and depressed by the extent to which policy decisions are
madc and perpetuated on the basis of beliefs about facts rather than tested
knowledge....

Do you agree with ProfessorButrn?
Answer. The Iepartment has the deepest respect for Dr. Burns' wisdom and

scholarshil) ini the broad area of social policy. We share Dr. Burns' concern about
the extent to which some policy decisions may be arrived at on the basis of
popular misconception, rather than hard and proven fact. Over the 17 years since
this Department was established it has been dedicated to dispelling lnisconcep-
tions, developing public awareness of actual facts, and careful social and eco-
nomic research into the underlying causes and deeper meanings of the facts with
which we are confronted. Thus the Department has striven, and we will continue
to strive, toward the establishment of firm factual bases on which social and
economic decisions may be based and clear and valid methods of evaluating
public policy decisions in these areas.

While we share Dr. Burns' concern about the premises upon which public
policy Is sometimes based, we are confident that we are making and will continue
to make every reasonable effort to assure that decisions relating to social policy
will be based on the best available data and the judgment of those best qualified
with regard to the matter at hand.



APPENDIX D

(This Appendix Contains Tables and Charts Presented to the
Committee by the Department of HEW During Their Appear-
ance Before the Committee)
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Benefits Potentially Available to Four-Person Female-Headed
Families Under Family Assistance and Current Law

Department of Health, Education, and Welfare--July 1970

HEW Explanation of Tables 1-12

These tables were prepared to permit comparison between the
House-passed Family Assistance bill and related programs (tables 5-
8), current law Aid to Families With Dependent Children (AFDC),
(tables 1-4), and the Administration's June 11 Amendments to H.R.
16311 (tables 9-12). The example used is a female-headed family of
four, assuming the family applied for and received all the income,
food, housing, and medical benefits for which it was eligible. The vast
majority of families, of course, do not receive all these benefits. It is
estimated, for example, that approximately 10 percent of all AFDC
families nationwide live in public housing, and not all eligible families
elect to partici pate in food programs. Further, there are several ways
of measuring tle value of public housing. We have used in these tables
the difference between rent paid for public housing and the rent for
comparable private housing. This difference is considerably higher
than tile actual Federal subsidy per unit. Therefore, benefits should
be regarded as illustrative of the maximum benefits potentially avail-
able to these families.

(1183)
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Benefits Potentially Available to 4- Person
Female'Headed Recipient Families in

PHOENIX,ARIZ. .
FEDERAL

&
Z ITATE T . AL

4
' - iT

wcmfE NCOE EUISTY CSNEY
Tt TAX TA J ,CME

2.893
3,160
3,683
4,175
4,518
419
5,147
5900

645

SVULAS5 1' 47!IT1t) TOTAL
COMMOOTf Ai1IAIti I4T)
VALUE TI FAMLV 111N0

T441
441
441
441
441
441
441

NO 1$2,649
WPICN 3,334

PROG. 3,601
4,124
4,616
4,959
5,160
5,147
5,900
6,645

USE NT I

S.FAALY ]TOTAL

9,078 4727
916 42S;
853 4,454
725 4,849
603 5/219
4812 5,441
360 5,620
360 5,507
1006,000

1,645
See footnotes on p. 1186.

~OAJ~X IAFt~C~

$0
720

1,000
2,000:
3000
5,000
6,000

Benefits Potentially Available to 4-Person
Female iHeoded Recipient Families in

WILMINGTON, DEL.
TOTAL FEDEXAL?' ISTA "I '6CZAL

4
1

' 
NET 'SJILLS 1 sSTV E) AC I( TC TAL

MU!NEY INC-OME WMi SECRITY, KNEY COAAOTTY WMAIIE IE'T MCTEt AND
INMUE iTAI T;A TA JACOME VA UE TI FAMlY I 1-M

1,78 1 1,7881
1,188 2,508
1,788 2,788
1788 3,788
1,731 4731
1064 064 $ NO
397 5397 316

6,000 528

i88~35 2,473;
48 2,740'
96 3,692'
144 4,5871
f92 4,720
240 4815
288 5133

$661
661
661
661
661
661
661

$437 $8S437, 3,571
437 3,838
437 4,790
437 5,685
437 5818
437 5,913

5,133

(NOT-:ONY29% OF ALL AR ,IN MTSI N W6lMINVTON 4Uv HOuiN)

See footnotes on p. 1180.

TOTAL
hkE'

T2,208
2,208
2,208
1,779
1,319
858
398

,$0
720

1,000
2,000
300
4,000
5,000
6,000
7,000
8,0q

?,208
2928
3,208
3,779
4,319
4,858
5,398
6,000
7,000
8,000

f35
48
98

144-
192
240
288
336
374

$140
316
528
706
902

2

Ta FAM111 !OOIAL

$693
531
468
243
31

3,579
4,102
4,306
5,033
5,716
5,818
5913,133

(IZ%[N% kF DC1 kCME

1 A:N; os 1 A F DC I

|ID=[
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TOITAL

[A;%A&s 1A~rC R

120
1,000.
30001
4.000
4,000
6000
6,000
7,000
9.000

42,976
2,976
2.976
2,69
1,9'23
1,266b
689

Benefits Potentially Available to 4 -Person
Femole.Headed Recipient Families in

C HICAGO0, 1lLL. T*LL

rEEA !STATE I ,OCIAL 4 ET FOO b'1X A '
IFECE ICN SECL T FOOD TS ~ 'II T:A
TAX TAX LTAX V%'CVE LA. s IF 'AV' L Y % kN'

140
316
628
706
902
.100

* 2.916
$36 3,661
48 3,928
96 4,494
144 4,179
192 4.924
240 G.022
288 S,1631
336 P926
314 bb682
374 7.473

480~
360
3121
288
2881
288,
288

790 4.246
790 1 4,811

i7o0 S,890
190, 6002
190 6,100

&.1b3
&,926

$2,976,
3.696

4,Q23

6,000
7.000
8,000
9.000 1

0 ONUS INCRIAStS ABCNE AFDC ISREAKEVEN AS FAMILY MEOY FMIWELA* 10 WC*4VLW AERENT SOCAMES

(AM:E MY 16% OF ML AFDC toIMENwS IN C1CA00 LIVE IN MIC&, WuSWsO.

See footnotes on p. 1180.

EAL~FJGSCC~ TOTAL

7

7,00

910(

0
20
)0 3,02

2,719
17 1)

4,196
4,982
4,71I
CfAN

Benefits Potentially Available to 4 -Pe rson.
Femnale-Headed Recipient Families in

NEW VOR K NC.T * O~(I~I
FRfAL' 'STATEs ISAL~ NET SLIMPS &ST1TfJAn4A5(j TOIL

!INCOME INCOME 5EAr MTNty COMMOOTIT trlEux

48
96

IAI

4M6
4,61
A fl4

* £77
£22
£22
£22

)0 1,5S81 *,814140 1 19 5,48 s2
)0 714 1 ,714 316 28 240 9,130 £22
20 41 6,041 £28 SS 188 ;j17b £2
10 7,000 706 I 91 336 9,867

)0 8,O0 902 127 374 4091
0 9,000, 11001 170 374 ,7Sb

*'AM1 WRIAPW CY5 LMT,IXM FAMY VIV K AaAM To SMA tNTX.O OC *M I LOATD.
S MCEARS MMO AFO MIS YM At FAMMIS MMI FROM WEVAOO VO NAAO RENI MOESMI.

(WTI: OKY61 F LL U RE CLPIEI IN *1 VM CTYAN M WMO)

See footnotes on p. 1180;.

3

Ct M~%T

,LN. :
' LX TC'I

*840 11.086
840O S,6&1
840 9.870
840 6,412
840 6,697
840 6842
840 6,940

9b0* 6,123
9, 926
6 .682
7,473

4

CURMET1
WXL~
ONoI MOW
TO FAMILY f TOTAL

*LISS
1119S~

* 420
420
420
420
420
410
410
4120
720
720

6,00q
6,294

b,72;

5,867
6,G97

6,9h
6,429
6,714

7,225
7,21

7,917

TO FAV1LY I TC'AL

1 i TAX rINCOME I "M T4 FAMPLY 11-KIWOI
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'FOOTNOTES FOR CURRENT BENEFIT TABLEs 1-4 WITH TOTAL (FEDERAL AND
STATE) MEDICAID BENEFIT

1. State supplement is based on the following maximum payments: New YorkCity-$3,576 (adjusted for rent as paid to public housing) ; Chicago-$2,976 (ad-
justed for renu as paid to public housing) ; Delaware-$-1,788; Arizona-$2,208.
Work-related expenses were based on estimated State averages of $70S in
Chicago, $900 in New York; and general standard practice of $480 in Phoenix
and $660 in Wilmington.

2. Federal tax based on current schedule, including surcharge.
3. State tax based on current schedules.
41. Social Security tax based on 4.3 percent of earnings up to $7,800.
5. Food bonus based on value of surplus commodities (Phoenix, Wilmington

and New York City) or food stamp bonus (Chicago) based on local eligibility
schedules.

6. Medicaid benefit shown is the total (Federal and State) average benefit
for all AFDC families in State. Individual families may receive higher or lower
value depending upon medical needs. State eligibility standards apply.

7. Public housing bonus for New York and Chicago was calculated on the
basis of the value of private market rentals less the maximum rent allotment for
AFDO recipients ($90 in Chicago and $105 in New York).

In Phoenix and Wilmington fiat AFDO grants are generally given, with no
variation for rent. Hence, bonus equals the difference between rent paid and
equivalent private market rents as calculated by HUD. Rents in Phoenix and
Wilmington assume operation of the Brooke Amendment. Even where a welfare
rent schedule Is present, it was assumed that the Brooke Amendment would
govern. Net income was computed for families in each city based on exemptions
and deductions applied by each local authority's adopted policy, as revealed
in HUD central files for public housing. The private annual gross rents assumed
are as follows:

2 bedroomPhoenix $1,00
Wilmington --------------------- 1, 020
Chicago --------------------------------------------- 1,920
New York City --------------------------------------- 1,680
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Selected Income-Testedl Programs for a 4f'er~on
Female-Headed Fomily in

UAP IST 01
AIE'VCCXNEFIT SLVt F.XET

L Is- ... . AV E CA,''t TVCO

IFEDEIZL SW XA LPLs V C:' :JE%77i VSZEAA'
ICcA! A.CCYE gE C,, iTA CZ'E%'NTf R VEV .L % PV PC P7Sk1' f p k
TAX TAX EAt 44 I APEVC FA0 *V , L 41~ & 1L. ̂i

28
172
396
51b
676

104
156
208
'260
312
364
416b

*441 NO
441 MEDICAID
441 PROGRAM
441
441
441
441

#1,078

884
762
640
516

360
160

* V,27
4,248
43846
4,112

I 1819

See footnotes on p. 1189.

Selected Income-Tested Programs. for a 4Pro

1 TOTE
~S

t
ATE

S~~PXIUENT I!4CC

188
188
528
828
852
wb

Female-Headed Family in
WILMINGTON, DEL.
L IFEPEXAL ,STATE SA
EY INCOIMX INCOME FEUtIT1 C

01,788
2,508
Z788
5,788
4,812
4,664
5,093
61000

172
$12
28
St

27
92

104
196b
208
260
312

!6 AAIJAb * TOTA INCOM E
URPLLJS ? MAEDRAI, eveEN7E ARM M ANDA
OMMOPIT ( PAYMENTPEC Nk KINh~E -iFvA1

* 661
0,1
61

661
61
61

437
487
497
431
431
451
431

468
249
12;
46

#,0~9
4,100
4,902

;0059

5,731
5,3011

See footnotes on p). 11lSo.

P§4AFPMI1Y

*00

VA60
Q60
460

*0
720

1'000
2,000
S,000
4,W0
5,000
6000
7000
8,000

TOTAL
WONEY

002,208
608 2,928
b13 3,018
b5S 2,619
694 4,194
107 4,701
315 5,313

64000
7,000,
810001

ify~5S AMIS SEEF I1

41,600
1,6wO
1,460
9b0
460

0O
720

1,000
UN0
3,000
4,000
,000

b000

TkX ! TAX I SAX I v

,STATE 
I 

J=ISVIPLEMENT IN ALUE A10CFAMILY ISONUS iL' $MCI$

A R 11.
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relatedd Income-Tested Programs fora 4-feron
Female-Headed Family in

k cA E3X

y1

CHICAGO, ILL
IA STTE TOTIL EDE7A1 I SrATE I ccA

E ;T!NSSENEFIT SUPPLEMENT !IAcomf TAI TAI [TAt

$1,600 ,376 2,976'
720 1,600 1,376 8,696

WOO I 1,460 1329 3,789
200 960 1,162 4,12
3,000 460 996 4,456
4,000 789 4,789

000 123 5,123
6000, o6000
7,00 7,0001

$ 28
172 $11
336J 21
5161 32

$37
52

156
208
260

7

SURPLSI MEr V.X i) CURRENT 04 MO AAD
cortmopry PFAYMET TA PVIXP W111~ IN-KiWD RCVA IUE MD F j1fY 50N ALL SOCETS

$480 *790 $840 4,086
360 790 840. 5,649
312 790 840 5,679
312 790 840 5,960
312 790 840 6242
288 790 840 6,471
288 790 840 6,598

9601 6291
1,16,088

See footnotes on p. 1189.

Selcted Income-Tested Programs for a 4"Person
Female- Headed Family in

NFW VnR1 MV

111 
•AL

_IRN1IrNEFiV SUPtLEMENT f mCME TAX

$0
720

1,000
2.000
3,000
4.000
5,000
6,000
7.000
8,000
oo

101,600 $1,976
1,600 1,916
1.460 1,929
960 1,162
460 I,695

1,388
121
54

4,296
4.389
4,722
ROS5
5,388
5.721

P5
7000
8,000
9000

S28
172
336916
676
848

STATlE AL41 I1SURPtL
INCOME ISECgRiTV CCNMOOITI
TA TA74 I VALUE

28
55

127
170

37
92

104
156
208
260
312
364
416
468

9 522
922
922
922
522
522
522
522

PAMEKI

A$t FAXJ LY

$1,1&3
1,193/IG3

1,1631.1,53

S1.153

-E 6 !TMT'AWCONE:
&VaENT. 3 I1 ftffANO

SOUiS -IALL 5WCCS

$420
420
420
420
420
420
420
420
7201
720

$ .671

6.432
6,713
6.994
7,246

7,446
6.14q1.501
7.514

HR. I6311
See footnotes on p. 1189.

t#TK 

O 
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FOOTNOTES FOR PRECEDING TABLES 5-S

1. Based on current State payment levels and practices for a female-headed
AFDC family of four with House-passed provisions of See. 452, and no deduction
for Federal income taxes:

Ari-ona.-$2,208 maximum for a family with no other income (69 percent
of need standard of $3,192).

Delaware.-$1,788 maximum for a family with no other income (need
standard of $2,832). Payment is deficit or legislative maximum, whichever
is less.

Illinois.-$3,156 (100 percent of need standard) for a family with no
other income. The payment Is adjusted to include rent as paid to a public
housing authority in Chicago ($70 a month) for a typical unit.

New York.-$3,756 (100 percent of need standard) for a family with no
other income. The payment is adjusted to include rent as paid to a public
housing authority in New York City ($90 a month) for a typical unit.

2. Federal income tax calculated on the basis of the tax provisions in effect
in 1972, assuming no surcharge.

3. Current State schedule.
4. Social security tax of 5.2 percent of income up to $9,000 which will be in

effect January 1, 1971.
5. Arizona, Delaware and New York City have surplus commodity programs.

Independently of Family Assistance, New York City will institute a food stamp
program in the fall of 1970.

Food stamp bonus in Illinois Is the difference between the value of the coupon
allotment and the purchase price of the coupons; based on current food stamp
schedules, with mandatory payroll deduction subtracted from gross income in
determining purchase price and eligibility.

6. Arizona has no Title XIX program. Amounts shown for Delaware, Illinois,
and New York include Federal and State portions of Medicaid.

7. Phoen ix, Arizona.--Public housing bonus is the HUD estimate of comparable
relocation rental ($1,500 yearly) minus amount of public housing rent paid.
Calculated for 2-bedroom unit. Precise figures unavailable for proportion of
AFDO recipients in Phoenix living in public housing.

Wilmington, Delaware.-Public housing bonus Is the HUD estimate of com-
parable relocation rental ($1,020 yearly) minus amount of public housing rent
paid. Calculated for 2-bedroom unit. Only 29 percent of AFDC recipients In
Wilmington live in public housing.

Chicago, Illinois.-Public housing bonus is the HUD estimate of comparable
relocation rental ($1,920 yearly) minus general maximum rent allotment of pub-
lie assistance ($90 monthly). Calculated for 2-bedroom unit. Approximately 18
percent of all AFDC recipients in Chicago live in public housing.

New York, New York.-Public housing bonus Is the HUD estimate of com-
parable relocation rental ($1,6SO yearly) minus general maximum rent allot-
ment of public assistance ($105 monthly). Calculated for 2-bedroom unit. Ap-
proximately 8 percent of all AFDC recipients in New York City live in public
housing.

8. Bonus rises as families move from welfare to non-welfare rent schedules.
9. Above continued occupancy limits, but family may be allowed to stay until

other housing is located.



1190

FARM

4(

5(61

Benefits Potentially Available to4 person Female- headed Family in'
PHOENIX, ARIZ.

frvf t. HOUS1I03
S!ATFANP PMWOSFPI' ,VS TO

• TE TOTALS Wit SCHfRULF MVWAO TOTAL NET fAMILuY UNERCTALNKF
I FAPI STATFIT MONEfY SURITY FOOP STAMP INSUOhCI PMNFYAMOSPq N _YANO

IGSBNFTSUPPEMEVT INCOME TAXES Bogus BONUS IN-10oN "M5(AU IN.)30f)

0 $t,600 $608 $2,08 $ ,46 $470 3,0324 $1119 4442
720 1,600 608 2928 $37 417 434 3.742 974 4.716
)00 1,460 613 073 52 371 423 3,815 945 4,760
)00 960 653 A613 104 199 369 4,0W 837 4914
00 460 694 4,154 156 27 315 4,340 711 5051

000 707 4,707 246 228 4689 573 5262
000 313 5,3f13 457 77 4933 422 5,55
000 600 689 25311 250 5,561
0001 'i,0001 944 615 ,56

*ASSUMES TWO-SEOROOA U NIT

(INtULPS CWC 'i NVOC G WAW W LM f AVAILAt.F 1 00LYS FINT Of FVAILY AS ,WTANC- FAIAt-S NA101Qf)

See footnotes on p. 1192.

Pendits Potentially Avoilable to4person Fmale-headed Family in
WILMIN6TON, DEL.'FrEtrIAL PRQ6'QSE,  ,H J. lNG

1STATE.AND SORE, % 5OMJ TO
ITOTALOW SOCIAL FOOD MENAL TOTALNET FAMI LWOER TXX NET

STATE! M E MT S N-TA SUINC MONYAW fWOWM MOtWAN
I FA FTIIN PLE AE t'IOME TAXES NS IBMP -KIN X"S ACT, WINA

t0 $1,600 $188 *1.788 $780 $491 *3,09 #722 $3,781
720 1,600 188 2.508 137 551 4S5 3,477 ;78 4055
1,000 1,460 328 2,788 62 462 441 3,639 522 4.161
2,000 960 828 3,788 104 144 351 4,179 322 4501
3,000 460 852 4.312 166 299 4455 192 4,647
4,000 664 4664 249 239 4,654 104 4,758
5,000 93 5,093 460 132 4,765 4,765
6,000 6,000 699 5,301 5,301

"AsswiS TwO L4n
S me tnc 4n; WU IN A1192, I TOKYM OfFAt4YANO F&WO JWW)

See footnotes on p. 1192.
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Benefits ft'entallyAvilablto4pr, n.Femaleo ed Family in
CHICAGO., ILL.

IFEDE&L POMP& ww

ALM S T p SO C L $ TOTAL NET ff J TOrTANEl
r~ TT 0 E SMCATY ISTMP IhURIE N MONEY ARD Mpq 0 MYAI

EAEWMMWO EETT SVMECT 110ME TAXES SO.S Nw I-QIIW TAC, II-0ND

0 #000 $1,56 ,3,1S6 ,345 4414 3,9151 41,349 45,264
120 1,600 ,56 3,876 *31 116 342 4,297 1,201 5,498
1,000 1,460 1,509 3.969 52 86 333 4,336 1,118 5,S14
2,000 960 1,342 4,S02 104 300 4,498 1,095 5,593
S,000 460 1,175 4,635 156 246 4,725 1,011 5,136
4,000 981 4,987 236 158 4,909 923 5.832
5,000 .416 5,416 443 51 5,024 816 5,840
6,000 6,000 669 5.331 610 6,001
7,000 1,000 912 6,068 420 6,508
8,000 8,000 1,134 6,866 170 7,036
9,000 9,000 1369 7,631 1,631

A# MMS flWUMPOON]MT
(IcUrs F MmU mA "man" C 6 nW r I . &,mu ovcu Uuw NltJ t) T ,.:0/A'w0'"

See footnotes on p. 1192.
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FOOTNOTES FOR PRECEDING PROPOSED BENEFIT TABLES 9-12

1. Family Assistance benefits are $1,600 for a family of four with no other
Income, based on $500 each for the first two persons, $300 each for succeeding
persons. Family Assistance benefits are reduced 50 percent for earnings, after the
initial disregard of $720 for work-related expenses, and a single deduction for
Federal income taxes.

2. State supplementary payments are based on current payment levels with a
67 percent reduction rate for earnings, after the initial disregard of $720 and a
single deduction for Federal income taxes. House passed provisions of calculating
State payments apply (Sec. 452). State supplementary grants In New York and
Chicago are based on States reported general maximum rent allotment.

3. Federal income taxes computed on the schedule effective in 1972, assuming
no surcharge. State taxes are computed on current State schedules. Social Secu-
rity taxes reflect the increase from 4.8 to 5.2 percent of earnings up to $9,000
which will be effective January 1971.

4. Food assistance Is based on present estimates that the food stamp program
will replace the surplus commodity program in virtually all areas within the first
year of operation of Family Assistance. (New York City will commence a food
stamp program In the fall of 1970.) Food stamp bonus is the difference between
the coupon allotment ($1,272) and the purchase price (31.8 percent of gross
Income legs $240).

5. The assumption here 1p that the Family Health Insurance Program would
replace the present Medicaid program for families with a health insurance policy
having a $500 premium value. This policy value includes no supplementation
which the States might wish to make. Medical insurance bonus is the difference
between contributions and the illustrative premium value of $500. The following
illustrate contribution schedule Is assumed: 0 percent of gross Income to $1,600,
5 percent of that amount of gross income between $1,600 and $3,000, 10 percent
from $3,000 to $4,500, and 25 percent of gross income from $4,500 to $5,620. Full
participation Is assumed.

6. The housing bonus is calculated on the basis of tho proposed 1970 Housing
Act (S. 3639). That Act sets a uniform system of rents for all subsidized rental
housing, public and private, based upon fixed percentages of family income after
$300 Is deducted from gross Income for each child In excess of two. On the first
$3,500, families must pay 20 percent of net Income for rent; on the amount over
$3,500, 25 percent. (It is assumed that application of the 20-25 percent rent-
Income ratio in the private subsidy program would, In the aggregate, cover
project operating costs. In the private program subsidy Is limited to principal
and interest on the capital cost of the project and the aggregate of all project
rents must be sufficient to cover project operating expenses). The bonus is the
difference between prevailing private rents for housing of modest standards in
the four cities, based on the most recent determinations for relocation assistance
payments, Form HUD 614& In Phoenix, the local FHA Insuring office's chief
underwriter provided prevailing rents for standard housing In blue-collar neigh-
borhoods, plus utility allowances, since there is no HUD.aided relocation pro-
gram. It was assumed that the required unit sizes were 2-bedroom units for four
person families. The private annual gross rents assumed are as follows:

2 bedroom
Phoenix --------------------------------------------- $1, 500
Wilmington - ------------------- - ----------- 1,020
Chicago ---------------------------------------------- 1,920
New Yok City ---------------------------------------- 1,680



Benefits Potentially Available to Four-Person Female-Headed
Families

DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE-JULY 22, 1970

Explanation of Tables A-D

These tables were prepared, pursuant to a request by Senator John
Williams, to show the cash and housing benefits potentially available
under H.R. 16311 as revised by the Administration in Juno, but in-
cluding current law food and medicaid programs instead of the Ad-
ministration's June 11 revisions of these programs.

(1193)



TABLE A

BENEFITS POTENTIALLY AVAILABLE TO 4-PERSON FEMALE-HEADED FAMILIES IN PHOENIX, ARIZ.-H.R. 16311-AMENDED

State
FAP benefit 1 supplement 2

Federal,
State,

3

Total gross and social
*money security
income taxes

Current 4
schedule

food stamp
bonus

Total
average '
medicaid

payment to
AFDC family

Housing
bonus to 6

family under
Total net proposed

money and 1970 hous.
in-kind ing act*

Total net
money and

in-kind

$0 ................ $1,600 $608 $2,208 .............. $690 (*-) $2,898 $1,118 $4,016
$720 ............. 1,600 608 2,928 $37 480 (**) 3,371 974 4,345
$1,000 ........... 1,460 613 3,073 52 408 (**) 3,429 945 4,374

$2,000 ........... 960 653 3,613 104 360 (**) 3,869 837 4,706
$3,000 ........... 460 694 4,154 156 312 (**) 4,310 711 5,021
$4,000 ......................... 707 4,707 246 288 (**) 4,749 573 5,322

$5,000 ......................... 313 5,313 457 288 (**) 5,144 422 5,566
$6,000 ....................................... 6,000 689 .............. (**) 5,311 250 5,561
$7,000 ....................................... 7,000 944 .............. (**) 6,056 .............. 6,056

*Assumes 2-bedroom unit. Includes public housing which will be available
to only 6 percent of family assistance families nationwide. **No medicaid program.

See footnotes on p. 1198.

Earnings

to
04.



TABLE B
BENEFITS POTENTIALLY AVAILABLE TO 4-PERSON FEMALE-HEADED FAMILIES .IN WILMINGTON, DEL.-H.R. 16311-AMENDED

Stwe
FAP benefit' supplement-'

Federal,
State,'

Total gross and social
money security

income taxes

Total
Current, ' average "schedule medicaid

food starlp" payment to
bonus AFDC family

Housing
bonus to 6

family under
Total net proposed

money and 1970 hous-
in-kind ing act*

$0.............
$720 .............
$1,000 ...........

$1,600
1,600
1,460

$2,000 ........... 960
U,000 .. : ....... 460
$4,000 .........................

$188
188
328

828
852
664

$5,000 ......................... 93
$6,000 .......................................

$1,788
2,508
2,788

3,788
4,312
4,664

5,093
6,000

.......... ....

$37
52

104
156
249

$828
624
552

360
312
288

$437
437
437

437
437
437

460 288 437
699 ............................

*Assumes 2-bedroom unit (includes public housing which will be available
to only 6 percent of family assistance families nationwide). See footnotes on p. 1198.

Earnings
Total net

money and
in-kind

$722
578
522

322
192
104

$3,053
3,532
3,725

4,481
4,905
5,140

5,358
5,301

$3,775
4,110
4,247

4,803
5,097
5,244

5,358
5,301



TABLE C

BENEFITS POTENTIALLY AVAILABLE TO 4-PERSON FEMALE-HEADED FAMILIES IN CHICAGO, ILL.-H.R. 16311 AMENDED

Housing
Federal, Total bonus to'

State's Current ' average' family underTotal gross and social schedule medicaid Total net proposed Total net
State money sacurity food stamp payment to money and 1970 hous- money andEarnings FAP benefit I supplement 2 income taxes bonus AFDC family in-kind ing act* in-kind

$0................
$720 .............
$1,000 ...........

$1,600
1.600
1,460

$2,000 ........... 960
$3,000 ........... 460
$4,000 .........................

$1,556
1,556
1,509

1,342
1,175

987

$5,000 ......................... 416
$6,000 .......................................
$7,000 .......................................

$8,000 .......................................
$9,000 .......................................

$3,156
3,876
3,969

4,302
4,635
4,987

5,416
6,000
7,000

8,000
9,000

$37
52

104
156
236

$408
312
312

312
288
288

$790
790
790

790
790
790

443 288 790
669 ............................
912 ............................

1,134 ............................
1,369 ............................

* Assumes 2-bedroom ur~ii~. (Includes public housing whIch will be avail. See footnotes on p. 1198.
a blAssumes 2-bedroon uaily (Includes public housing which will be dveil-a blet o only 6 percent 0, family assistance families nationwide.)

$4,354
4,941
5,019

5,300
5,557
5,829

6,051
5,331
6,088

6,866
7,631

$1,349
1,210-
1,178

1.095
1,011

923

816
670
420

170

$5,703
6,142
6,197

6,395
6,568
6,752

6,867
6,001
6,508

7,036
7,631

See footnotes on p. 1198.



TABLE D

BENEFITS POTENTIALLY AVAILABLE TO 4-PERSON FEMALE-HEADED FAMILIES IN NEW YORK CITY, N.Y.-H.R. 16311 AMENDED

State
FAP benefit 1 supplement3

Federal.
State.3

Total gross and social
money security

income taxes

Current 4
schedule

food stamp
bonus

Total
average I
medicaid

Payment to
D family

Housing
bonus to 0

family under
Total net proposed

money and 1970 hous-
in-kind ing act*

$0. ..........
$720 .............
$1,000 ...........

$1,600
1,600
1,460

$2,000 ........... 960
$3,000 ........... 460
$4,000 .........................

$2,156
2,156
2,109

1,942
1,775
1,587

$5,000 ......................... 1,016
$6,000 ......................... 459
$7,000 .......................................
$8,000 .......................................

$3,756
4,476
4,569

4,902
5,235
5,587

6,016
6,459
7,000
8,000

.°..... .......

$37
52

104
156
237

460
703
971

$312
288
288

288
288
288

$1,153
1,153
1,153

1,153
1,153
1,153

$5,221
5,880
5,958

6,239
6,520
6,791

288 1,153 6,997
288 1,153 7,197
.................... 6,029

1,219 ............................ 6,781

*Assumes 2-bedroom unit includes public housing which will be available
to only 6 percent of family assistance families nationwide).

Earnings

Total net
money and

in-kind

$989
811
788

705
621
533

426
315
180

$6,210
6,691
6,746

6,944
7,141
7,324

7,423
7,512
6,209
6,781

See footnotes on p. 1198.
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FOOTNOTES FOR PRECEDING PROPOSED BENEFIT TABLES A-D

1. Family Assistance benefits are $1600 for a family of four with no other
income, based on $500 each for the first two persons, $300 each for succeeding
persons. Family Assistance benefits are reduced 50% for earnings, after the
initial disregard of $720 for work-related expenses, and a single deduction for
Federal income taxes.

2. State supplementary payments are based on current payment levels with a
67% reduction rate for earnings, after the initial disregard of $720 and a single
deduction for Federal income taxes. House passed provisions of calculating State
payments apply (See. 452). State supplementary grants in New York and Chi-
cago are based on State's reported general maximum rent allotment.

3. Federal income taxes computed on the schedule effective in 1972, assuming
no surcharge. State taxes are computed on current State schedules. Social Se-
curity taxes reflect the increase from 4.8 to 5.2% of earnings up to $9000 which
will be effective January 1971.

4. Food assistance is based on present estimates that the food stamp program
will replace the surplus commodity program in virtually all areas within the first
year of operation of Family Assistance. (New York City will commence a food
stamp program in the fall of 1970.) Food stamp bonus is the difference between
the coupon allotment and the purchase price, using the current food stamp
schedule.

5. Medicaid benefit shown is the total (Federal and State) average benefit for
AFDC families in State. Individual families may receive higher or lower value
depending on medical needs. State eligibility standards apply.

6. The housing bonus is calculated on the basis of the proposed 1970 Housing
Act (S. 3639). That Act sets a uniform system of rents for all subsidized rental
housing, public and private, based upon fixed percentages of family income after
$300 is deducted from gross income for each child in excess of two. On the first
$3,500, families must pay 20% of net income for rent; on the amount over $3,500,
25%. (It is assumed that application of the 20-25 percent rent-income ratio in
the private subsidy program would, in the aggregate, cover project operating
costs. In the private program subsidy is limited to principal and interest on the
capital cost of the project and the aggregate of all project rents must be suffi-
cient to cover project operating expenses.) The bonus is the difference between
prevailing private rents for housing of modest standards in the four cities, based
on the most recent determinations for relocation assistance payments, Form
HUD 6148. In Phoenix, the local FHA insuring office's chief underwriter pro-
vided prevailing rents for standard housing in blue-collar neighborhoods, plus
utility allowances, since there is no HUD-aided relocation program. It was as-
sumed that the required unit sizes were 2-bedroom units for four person families.
The private annual gross rents assumed are as follows:

. bedroom
Phoenix --------------------------------------------- $1,500
Wilmington ------------------------------------------- 1,020
Chicago ---------------------------------------------- 1,920
New York City --------------------------------------- 1,680



Benefits Potentially Available to Four-Person Female-Headed
Families

DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE-JULY 28, 1970

Explanation of Tables A-D

These tables were prepared, pursuant to a request by Senator John
'Williams, to show the cash and housing benefits potentially available
under H-.R. 16311 as revised by the Ad ministration in June, but in-
cluding current Jaw food and medicaid programs instead of the
Administration's June 11 revisions of these programs. In addition,
these tables include totals for net cash income and net cash income
plus food stamp bonus potentially available.

(1199)
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TARi A
BENEFITS POTENTIALLY AVAILABLE TO 4-PERSON, FEMALE-HEADED FAMILIES IN PHOENIX, ARIZ.-H.R. 16311-AMENDED

Housing
bonus

1o.
familyTotal underFederal. Current' average' pro-Total State 3 and schedule medicaid posedState gross social food Total net payment Total net 1970 Total netFAP supple- money security Net cash stamp cash and to AFDO money and housing money andEarnings benefit ment 2 income taxes income bonus food family in-kind act* an-kind

$0 .............. $1,600 $608 $2,208 ............ $2,208 $690 $2,898 $2,898 $1,118 $4,016$720 ........... 1,600 608 2.928 $37 2.891 480 3,371 3,371 974 4,345$1,000 ......... 1,460 613 3,073 52 3,021 408 3,429 3,429 945 4,374

$2.000 ......... 960 653 3,613 104 3,509 360 3,869 3,869 837 4,706$3v000 ......... 460 694 4,154 156 3,998 312 4,310 4,310 711 5.021$4,000 ..................... 707 4,707 246 4,461 288 4,749 4,749 573 5,322

$5,000 ..................... 313 5,313 457 4,856 288 5,144 5,144 422 5,566$6,000 ................................. 6,000 689 5,311 .......... 5,311 5,311 250 5,561$7,000 ................................. 7,000 944 6,056 .......... 6,056 6,056 .......... 6,056

A urc . . ro ,. m uni.., .n i. .sp bl... . . ..hih .il e val
ble turyes-eoroom unit, incnues public housing which will be avail-betony6percent of family assistance families nationwide. •* No medicaid program.

See footnotes on p. 1204.
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TABLx B

BENEFITS POTENTIALLY AVAILABLE TO 4-PERSON FEMALE-HEADED FAMILIES IN WILMINGTON, DEL.-H.R. 16311-AMENDED

Housing
bonusto 6
family

Total under
Federal 3 Current 4 average 6 pro-

Total state I and schedule medicaid posed
State gross social food Total net payment Total net 1970 Total net

FAP supple- money security Net cash stamp cash and to AFDO money and housing money and
Earnings benefit 1 ment 

2 income taxes income bonus food family in-kind act* in-kind

$0...........
$720 ...........
$1,000 .........

$2,000 .........
$3,000 .........

$1,600
1,600
1,460

960
460

$4,000 .....................
$5,000 .....................
$6,000 ............................

$188
18
328

$1,788
2,508
2,788

828 3,788
852 4,312

664 4,664
93 5,093

6,000

.,o...... ....

$37
52

$1,788
2,471
2,736

$828
624
552

$2,616
3,095
3,288

104 3,684 360 4,044
156 4,156 312 4,468

249 4,415
460 4,633
699 5,301

288
288

$437
437

$3,053
3,532

$722
578

$3,775
4,110

437 4,481 322 4,803
437 4,905 192 5,097

4,703 437 5,140
4,921 437 5,358
5,301 ............ 5,301

104
........ ,,

,..........

5,244
5,358
5,301

0 Assumes 2-bedroom unit(Includes public housing which will be available
to only 6 percent of family assistance families nationwide).

See footnotes on P. 1204.



TABLE C
BENEFITS POTENTIALLY AVAILABLE TO 4-PERSON FEMALE-HEADED FAMILIES IN CHICAGO, ILL.-H.R. 16311-AMENDED

Housing
bonus

to
familyTotal underFederal, Current average pro-Total State, and schedule medicaid posedState gross social food Total net payment Total net 1970 Total netFAP supple- money security Net cash stamp cash and to AFDC moneyand housing money andEarnings benefits ment2 income taxes income bonus' food family in-kind act a in-kind

$0 ... .........
$720 ...........
$1,000 .........

$1,600
1.600
1,460

$2,000 ......... 960
$3,000 ......... 460
$4,000 .....................

$1,556
1,556
1,509

1,342
1,175

987

$5,000 ..................... 416
$6,000 .................................
$7,000 ............................... .

$8,000 .................................
$9,000 .................................

$3,156
3,876
3,969

4,302
4,635
4,987

5,416
6,000
7,000

.... , ........

$37
52

$3,156
3,839
3,917

104 4,198
156 4,479
236 4,751

443 4,973
669 5,331
912 6,088

$408
312
312

$3,564
4,151
4,229

312 4,510
288 4,767
288 5,039

288

8,000 1,134 6,866 ..........
9,000 1,369 7,631 ..........

5,261
5,331
6,088

$790
790
790

$4,354
4,941
5,019

790 5,300
790 5,557
790 5,829

790

6,866 ............
7,631 ............

6,051
5,331
6,088

$1,349
1,201
1,178

1,095
1,011

923

816
670
420

6,866 170
7,631 ..........

* Assumes 2-bedroom units. (Includes public housing which will be avail. See footnotes on p. 1204.able to only 6 percent of family assistance families nationwide.)

to

$5,703
6,142
6,197

6,395
6,568
6,752

6,867
6,001
6,508

7,036
7,631



TABLE D

BENEFITS POTENTIALLY AVAILABLE TO 4-PERSON, FEMALE-HEADED FAMILIES IN NEW YORK CITY, N.Y.-H.R. 16311-AMENDED

Housing
bonus'

tofamily
Total under

Federal, Current 4 average' pro-
Total state Band schedule medicaid posed

State gross social food Total net payment Total net 1970 Total net
FAP supple- money security Net cash stamp cash and to AFDO money and housing money and

Earnings benefit 1 ment 2 income taxes income bonus food family in-kind act* in-kinc

$0 .............. $1,600 $2,156 $3,756 ............ $3,756 $312 $4,068 $1,153 $5,221 $989 $6,210

$720 ........... 1,600 2,156 4,476 $37 4,439 288 4,727 1,153 5,880 811 6,691
$1,000 ......... 1,460 2,109 4,569 52 4,517 288 4,805 1,153 5,958 788 6,746

$2,000 ......... 960 1,942 4,902 104 4,798 288 5,086 1,153 6,239 705 6,944

$3,000 ......... 460 1,775 5,235 156 5,079 288 5,367 1,153 6,520 621 7,141

$4,000 ..................... 1,587 5,587 237 5,350 288 5,638 1,153 6,791 533 7,324

$5,000 ..................... 1,016 6,016 460 5,556 288 5,844 1,153 6,997 426 7,423

$6,000 ..................... 459 6,459 703 5,756 288 6,044 1,153 7,197 315 7,512
W7,000 ................................. 7,000 971 6,029 .......... 6,029 ............ 6,029 180 6,209

$8,000 ................................ 8,000 1,219 6,781 .......... 6,781 ............ 6,781 .......... 6,781

*Assumes 2-bedroom unit (includes public housing which will be available See footnotes on p. 1204.
to only 6 percent of family assistance families nationwide).
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FOOTNOTES FOB PROPOSED BENEFIT TABLES A-D

1. Family Assistance benefits are $1600 for a family of four with no other
income, based on $500 each for the first two persons, $300 each for succeeding
persons. Family Assistance benefits are reduced 50% for earnings, after the
initial disregard of $720 for work-related expenses, and a single deduction for
Federal income taxes.

2. State supplementary payments are based on current payment levels with a
67% reduction rate for earnings, after the initial disregard of $720 and a single
deduction for Federal income taxes. House passed provisions of calculating
State payments apply (Sec. 452). State supplementary grants in New York and
Chicago are based on State's reported general maximum rent allotment.

3. Federal income taxes computed on the schedule effective in 1972, assuming
no surcharge. State taxes are computed on current State schedules. Social
Security taxes reflect the increase from 4.8 to 5.2% of earnings up to $9000
which will be effective January 1971.

4. Food assistance Is based on present estimates that the food stamp program
will replace the surplus commodity program in virtually all areas within the
first year of operation of Family Assistance. (New York City will commence a
food stamp program In the fall of 1970.) Food stamp bonus Is the difference be-
tween the coupon allotment and the purchase price, using the current food stamp
schedule.

5. Medicaid benefit shown is the total (Federal and State) average benefit
for AFDC families in State. Individual families may receive higher or lower
value depending on medical needs. State eligibility standards apply.

6. The housing bonus is calculated on the basis of the proposed 1970 Housing
Act (S. 3639). That Act sets a uniform system of rents for all subsidized rental
housing, public and private, based upon fixed percentages of family income after
$300 is deducted from gross Income for each child in excess of two. On the first
$3,500, families must pay 20% of net Income for rent; on the amount over $3,500,
25%. (It is assumed that application of the 20-25 percent rent-income ratio in
the private subsidy program would, in the aggregate, cover project operating
costs. In the private program subsidy Is limited to principal and Interest on the
capital cost of the project and the aggregate of all project rents must be suffi-
cient to cover project operating expenses.) The bonus is the difference between
prevailing private rents for housing of modest standards in the four cities, based
on the most recent determinations for relocation assistance payments, Form
HUD 6148. In Phoenix, the local FRA insuring office's chief underwriter pro-
vided prevailing rents for standard housing in blue-collar neighborhoods, plus
utility allowances, since there Is no HUD-aided relocation program. It was
assumed that the required unit sizes were 2-bedroom units for four person fam-
ilies. The private annual gross rents assumed are as follows: 2 bedroom

Phoenix ---------------------- ----------------------- $1,500
Wilmington ---------- --------------------------------- 1,020
Chicago ----- ------------------ 1,920
New York City ---------------------------------------- 1,680



Benefits Potentially Available to Four-Person Female-Headed
and Male-Headed Families Under Family Assistance and Cur-
rent Law

DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE-

AUGUST 6, 1970
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NO"HES AND DrSINcziTIVws IN THE CURRENT AFD0 PROGRAM

The major objectives of the original Family Assistance legislation were to
eliminate or reduce the inequities, "notches", and wotk disincentives in the
current Aid to Families with Dependent Children (AFDO) program. Analysis
of this program highlighted three principal problems which included the ex-
clusion of full-time working men and their families from Federally-assisted
programs; the "30 and %" provisions for income disregards under AIPDO and

(1205)
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AFDC-UF; and the definition of need in terms of hours in the AFDC-unem-
ployed Father (UF) program;

A. EXCLUSION OF THE WORKING POOR

Since 1935, AFDC eligibility has been confined by the assumption that fam-
ilies headed by a full-time male worker do not need assistance. AFDC was
accordingly designed for families headed by women and only in 1961 were
provisions added for assistance to unemployed men and their families. The
assumption that the income of full-time workers would by definition be adequate,
however, has not been validated by experience. In 1968, 39 percent of the poor
families with children in this country were headed by full-time workers. Thus,
male and female-headed families In equal need are treated differentially. The
result has been an understandable resentment on the part of those who are
excluded. And, a financial incentive has been created for full-time working men
either to reduce their hours of work to qualify for AFDC-UF-In the 23 States
with a UP program--or to leave home in order for their families to qualify for
AFDC (see Graphs A and B), where welfare would pay more than work.

B. THE "30 AND 1/3" PROVISIONS OF AFDC AND AFD-UF

In 1967 the Congress enacted the "30 and ' provisions to provide work
Incentives for AFDC recipients. Recipients may now exclude the first $30 a
month and one-third of any remaining earnings from their income in calculating
AFDC grants. These provisions have made It possible for AFDC recipients who
work to have higher total Incomes than non-recipient working women. If the
earnings of a working woman have been in excess of the State-defined need
standard, she is not eligible for any type of welfare support. However a work-
ing mother who happens to be earning less than the need. standard will be
eligible for supplementation of her wages to a level above the need standard
through application of the "30 plus '" earnings incentive formula. Once on
welfare, this woman could have a total net income of earnings plus welfare
which Is higher than the income of the woman who has only her earnings. An
Incentive is thus created for working women to reduce their income-through
reducing their hours of work-to qualify for supplementation (see Graph C).
The 30 and 'A provisions also apply to the UF program, and the same potential

for wide discrepancies between the incomes of working men and- UF recipients
are present as in AFDC.

C. EXCLUSION OF FULL-TIME WORKING MEN FROM AFDC-UF

Under AFDC-UF, only fatuilies headed by "unemployed fathers"--defined by
regulation as those working no more than 30 hours per week (or 35 hours, at
each State's option)-are eligible. This definition of eligibility based on hours
does not necessarily correspond to need. Someone who works full-time can be In
equal or greater need than a less than full-time employed man, either because
his wages per hour are lower or his needs-as detIned by family sze-are greater
(see Graph D). Thus, a father on welfare will be better off working, under the
30 and 1/3 formula, so long as he does not work more than 30 hours per week.
If he works more than that, he is suddenly no longer "unemployed" under the
regulation, and he loses the supplementation to his earnings provided under the
"30 and 1/3" formula. This measurement of need by hours means that men would
often be worse off working full-time than by not working at all or k-eping only a
part-time job supplemented ny welfare (see Graph D). Nor Is the problem solved
by simply changing the regulation to decrease the number of hour, used to define
unemployment, for that only moves the notch to a lower point on the earnings
curve, leaving men with an Incentive not to seek even part-time jobs which entail
more than the permissible number of hours of work.

ELIMINATION OF THE WELFARE NOTCHES AND DISINCFNTIVES IN FAMILY

ASSISTANCE

.Work incentives were provided under Family Assistance in three basic ways.
First, Family Assistance is structured to make it profitable to work and to in-
crease earnings by allowing recipients to keep a portion of benefits as Income
rises. Second, child care and training programs are enlarged. Third, the strong
disincentives and notches in the current AFDC program which encourage work-
ing men and women to reduce earnings or hours of work in order to qualify for
assistance are eliminated or greatly reduced.
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Primary among the structural changes is the extension of income supplenienta-
fion to the working poor, a measure which will have considerable anti-poverty
impact and will bring about greater equity in the treatment of male and female-
headed families, and working and non-working families. Because of this extended
coverage, and because the current AFDC-UF program cannot be reformed so
long as eligibility is based on hours of work, the UP program will be phased-out,
thereby eliminating a second source of inequity and disincentive.

As a work incentive, and to cover the costs of going to work, the first $60 a
month of earnings ($720 per year) would be completely disregarded in determin-
ing the amount of payments for a family. Federal income taxes would also be
deducted from earnings. Then, Family Assistance benefits would be reduced $1
for each $2 of additional earned Income above $60 per month and Federal in-
come taxes. This type of offset would provide an incentive for the family to
work and increase its earnings.

The $30 and 1/3 provisions of AFDC and AFDC-UF would be superseded by
Family Assistance. Instead of the $30 initial disregard, AFDC recipients would
be allowed the standard Family Assistance disregard of $60 per month. This
standard deduction would also replace the other deductions some States cur-
rently allow for mandatory payroll taxes, transportation costs, health premiums,
lunches during working days, to name but a few. While these deductions have of
course made it profitable to work, they have resulted in raising the breakeven
levels considerably, up to $8,000 and $9,000 and higher in some cases. These high
breakeven levels and generous deductions have received considerable unfavor-
able publicity and have generated understandable resentment. The substitution
of the standard deduction of $720, plus a deduction for any Federal income taxes
paid is a substantial gain in rationalization and insures that all working women
will be treated equally, regardless of prior welfare status, unlike the current
application of 30 and % which benefits only women already on welfare.

The financial incentives contained in the bill are bolstered by strong work re-
quirements in the system itself. Adult members of families who apply for Fam-
ily Assistance payments would be required to register for employment or train-
ing and to accept training or a suitable job opportunity when offered. Failure
to register or to accept such a job or training opportunity would result in ter-
mination of the individual's benefit. The bill has been amended to raise the
penalty for refusal to register or accept work or training from $300 to $500, and
to clearly state that this penalty applies to each of the first two members of the
family.

To make these work incentives and requirements effective, the Administra-
tion is seeking a major expansion of manpower, child care, and supportive serv-
ice programs. Family members referred to a program will receive a monthly
training allowance of $30 in addition to their Family Assistance and State sup-
plementary benefits, or the normal manpower training allowance in lieu of these
if it is higher. Over $600 million is being requested for these elements, of which
$386 million is for the child care component. After-school and summer day care
services could be provided to 300,000 school aged-children, and full-day serv-
ices for 150,000 pre-school children.

With the inclusion of the working poor and male-headed families, the ra-
tionalization of AFDC through the application of consistent income eligibility
criteria to women already on welfare and those who are working, and the
elimination of Federal participation in AFDC-UF, the notches in welfare have
been taken out and financial incentives are built into both Family Assistance
and State supplemental programs.

NOTCHES CREATED BY OTHER INCOME-TESTED PROGRAM

It is also possible, however, for "notches" to be created by the combination of
Family Assistance and State supplementation with other income-tested pro-
grams, so that income ranges may be established over which the amount of
benefits lost are greater than the added income from earnings. Such notches
and other disincentives may be created in at least four ways:

Through the establishment of income cut-off points above and below
which receipt of benefits may be an all or none phenomenon (an example
is the surplus commodities program under which a constant food bundle is
received at no cost as long as income Is below a specified, State-determined
level) ;

Through tying receipt of benefits under one program to eligibility for
receipt of benefits in another (an example Is the Medicaid program which
is tied In most instances to receipt of AFDC or AFDC-UF) ;
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Through defining eligibility for benefits in a manner which discriminates
among recipients of equal earnings (examples here are the exclusion gen-
erally of male-headed families from Medicaid, the lower income-eligibility
ceilings for food programs which are applied to male-headed families in
nearly all States; and, finally,

Through the combination of benefit reduction formulae or income eligibil-
ity ceilings for cash, food, medical, public housing and tax programs which
may raise the reduction rate to over 100 percent over certain income ranges.

ELIMINATION OF THE NOTCHES IN RELATED INCOME-TESTED PROGRAMS UNDER THE
ADMINISTRATION'S JUNE REVISIONS

As demonstrated in the April hearings of the Senate Finance Committee, some
Family Assistance recipients might be subject to work disincentives over certain
income ranges due to these above factors. The Administration has provided for
elimination of all notches in these related programs with its proposals of June
11 which:

1. smooth out the food stamp schedule (by administrative action) so that
the benefits decline evenly to zero at the point at which the recipient be-
comes ineligible for further participation. Common eligibility criteria and
benefit schedules would be applied to male and female-headed families;

2. phase-out the commodity program so that it will be almost wholly out
of existence by July 1, 1972;

3. accept the solution of the proposed Housing Act of 1970 which directly
relates housing subsidy to income; and

4. commit the Secretary of HEW to provide details of a Federal Family
Health Insurance Plan by February, 1971 which would provide for a sliding
scale of contributions and thereby eliminate the notches caused by the pres-
ent Medicaid program.

THE TRADE-OFFS IN INCOME-TESTED PROGRAMS

This total elimination of notches and potential work disincentives, however,
has not been without cost; there is an inevitable trade-off between the elimina-
tion of disincentives, the maintenance of a sufficiently low rate of benefit reduc-
tion to encourage work effort, the provision of a minimum support level for
families with no other income, and the necessity to keep overall program costs
and caseloads within reasonable limits.

All of these factors interrelate in basic mathematical ways, so that tampering
with one constraint inevitably produces changes in others. For example, if the
benefit reduction rate is lowered and all else remains constant, the caseloads
and program costs increase, and incentives to work improve. Also, as the break-
even level rises, the program becomes much less poverty efficient, as increasing
proportions of benefits go to the nonpoor. These interrelationships and tradeoffs
are built into any welfare system-AFDC as well as PAP.

The following table illustrates the trade-offs involved in terms of greatly in-
creased costs and coverage if the Family Assistance reduction rate alone is
reduced from 50% to 30%.

Additional Additional
cost over families over

Breakeven current plan current plan
Tax rate (percent) point' (in billions) (in thousands)

50 ......................................... $3 ,9 20 ............................
45 ......................................... 4,275 $0.4-$0.6 250
40 ......................................... 4,720 1.5-1.8 1,110
35 ......................................... 5,291 3.5-4.0 2,300
30 ......................................... 6,050 6.0-7.0 3,200

'For a family of 4.

The problem is exacerbated if a constant 50% rate is attempted for the total
package of cash, food, housing, and medical insurance benefits. In Wilmington,
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Delawa re, which has a relatively low State supplement level, the breakeven level
exclusive of Federal, State, and Social Security taxes would be $9,880 for a fam-
ily receiving the greatest potential benefits.

Family Assistance and State supplement ------------------------ $1, 788
Public housing comparable rent -------------------------------- 1,020
Food stamp allotment ---------------------------------------- 1,272
Medical Insurance -------------------------------------------- 500

Total ------------------------------------------------ 4,580

4,580X 2+720=$9,880

In higher benefit States, the breakeven would be considerably higher, so that
costs and caseloads are Impossible to calculate. Unless we give free food stamps
to all who wish them, provide universal free health care, and public housing for
everyone who wants it regardless of income, we must find some means of limit-
ing benefits to the most needy and limiting costs and caseloads by reducing bene-
fits as Income rises. As shown in the tables for Current Law, poverty concentra-
tion has been accomplished at the price of equity and incentives in the past by
establishing arbitrary income eligibility cut-off points below which persons re-
ceived 100% of benefits, and above which no benefits, as in the case of commodi-
ties and Medicaid. This, as the Senate Finance Committee has pointed out, pro-
duces notches and severe disincentives at the cut-off points, while providing for
greater work incentives at lower earnings levels. Eliminating the notches can
only be done by establishing a sliding benefit schedule which must inevitably
produce higher benefit reduction rates at lower earnings levels. These are the
difficult trads-offs which must be made if all notches are to be eliminated.

Thus, the Committee has noted that the resolution of these conflicting objec-
tives may produce rather substantial reduction rates over certain income ranges
in specific cases where a recipient receives cash benefits and benefits from one
or more in-kind programs. The Administration believes its proposals to have
struck a reasonable balance among these conflicting objectives in view of the con-
siderable amount of cash work incentives provided to the majority of recipients
and the extent of the economic sanctions and non-economic incentives present in
the system.

There are four major factors which, In combination, should provide sufficient
incentives to outweigh the criticism of inadequate incentive provisions in the
Administration proposals.

First, only a tiny minority of recipients receive benefits from all of the related
programs which results in these lowered Incentives (less than 6% of all Family
Assistance families nationwide will live in the &57,586 public houslg units cur-
rently under management; less than 40% of the poor are currently receiving
food or commodity benefits; and a substantial proportion receive no Medicaid
benefits during any given year because they do not have medical needs).

And, there is substantial evidence that recipients do not consider in-kind bene-
fits to be equivalent to spendable cash Incomes just as non-recipient families do
not consider employer paid health benefits to be a substitute for cash Income. It
may be quite misleading to put a cash value on, say, medical subsidies and
portray these as additions to total family income or as benefits which induce the
majority of recipients to curtail work effort in order to prevent loss. Such dis-
incentives may occur at the State supplement breakeven level-when a recipient
has the option of increasing earnings and leaving the welfare rolls-but even
here the disincentives are likely to be severe only for families with large and pre-
dictable health care needs. Most recipients would rather earn the $1,000 which
would make them ineligible for AFDC and Medicaid In order to gain the spenda-
ble cash income. Families generally think in terms of increased gross Income
rather than declining in-kind benefits.

The situation with public housing and food or commodity benefits Is similar, so
that the incremental total cash benefits with increased income is a more relevant
and compelling factor-and here the positive inventives built into Family As-
sistance are substantial.

Third, there is evidence that families would rather, when financially able,
exercise full consumer choice in regard to type and location of their housing or
the kind of food they may purchase. Many eligible families do not participate
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In commodity distribution programs, for example, because it Is Inconvenient to
haul bulky food parcels home, the foodstuffs are not necessarily those they would
have chosen to purchase, and they would rather avoid the waiting lines and ad-
ministrative procedures associated with the l)rogram. Similarly, many eligible
families do not participate in food stamp and public housing programs for a
variety of personal, social, and economic reasons. Many public housing tenants
simply do not value these units at the comparable private rental value assigned,
and would prefer to live in private housing. Only increased cash income facil-
itates such choices.

Fourth, and perhaps most important, are the entire range of employment-
related incentives which make Family Assistance a "workfare" bill. The required
registration for training (an incentive in itself to break out of a low-wage fu-
ture) or employment, the exclusion of work-related expenses of $720 annually
from income, the additional $30 monthly excludable allowance for training, day
care services-all of these support the incentive of a recipient to work. The
sanction of a $500 loss of benefits for each of the first two eligible members of a
family who refuse training or employment is a strong sanction against reduced
work effort which further supports the incentive pattern.

There is finally, the urge of most men and women to feel productively em-
ployed, to value the salary and status of employment, and to contribute to their
family's economic well-being.

These factors argue strongly that the reduction rates of the bill, even when
combined with other, non-welfare programs, do not vitiate the work incentives
of the Family Assistance Plan.
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ATTACHMlENT

'Tha Notch for the Working Poor
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ATTACHMENT (2)

The "30 .& 1/3" .Notch for Working Women
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Explanation of Tables 1-16
These tables were prepared to permit comparison between the House-passed

Family Assistance bill and related programs, current law Aid to Families with
Dependent Children (AFDC), and the Administration's June 11 Amendments
to II.R. 16311. The example used is a female-headed family of four, assuming
the family applied for and received all the income, food, housing, and medical
benefits for which it. was eligible. The vast majority of families, of course, do not
receive all these benefits. It is estimated, for example, that approximately 10%
of all AFDC families nationwide live in public housing, and iiot all eligible
families elect to participate in food programs. Further, there are several ways
of measuring the value of public housing. We have used in these tables the dif-
ference between rent paid for public housing and the rent for comparable private
housing. This difference is considerably higher than the actual Federal subsidy
per unit. Therefore, benefits should be regarded as illustrative of the maximum
benefits potentially available to these families.



TABLE 1.-CURRENT LAW
(Benefits potentially available to 4-person female-headed families in Phoenix, Ariz.]

Benefits potentially available to the majority of current AFDC recipients

Total
Federal,

State, and Current
social surplus To-l netTotal gross security Net cash commodities ca.., andAFDC I cash income taxes 2 4 income value a food

Benefits potentially avail-
able to less than the
majority of current AFDC
recipients

Current
public

housingbonus a

bonus 8 housing Total

Total net
cash, food,
and publichousing

$0..............

$720 .............
$1,000 ...........

$2,000 ...........
$3,000 ...........
$4,000 ...........

$2,208 $2,208

2,208
2,208

1,779
1,319

858

$5,000 ........... 398
$6,000 .........................
$7,000 .........................
$8,000 .........................

2,928
3,208

3,779
4,319
4,858

5,398
6,000
7,000
8,000

$35
48

96
144
340

579
853

1,100
1,355

$2,208

2,893
3,160

3,683
4,175
4,518

$441 $2,649 $1,078 $3,727

441
441

441
441
441

4,819 441
5,147 ..............
5,900 ..............
6,645 ..............

3,334
3,601

4,124
4,616
4,959

5,260
5,147
5,900
6,645

916
853

725
603
482

4,250
4,454

4,849
5,219
5,441

360 5,620
360 5,507
100 6,000
..... 6,645

See footnotes on p. 1218.

Earnings

$3,727 "

4,250
4,454

4,849
5,219
5,441

5,620
5,507
6,000
6,645

Tota I



TABLE 2.-CURRENT LAW

[Benefits potentially available to 4-person female-headed families in Wilmington, Del.]

Benefits potentially available to
29 percent of current AFDC AverageBenefits potentially available to 71 percent of current AFDC recipients recipients vendor

payments toTotal Total Current Current healthgross Federal, State, surplus Total net public Total net cash, services for
cash and Social Net cash commodities cash and housing food, and AFDCEarnings AFDC income Security taxes234 income value food bonus' public housing families Total

$0.........
720 .........
1,000 .......

$1,788
1,788
1,788

$1,788
2,508
2,788

2,000 ....... 1,788 3,788
3,000 ....... 1,731 4,731
4,000 ....... 1,064

5,000 ....... 397
6,000 .................

5,064

5,397
6,000

$35
48

96
144
344

582
867

$1,788
2,473
2,740

3,692
4,587
4,720

$661 $2,449
661 3,134
661 3,410

661
661
661

4,815 661
5,133 ..............

4,353
5,248

$693
531
468

243

5,381 ............

5,476 ... : ........
5,133 ............

$3,142
3,665
3,869

4,596
5,279
5,381

$437 $3,579
437
437

437
437
437

5,476 437
5,133 .............

See footnotes on p. 1218.* Medical vendor payments do not represent cash income available to
families, and should not be counted as part of total family income. Such
payments are made on behalf of families with medical needs only.

4,102
4,306

5,033
5,716 b-

5,818

5,913
5,133



TABLE 3.-CURRENT LAW
[Benefits potentially available to 4-person female-headed families in Chicago, 1t.]

Benefits potentially available to 82 percent of current AFDC recipients

Total Federal.
State. and

Total gross social security
AFDC ° 1 cash income taxes 2 3-4

Current
schedule,

Net cash food-stamp
income bonus 5

Benefits potentially
available to 18

percent of current
AFDC recipier.ts

Current
Total net public
cash and housingfood bonuses

lies 7 Total

Total net
cash,
food.
and

publichousing

$0 ................
$720 .............
$1,000 ...........

$2,000 ...........
$3,000 ...........
$4,000 ...........

$2,976
2,976
2,976

2,590
1,923
1,256

$5,000 ........... 589
$6,000 .........................
$7,000 .........................

$8,000 .........................
$9,000 .....................

$2,976
3,696
3,976

4,590
4,923
5,256

5,589
6,000
7,000

8,000
9,000

$35
48

96
144
332

567
837

1,074

1,318
1,527

$2,976
3,661
3,928

4,494
4,779
4,924

5,022
5,163
5,926

$480
360
312

288
288
288

288
... °...........

6,682 ..............
7,473 ..............

$3,456
4,021
4,240

4,782
5,067
5,212

5,310
5,163
5,926

$840
840
840

$4,296
4,861
5,080

840 5,622
840 5,907
840 6,052

840
8960

(9)

6,682 (9)
7,473 ..........

6,150
6,123
5,926

$790
790
790

$5,C86
5,651
5,870

790 6,412
790 6,697
790 6,842

790

6,682 ............
7,473 ............

6,940
6,123
5,926

6,683
7,472

* The AFDC maximum payment level ($3,156) is adjusted here to $2,976
because public housing rent is less than the maximum AFDC rent allowance.Medical vendor payments do not represent cash income available to

families and should not be counted as part of total family income. Such
payments are made on behalf of families with medical needs only.

See footnotes on p. 1218.

Earnings

Average
vendor

,payments
to health
services

for AFDC
fami.lies *"7 Total



TABLE 4.-CURRENT LAW
[Benefits Potentially Available to 4-Person Female-Headed Families in New York City, N.Y.]

Benefits potentially
available to 8

percent of currentBenefits potentially available to 92 percent of current AFDC recipients AFDC recipients Average

vendor
Total Total net payments

Federal, cash, to health
State, and Current Current food, services

social schedule Total net public and for AFDCTotal gross security Net cash food stamp cash and housing public fami.Earnings AFDC I* cash income taxes 2' income bonusO food bonus' housing lies 7 **, Total

$0 ................ $3,576 $3,576 .............. $3,576 $360 $3,936 $420 $4,356 $1,153 $5,509
$720 ............. 3,576 4,296 $35 4,261 312 4,573 420 4,993 1,153 6,146
$1,00C ........... 3,382 4,382 48 4,334 288 4,622 420 5,042 1,153 6,195

$2,000 ........... 2,715 4,715 96 4,619 288 4,907 420 5,327 1,153 6,480
$3,000 ........... 2,048 5,048 144 4,904 288 5,192 420 5,612 1,153 6,765
$4,000 ........... 1,381 5,381 333 5,048 288 5,336 420 5,756 1,153 6,909

$5,000 ........... 714 5,714 584 5,130 288 5,418 420 5,838 1,153 6,991
$6,000 ........... 47 6,047 871 5,176 288 5,464 420 5,884 1,153 7,037
$7,000 ......................... 7,000 1,133 5,867 .............. 5,867 8 720 6,587 ............ 6,587

$8,000 ......................... 8,000 1,403 6,597 .............. 6,597 8720 7,317 ............ 7,317
$9,000 ......................... 9,000 1,644 7,356 .............. 7,356 (9) 7,356 ............ 7,356

*The AFDC maximum payment level ($3,756) is adjusted here to $3,576
because public housing rent is less than the maximum AFDC rent allowance.

"Independently of family assistance, New York will institute a food stanp
program in thetal/ of 1970. therefore, the currant schedule food stamp bonus
is shown here rather than the commodity value.

*-Medical vendo oiyments do not represent cash income available to
families, and should not be counted as part of total family income. Such
payments are made on behalf of families with medical needs only.

See footnotes on p. 1218. 
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FOOTNOTE FOR CURRENT BENEFIT TABLES 1-4

1. State supplement Is based on the following maximum payments: New York
City-$3,756 (adjusted for rent as paid to public housing) ; Chicago-$3,156 (ad-
justed for rent as paid to public housing) ; Delaware-$1,788; Arizona-$2,208.
Work-related expenses were based on estimated State averages of $708 in Chicago,
$900 in New York; and general standard practice of $480 in Phoenix and $660 In
Wilmington.

2. Federal tax based on current schedule, including surcharge.
3. State tax based on current schedules.
4. Social Security tax based on 4.8% of earnings up to $7,800.
5. Food bonus based on value of surplus commodities (Phoenix and Wilming-

ton) or food stamp bonus (Chicago and NewYork) based on local eligibility sched-
ules. Independently of Family Assistance, New York will institute a food stamp
program in the fall of 1970. Therefore, the current schedule food stamp bonus is
included here rather than the commodity value. Food stamp bonus Is the difference
between the value of the coupon allotment ($1,272 per annum) and the purchase
price of the coupons; based on current food stamp schedules, with mandatory
payroll deductions subtracted from gross income in determining purchase price
and eligibility.

0. Public housing bonus for New York and Chicago. was calculated on the
basis of the value of private market rentals less the maximum rent allotment for
AFDC recipients ($90 in Chicago and $105 in New York).

In Phoenix and Wilmington flat AFDC grants are generally given, with no
variation for rent. Hence, bonus equals the difference between rent paid and
equivalent private market rents as calculated by HUD. Rents in Phoenix and
Wilmington assume operation of the Brooke Amendment. Even where a welfare
rent schedule is present, it was assumed that the Brooke Amendment would
govern. Net income was computed for families in each city based on exemptions
and deductions applied by each local authority's adopted policy, as revealed in
HUD central files for public housing. The private annual gross rents assumed
are as follows:

2 bedroom
Phoenix ---------------------------------------------- $1, 500
Wilmington -------------------------------------------- 1,020
Chicago ----------------------------------------------- 1,920
New York City ----------------------------------------- 1,680

7. Medicare benefit shown is the total (Federal and State) average payment
on behalf of all AFDC families in State. Individual families may receive higher
or lower value depending upon medical needs. State eligibility standards apply.

8. Bonus rises as families move from welfare to non-welfare rent schedules.
9. Above continued occupancy, but families may be allowed to stay until other

housing is located.



TABLE 5.-FAMILY ASSISTANCE, H.R. 16311
(Benefits potentially available to a 4-person female-headed family in Phoenix, Ariz.]

Benefits potentially
available to a minorityBenefits potentially available to the majority of current AFDC recipients of current AFDC

Total Fed- Current recipients
eral, State. surplus Current Total netState Total and social corn- Total net public cash, food.Family supple- gross cash security Net cash modities cash and housing and publicEarnings assistance I ment2 income taxes343 income value 5 food bonust- housing Total

$0 ...................... $1,600 $608 $2,208 ............ $2,208 $441 $2,649 $1,078 $3,727 $3,727$720--------------. 1,600 608 2,928 $37 2,891 441 3,332 916 4,248 4,248$1,000------------. 1,460 613 3,073 52 3,021 441 3,462 884 4,346 4,346 €$2,000 ................. 960 653 3,613 104 3,509 441 3,950 762 4,712 4,712$3,000 ................. 460 694 4,154 156 3,998 441 4,439 640 5,079 5,079$4,000 ............................. 707 4,707 246 4,461 441 4,902 516 5,418 .418$5,000 ............................ 313 5,313 457 4,856 441 5,297 380 5,677 5,677$6,000. ................................ 6,000 689 5,311 ............ 5,311 360 5,671 5,671$7,000......................... ........ 7,000 944 6,056 ............ 6,056 160 6,216 6,216$8,000 ............................... ..... 8,000 1,1Oi 6,819 ............ 6,819 ............ 6,819 6,819

*The majority of AFDC recipients in Phoenix do not live in public housing. See footnotes on p. 1223.and only 6 percent of family assistance families nationwide will live in publichousing.



TABLE 6.-FAMILY ASSISTANCE, H.R. 16311
(Benefits potentially available to a 4-person female-headed family in Wilmington, Del.]

Benefits potentially
available to 29 percent

of current AFDCBenefits potentially available to 71 percent of current AFDC recipients recipients

Total
Federal,

Total State and Current Curret Total netgross social surplus Total net public cash, foodFamily State cash security Net cash commodi- cash and housing and publicEarnings assistance, supplement2 income taxes a a income ties value 6 food bonus?* housing

Average
vendor

payments
to health
services

for
AFDC

fami io* 4.

$0.......
$720 ........
$1,000 ......

$1,000
1,600
1,460

$2,000 ...... 960
$3,000 ...... 460
$4,000 ..................

$188 $1,788 ............
188 2,508 $37
328 2,788 52

828 3,788 104
852 4,312 156
664 4,664 249

$1,788
2,471
2,736

3,684
4,156
4,415

$661 $2,449
661 3,132
661 3,397

661 4,345
661 4,817
661 5,076

$693
531
468

$3,142
3.663
3,865

243 4,588
125 4,942
46 5,122

$437 $3,579
437 4,100
437 4,302

437 5,025
437 5,379
437 5,559

$5,000 .................. 93
$6,000 ..............................

5,093
6,000

460 4,633 661
699 5,301 ............

5,294 ............
5,301 ............

5,294 437
5,301 ............

*Only 29 percent of all AFDC recipients in Wilmington live in public hous-ing, and only 6 percent of family assistance families nationwide will live in
public housing."Medical vendor payments do not represent cash income available to

families, and should not be counted as part of total family income. Such
payments are made on behalf of families with medical needs only.

(See footnotes on p. 1223.)

Tota I

5,731
5,301



TABLE 7.-FAMILY ASSISTANCE, H.R. 16311

[Benefits potentially available to a 4-person female-headed family in Chicago, I1!.]

Benefits potentially
Benefits potentially available to 82 percent of current AFDC recipients in Chicago available to 18 percent

of current AFDC Average
Total recipients in Chicago vendor

Federal, Current payments
Total State, and schedule Current Total net to health
gross social food Irotal net public cash, food, services

Family I State2 sup- cash security Net cash stamp cash and housing and public for AFDC
Earnings assistance plement" income taxes 3 

3 income bonus food bonus7-- housing familiesg** Total

$0 .......... $1,600 $1,376 $2,976 ............ $2,976 $480 $3,456 $840 $4,296 $790 $5,086
$720 ....... 1,600 1,376 3,696 $37 3,659 360 4,019 840 4,859 790 5,649
$1,000..... 1,460 1,329 3,789 52 3,737 312 4,049 840 4.889 790 5,679

$2,000 ..... 960 1,162 4,122 104 4,018 312 4,330 840 5,170 790 5,960
$3,000 ..... 460 996 4,456 156 4,300 312 4,612 840 5,452 790 6,242
$4,000 ................. 789 4,789 236 4,553 288 4,841 840 5,681 790 6,471

$5,000 ................. 123 5,123 443 4,680 288 4,968 840 5,808 790 6,598
$6,000 ............................. 6,000 669 5,331 ............ 5,331 9960 6,291 ............ 6,291
$7,000 ............................. 7,000 912 6,088 ............ 6,088 (10) 6,088 ............ 6,088

$8,000 ............................ 8,000 1,134 6,866 ............ 6,866 ............ 6,866 ............ 6,866
$9,000 ............................. 9,000 1,369 7,631 ............ 7,631 ....... .... 7,631 ............ 7,631

*The maximum AFDC grant ($3,156) is adjusted here for rent as paid to
public housing, according to current State practice.

*Only 18 percent of all AFDC recipients in Chicago live in public housing,
and only 6 percent of family assistance families nationwide will live in public
housing.

*'*Medical vendor payments do not represent cash income available to
families and should not be counted as part of total family income. Such
payments are made on behalf of families with medical needs only.

See footnotes on p. 1223.

tN3



TABLE 8.-H.R. 16311-FAMILY ASSISTANCE
[Benefits potentially available to a 4-person, female-headed family in New York City. N.Y.]

Benefits potentially available to 92 percent of current AFDC recipients

Total
Federal,

State and
State 2 Total gross social

Family 1 supple- cash security
Earnings assistance ment * income taxes 3-3

Current
schedule

food
Net cash stamp

income bonus6 .

Benefits potentially
available to 8 percent of
current AFDC recipients

Total net
cash and

food

Current
public

housing
bonus 7**

Total net
cash, food
and public

rousing

$0 .........
$720 .......
$1,0o0 .....

$1,600
1,600

$2,000 ..... 960
$3,000..... 460
$4,000 .................

$1,976 $3,576 ............
1,976 4,296 $37

1,460 1,929 4,389

1,762 4,722
1,595
1,388

$5,000 ................. 721
$6,000 ................. 54
$7,000 .............................

$8,000 .............................
$9,000 .............................

5,055
5,388

5,721
6,054
7,000

52

$3,576
4,259
4,337

104 4,618
156 4,899
237 5,151

460 5,261
703 5,351
971 6,029

8,000 1,219
9,000 1,486

$360 $3,936
312 4,571
288 4,625

288 4,906
288 5,187
288 5,439

288
288

6,781 ............
7,514 ............

5,549
5,639
6,029

6,781
7,514

$420
420
420

$4,356 $1,153 $5,509
4,991 1,153 6,144
5,045

420 5,326
420 5,607
420 5,859

420
420

1 720

5,969
6,059
6,749

1,153 6,198

1,153
1,153
1,153

6,479
6,760
7,012

1,153 7,122
1,153 7,212

............ 6,749

9720 7,511 ........ '...
(11) 7,514 ........

7,511
7,514

*Maximum AFDC grant ($3,756) is adjusted he-e for rent as paid to public
housing, according to current State practice.

"Independently of family assistance, New York City will institute a foodstamp program in the fall of 1970, therefore the food stamp bonus under
current schedule is reflected here rather than commodity value.'Only 8 percent of all AFDC recipients in New York City live in Public
housing, and only 6 percent of family assistance families nationwide will
live in public housing.

"'"Medical vendor payments do not represent cash income available to
families, and should not be counted as part of total family income. Such
payments are made on behalf of families with medical needs only.

See footnotes on p. 1223.

Average
vendor

payments
to health
services

for AFDC
fami-

lies 11 *' * Total
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FOOTNOTES FOR TABLES 5-8

1. Family Assistance benefits are $1600 for a family of four with no other
income, based on $500 each for the first two persons, *300 each for succeeding
persons. Family Assistance benefits are reduced 50% for earnings, after the
initial disregard of $720 for work-related expenses, and a single deduction for
Federal income taxes.

2. Based on current State payment levels and practices for a female-headed
AFDC family of four, with House-passed provisions of Sec. 452, and no deduc-
tion for Federal Income taxes:

Arizona-$2208 maximum for a family with no other income (69% of need
standard of $3192).

Delawae-$1788 maximum for a family with no other income (need stand-
ard of $2832). Payment is deficit or legislative maximum, whichever is less.

fIlinoi8--$3156 (100%0 of general maximum need standard) for a family with
no other Income. The payment Is adjusted to include rent as paid to a public
housing authority in Chicago ($70 a month) for a typical unit.

New York-43756 (100% of general maximum need standard) for a family
with no other income. The payment Is adjusted to include rent as paid to a
public housing authority in New York City ($90 a month) for a typical unit.

3. Federal income tax calculated on the basis of the tax provisions in effect
in 1912, assuming no surcharge.

4. Current State schedule.
5. Social security tax of 5.2 percent of Income up to $9,000 which will be in

effect January 1, 1971.
6. Arizona, Delaware and New York City have surplus commodity programs.

Independently of Family Assistance, New York City will institute a food stamp
program in the fall of 1970. Therefore, the current schedule food stamp bonus
is shown here rather than the commodity value.

Food stamp bonus is the difference between the value of the coupon allotment
and the purchase price of the coupons; based on current food stamp schedules,
with mandatory payroll deductions subtracted from gross income in determining
purchase price and eligibility.

7. Phoenix, Arizana--Public housing bonus is the HUD estimate of comparable
relocation rental ($1500 yearly) minus amount of public housing rent paid. Cal-
culated for 2-bedroom unit. Precise figures unavailable for proportion of AFDC
recipients in Phoenix living in public housing.

Wilmington, Delaware-Public Housing bonus is the HUD estimate of com-
parable relocation rental ($1020 yearly) minus amount of public housing "ient
paid. Calculated for 2-bedroom unit. Only 29 percent of AFDC recipients in
Wilmington live in public housing.

Chicago, Illino18-Public housing bonus is the HUD estimate of comparable
relocation rental ($1920 yearly) minus general maximum rent allotment of public
assistance ($90 monthly). Calculated for 2-bedrom unit. Approximately 18
percent of all AFDC recipients in Chicago live in public housing.

New York, New York-Public housing bonus Is the HUD estimate of com-
parable relocation rental ($1680 yearly) minus general maximum rent allotment
of public assistance ($105 monthly). Calculated for 2-bedroom unit. Approxi-
imately 8 percent of all AFDO recipients in New York City live in public housing.

8. Medicaid benefit shown is the total (Federal and State) average payment
made on behalf of all AFDC families in State. Individual families may receive
higher or lower value depending upon medical needs. State eligibility standards
apply.

9. Bonus rises as families move from welfare to non-welfare remit schedules.
10. Above continued occupancy limits, but family may be allowed to stay until

other housing is located.



TABLE 9.--FAMILY ASSISTANCE-ADMINISTRATION'S JUNE REVISIONS
[Benefits potentially available to a 4-person, female-headed family in Phoenix, Ariz.]

Benefits potentially
available to theminority of AFDCBenefits Potentially available to the majority of AFDC recipients recipients

Public
Total housingbonus

Federal, Proposed under TotalTotal State and Cash Netcash schedule proposed net cash, FamilyFamily State gross social income income less food Total 1970-" food and healthassist- supple- cash security less FHIP con- stamp net cash housing public insuranceEarnings ance ment* income taxes 3-5 taxes tributions bonus' and food act,' housing subsidy 8 Total

$0 .................... $1,600 $608 $2,208 .......... $2,208 $2,178 $646 $2,824 $1,118 $3,942 $470 $4,412$720 ................. 1,600 608 2,928 $37 2,891 2,825 417 3,242 974 4,216 434 4,650$1,000 ............... 1,460 613 3,073 52 3,021 2,944 371 3,315 945 4,260 423 4,683
$2,000 ............... 960 653 3,613 104 3,509 3,378 199 3,577 837 4,414 369 4,783$3,000 ............... 460 694 4,154 156 3,998 3,813 27 3,840 711 4,551 315 4,866$4,000 ......................... 707 4,707 246 4,461 4,189 .......... 4,189 573 4,762 228 4,990
$5,000 ......................... 313 5,313 457 4,856 ***4,433 ......... 4,433 422 4,855 77 4,932$6,000 ................................... 6,000 689 5,311 ***5,311 .......... 5,311 250 5,561 .......... 5,561$7,000 ......... 7,000 944 6,056 ***6,056 ......... 6,056 ......... 6,056 .......... 6,056$8,000 .................................... 8,000 1,181 6,819 **'16,819 .......... 6,819 .......... 6,819 .......... 6,819

*State supplement assumes "grandfathered" recipient, hence the irregu. -. Participation in the health plan has been assumed at all levels oflar pattern of State payment. For new recipients. State benefits would eligibility, although coverage at higher income levels is optional, and it is-teadily decline. likely that many families at the higher contribution levels will opt for lower"The majority of AFDC recipients in Phoenix do not live in pL.b!;c housing, private coverage. No deduction for private health insurance has been madeand only approximately 6 percent of FAP families nationwide will live in for families not receiving family health insurance plan subsidy, althoughpublic housing. such families would typically purchase private coverage.

See footnotes on p. 1228.



TABLE 10.-FAMILY ASSISTANCE-ADMINISTRATION'S JUNE REVISIONS

[Benefits potentially available to a 4-person, female-headed family in Wilmington, Del.]

Benefits potentially
available to 29 per-

cent of current
AFDC recipients

Benefits potentially available to 71 percent of current AFDC recipients

Tota I
Family I State 2 gross
assist- supple- cash

ance ment* income

Total
Federal,

State
and

social
security
taxes 3-3

Cash
income

less
taxes

Net cash
income

less FHIP
contribu-

tion

Pro-
posed

schedule
food

stamp
bonusa

Total
net cash
and food

Public
housing
bonus
under

pro-
posed

1970"*
Housing

Act 7

Total
net cash,
food and

public
housing

$0 .................... $1,600
$720 ................. 1,600
$1,000 ............... 1,460

$2,000 ............... 960
$3,000 ............... 460
$4,000 .........................

$188 $1,788
183 2,508
328 2,77.8

828 3,788
852 4,312
664 4,664

......... $1,788
$37 2,471

52 2,736

104 3,684
156 4,156

$1,779
2,426
2,677

$780
551
462

$2,559
2,977
3,139

3,535 144 3,679
3,955 .......... 3,955

249 4,415 ***4,154 ......... 4,154

$722
578
522

$3,281
3,555
3,661

322 4,001
192 4,147
104 4,258

$491
455
441

$3,772
4,010
4,102

351 4,352
299 4,446
239 4,497

$5,000 ......................... 93
$6,000 ...................................

5,093 460 4,633 ***4,265 .......... 4,265
6,000 699 5,301 5,301 .......... 5,301 .......... 5,301 ..........

*State supplement assumes "grandfathered "_reci pient, hence the irregularpattern of State payment. For new recipients, State benefits would steadily
decline.

*Only 29 percent of all AFDC recipients in Wilmington live in public hous.ing, and only 6 percent of FAP recipients nationwide will live in public house.
ing.

"**Participation in the health plan has been assumed at all levels of eligi-bility, although coverage at higher income levels is optional and it is likelythat many families atthe higher contribution levels will opt for lower privatecoverage. No deduction for private health insurance has been made forfamilies not receiving family health insurance plan subsidy, although suchfamilies would typically purchase private coverage.
See footnotes on p. 1228.

Earnings

Family
health

insurancesubsidy

subsidy!
Total

4,397
5,301

132.......... 4,265



TABLE 11.-FAMILY ASSISTANCE-ADMINISTRATION'S JUNE REVISIONS
(Benefits potentially available to a 4-person, female-headed family in Chicago, 1ll.]

Benefits potentially available to 82 percent of current AFDC recipients

Earnings

Tota!
Family I State 2 gross

assist- supple- cash
ance ment" income

$0 .................... $1,600
$720 ................. 1,600
$1,000 ............... 1,460

$2,000 ............... 960
$3,000 ............... 460
$4,000 .........................

$1,556
1,556
1,509

1,342
1,175

987

$5,000 ......................... 416
$6,000 ...................................
$7,000 ...................................

$8,000 ... ................. ..............
$9,000 ...................................

$3,156
3,876
3,969

4,302
4,635
4,987

5,416
6,000
7,000

Total
Federal,

State
and

social
security
taxes 3-a

Cash
income

lesstaxes

taxes tion bonuses and fooi

........ $3,156
$37 3,839

52 3,917

104 4,198
156 4,479
236 4,751

443 4,973
669 5,331
912 6,088

Net cash
income

less FHIP
contribu-tion

$3,070
3,681
3,750

Pro-
posed

schedule
food Total

stamp net cashbonusG and fooi

$345
116
86

3,998 ..........
4,225 ..........
4,409 ..........

***4,524 ..........
**'5,331 ..........
***6,088 ..........

8,000 1,134 6,866 ***6,866 ..........
9,000 1,369 7,631 ***7,631 ..........

$3,415
3,797
3,836

3,998
4,225
4,409

4,524
5,331
6,088

6,866
7,631.

*FAP does not raise AFDC grant level. Grant is higher than under current that many families at the higher contribution levels will opt for-lower privatelaw only because current law adjusts the same standard ($3,156) for rent as coverage. No deduction for private health insurance has been made forpaid to public housing, families not receiving family health insurance plan subsidy, although such*Only 18 percent o all AFDC recipients in Chicago live in public housing, families would typically purchase private coverage.and only 6 percent of FAP families nationwide will live in public housing.**Participation in the health plan has been assumed at all levels of eligi- See footnotes on p. 1228.bility, although coverage at higher income levels is optional, and it is likely

Benefits potentially
available to 18 per-

cent of current
AFDC recipients

Public
housing

bonus
under

pro- Total
posed net cash, Family
1970* food and health

Housing public insurance
Act housing subsidy ' Total

$1,349 $4.764 $414 $5,178
1,201 4,998 342 5,340
1,178 5,014 333 5,347

1,095 5,093 300 5,393 :
1,011 5,236 246 5,482

923 5,332 158 5,490

816 5,340 51
670 6,001 ..........
420 6,508 ..........

170 7,036 ..........
...... 7,63 1 ..........

5,391
6,001
6,508

7,036
7,631



TABLE 12.-FAMILY ASSISTANCE-ADMINISTRATION'S JUNE REVISIONS
[Benefits potentially available to a 4-person female-headed family in New York City, N.Y.]

Benefits potentially
available to 8 per-

cent of current
AFDC recipients

Benefits potentially available to 92 percent of current AFDC recipients Public
housingTotal bonus

Federal, Pro- underState Net cash posed pro- TotalTotal and Cash income schedule posed net cash, FamilyFamily State gross social income less FHIP food Total 1970 food and healthassist- supple- cash security less contribu- stamp net cash Housing public insuranceEarnings ance' ment 2 0 income taxes 3-3 taxes tion bonus 8 and food Act 7 * housing subsidy b Total

$0 .................... $1,600 $2,156 $3,756 .......... $3,756 $3,610 $154 $3,764 $989 $4,753 $354 $5,107
$720 ................. 1,600 2,156 4,476 $37 4,439 4,221 .......... 4,221 811 5,032 282 5,314
$1.000 ............... 1,460 2,109 4,569 52 4,517 4,280 .......... 4,280 788 5,068 263 5,331

$2,000 ............... 960 1,942 "4,902 104 4,798 4,478 .......... 4,478 705 5,183 180 5,363
$3,003 ............... 460 1,775 5,235 156 5,079 4,675 .......... 4,675 621 5,296 96 5,392
$4,000 ........................ 1, 1,587 5,587 237 5,350 4,858 .......... 4,858 533 5,391 8 5,399

$5,000 ......................... 1,016 6,016 460 5,556 ***5,556 .......... 5.556 426 5,982 .......... 5,982
$6,000 ......................... 459 6,459 703 5,756 ***5,756 .......... 5,756 315 6,071 .......... 6,071
$7,000 ................................... 7,000 971 6,029 **"*6,029 .......... 6,029 180 6,209 .......... 6,209
$8,000 ................................... 8,000 1,219 6,781 ***6,781 .......... 6,781 ......... 6.781 .......... 6,781$9,000 .................................. 9,000 1,486 7,514 ***7.514 .......... 7,514 .......... 7,514 .......... 7,514

*FAP does not raise AFDC grant level. Grant is higher than under currentlaw only because Current law adjusts same standard ($3,756) for rent aspaid to public housing.
**0nly8 percent of all AFDC recipients in New York City live in public hous-ing. and only 6 percent of FAP families nationwide wIi live in public housing.
*"Participation in the health plan has been assumed at all levels of eligi-bility, although coverage at higher income levels is optional and it is likely

that many families at the higher contribution levels will opt for lower private
coverage. No deduction for private health insurance has been made for
families not receiving family health insurance subsidy, although such fam-
ilies would typically purchase private coverage.

See footnotes on p 1 228.
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FOOTNOTES FOR PROPOSED BENEFIT TABLES 9-12

1. Family Asistance benefits are $1600 for a family of four with no other
income, based on $500 each for the first two persons, $300 each for succeeding
persons. Family Ass stance benefits are reduced 50% for earnings, after the
initial disregard of -$720 for wvork-related expenses, and a single deduction for
Fedieratl income taxe.

2. State supplementary payments are based on current payment levels with a
G7% reduction rate for earnings, after the initial disregard of $720 anod a single
deduction for Federal Income taxes. House passed provisions of calculating State
payinents apply (See. 452) in Phoenix and Wilmington, where "grandfathered"
recipients are assumed. State supplementary grants in New York and Chicago
are based on States' reported general lnaxinmnum grants.

3. Federal income taxes computed utu the schedule effective in 1972, assuming
no sucharge.

4. State taxes are computed on current State schedules.
5. Social Security taxes reflect the increase front 4.8 to 5.2% of earnings up

to $9000 which will be effective January 1971.
6. Food assistance Is based on present estimates that the food staiip program

will replace the surplus commodity program in virtually all areas within the
first year of operation of Family Assistance. (New York City will commence a
food stanip program in the fall of 1970.) Food staimip bonus is the difference
between the coupon allotment ($1272) and the purchase (31.8% of gross income
less $2-10).

7. The ihousinig bonus is calculated oil the basis of the prolosed 1970 llousing
Act (S. 3639). That Act sets a uniform system of rents for all subsidized rental
housing, public and private, based upon fixed percentages of family income after
$300 is deducted from gross income for each child in excess of two. On the first
$3,500, families must pay 20% of net income for rent ; on the amount over $3,5M0,
25%. (It is assumed that application of the 20-25 percent rent-liconie ratio in
the private subsidy prograin would, in the aggregate, cover project operating
costs. In flit, private prograln subsidy is limited to principal and interest on the
capital cost of the project and the aggregate of all project rents must be
sufficient to cover project operating expenses.) The bonus is the difference be-
tween prevailing private rents for housing of modest standards in the four cities,
based oni the most recent determinations for relocation assistance payments,
Form MilI) 6148. In Phoenix. the local FITA insuring office's chief underwriter
provi(ded prevailing rents for standard housing in blue-collar neighborhoods,
plus utility allowances, since there Is no IIID-aided relocation prograin. It was
nssmnfied that the required muit sizes were 2-bedroom units for four person
familie.-. The private annual gross rents assumed are as follows:

2 bedroom
Phoenix ------------------------------------------------- $1,500
Wilmington ----------------------------------------------- 1,020
Chicago -------------------------------------------------- 1,920
New York City -------------------------------------------- 1,680

8. The assuniptioi here Is that the Family Health Insurance Program would
replace the present Medicaid program for families wtih a health insurance policy
having a $500 premium value. This policy value includes no supplementation
which the States might wish to make. Medical insurance bonus Is tile difference
between contributions and the illustrative premium value of $500. The following
illustrativc contribution schedule Is assumed: 0% of gross income to $1.600, 5%
of that amount of gross Income between $1,600 and $3,000, 10% from $3,000 to
$4,500, and 25% of gross Income from $4,500 to $5,620.

Full participation Is assumed. Contributions ar-e deducted from net family
Income in column as marked.



TABLE 13.-AMENDED H.R. 16311 AND HOUSING; CURRENT LAW, FOOD, AND MEDICAID (REQUESTED 8Y SENATOR JOHN WILLIAMS)

[Benefits potentially available to a 4-person female-headed family in Phoenix, Ariz.]

Bench
availa

of CBenefits potentially available to the majority of current AFDC recipients

P

fits potentially
ble to a minority
urrent AFDC
recipients

iblic
Total bonus

Federal, Current underTotal State "nd schedule proposed Total netFamily State sup- gross social --t cash food Total net 1970 cash, foodassist- plements$* cash security :ome stamp cash and housing and publicEarnings ancel income taxes 2-5 bonus f food Act 7 housing

$0 ..................
$720 ...............
$1,000 .............

$2,000 .............
$3,000 .............
$4,000.........

$1,600
1,600
1,460

960
460

$608
608
613

$2,208
2,928
3,073

653 3,613
694 4,154
707 4,707

313 5.313
..... 6,000
..... 7,000
..... 8,000

$37
52

$2,208
2,891
3,021

104 3,509
156 3,998
246 4,461

457
689
944

1,181

4,856
5,311
6,056
6,819

$690
480
408

$2,898
3,371
3,429

360 3,869
312 4,31c
288 4,749

288 5,144
5,311
6,056
6,819

$1'118
974
945

$4,016
4,345
4,374

837 4,706
711 5,021
573 5,322

422
250

5,566
5,561
6,056
6,819

*State supplement assumes a "grandfathered" recipient, hence irregular *The majority of AFDC recipients in Phoenix do not live in public housing,pattern of State payment. For new recipients, State benefits would steadily and only approximately 6 percent of family assistance families nationwidedecline, will live in public houi.inq.
See footnotes on p. 1253.

$5,000....
$6,000....
$7,000 ....
$8.000 ....

Tota I

$4,016
4,345
4,374

4,706
5,021
5,332

5,566
5,561
6,056
6,819



TABLE 14.-AMENDED H.R. 16311 AND HOUSING, CURRENT LAW, AND MEDICAID (REQUESTED BY SENATOR JOHN WILLIAMS)
[Benefits potentially available to a 4-person female-headed family in Wilmington, Del.]

Benefits potentially
available to 29 percentof current AFDC

recipients
Benefits potentially available to 71 percent of current AFDC recipients Public

housing AverageTotal bonus vendor
Federal, Current under Total net paymentsState. and schedule proposed cash, food, to health

Family 3tate Total gross social food Totp! net 1970 and public service forassist- supple- cash security Net cash stamp cash and Housing housing AFDCEarnings ance, ment"2 income taxes 3-3 income bonus food Act7 "- families"" Total

$0 ..........
$720 .......
$1,000 .....

$1,600
1,600
1,460

$2,000..... 960
$3,000 ..... 460
$4,000 .................

$188 $1,788
188 2,508
328 2,788

828
852

3,788
4,312

664 4,664

$5,000 ................. 93
$6,000 .............................

5,093
6,000

$37
52

$1,788
2,471
2,736

104 3,684
156 4,156
249 4,415

460 4,633
699 5,301

$828 $2,616
624 3,095
552 3,288

360 4,044
312 4,468
288 4,703

$722 $3,338
578 3,673
522 3,810

322 4,366
192
104

288 4,921 ............
5,301 ............

4,660
4,807

4,921
5,301

0-4

$437 $3,775 t
437 4,110
437 4,247

437 4,803
437 5,097
437 5,244

437 5,358
............ 5,301

*State supplement assumes a "Grandfathered" recipient, hence irregular
pattern of State payment. For new recipients, State benefits would steadily
decline.

"Only 29 percent of all AFDC recipients in Wilmington live in public hous-
ing, and only 6 percent of family assistance families nationwide will live in
public housing.

"Medical vendor payments do not represent cash income available to
families, and should not be counted as part of total family income. Such
payments are made on behalf of families with medical needs only.

See footnotes on p. 1233.



TABLE 15.--AMENDED H.R. 16311 AND HOUSING; CURRENT LAW, FOOD, AND MEDICAID (REQUESTED BY SENATOR JOHN
WILLIAMS)

(Benefits potentially available to a 4-person female-headed family in Chicago, Ill.]
w

-J
Benefits potentially

available to 18 percent
of current AFDC

recipients

IeneliLs potentialy available to 82 percent of current AFOC recipients

Total
Federal, Current

State and scheduleFamily State Total gross social foodassist- supple- cash security Net cash stampEarnings ance I ment -4' income taxes3-6 income bonus 5

$0 .......... $1,600 $1,556 $3,156 ............ $3,156 $408
$720 ....... 1,600 1,556 3,876 $37 3,839 312
$1,000 ..... 1,460 1,509 3,969 52 3,917 312
$2,000 ..... 960 1,342 4,302 104 4,198 312
$3,000 ..... 460 1,175 4,535 156 4,479 288
$4,000 ................. 987 4,987 236 4,751 288
$5,000 ................. 416 5,416 443 4,973 288
$6,000 ............................. 6,000 669 5,331 ............
$7,000 ............................. 7,000 912 6,088 ............
$8,000 .......................... 8,000 1,134 6.866 ............
$9,000 ............................. 9,000 1,369 7,361 ...........

Public
housing
bonus
under

proposed
Total net 1970
cash and Housing

food Act, ""

$3,564
4,151
4,229

4,510
4,767
5,039

5,261
5,331
6,088

6,866
7,631 -

$1,349
1,201
1,178

1,095
1,011
923

816
670
420

170

Average
vendor

Total net payments
cash, foo-, to health
and public service for

housing AFDC
families s *--

$4,913 $790
5,352 790
5,407 790

5,605 790
5,778 790
5,962 790
6,077 790
6,001 ............
6,508 ............

7,036 ............
7,631 ............

*Family assistance does not raise AFDC grant level. Grant for family inpublic housing at zero earnings is higher than under current law only becausecurrent law adjusts the same standard ($3,156) for rent as paid to public
housing.

"Only 18 percent of al: AFDC recipients in Chicago live in public housing,and only 6 percent of family assistance families nationwide will live in public
housing.

***Medical vendor payments do not represent cash income available tofamilies and should not be counted as part of total family income. Suchpayments are made on behalf of families with medical needs only.
See footnotes on p. 1233.

I

Total

$5,703
6,142
6,197

6,395
6,568
6,752

6,867
6,001
6,508

7,036
7,631

7,631

Tota I



TABLE 16.-AMENDED H.R. 16311 AND HOUSING; CURRENT LAW, FOOD, AND MEDICAID (REQUESTED BY SENATOR JOHN WILLIAMS)
[Benefits potentially available to a 4-Person female-headed family in New York, N.Y.]

Benefits potentially
available to 8 percent

of current AFDC
recipientsBenefits potentially available to 92 percent of current AFDC recipients Public

housing AverageFeeal bonus vendorFederal, Current under Total net paymentsState, and schedule proposed cash, food to health
Family State Total gross social food Total net 1970 and public service forassist- supple- cash security Net cash stamp cash and Housing housing AFDC

Earnings ance 1 ment2' income taxes 3-3 income bonus 6 food Act- families ** Total
$0 .......... $1,600 $2,156 $3,756 ............ $3,756 $312 $4,06V $989 $5,057 $1,153 $6,210$720 ....... 1,600 2,156 4,476 $37 4,439 288 4.727 811 5,538 1,153 6,691$1,000 ..... 1,460 2,109 4,569 52 4,517 288 4,805 788 5,593 1,153 6,746
$2,000..... 960 1,942 4,902 104 4,798 288 5,086 705 5,791 1,153 6,944$3,000..... 460 1,775 5,235 156 5,079 288 5,367 621 5,988 1,153 7.141$4,000 ................. 1,587 5,587 237 5,350 288 5,638 533 6,171 1,153 7,324
$5,000 ................. 1,016 6,016 460 5,556 288 5,844 426 6,270 1,153 7,423$6,000 .............. - 459 6,459 703 5,756 288 6,044 315 6.359 1,153 7,512$7,000 ............................. 7,000 971 6,029 ............ 6,029 180 6,209 ............ 6,209$8,000 .............. 8,000 1,219 6,781............ 6,781............ 6,781............ 6,781$9,000.............. 9,000 1,486 7,514............ 7,514............ 7.514 ........... 514

*Family assistance does not raise AFDC grant level. Grant for family in ***Medical vendor payment's do not represent cash income available to
Public housing at zero earnings is higherthan under current law only because families, and should not be counted as part of total family income. Suchcurrent law adjusts the same standard ($3,756) for rent as paid to public p as with medical needs only.

housing. 
Paym e nts a re m ad e o r beha lf of ta m li os w t e i a e d n y

**Only8 percent of all AFDC recipients in New York City live in public hous- See footnotes on p. 1233.ing. and only 6 percent of all family assistance fam-lies nationwide will livein Public housing.
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FOOTNOTES FOB TABLES 13-16

1. Family Assistance benefits are $1600 for a family of four with no other inI-
come, based on $500 each for the first two persons, $300 each for succeeding
persons. Family Assistance benefits are reduced 50% for earnings, after the
initial disregard of $720 for work-related expenses, and a single deduction for
Federal income taxes.

2. State supplementary payments are based on current payment levels with a
(67% reduction rate for earnings, after the initial disregard of $720 and a single
(edttion for Federal income taxes. House passed provisions of calculating State
payments apply (See. 452). State supplementary grants in New York and
Chicago are based on State's reported general maximum rent allotment.

3. Federal Income taxes computed on the schedule effective in 1972, assiuming
no surcharge." State taxes are computed on current State schedules.' Social
Security taxes reflect the increase from 4.8 to 5.2% of earnings up to $9000 which
will be effective January 1971.

6. I'ood assistance is based on present estimates that the food stamni) program
will replace the surplus commodity progranl in virtually all areas within the
first year of operation of Family Assistance. (New York City will commence a
food stamp program in the fall of 1970.,, Food stamp bonus is the difference
between the coupon allotment and the purchase price, using the current food
stamp schedule.

7. The housing bonus is calculated on the basis of the proposed 1970 Housing
Act (S. 3639). That Act sets a uniform system of rents for all subsidized rental
housing, public and private, based upon fixed percentages of family income after
$300 is deducted from gross income for each child in exces- of two. On the first
$3.500, families must pay 20% of net income for rent : on the amount over
$3,500, 25%. (It is assumed that application of the 20-25 percent rent-Income
ratio in the private subsidy program would, in the aggregate, cover project oper-
ating costs. In tile private program subsidy is limited to principal and interest on
the capital cost of the project and the aggregate of all project rents must be
sufficient to cover project operating expenses.) The bonus is the difference be-
tween prevailing private rents for housing of modest standards in the four cities,
based on the most recent determinations for relocation assistance payments,
Form IIUD 6148. In Phoenix, the local FIJA insuring office's chief underwriter
provided prevailing rents for standard housing in blue-collar neighborhoods, nlus
utility allowances, since there is no IUD-aided relocation program. It wt, as-
sunled that the required unit sizes were 2-bedroom units for four person families.
The private annual gross rents assumed are as follows :

2 bedroom
Phoenix ---------------------- --------------------------- $1,500
Wilmington ------------------------------------------------ 1,020
Chicago --------------------------------------------------- 1,920
New York City 1,680

S. Medicaid benefit shown is the total (Federal and State) average vendor
payments on behalf of AFI)C families in State. Individual families may receive
higher or lower value depending on medical needs. State eligibility standardsapply. Explanation of Tables 17-28

These tables were prepared to permit comparison between tme HIouse-passed
Family Assistance bill and related programs, current law Aid to Families with
Dependent Children-Unemployed Father (AFDC-UF), and the administration's
June 11 Amendments to 11.11. 16311. Time example used Is a male-headed family
of four, assuming time family applied for an(d received all the income, food, hons-
ing, and medical benefits for which it was eligible. The vast majority of families,
of course, do not receive all these benefits. It Is estimated, for example, that
approximately 10% of all AFDC families nationwide live in public housing, and
not all eligible families elect to participate In food programs. Further, there are
several ways of measuring the value of public housing. We have used In these
tables the difference between rent paid for public housing and the rent for coin-
parable private housing. This difference is considerably higher than the actual
Federal subsidy per unit. Therefore, benefits should be regarded as illustrative of
the maxim urn benefits potentially available to these families.



TABLE 17.--CURRENT LAW
[Benefits potentially available to 4-person male-headed families in Phoenix, Ariz.]

Benefits potentially available to less than the majority of current AFDC reci

Totai gross
AFDC-UF It cash income

Total
Federal

State, and
social

security
taxes I

Current
surplus

Net cash commodities
'ncome values

pients Benefits potentially avail-
aole to the minority of cur-
rent AFDC recipients

Current Total net
Total net public cash, food,
cash and housing and public

food bonus' housing Total

$ 0 ... . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
$720 ........................... $720 $35 $685
$1,000 ...................... 1,000 48 952

$2.000 ......................... 2,000 96 1,904
$3,000 ......................... 3,000 144 2,856
$4,000 ......................... 4,000 340 3,660

$5,000 ......................... 5,000 553 4,447
$6,000 ......................... 6,000 808 5.192
$7,000 .......................... 7,000 1,05P 5,942

$8,000 ......................... 8,000 1,304 6,696

tNo AFDC-UF program.
Note: No medicaid or medically needy program.

$441
441
441

441
441

..............

.......... ..

..............

$441
1,126
1,393

2,345
3,297
3,660

4.447
5,192
5,942

6,696

See footnotes on p. 1238.

Earnings

$1,388
1,325

1,100
936
696

540
340
140

$441
2,514
2,718

3,445
4,233
4,356

4,987
5,532
6,082

6,696

$441
2,514
2,718

3,445
4,233
4,356

4,987
5,532
6,082

6,696



TABLE 18.-CURRENT LAW

[Benefits potentially available to 4-person, male-headed families in Wilmington, Del.]

Benefits potentially available to 71 percent of current AFDC recipients Benefits potentiallyavailable to 29 percent of Average 6
Total current AFDC recipients ;vendor

Federal payments to
State, and Current Current Total net health

social surplus Total net pubic cash. food, services
Total gross security Net cash commodities cash and housing and public for AFDC

Earnings AFDC-UFt * cash income taxes' income value $ food bonus' housing families" Total

$2,244
2,244
2,244

2,244
(*)
()

$2,244
2,964
3,244

4,244
3,000
4,000

5,000
6,000

$35
48

96
144
349

562
821

$2,244
2,929
3,196

4,148
2,856
3,651

4,438
5,179

$661
661
661

661

$2,905
3,590
3.857

4,809
2,856
3,651

4,438
5,179

$565
403
340

115
442
235

28

$3,470
3,993
4,197

4,924
3,298
3,886

$437
437
437

437

4,466 ..............
5,179 ..............

$3,907
4,430
4,634

5,361
3,298
3,886

4,466
5,179

families and should not be counted as part of total family income. Such

payments are made only on behalf of eligible families with medical needs.
See footnotes on p. 1238.

$0o.....o
$720.....
$1,000.-..

$2,000...
$3,000 ...
$4,000...

$5,000-.
$6,000...

*Assumes work at $1.60 per hour. No longer eligible for UF-Works full
time.

• *Medical vendor payments do not represent cash income available to



TABLE 19.--CURRENT LAW

(Benefits potentially available to 4-person male-headed families in Chicago, Ill.]

Benefits potentially available to 71 percent of current AFDC recipients

Total
Federal

State, and
social

Total gross security
Earnings AFDC-UF I cash income taxes 2

Benefits potentially
available to 29 percent of
current AFDC recipients

Current Current Total net
schedule Total net public cash, food,

Net cash food stamp cash and housin and public
income bonus food bonus? housing

Average
payments
to health
services
for AFDC

fami-
lies**

$3,168
3,853
4,120

4,687
2,856
3,668

$408
312
312

288
480

4,459 ..............
5,209 ..............
5,969 ..........

7,635 ..............
7,536 ..............

$3,576
4,165
4,432

4,975
3,336
3,668

4,459
5,209
5.969

6,735
7,536

$840
840
840

840
81,295

1,080

1,080
1,080

(7)

$4.416
5,005
5,272

5,815
4,631
4,748

5,539
6,289
5,969

$790 $5,206
790 5,795
790 6,062

790

......... ..

6,735 .... .......
7,536 ............

6,605
4,631
4,748

5,539
6,289
5,969

6,735
7,536

'The AFDC-UF maximum payment level ($3,348) is adjusted here to
$3,168 because public housing rent is less than the maximum AFDC rent
allowance.

**No longer eligible for UF-works full time. Assumes work at $1.60 per
hour.

***Medical vendor payments do not represent cash income available to
families and should not be counted as part of total family income. Such
payments are made on behalf of eligible families with medical needs only.

See footnotes on p. 1238.

$720 .....
$1,00o...

$2,000...
$3,000...
$4,000...

$5,000...
$6,000...
$7,000...

$8,000...
$9,000...

*$3,168
3,168
3,168

2,783(**)
(**)

(**)
(**)
(**)

(**)(**)

$3,168
3,888
4,168

4,783
3,000
4,000

5,000
6,000
7,000

8,000
9,000

ITotal

$35
48

96
144
332

541
791

1,031

1,265
1,464



TABLE 20.-CURRENT LAW

[Benefits potentially ava;!ibhle to 4-person male-headed families in New York. N.Y.)

Benefits potentially available to 92 percent of current AFDC recipients

Total gross
Earnings AFDC-UF I cash income

$01 -...
$720"...
$1,000 ...

$2,000...
$3,000...
$4.000 ..

$5,000...
$6,000. .

$7,000...

$8,000...
$9,000...

*$3,576
3,576
3,382

2,715
(**1)

(**1)

(**1)

(*41)
(4i*)

$3,576
4,296
4,382

4,715
3,000
4,000

5,000
6,000
7,000

8,000
9,000

Total
Federal

State, and
social

security
taxes 3

$35
48

96
144
333

558
825

1,090

1,350
1,581

Current
schedule

Net cash food stamp
income bonus a

$3,5 76
4,261
4,334

4,619
2,856
3,667

4,442
5,175
5,910

$360
312
288

288
480
360

6,650 ..............
7,4 19 ..............

Benefits potentially
available to 29 percent of
current AFDC recipients

Current
Total net public
cash and housing

food bonus 4

$3,936
4,573
4.622

4,907
3,336
4,027

4,442
5,175
5,910

6,650
7,419

$420
420
420

420
6 1,071

900

828
720
720

720
(7)

Total net
cash, food,
and public

housing

$4,356
4,993
5,042

4,327
4,407
4,927

5,270
5,895
6,630

Average $
yendor

payments
to health
services
for AFDC

fami-
lies*"

$1,153
1,153
1,153

1,153
(****)

(****)

7,370 (*41*) 7,370
7,419 (*4*1) 7.419

*The AFDC-UF maximum payment level $3,756) is adjusted here to **Medical under payments do not represent cash income available to
$3,576 because public housing rent is less than the maximum AFDC rent families and should not be counted as part of total family income. Such
allowance. payments are made on behalf of eligible families with medical needs only.

*Assumes work at $1.60 per hour. No longer eligible for UF-works full ""State provides care to children under 21 (not parents) in families with
time. income less than $5,000.

See footnotes on p. 1238.

Total

$5,509
6,146
6,195

5,480
4,407
4,927

5,270
5,895
6,630

I-.i
o
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FOOTNOTSSiSoR CURR NT BENEFIT TARLE 17-20: MALE-HEADED FAMILIEs

1. State AFDC-UF is based on the following maximum payments: New York
City--3,756 (adjusted for rent as paid to public housing); Chicago-43,348
(adjusted for rent as paid to public housing); Delaware--2,2M4; Arizona-N.A.
Work-related expenses were based on estimated State averages of $708 in Chi-
cago, $900 in New York; and general standard practice of $660 in Wilmington.

2. Federal tax based on current schedule, including surcharge. State tax based
on current schedules. Social Security tax based on 4.8% of earnings up to $7,800.

3. Food bonus based on value of surplus commodities (Phoenix and Wilming-
ton) or food stamp bonus (Chicago and New York) based on local eligibility
schedules. Independently of Family Assistance, New York will institute a food
stamp program In the fall of 1970. Therefore, the current schedule food stamp
bonus is included here rather than the commodity value. Food stamp bonus is
the difference between the value of the coupon allotment ($1,272 per annum)
and the purchase price of the coupons; based on current food stamp schedules,
with mandatory payroll deductions subtracted from gross income in determining
purchase price and eligibility.

4. Public housing bonus for New York and Chicago was calculated on the
basis of the value of private market rentals less the maximum rent allotment
for AFDC recipients ($90 in Chicago and $105 in New York).

In Phoenix and Wilmington flat AFDC grants are generally given, with no
variation for rent. Hence, bonus equals the difference between rent paid and
equivalent private market rents as calculated by HUD. Rents in Phoenix and
Wilmington assume operation of the Brooke Amendmdnt. Even where a welfare
rent schedule is present, it was assumed that the Brooke Amendment would
govern. Net income was computed for families in each city based on exemptions
and deductions applied by each local authority's adopted policy, as revealed'in
HUD centraoO files for public housing. The private annual gross rents assumed are
as follows:'

I bedroom
Phoenix ------------------------------------------------ $1, 500
Wilmington ---------------------------------------------- 1,020
Chicago ------------------------------------------------- 1,920
New York City ------ ------------------------------------- 1,680

5. Medicaid benefit shown is the total (Federal and State) average payment
on behalf of all AFDC families in State. Individual families may receive higher
or lower value depending upon medical needs. State eligibility standards apply.

6. Bonus rises as families move from welfare to non-welfare rent schedtes.
7. Above continued occupancy, but families may be allowed to stay until other

housing is located.



TABLE 21. FAMILY ASSISTANCE-ADMINISTRATION'S JUNE REVISIONS

[Benefits potentially available to a 4-person male-headed family in Phoenix, Ariz.)

Benefits potential oy
available to only

6 percent of FAR
families nationwide

Public
housing

Benefits potentially available to 94 percent of FAP families nationwide bonus
under Total

Total Federal Net cash Proposed proposed netcash Family
State, and income less food 1970 food, and medical

Family Total gross social security Cash Income FHIP stamp Net cash Housing public insurance

Earnings assistance I cash income taxes 
2  less taxes contribution bonus$ andfood Act' housing subsidy Total

So ............ $1,600 $1,600 ............. $1,600 $1,600 $840 $2,440 $1,180 $3,620 $500 $4,120

$720 ......... 1,600 2,320 $37 2,283 2,247 611 2,858 1,06 3,894 464 4,358

$1,000 ........ 1,460 2,460 52 2,408 2,365 566 2,931 1,008 3,939 457 4,396

$2,000 ....... 960 2,960 104 2,856 2,788 407 3,195 908 4,103 432 4,535

$3,000 ....... 460 3,460 156 3,304 3,188 248" 3,436 808 4,244 384 4.628

$4,000 ..................... 4,000 246 3,754 *3,584 76 3,660 675 4,335 330 4,665

$5,000 ..................... 5,000 455 4,545 *4,200 .......... 4.200 425 4,625 155 4,780

$6,00 ..................... 6,000 675 5,325 **5,325 .......... 5,325 175 5,500 .......... 5,500

$7,000 ..................... 7,000 912 6,088 **6,088 6,088.......... 6,0 .......... 6,088

$8,000 ..................... 8,000 1,140 6,860 **6,860 .......... 6,860 .......... 6,860 .......... 6,860

*Perticipation in the health plan has been assumed at these levels, al-
though coverage here is optional and it is likely that families at the higher
contribution levels will opt for lower private coverage.

ss No deductions from gross income for private health insurance have been
made for families not receiving family health insurance plan subsidy,
although such families would typically purchase private coverage.

See footnotes on p. 1243.



TABLE 22.--FAMILY ASSISTANCE-ADMINISTRATION'S JUNE REVISIONS
[Benefits potentially available to a 4-person male-headed family* in Wilmington, Del.]

Benefits potentially available to 94 percent of FAP families nationwide

Total
Family gross
assist- cash

Earnings ance income

Total Fed.
eral, State
and social

security
taxesI

Cash
Income

less taxes

Net cash
income

less
FHIP

contri-
bution

Proposed
schedule

food stamp
bonus 3

Benefits poten
t iallyavailable to only

6 perceht of F
families nationwide

Public
housing

bonus
under Total

proposed net cash,
1970 food. and

Net cash housing public
and food act housing

$37
52

$1,600
2,283
2,408

104 2,856
156 3,304
245 3,755

454 4,546
677 5,323

$3,600
2,247
2,365

2,788
3,188

**3,585

$840
611
566

$2,440
2,858
2,931

407 2,195
248 3,436

76 3,661

*4,201 ...........
***5,323 ............

$700 $3,140
556 3.414
528 3.459

428 3,623
328 3,764
195 3,856

4,201 ............
5,323 ............

$500 $3,640 -
464 3,878
457 3,916

432 4,055
384 4,148
330 4,186

4,201 155 4,356
5,323 ............ 5,323

*Assumes male-headed family not currently receiving AFCD-UF. A family
currently receiving AFDC-UF would be "grandfathered" to protect from loss.

"Participation In the health Plan has been assumed at these levels,
although coverage here is optional and It is likely that families at the higher
contribution levels will opt for lower private coverage.

***No deductions from net income for private health insurance have been
made for families not receiving family health insurance plan subsidies.
although such families would typically purchase private coverage.

See footnotes on p.1243.

$0
$720
$1,000

$2,000
$3,000
$4,000

$1,600
1,600
1,460

960
460

$1,600
2,320
2,460

2,960
3,460
1",000

5,000
6,000

Family
medical

insurance
subsidy 3

$5,000 ............
$6,000 ............

Total



TABLE 23.-FAMILY ASSISTANCE-ADMINISTRATION'S JUNE REVISIONS

[Benefits potentially available to a 4-person, male-headed family* in Chicago, Il.]

Benefits potentially
available to only
6 percent of FAP

families nationwide

Benefits potentially available to 94 percent of FAP families nationwide

Total Federal
State. and

Family Total gross social security Cash income
assistance I cash income taxes I less taxes

Net cashincome less
FHIP

contribution

Proposed
food

stamp Netcash
bonus' andfood

Publichousing
bonus
under

'proposed
1970

Housing
Act I

Totalnetcash
food, and

public
housing

Familymedical
insur-
ance

subsidy I

$0 .........
$720 .........
$1,000 .......

$1,600
1,600
1,460

$2,000. 960
$3,000 ....... 460
$4,000 .....................

$5,000 .....................
$6,000 .....................
$7,000 .....................

$8,000 .....................
$9,000 .....................

$1,600
2,320
2,460

2,960
3,460
4,000

5,000
6,000
7,000

8,000
9,000

$37
52

104
1 6
236

441
65b
880

1,093
1,320

$1,600
2,283
2,408

2,856
3,304
3,764

4,559
5,345
6,120

$1,600
2,247
2,365

2,788
3,188

**3,594

$840
611
566

$2,440
2.858
2,931

407 3,195
248 3,436

76 3,670

**4,214 ..........
***5,345 ..........
**'6,120 ..........

6,907 ***69o7 ..........
7,630 ***7,680 ..........

4,214
5,345
6,120

$1,600
1,456
1,428

1,328
1,228
1.095

$4,040
4,314
4,359

4,523
4,664
4.765

845 5,059 155
595 5,940 .......
345 6,465.......

6,907 95
7,680 ..........

7,002 ......
7,680 ..........

$500 $4,540
564 4,878
457 4,816 ,-

432 4.955 -
384 5,048
330 5,095

5,214
5,940
6,465

7.002
7,680

*Assumes male-headed family not currently receiving AFDC-UF. A family
currently receiving AFDC-U F would be "grandfathered" to protect from loss.

"Participation in the health plan has been assumed at these levels.
although coverage here is optional and it Is likely that families at the higher
contribution levels will opt for lower private coverage.

*'No deductions from net income for private health insurance have been
made for families not receiving family health insurance plan subsidy.
although such families would typically purchase private coverage.

See footnotes on p. 1243.

Earnings Totai



TABLE 24.-FAMILY ASSISTANCE-ADMINISTRATION'S JUNE REVISIONS
[Benefits potentially available to a 4-person male-headed family in New York City, N.Y.-]

Benefits potentiallyavailable to only
6 percent of FAP

families nationwide

Public
Benefits potentially available to 94 percent of FAP families nationwide housing

bonus
Net cash- under Total Family

Total Federal, Income less Proposed proposed netcash medical
State, and health food 1970 foodc an insur-

Family Total gross social security Cash income insurance stamp Netcash Housing public ance
Earnings assistance 1 cash income taxes 2 less taxes contribution bonus' and food Act4 housing subsidy a Total

$720........

$1,000 .......

$2,000.
$3,000.
$4,000,

$5,000.
$6,000.
$7,000.

$1,600
1,600
1,460

...... 960

...... 460

$8,000 ....................
$9,000 .....................

$1,600 ..............
2,320 37
2,460 52

2,960
3,460
4,000

5,00C
6,000
7,000

8,000
9,000

104
156
237

458
689
939

1,178
1,437

$1,600
2,283
2,408

2,856
3,304
3,763

4,542
5,311
6,061

$1,600
2,247
2,365

2,788
3,188

**3,593

$840
611
566

$2,440
2,858
2,931

407 3,195
248 3,436

76 3,669

**4,197 ..........
***5,311 ..........
**6,061 ..........

6,822 ***6,822 .........
7,563 ***7,563 ..........

4,197
5,311
6,061

$1,360
1,216
1,188

1,088
988
855

$3,800
4,074
4,119

4,283
4,424
4,524

605 4,802
355 5,666
105 6,166

6,822 ..........
7,563 ..........

$500
464
457

$4,300
4,538
4,576

432 4,715
384 4,808
330 4,854

155 4,957
.......... 5,666
.......... 6.166

6,822 ..........
7,563 ..........

6,822
7,563

*Assumes a male-headed family not currently receiving AFDC-UF. A
family currently receiving UF would be "grandfathered" to protect from loss.S*Participation in the health plan has been assumed at these levels,
althugh coverage here Is optional and it is likely that many families at the
ohigercontribution levels will opt for lower private coverage.

$' No deductions from net income for private health insurance have been
inade for families not receiving family health insurance plan subsidy,
although such families would typically purchase private coverage.

See footnotes on p.1243.
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Foorxoras Pom Poros= Bimmrr TamLs 21-24

1. Family Assistance benefits are $1600 for a family of four with no other
Income, based on $0 each for the first two persons, $300 each for succeeding
persons. Family Assistance benefits are reduced 50o for earnings, after the
initial disregard of $720 for work-related expenses, and a single deduction for
Federal income taxes.

2. Federal income taxes computed on the schedule effective in 1972, assuming
no surcharge. State taxes are computed on current State schedules. Social Secu-
rity taxes reflect the Increase from 4.8 to 5.2% of earnings up to $9,000 which
will be effective January 1971.

3. Food assistance is based on present estimates that the food stamp program
will replace the surplus commodity program in virtually all areas within the first
year of operation of Family Assistance. (New York City will commence a food
stamp program in the fall of 1970.) Food stamp bonus is the difference between
the coupon allotment ($1272) and the purchase price (81.8% of gross income
less $240).

4. The housing bonus Is calculated on the basis of the proposed 1970 Housing
Act (S. 369). That Act sets a uniform system of rents for all subsidized rental
housing, public and private, based upon fixed percentages of family income after
$300 is deducted from gross income for each child in excess of two. On the first
$3,500, families must pay 20% of net income for rent; on the amount over $3,500,
25%. (It is assumed that application of the 20-25 percent rent-income-ratio in
the private subsidy program would in the- aggregate, cover project operating
costs In the private program subsidy Is limited to principal and interest on the
capital cost of the project and the aggregate of all project rents must be sufficient
to cover project operating expenses.) The bonus Is the difference between pre-
vailing private rents for housing of modest standards in the four cities, based
on the most recent determinations for relocation assistance payments, Form HUD
6148. In Phoenix, the local FHA (insuring office's chief underwriter provided
prevailing rents for standard housing in blue-collar neighborhoods, plus utility
allowances, since there is no HUD-aided relocation program. It was assumed
that the required unit sizes were 2-bedroom units for four persons families. The
private annual gross rents assumed are as follows:

I bedroom
Phoenix - $1, 5M
Wilmington ------------------------------------------- 1,020
Chicago -------------------- 920
New York Clty --------------------------------------- ,680



TABLE 25.-AMENDED FAMILY ASSISTANCE AND HOUSING; CURRENT LAW, FOOD, AND MEDICAID (REQUESTED BY SEN. JOHN WILLIAMS)

(Benefits potentially available to a 4-person male-headed family in Phoenix, Ariz.]

Benefits potentially available to 94 percent of FAP families nationwide

Family Total gross
Earnings assistance I cash income

$0 ........
$720 .......
$1,000.....

$1,600
1,600
1,460

$2,000..... 960
$3,000..... 460
$4,000 ...................

$5,000 ...................
$6,000 ...................
$7,000 ............... ..
$8,000 ...................

$1,600
2,320
2,460

2,960
3,460
4,000

5,000
6,000
7,000
8,000

Total
Federal,

State, and
socia!

security
taxes 2

$37
52

104
156
246

455
675
912

1,140

Current
schedule

food
Net cash stamp
income bonus2

$1,600
2,283
2408

2,856
3,304
3,754

4,545
5,325
6,088
6,860

$864
624
624

480
408

Benefits potentially available to
only 6 percent of FAP families

t nationwide

Public housing
Total net bonus under Total net cash.
cash and proposed 1970 food, and

food Housing Act4 public housing

$2,464
2,907
3,032

3,336
3,712
3,754

$1,180
1.036
1,008

908
808
675

4,545 425
5,325 175
6,088 ...............
6,860 ........ .....

$3,644
3,943
4,040

4,244
4,520
4,429

4,970
5,500
6,088
6,860

Note: No medicaid program or medically needy program currently.

Total

$3,644
3,943
4,040

4,244
4,520
4,429

4.970
5.500
6,088
6.860

See footnotes on p. 1248.



TABLE 26.--AMENDED FAMILY ASSISTANCE AND HOUSING; CURRENT LAW, FOOD, AND MEDICAID (REQUESTED BY SENATOR
JOHN WILLIAMS)

[Benefits potentially available to a 4-person male-headed family,* Wilmington. Del.]

Benefits potentially available to 94 percent of FAP families nationwid

Family Total gross
Earnings assistance I cash income

Total Fed-
eral, State
and social

security
taxes

Current
schedule,

Net cast food-stamp
income bonus3

Benefits potentially
available to only 6 percent

e of FAP families nationwide

Public
hoping

bonus under Total net
Total net proposed cash, food,
cash and 1970 Hous- and public

food ing act 4 housing

$70 .............
$720 ...........
$1,000 ...........

$2,000 .........
$3,000 ...........
$4,000 ..............

$1,600
1,600
1,460

960
460

$5,000 ............... .........
$6,000 .........................

$1,600 ......
2,320
2.460

2,960
3,460
4,000

5,000
6,000

$37
52

104
156
245

454
677

$1,600
2,283
2,408

$864
624
624

2,856 ..............
3,304 ..............
3,755 ..............

4,546 ............
5,323 ..............

SAssumes male-headed family not currently receiving AFDC-UF. A
eceiving UF would be "grandfathered" to protect from oss.

family Note: No medicaid program for the medically needy; but State may pro-
vide medicaid to families with an unemployed father.

See footnotes on p. 1248.

$2,464
2,907
3,032

2,856
3,304
3,755

$700
556
528

428
328
195

$3,164
3,463
3,560

3,284
3,632
3,950

4,546
5,323

$3,164
3.463
3,560

3,284
3,632
3,950

4,596
5,323

4,546 .... .........
5,323 .............

Total



TABLE 27.-AMENDED FAMILY ASSISTANCE AND MOUSING; CURRENT LAW, FOOD. AND MEDICAID (REQUESTED BYSEN. JOHN WILLIAMS)

(Benefits potentially available to a 4-person male-headed family* Chicago, Ill.],

I Benefits potentially available tt, 94 percent of FAP families nationwide

Family Total gross
Earnings assistance I cash income

Total Fed-
eral State
and social

security
taxes 2

Currentschedule,
Net cash food-stamp

income bonus

Benefits potentially
available to only 6 percent
of FAP families nationwide

Publichousing
bonus under

Total net proposed
cash and 1970 Hous-

food ing act '

Total netcash, food,
and public

housing

$0 ............
$720 .............
$1,000 ...........

$1,600
1,600
1,460

$2,000 ........... 960
$3,000 ........... 460
$4,000 .........................

$5,000 .........................
$6,000 .................- -....
$7,000 .........................

$8,000 .........................
$9,000 .........................

*Assumes male-headed family not currently receiving AFDC-UF. A family
receiving UF would be "grandfathered." to protect from loss.

Note: States may provide medicaid to families with an unemployed father.
See footnotes on p. 1248.

$864
624
624

480
408

..............

..............

..............

Total

2,320
2,460

2,960
3,460
4,000

5,000
6,000
7,000

8,000
9,000

$1,600
2,283
2,408

2,856
3.304
3,764

4,559
5,345
6,120

$37
52

104
156
236

441
655
880

1,093
1,320

$2,464
2,907
3,032

3,336
3,712
3,764

4,559
5,345
6,120

6,907
7,680

$1,600
1,456
1,428

1.328
1,228
1.095

845
595
345

95

$4.064
4.363
4,460

4,664
4,940
4.859

5,404
5,940
6.465

7,002
7.680

$4,064
4,363
4,460

4,664
4, .40
4.159

5,404
5,940
6,465

7,002
7,6806,907 ..............

7,680 ..............



TABLE 28.-AMENDED FAMILY ASSISTANCE AND HOUSING; CURRENT LAW FOOD AND MEDICAID
(REQUESTED BY SEN. JOHN WILLIAMS)

(Senefits potentially avalla ble to a 4-person male-heeded family* in New York City, N.Y.)

ale .5gly6o ecn
Benefit potentially available to 94 percent of FAP familes nationwide of AP fa"~e natlonwlde

Public
'Total Fed- hoinlg

oral State Current bows under T-tal net
and social schedule, Totpli net .rooa 10006 food.

Family Total gross security Net cash food-starmp nd 19 and public
Earnings assistance I cash Irpome taxes%, Income bonusT food Ing act* hosn Total

$0 ................. $1,600 $1,600 .............. $1,600 $ 864 $2A64 $1,360 $3.824 $3.824

$720 .............. 1,600, 2,320 $37 2,283 624 2,907 1,216 4,123 4.123

$1,000 ........... 1,460 2,460 52 2,408 624 3,032 1,188 4,220 4.220

$2.000 ........... 960 2,960 104 2,856 480 3,336 1.088 4,424 4.424

$3,000 ........... 460 3,460 156 3,304 408 3,712 988 4.700 4,700

$4,000 ......................... 4,000 237 3,763 312 4,075 855 4,930 4,930

$5,000 ......................... 5,000 458 4,542 .............. 4,542 605 5,147 5,147
$6,000 ......................... 6,000 689 5,311 .............. 5,311 305 5,616 5,616
7.000 ......................... 7.000 939 6,061 .............. 6,061 155 6,216 6,216

$8,000 ........................ 8,000 1,178 6,822 .............. 6,822 .............. 6,822 6,822
$9,000 ........................ 9,000 1,437 7,563 .............. 7,563 ............. . 7,563 7.563

.Assumes male-hooded family not currently receiving AFDC-UF. A family See footnotes on p. 1248.
currently receiving UF would be "grandfothered" to protect from loss.
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FooTNOrTrs 7i TABLES 25-28

1. Family Assistance benefits are $1600 for a family of four with no other
income, based on $500 each for the first two persons, $300 each for succeeding
persons. Family Assistance benefits are reduced 50% for earnings, after the ini-
tial disregard of $720 for work-related expenses, and a single deduction for
Federal income taxes.

2. Federal income taxes computed on the s.ehedule effective in 1972, assuming
no surcharge. State taxes are computed on current State schedules. Social
Security taxes reflect the increase from 4.8 to 5.2% of earnings up to $9000 which
will be efftective January 1971.

3. Food assistance is based on present estimates that the food stamp program
will replace the surplus commodity program in virtually all areas within the
first year of operation of Family Assistance. Ne-ew York City will commeilce a
food stamp program in the fall of 1970.) Food stamp bonus is the difference be-
tween the coupon allotment and the purchase price, using the current rood stamp
schedule.

4. The housing bonus is calculated on the basis of the proposed 1970 Housing
Act (S. 3639). That Act sets a uniform system of rents for all subsidized rental
housing, public and private, based upon fixed percentages of family income
after $300 is deducted from gross Income for each child in excess of two. On the
first $3,500. families must pay 20% of net income for rent; on the amount over
$3,500, 25%. (It is assumed that application of the 20-25 percent rent-income
ratio in the private subsidy program would, in the aggregate, cover project op-
erating costs. In the private program subsidy is limited to principal and interest
on the capital cost of the project and the aggregate of all project rents must be
sufficient to cover project operating expenses.) The bonus is the difference be-
tween prevailing private rents for housing of modest standards in the four cities,
based on the most recent determinations for relocation assistance payments,
Form HUD 6148. In Phoenix, the local FHA insuring office's chlef underwriter
provided prevailing rents for standard housing in blue-collar neighborhoods, plus
utility allowances, since there is no HUD)-alded relocation program. It was as-
sumed that the required unit sizes were 2-bedroom units for four person families.
The private annual gross rents assumed are as follows:

2 lbeiroom

Phoenix ------------------------------------------------ $1,500
Wilmington ---------------------------------------------- 1,020
Chicago ------------------------------------------------- 1,920
New York City ------------ ------------------------------- 1,680



APPENDIX E

(Material Related to Work and Training Provisions of Adminis
tration Revision of H.R. 16311-Prepared by the Staff of the
Committee on Finance)

(1249)
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CHART I

THE WIN PROGRAM HAS NOT ACHIEVED OPTIMISTIC
LABOR DEPARTMENT PROJECTIONS

When Congress was considering the establishment of a
work and training program for welfare recipients in 1967, there
was considerable debate over whether the program should be
administered by the Department of Health, Education, and Wel-
fare, or the Department of Labor. The Social Security Amend-
ments of 1967 as passed by the House gave the administration
of the Work Incentive Program to HEW, which at that time was
already administering a training program for welfare recipients
under Title V of the Economic Opportunity Act.

When the Department of Labor testified before the Com-
mittee on Finance, however, its estimates of the numbers of
persons who could be trained and the speed with which the pro-
gram could be implemented were significantly higher than those
of HEW. The decision was subsequently made to place adminis-
tration of the program under the Department of Labor.

The Department of Labor estimates to the House-Senate
conferees in 1967 included a projection that in flsc-al year 1970,
the first full year of the WIN program, it would have 150, 000
trainees. In 1969, the estimate to the Appropriations Commit-
tee of the number' of trainees in 1970 was cut approximately in
half--to a total of 77, 000 trainees. The actual average number
of trainees in L970 was 42, 000--less than one-third of the pro-
jection given the Congress when the program was established.

The estimate by the Department of Labor of the number
of persons w4ich it would expect to train in the first year of the
Family Assistance Plan is 225, 000. If the same ratio of pro-
jected enrollees to actual enrollees were to be repeated, an
average of only 63, 000 individuals would actually receive train-
Lng in the first year.
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The WIN Program Has Not Achieved
'Optimistic Labor Deportment PR-oections

NUMBER OF TRAINEES

First full yw of WIN
program (Fical 1970)

150,000

7r,000

4Z,000
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Ad--ance Plan
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63,000

.'".e eli.

h-re I
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CHART Z

WHAT HAPPENED TO 330, 000 AFDC
RECIPIENTS FOUND APPROPRIATE

rOR REFERRAL TO WIN

Under the Social Security Act, it is the responsibility
of State welfare agencies to assess welfare recipients to deter-
mine whether they are appropriate for referral for work or
training under the Work Incentive (WIN) Program. If an indi-
vidual is found to be appropriate, he or she is then referred
to the Department of Labor for enrollment in WIN.

However, as the chart'opposite illustrates, nearly
one-fourth of the 330, 000 AFDC recipients found appropriate
for referral in the first Z 1 months of the program in fact
were never referred to WIN. One-third were referred by
welfare agencies but were never enrolled in the program
by the Department of Labor.

About 25 percent of those found appropriate were
still enrolled in WIN on March 31, 1970; another 15 percent
had been enrolled in WIN but had dropped out, with or with-
out good cause.

Only 4 percent of those found appropriate were in jobs
and had fully completed their employability plans under the
WIN Program.

-A
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What Happened to 330,000
AFDC Recipients Found
Appropriate for Refenral to WIN

(Status as of March 31,1970)
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CHART 3

STATUS OF WIN ENROLLEES

This chart shows the status of the 83, 200 enrollees
in the Work Incentive Program as of March 31, 1970. 14, 825
of these individuals were awaiting their assignment to their
next training component, while 7, 478 were awaiting their first
assignment. Together, these groups constitute 27 percent-of
the enrollees and are in the "holding" category. Persons in
this category are not actually receiving any training.

By far the largest group of those enrolled in WIN were
engaged in institutional training, which is composed of pre-
vocational educational training and Institutional skill training.
They receive general upgrading of their education, but this
training is often not related to skills from which employment
will flow. These groups constitute 57 percent of the enrollees.

On-the-job training constituted less than one percent
of the March enrollment, with 536 Individuals so placed.

Special work projects (public service employment)
constitute about one percent of thi enrollment, with 929
participants.

Finally, in a trial work or "follow-up" status there
were approximately 12, 000 WIN enrollees. These individuals
were actually on jobs, but continued to be under the supervi-
sion of the VIM program, and supportive services were still
supplied to these enrollees.
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Status of WIN Enrollees
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CHART 4

WIN DROPOUTS

The chart given a breakdown of dropouts from the Work
Incentive Program as of March 31, 1970.

Of the approximately 60, 000 individuals who have
terminated from the WIN program. 48, 500 are dropouts. More
than 12. 000 of these dropouts were terminated without good
cause, either refusing to continue in the program, being sepa-
rated by administrative decision for misconduct, or else they
could not be located.

The rest of the termninees are categorized as leaving
the program with good cause, and are broken down in the follow-
ing manner:

-- illness or pregnancy, 9, 200,

-- moved from area, 5, 200,

-- childcare not available, 4, 700,

-- other good causes, 17,200.
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WIN Dropouts
(As of March 31,1970)
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CHART 5

THE WIN PROGRAM HAS NOT KEPT PACE
WITH INCREASES IN THE WELFARE ROLLS

Although the Work Incentive Program was created in
the hope that it would be an effective tool in helping welfare re..
cipients to achieve freiater economic independence, it has in
fact had very little Impact ft the welfare rolls.

As the chart opposite illustrates, in the period since
the WIN program began operating. from July 1968 to March 1970,
there was an increase in the number of families receiving AFDC
of 641, 000. The total number of families receiving AFDC in
March of this year was 2, 024, 000.-0,

during the first 21 months of the WIN program, wel-
fare agencies determined that 330, 000 fathers, mothers, and
youths over age 16 receiving welfare were appropriate for refer-
ral for work or training. However, of those determined to be
appropriate, only 254, 000 were actually referred. And of those
referred by welfare agencies only 145, 000, less than one-half
of those found appropriate, were enrolled in the Work Incentive
Program by the Department of Labor. Finally, only 13, 000
AFDC case closings in this time-span are attributable to em-
ployment or increased earnings following participation in WIN.
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CHART 6

AFDC CASELOAD INCREASES AND TEPMINATIONS
FOLLOWNO PARTICIPATION IN WINO

--OCTb3ER - DECEMBER 19(9

As the chart on the opposite page Llustrates.the States
have been experiencing caseload increases in Aid to Families
with Dependent Children which are far greater than the numbers
of families leaving the welfare rolls after participating in the
WIN program.

In the State of Arkansas. for example, there was an
increase in AFDC families in the period October-December 1969
of 1000. Only three families, or 0. 3 percent of the I ncreased
caseload, left tie rolls after enrollment in WIN. In Connecticut.
the increase in AFDC families was 800. with only 55 famileijs.
or 6. 9 percent of the Lncrese. leaving the rolls after WIN
training.

A table showing the caseload increase and the numbers
leaving the rolls in each State is Incbaded in the Appendix.



126

AFDC -Casdoad Increases and
Termnations Fllowing Participation~
in WIN. October- December 1969
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CHART 7

REFUSAL TO PARTICIPATE IN WIN SELDOM
RESULTS IN LOSS OF WEJJFARE PAYMENTS'

Such information as has been presented to the Committee indicates
that few welfare recipients have lost their payments for failure to participate
in the Work Incentive (WIN) Program. Although by April 30, 1970, 12, 852
persons had dropped out of WIN without good cause, it appears that only a
few hundred welfare cases had been terminated for failure to accept work or
WIN training. Section 433(g) of the Social Security Act requires the Secre-
tary of Labor to notify the State welfare agency whenever an individual re-
ferred to WIN refuses without good cause to participate in a project under
WIN or accept employment. The welfare agency is required under the
Social Security Act(Sec. 402(a)(1-9)(f)) to terminate the individual's share
of the welfare payment and to make protective payments to the children in
the family. A counseling period of 60 days is required before the payment
may be cut off.

The chart shows information related to the first 18 months the pro-
gram was effective, the latest period of time for which comparable data is
available. Labor Department statistics show that during that period 8100
individuals had dropped out of the Work Incentive Program without good
tause--they either refused to continue, could not be located, or were sepa-
rated frm the program by administrative decision (because of bad conduct
or other reasons). Statistics from the Department of Health, Education,
and Welfare show that during the same I8 months. 6100 persons had been
referred back to the welfare agencies by the manpower agencies for refusal
without good cause to accept work and training. Finally, such incomplete
statistics as we have show that only about.200 cases were closed in the
first 18 months because of refusal to participate.
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Refusal to Participatein WIN
Seldom Results in Loss of
Welfare Payments
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CHANT 8

The following are soon. of the reasons for WIN's slow development and Lack
of promised Impact.

Previous manpower training programs for welfare recipients (Community
Work and Training and Work Expieloe)had been criticized for failure to meor-
potal substantial o--lhe- lob - ralsla (MIT). As hIs stag of its development, the
WIN program Is subject to the some criticism. Thr aIre about 650 people on 03T.
The bill put* great stress on getting more people into OJT and the bill provides for
a addition "erce of financing for ouch trainng. The immediate problems, how-
ver. arq more i* arralngng such trahing than io financing it since funds have been

availej but mused.

In &Waignng the WIN program, the Committee on Finance rocogaized Os
need for oasia work aroletA for those people who were not suitable for training
lw who had cew Idthir training and for whom ao job could be found. Although

reqdfaod by law to be established in all States. only one State has implemented
thi provision is substantial way. The Commiltre on Ways and Means emphasized
special work projects bet modifed provisions whih they believed have inhibited
program growth.

Thsre seems to be general agreement that lack of day carp has had a great
lnibiting effect ue welfare mother participation in the program. The House bill
removes reooneibility for day care from the State welfare .ecles and places it
on the Federal govramet 04EW) with up to 100% Federal contribution. The Ad-
minlstraties maintains that It will provide services for 300. 000 school age and
IS0, 00 pre-school children In te first fall yes r of operation of the program at a
cost of $38# tllion ($26 million of which would be for renovation and staff training.)
This has bees quesioed in view of WIN's performance where, after a year and a
half. only abeut 68, 000 children ate being cared for.

. k of gugri. of trainable people by sme State welfare agencies has beea
cited as ns of the problems of WIN. New York. for Instance, has referred only
about 5 percent of the people it be@ assessed while California - - with a very similar
welfare population -- has referred about a third of those assessed. Bureaucratic
rivalry between welfare and employment agencies which has existed in previous
training programs has been carried over to WIN in some States. This situation,
compounded by some lack of coordination at the Federal level between the Depart-
ment* of Labor and HEW, has reduced the ffietiveness of the program.

The Avarbach Corporation, which studied the WIN program, concluded that:

"Lack of Aeweate transnortatij is a serious problem for many WIN
projects; it affects the snrolleeas ability both to participate in the program
and to secure employment. Is rural areas where WIN operates, many en-
rollees live miles from program facilities, and have neither care nor
access to$nblk transportation. Even in large cities transportation poses
problems. 4ice sources of employment are increasingly locating on the
eabtkea Seings. of metropolitan aras, far from the neighborhaods where
WIN participants live. It in no common to find situations, particularly in
the East, wbere muburbn jobs go begging whle* unemployment soars is the
itane city."

The Ways and Means Committee also fou that in Gem* localities welfare
mothers have great difficulty is traoeporting ybeir ahildron to distant day care facilities.

at++k eri e4 maalu eti rvcs 4plyeicol examinations and the ability to
remedy mJoner health problems) has been cited as a major problem by the Auerbach
Corporatism and In a tervsy of WIN projects which waa cooducted by the Ways and
Mese Comr"Itts.

s lark p1o. f the Auerbach Corporation slatoie

"Althmgh the WIN concept Is built around jobs for welfare recipients,
there has bon little investigation of the abor market to determine exactly
where and how joba can be obtained, and how many jobs are actually avail.
apl or likely to become available for WIN enrollees. Now that tO program
is underway. there is a growing feeling ,mong local WIN stAff that many
participants. iaw- 1% particular, will not obtain jobs in the already
#Sl"y restrjLcos *'-., norket existi, In many communities."

to a period af risi,& m-mploymerd and without sa effective program of C)UT,
special with prqjecW and job development, the problems of jobs for trainees may
beoeme muck move aGoie.
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WIN Problem Areas
•Almovt no on.the-job training
.Alnost no speIl work projects
•Lack of day care
* In some States, lack of referralsft~m wwr ==

oL4.a Of" ur portaton to trying
day tarv, jobs-

•*Lack of medical examiraions and
ability to Corir t medical problems

-*Lack of jobs fortrainees in
tigte nglaormarket
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CHART 9

USE OF WIN APPROPRIATIONS FOR DAY CARE

For fiscal year 1969, the first year-of the Work Incentive
Program (WIN), the Congress appropriated $25 million for child
care, as part of the overall .WIN appropriation. The Department
of Health. Education, and Welfare actually used only $4 million of
this amount. This son. pattern was repeated in 1970, when $52
million was appropriated, but only $18 million was used. In both
years the'Depatwent has greatly overestimated both the amounts
of money which it could effectively spend for WIN child care and the
numbers of children who would be served.

Despite the availabiUty of Federal funds for WIN child care,
the lack of child care remains one of the major drawbacks to the
success of the WIN program. According to Health, EducAtion, and
Welfare reports, significant numbers of welfare recipients are not
referred to WIN solely because of the unavailability of child care.
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Use of WIN Appropiations for Day Care
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CHART 10

usX or wI APPROPRIATIONS
rOR ON-THE-JOB TRAINING

On-the-job training h s been developed to only a smal
fracton of what the Department of Labor originally envisioned.
In fiscal year 1969. the average number of participants projected
in the operating budget for th6 year was 15. 300. The actual mum-
be for that year, however, *as about 500. The following Is an
eucept from the Department of Labor testimony regarding on-
the-job training before the House Appropriations Committee in
May of 1970:

"From a base of 269 enrollees at the beginning
of the fiscal year 1970 the Department of
LeXor plans to have a minimum of 1,000
individu's enrolled In on-the-job training
by June 30, 4970. for an approximate
&vTage enrollment of 600."

In April of 1970 theie were 661 welfare recipients in on-
the-job training ad the average enrollment for the year was less
than 500 out of i toll average enrollment in the Work Incentive
Program of abpat 1S, 000. The chart shows the amount appro-
priated for 6n-the-job training and the amount actualy used, on a
cost basis, in fiscal years 1969 and 1970.
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Use of WIN Approprations for 0n-the- Job
Training

Fiscal 1969
$22mil.

Li

Fiscal 1970
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CHART I I

USE OF WIN APPROPRIATIONS
FOR SPECIAL WORK PROJECTS

Under the Social Security Act, each State WIN program
is required to have a special work project. To the end of quickly
establishing these programs, Congress provided 100 percent
Federal matching for the first year of the program. However,
special work projects have only been substantially initiated in
one jurisdiction -- the State of West Virginia. Forty-four juris-.
dictions have no programs at all, and five jurisdictions have
token projects which only accommodate about 50 enrollees.

The chart shows the amount appropriated for special
work projects, and the amount -ctually used (on a cost basis) in
fiscal years 1969 and 1970. Before the House Appropriations
Committee in May of this year, the Labor Department stated
that it "anticipates that an average of 2, 000 individuals at an
estimated $400 per participant will be provided supportive services,
and $800, 000 is included in the estimates for this purpose. By
June 30, 1970, enrollment level is expected to reach 4, 000."

At the end of April 1970, however, only 986 persons
were enrolled in special work projects, 926 of whom were in
the State of West Virginia.
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Use of WIN Apmpompit s for Special
Work Projects (blic Sern= Employmen

Fiscal 1969

$7.0 mi I.

$0.1 mil.
Used

$1.Omil.LI $O.3mil.
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Fiscal 1970
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CHART 12

USE OF WIN APPROPRIATIONS
FOR INSTITUTIONAL TRAINING

In both fiscal year 1969 and 1970, the Department
of Labor used only a small portion of the funds which it re-
quested and which were appropriated by the Congress for
use for on-the-job training and special work projects (public
service employment). This same pattern prevailed for institu-
tional training in fiscal year 1969, when only $22million of the
$59 million appropriated for this purpose was actually used.
However, the Department of Labor has recently had greater
success in developing institutional training components than
it has had with OJT or special work projects. For fiscal
year 1970, the Congress appropriated $46 million for institu-
tional training, but the Department re-programed its WIN
allocations so that it was able to spend a larger amount, $57
million for this kind of training. This was possible because
of failure to use funds for training directly related to job
opportunities.
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Use of WIN App -WW*- fr Trtftb a Wining
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CHART 13

WORK INCENTIVE FEATURES

Under the present AFDC program State welfare agencies are required
to refer to the Department of Labor all individuals whom they determine to be
appropriate for employment or training. Federal law requires the States to
exclude from referral (1) children under 16, or under 21 if they are attending
school; (2) persons who are ill, disabled, or aged; and (3) persons who must
care for another member of the household who is il. Unemployed fathers
must be referred within 30 days of receipt of assistance.

Regulations on State referral policies are issued by the Department
of Health, Education, and Welfare. The law requires the Department of Labor
to find employrmnt for those who are referred, or to place them in a training
program or in a special work project.

H. R. 16311 would require registration with the employment service
of all individuals receiving assistance under FAP except (1) a child under 16,
or 21 if attending school; (2) a person who cannot work because he is ill,
disabled, or aged; (3) a person whose presence in the home is required to care
for another member of the household who is ill or aisnabled; (4) the mother of
a child under 6; (5) the mother in a family in which the father is registered.
Under both present law and H.R. 16311, persons in excluded categories may
volunteer for employment and training services.

The Department of Labor would be free to establish its own priorities
in regard to those who are selected for employment or training services and the
kind of services which would be provided for any individual.

In order to provide an incentive to work, present law requires the States
to disregard the first $30 a month of earnings, plus one-third of additional earn-
ings, plus expenses of going to work (as determined by the States). H. R. 16311
provides for an earnings disregard of generally comparable impact.

Present law provides for a training allowance of up to $30 a month.
H.R. 16311 would provide for a training allowance of at least $30 a month.

Under both present law and H.R. 16311 an individual refusing to
participate would not be eligible to receive assistance payments. The other
members of the family retain eligibility.
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Work Incentive Features
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CHART 14

WELFA RE ROLLS INCREASE UNDER H. R. 16311
WHILE TRADIU4G AND DAY CARE EFFORTS

REMAIN CONSTANT

According to estimates of the Administration, the
number of recipients of Family Assistance payments and of
State supplemenary payments would grow from about 21
million in 1972 to 24 million in 1976. (Aged, blind and dis-
sbled persons are not included in these totals.) Despite the
increase in n.bers of recipients, the Adninistration cost
estimnates project a constant expenditure each year for child
care and training. The amount estimated for these purposes
on an annual basis is $600 million, of which $386 million
would be for child care. The Adkninistration has estimated
that in the first year of the Family Assistance Plan this
amount would provide training for 2M5, 000 individuals and
child care for 450, 000 children of parents in work or
training.

It should be ned that although the Administration
has projected training and da - zare coots based on a level
continuan of the first year estimate for these programs.
they have stated in a footnote to the cost tables that "decisions
about program levels for training and day care in future years
will greatly depend on program results in the preceding years.'
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Welfare Rolls Increase Under H.R. 16311
While Training and Day Care Efforts
Remain Consnt
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TABLE I

COMPARISON OF INCREASE IN AID TO FAMILIES WITH DEPENDENT
CHILDREN AND NUMBER OF WELFARE CASES CLOSED FOLLOWING

PARTICIPATION IN WORK INCENTIVE PROGRAM
OCTOBER-DECEMBER 1969

Total, U. S.

Alabama

Alaska

A risoma

Arkansas

California

Colorado

CoDOtlc'

Delaware

Distri" of Columbia

Florida

Georgia

Gumn

Hawaii

Idaho

Illnois

Indiaa

Iowa

Kansas

Keutucky

Louisiana

Main.

Marylamd

massaobuaette

Michigan

Mimnesota

Mississippi

Increase In
famlie, on
AFDC
Oct. - Dec.
1969

17 000

2, ZO

200

700

1, 000

Z4. 000

1, 200

800

200

800

3, 800

5. 000

20

400

400

2, 500

4000

1, zoo

1, 100

$00

Z,600

8oo

1, 900

6,600

5, 100

1,800

1,300

AFDC cases
closed following
partLcipation in
WIN, Oct. - Dec.
1969

2, 746

13

1

NA

3

I. 073

81

55

2

41

4

-0-

NA

NA

3

75

NA

29

21

47

9

4

-0-

9

37

z

Percentage

0.6 1

0. 5 .

NA

0.3%

4.5%

6.8%

6.9%

1.0%

0. 1 %

0%

NA

NA

0.8 %

3.0%

NA

2.4%

1.9 %

5.9%

0.4%

0.5%

NA

0.1 %

0.?7%

0.1%

0.1%
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COMPARISON OF INCREASE IN AID TO FAMILIES WITH DEPENDENT
CHILDREN AND NUMBER OF WELFARE CASES CLOSED FOLLOWING

PARTICIPATION IN WORK INCENTIVE PROGRAM
OCTOBER-DECEMBER 1969 (con.)

Increase in AFDC cases
families on closed following
AFDC participation in
Oct. - Dec. WIN, Oct. - Dec.

1969 1969 Percents

Missouri Z,500 41 1.6

Mortana 300 2 0.7

Nebraska 400 NA NA

N evaa 100 NA NA

New Hampshire ZOO NA NA

New Jersey 8,900 s8 0.7

New Mexico 1,000 NA NA

New York 7,000 96 1.4

North Carolina 2, 300 17 0. 7

North Dakota -0- -0- -0-

Ohio 3,400 337 9.9

Oklahcma 600 NA NA

Oregon 3, SO0 6 0. z

Petsylvania 5, 400 137 Z. 5

Puerto Rico 2, 400 93 3. 8

RhAoe Island 300 .3 1. 7

South Carolina 1, 300 2 0. 2

South Dakota 200 6 3. 0

Tennessee 2, 200 20 1. 0

Texas 88000 -0- 0

Utah 400 33 8. 3

Vermoat -0- 12

Virgin Islans 30 NA

Virginia 2.500 4

Washington 3,800 67

West Virginia 1. 100 213

Wisconsin - 400 63

Wyoming 200 6

(Note: The information was not available for the States
so Indicated)

SOURCE9 Department of Health, Education, and Welfare

NA

0. 2

1.8

19.4

3.0

AL

V.

V.

V.

V.

V.

V.

Vs

V.

V.

V.

V.

V.

V.

V.
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TABLE 2

NUMBER OF WORK INCENTIVE PROGRAM ENROLLEES
IN ON-THE-JOB TRAINING OR IN SPECIAL WORK PROJECTS,

BY STATE. APRIL 1970

Enrollees in Enrollees in
On-the-Job Special Work
T Projects

T..al U. S. 661 976

Alabama -0- -0-

Alaska -0- -0-

Arisona Z7 -0-

Arkansas I I -0-

California 114 S

-0-

-0-

-0-

-0-

Colorado

Connecticut

Delaware

District of Columbia

Florida

Georgia

Hawaii

Idaho

Uli nota

Indiana

Iowa

Kansas

entucky

Louisiana

Maine

Ma ryland

Massachusetts

Michisan

Minnesota

Mississippi

Missouri

Montana

Nebraska
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NUMBER OF WORK INCENTIVE PROGRAM ENROLLEES

IN O1-THE-JOB TRAINING OR IN SPECIAL WORK PROJECTS,
BY STATE. APRIL 1970 ( Cont.)

Enrollees in Enrollees in

On-the-Job Special Work
Training Projects

Nevada -0- -0-

New Hampshire -0- -0-

New Jersey 2 -0-

New Mexico z -0-

New York 29 -0-

North Carolina -0- -0-

North Dakota -0- -0-

Ohio 7 -0-

Oklahoma 5 -0-

Orelo 17 -0-

P nneylvania 4 -0-

Rhode Is~l.d -0- -0-1

South Carolina -0- -0-

South Dakota 10 -0-

Tennessee 6 -0-

TeKas 3 -0-

Utah 1 -0-

Vermont 9 -0-

Virginia z -0-

Washington 6 -0-

Went Virginia Z03 9Z&

Wisconsin zz 39

Wyomtng -0- -0-

Puerto Rico 43 -0-

Virgin Islands -0- -0-

Guam -0- -0-

SOURCEs Deplrbneat of Labor
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TABLE 3

Number of States with mandatory referral A/ of AFD Recipients to
Education, Training and/or Employment.

States Is mandatory referral of anoropriate
recipients anplicablo to

Work State Other education and/or train-
AFDC Recipients Incentive manpower Ing Including that provided

Prog ram ancy a b the State welfare agency
-Z/ No education and

Yes No i-- Yes No NT Yes No NS training plan

Unemployed fathers 17 9 Ii 13 14 10 7 14 9 7

Other fathers 17 17 31 16 19 2 1l 1S 3 8

3/
Mothers IT 241 12 25 - 9 20 1 7

Youth 16 and over 31 412 14 20 3 10 17 3 .7

Other 14 12 Ii 7 22 8 6 19 7 5

C 42 States reporting WIN mandatory referrals
37 States reporting for all other items.

as of October 10, 1969

I/ Those recipients subject to sanctions If they refuse, without good
cause, to participate In education, training, or take a job.

2/ Not stated.

3/ Arkansas, Florida, Georgia, Illlin)is, Indiana, Michigan, Mississippi,
New Jersey, New York, North Carolina, Pennsylvania, South Carolina,
Tennessee, Virginia, Washington, Guam and Puerto Rico.

Basod on data rrom HEW

SOURCE:

U.S. Department of Labor
Manypver Ami stzrat Lon
Office of Manpower Ninaeumnt Data

System - Janary 1970
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TABLE 4

AVERAGE HOURLY WAGES AND AVERAGE HOURS WORKED
PER WEEK OF WIN EMPLOYED TERMINEES, BY STATE _

Number of Average Number of Average
Reports with Hourly Reports with Hours Per
Waee Wage Hours Week

U. S. Total 5, ,19 $2.30 5, 722 39..7
Region I

Connecticut 57 2. 19 57 38. 6
Maine 7 1. 80 6 37. 5
Massachusetts 35 1.93 38 37.1
New Hampshire * * * *
Rhode Island 25 2.07 26 37.0
Vermont 30 1. 82 32 38.3

Region U
New Jersey 187 Z. 19 192 38. 0
New York 209 2. 46 222 38. 1
Puerto Rico 32 1.31 32 39.7
Virgin Islands * * *

District of Columbia 165 2. 12 167 40. 0

Region III
Delaware * * * *
Maryland 76 1. 95 89 39. 0
Pennsylvania 368 2. 35 390 39. 9
Virginia 4 1.81 4 40.0
West Virginia 661 2. 16 686 40. 0

Region IV
Alabama 111 1.74 111 39.2
Florida 19 1. 83 20 39. 7
Georgia Z/ Z/
Kentucky 7 1.71 8 37.6
Mississippi 35 1. 37 35 37. 1
North Carolina 9 2. 10 9 36. 4
South Carolina * * * *
Tennessee 53 L 03 64 39.5

Region V
Il ois 226 2.45 229 39.5
Indiana * * C *
Michigan 21'7. 32 233 39.7
Minnesota 39 2. 35 39 39,4
Ohio 225 2. 22 246 40.0
Wisconsin 171 2 58 177 40. 1
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AVERAGE HOURLY WAGES AND AVERAGE HOURS WORKED
PER WEEK OF WIN EMPLOYED TERMINEES, BY STATE 1/ (Cont.)

Number of Average Number of Average

Reports with Hourly Reports with Hours Per
Wages Wage Hours Week

Region VI
Arkansas 14 $ 1.71 18 38.9
Louisiana 62 1. 67 64 38. 9

New Mexico 5 1. 60 5 40. 0
Oklahoma * * * *
Texas 5 1. 94 20 40. 0

Region VUI
Iowa 52 1.88 52 39.3
Kansas 84 2. 00 85 39. 2

Missouri 65 1. 90 67 39. 4
Nebraska * * * *

Region VIII
Colorado 118 z. 16 148 40.2
Montana 25 1.76 26 40.2
North Dakota 2/ 2/
South Dakota -5 5 40. 0
Utah 7 2.22 7 42.3

Wyoming 19 1.72 20 39.4

Region IX
Arizona 39 1.72 53 40.0

California l,597 2.59 1.639 39.8
Guam Z/ 2/
Hawaii 18 . 71 20 40.0

Nevada * *

Region X
Alaska 17 2. 78 17 39. 1

Idaho 2/ 1.92 Z/

Oregon Ts 2.36 U 41.0

Washington 228 2. 38 260 39. 4

I/ Based on reports received for January 1, 1969-March 31, 1970; reports

tabulated as of June 12, 1970.

Z/ Less than 4 reports

* Not available

Source: U. S. Department of Labor, Manpower Administration,

Office of Manpower Management Data System.

0



APPENDIX F

(Response to information requested by Senator Miller re welfare
fraud on July 30,1970 (page 703 of this volume). This material was
reebevd too late to be included at the point where the request was
made.)

(1287)
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SEPTEMBER 11, 197k.
Hon. WILL R. WxmoN,
Assistant Attorney General,
Crimin2 Divtion, Department of Ju.mtire.
Washington, D.C.

D-'Ar MR. WiisoN: During hearings before the Committee on
Finance on the Preident's family assistance plan, Senator Miller
requested from the Secretary of Health, Education, and Welfare,
Elliot L. Richardson, information regarding the number of welfare
cases in which fraud has been detected. In response to Senator Miller's
request, the Secretary submitted four memorandums to the committee.

Senator Miller then requested that the committee "direct the staff
to obtain from the Department of Justice the disposition of these cases
that have been referred for criminal prosecution by these years. We
ought to be able to receive from the Department the number of cases
each year referred to the Department of Justice for criminal prosecu-
tions, and then we should be able to obtain from the Department the
disposition by year of those ca e, convictions or nolo contendere, or
dismissed, and the penalties in the case of those that were convicted."

For your benefit, I am enclosing a copy of these memorandums
submitted by Secretary Richardson.* I hope you will prepare the
information requested by Senator Miller and return it to the com-
mittee so that it can be included in the printed copy of the hearings.
As you can imagine, the Congress is pressing toward adjournment,
and the family assistance plan looms large in the Senate schedule.

Your prompt attention to this request will be appreciated.
Sincerely, Tom VAIL.

Enclosure.

DEPARTMENT OF JUSTICE,

Washington, October 2, 1970.Hon. TOx VAIL,
(hief Counsel, Comri.ttee on Finance,
U.S. 8&Mte,
Washkington, D.C.

Dzm MR. VAIL: This will acknowledge your letter dated Sep-
tember 11, 1970, with enclosures, concerning the interest of Senator
Jack Miller, a member of the Committee on finance, in those cases of
possible fraud in programs administered by the Department of
Health, Education, and Welfare.

Senator Miller has inquired specifically about the number of cases
referred by the Department of Health, Education, and Welfare for
criminal prosecution and has asked that the Department of Justice
furnish the number of such cases referred each year with a report on
their final disposition. An examination of the material suppliedby the
Department of Health, Education, and Welfare reveal" that Secretary
Ric~hvrson's report is concerned generally with cas of both over
and underpayments occurring during the year 1966 through 1969.
These cases arose under the aid to families with dependent children

*ae pp. TOO-T02 of tbl volume.
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and other adult public assistance programs, irrespective of any fraud
potential. It is only the final enclosure which speaks of iases of sus-
pected fraud disposed of either administratively or referred to law
officials for action. The latter category totals approximately 7,500 in
number and covers only the fiscal year 1969. Those statistics suggest
the vast majority of such cases were handled by local rather than
Federal law authorities.

Unfortunately our records system is not set up in such a manner
that we can readily segregate cases of welfare frauds from the over-all
category of fraud against the Government. Ordinarily when a similar
request has been addressed to the Department, we have contacted the
Federal agency administering the program in which suspected irregu-
larities have occurred. Accordingly, we would suggest that you again
contact the Department of Health, Education, and Welfare to deter-
mine whether it can supply the further detailed information you
desire.

Sincerely, W WISON,

A mitant A attorney General.

OcoBEr 8, 1970.
Hon. JOHN G. ViNzMAw,
Under Secretary,
Department of Health, Education, and Welfare,
Washington. D.C.

Di.t MR. Vz~ctv.xN: I have attached to this letter a copy of a report
the committee has just received from Will Wilson, Assistant Attorney
General, Criminal Division, Department of Justice, regarding the
extend of fraud convictions under the welfare statute.

Mr. WEison suggests that rather than his agency, the Department of
Health, Education, and Welfare is the proper source of information
regarding fraud convictions under the welfare statute, inasmuch as the
cases are generally prosecuted under State law.

I would appreciate it if you would look into the matter and provide
a report to the committee. I know Senator Miller is anxious to know
the extent of fraud evidence in the welfare area.Sincerely, 

o V A LTow VAIL.

DIPARTXENT OF HFALTH, EDUCATION, AND WELFARE,
SOCIAL AND REHABILITATION SERVICE,

Waskington, D.C., October 27, 1970.Hon. TOw Vzn,
Chief Coumse, Committee on. Finance,
U.S. Senate,
Washington, D.C.

DzAR MR. VAI.: Under Secretary Veneman has asked me to reply
to your letter of October 8, 1970, in which you requested information
rewrding the extent of fraud convictions under the welfare statute.
The report of Mr. Will Wilson, Assistant Attorney General, Depart-
ment of Justice, of October 2, 1970, suggests that this Department
might have the information.
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Attached is a brief statement of the information we have available
on actions by State and local law enforcement officials on cases of sus-
pected fraud for the fiscal years 1966 through 1969. We are attaching
also, tthe reports referred to in this statement.

The reports indicate that State welfare departments arm well aware
of the adverse impact of allegations of widespread recipient fraud
in the public assistance programs, and take reasonable l)recautions to
minimize the opportunity for fradulent receipt of assistance. W hen it
does occur, States are expected to deal fairly and justly with the recip-
ient in accordance with Federal policy established h;v a directive of
former Secretary Ribicoff.

Additional copies of the published report, Developments in Dealing
With Questions of Recipient Fraud in Public Assistance, 1951-67,
are available. We anticipate publication of the 1968-69 data by )ecem-
ber 1, 1970. If you wish further discussion, I will be glad to make ar-
rangements with Mr. John L. Costa, Commissioner, Assistance Pay-
ments Administration.

Sincerely yours,
,OHN D. TWINAME, Adminstrator.

Enclosure.

AcmoN s BY STATE AND LOCAL L.%w ENFORCEMENT OFFICIALS ON CASES
OF SUSPECTED FRAUD BY RECImENTS OF ASSISTANCE REFERRED BY
STATE PUBLIC WELFARE AGENCIES, FISCAL YEARS 1966-69

Recipient fraud under the federally aided assistance programs, titles
I, TV-A, X, XIV, XVI, and, XIX of the Social Security Act, which
are administered or supervised by State agencies, is defined by State
law and subject to determination by State or local judicial authorities.
State or local public welfare officials review information on all cases
in which there is a question of fraud, decide if agency facts are suffi-
cient to support the question and take action on referral to law en-
forcement officials. These officials, in turn, are responsible for making
the definitive judgment that an allegation of fraud by an applicant
or recipient is actionable under law.

State public assistance agencies report annually on the total num-
ber of cases in which they have taken administrative action involving
questions of recipient fraud. They also obtain information on action
by law enforcement officials on cases referred as to whether prosecution
is initiated or the cases are disposed of without prosecution. These
reports show the following:

100 1g67 166 100
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The number of cases in which prosecution was initiated in each year
has represented les than 0.05 percent of the estimated number of fami-
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lies and individuals receiving assistance during the year assuming
that prosecution was initiated within the year. Although we do not
have information on the number, undoubtedly some of those prose-
cuted were not convicted if the ease came to trial. Hence, the number
and proportion of assistance recipients found to have committed a
fraud on the program would be even smaller than the above figures
indicate.

The reasons for disposal of cases, without prosecution, include spe-
cial hardship, voluntary reimbursement, small amounts, insufficient
evidence, or other factors that make prosecution infeasible.

We do not ask States to obtain information on results of prosecution
and the penalty if there is conviction on the charge. In a number of
States, this would place an undue burden on the welfare agency as
well as on the court. Some States, however, do secure informat ion a out
some of the court actions and comment OR their observations in narra-
tive sections of the report. The comments are summarized in the en-
closed reports:*

1. Developments in Dealing With. Questions of Fraud in Public
Assistance, 1951-1967, pp. 27-31, "Referral to an Action by Law En-
forcement Officials."

2. Draft-Methods of Dealing With Questions of Repient Fraud
in Public Assistance, 1968-1969, pp. 18-21, "Referral to and Action by
Law Enforcement Officials."

These reports also contain further analyses on administrative and
statistical data which may be of interest to the Committee on Finance,
U.S. Senate.

* The reports were made a part of the official files of the committee.



APPENDIX G

Excerpt from Hearings on H.R. 17550, the Social Security
Amendmersts of 1970.

(During the hearings questions were raised by Senators Byrd
and Talmadge concerning the reconciliation of present and past
cost estimates, and other cost data requested by the Committee
relating to the administration's welfare bill.)

(1298)
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(EXcHAxOz B rw x Mzxnrs or THPE Comrurnu T)rmiwo THX HEAR-
ING ON 771 SOCIAL SEcuRrrY ANiZmzN-rS or 1970, SEPTEMBER 17,
1970, np. 671-678)

Senator Bm. Mr. Chairman, I would like to make a brief statement
in connection with some information I have tried to obtain on the cost
of the administration's welfare proposal. Material prepared by the
committee staff showed that the Department of Health, Education, and
Welfare had estimated a cost of $8.2 billion in fiscal year 1971 for the
House-passed bill compared with an estimated cost of $9.1 billion un-
der the administration revision. I assumed that the $900 million in-
crease in cost related to the many amendments to the bill recommended
by the administration. The committee will recall that on July 23--and
I cite that date again: July 23-I asked Secretary Richardson for a
reconciliation of the cost estimate presented to the House and the new
one presented to the committee. Secretary Richardson did not have
the answer, but he agreed to supply it to me.

I had not received an answer by the next week. On July 29, 1 again
asked the Secretary for the reconciliation and received a reply to my
letter on August 1, but instead of reconciling the estimate associated
with the House bill with the estimated cost of the revised administra-
tion bill, the material submitted by the Department merely placed the
two cost estimates side by side.

I wrote the Secretary on August 12 stating that the reconciliation I
had in mind would show the cost of each of the significant amendments
to the bill requested by the administration. I sent the Secretary a form
with each major amendment listed, and asked him to have the blanks
filled in. I have not yet received the material I requested. Now, that
was on August 12, Mr. Chairman.

It seems to me, Mr. Chairman, that before the committee can
intelligently and responsibly consider the many amendments recom-
mended by the administration, we should have some idea of their cost.
It is my hope that the Department of Health, Education, and Welfare
will not delay our consideration of the bill by failing to provide us
with the hard data we need to make intelligent decisions, and respon-
sible decisions.

I want the record to show that the committee has sought facts and
information from the Department which has not yet been supplied.

Mr. Chairman, I ask unanimous consent that there appear at this
point in the record excerpts of the hearings on the welfare bill as well
as a copy of the letter I sent to Secretary Richardson on August 12.

(The letter follows. The excerpts appear as pages 546, 547, 611-614,
721, and 722 of this volume.)

U.S. SNNATU,
Comurxm ow FrANcr.,

W8~ton, D.O., Awpt 12, 1970.
Hon. ELuor L. Nwcos",
8fecreft" of the Deetw*w of Health, Bducation, a#4 Welfw, Wu?.*vom,D.O.

Da MiL Suoxcu r: You will really that on several oeculonm durhg Your
recent appearance before the Committee on Finance, I requested a -econelmaton



1295

of the previous $&2 billion cost estimate associated with the Family Assistance
Act as It passed the House and the $9.1 billion estimate associated with the re-
vised bill submitted by the Administration.

On August 1, I received from you a letter transmitting material which con-
pared cost estimates associated with the House bill with estinkates asociated
with the Administration's revision. Unfortunately. this material explained only
in the most general terms the difference between the two estimates and it failed
to show the cost effect of the various modifications in the Adiniiistration revi-
Mdon which would either increase or decrease the cost of the bill.

I am enclosing a table which shows what I had in wind as a reconciliation be-
tween the cost of the House bill and the cost of the Administration revision. I
would appreciate it if you would be so kind as to have the blanks in the form
filled out so that I will be In a, position to evaluate the many changes you have
proposed in the Administration revision.

Sincerely,
HAMMY F. BYRD, Jr.

Md.OW.year 1071

Estimate presented to House Ways and Means Committee:
Family assistance payments ----------------------------- $3 800
Federal share of State supplementary payments to families --------- 80
Payments to aged, blind, and disabled ----------------------- 2, 700
Increased administrative costs ------------------------------- 3
Increased medicaid costs ---------------------------------- 100
Increased training costs ----------------------------------- 200
Increased child care costs --------------------------------- 400

71otal ---------------------------------------------- 8,200

Increases:
1. Exclusion of income tax payments from consideration as income

(sec, 448(a) on p. 9 of revised bill)
2. Inclusion of children age 21 attending school full time (sec.

445(b) (2) on p. 14 of revised bill)-------------------
3. Prohibition of lien affecting State supplementation of Federal

benefits to families (sec. 452(c) (8) on p. 32 of revised bill)
4. Revised definition of poverty levels (sec. 453(c) (1) on p. 37 of

revised bill)--------------------
5. 2-year Federal assumption of full administrative costs prior to

actual Federal takeover of administration of State supplemen-
tation program (see. 461(a) on pp. 39-40 of revised bill)

6. Increase in utilization of food stamps as a result of permitting
welfare agency to purchase food stamps on behalf of welfare
recipient (see. 465 on p. 46 of revised bill)

7. New authority for Federal grants for construction of child care
facilities (sec. 436 on p. 56 of revised bill)----------------

8. Provision of $30 monthly incentive allowance to persons under-
going rehabilitation (sec. 437(d) on p. 60 of revised bill).---

9. Mandatory disregard of a portion of earnings of aged persons
(sec. 160(a) (5) on p. 87 of revised bill)

10. New social services title:
(a) Basic grants for social services (sec. 2010(a). p. 122)_
(b) Grants to assure more equal expenditures among the

States (se. 2010(b), p. 122)--------------------
(M) Grants for foster care (sec. 2010(c), pp. 122-123)-------
(d) IUberalized emergency assistance program (sec. 2010(d).

p. 128) ---------------------------------
(e) Project grants and contracts (sec. 2008, p. 119)---------
(f) Grants to Governors and mayors (sec. 2000, p. 120)......
(g) Consolidated HEW plans (sec. 2021, p. 12)
(h) loint funding of interdepartmental programs (sec. 2030,

p. 182) -----------------------------------
11. Extension of medicaid to persons age 21 (sec. 434(13) of re-

vised bill, V. 142)
12. Liberalisation of saving provision (sec. 502 of revised bill, pp.

147-150)
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Fisoal
year 1971(mflltona)

13. Additional supergrades for Department of Health, Education,
and |Welfare (see. 505, pp. 152-153)

14. Revision In estimate for payments to families as a result of in-
creasing unemployment rate from 3.5 to 5 percent:

(a) Family assistance payments ........
(b) Federal share of State supplementation ...........

15. Other revisions In estimate for families eligible for welfare:
(a) Family assistance payments -----------------------
(b) Federal share of State supplementation------------

16. Revision In estimate for aged, blind, and disabled persons
eligible for welfare ......

17. Revision in estimate of medicaid costs ....................
Subtotal, Increases .....................

Decreases:
1. Penalty for refusing to work raised from $300 to $500 (sec.

447(a) on pp. 20-21 of revised bill)
2. Tighter definition of suitable employment (se. 448(b) (4)

on pp. 25-26 of revised bill) -...........................
3. Persons cut off the State welfare rolls because father is un-

employed (see. 451, p. 27)-----------------------------
4. Persons cut off the State welfare rolls when Secretary sets

State supplementation amount (sec. 452(a) of revised bill,
p. 29 ) -------------------------------------------

5. Persons having State welfare payment reduced when Secre-
tary sets State supplementation amount (sec. 452(a) of
revised bill, p. 29) --------------

6. Medicaid savings by cutting out families headed by women
who receive State supplementary payments but not family
assistance payments (sec. 455, pp. 38-39 and sec. 404(21),
p. 145)--------------------------------------------

7. Reduction in family planning costs due to deletion of require-
ment that family planning services be offered all appropriate
welfare recipients (deleted see. 108(b) (1) (I), p. 65) -...

8. Limit work expenses for the aged, blind, and disabled to those
related to their age, blindness, or disability (sec. 1603(a),
p.85)

Subtotal, decreases ...................

Total, revised estimate -------------------------------- 9, 100

The CHAIRMAN. May I say that. I think every member of this
committee would like to have this information. It is rather difficult
to vote on something not knowing whether it is going to cost $4, $6,
$10, or $12 billion.

Now, the Senator from Virginia is a little more straitlaced about
insisting upon knowing what something is going to cost than some
other members of the committee. But, I must say that when the costs
can vary by more than $1 billion, people who expect us to be re-
sponsible might hold us to account if we repeated the kind of fiasco
that occurred on the medicaid when we were told the program was
going to cost about a quarter of a billion dollars, and it ends tp cost-
ing$3 billion. If this program should wind up costing ten times as
much as its advocates project-and that is not at all beyond the
realm of possibility-I just wonder how long people can expect to
be elected to office or to stay in power if they are with the administra-
tion, if they continue to come up with programs that have completely
irresponsible cost estimates, without even a late revision to show
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the increase in costs of the administration's own request. That will
be in the record.

Senator TALMAzD. Mr. Chairman, may I make an observation?
The CHAr AN. The Senator from Georgia.
Senator TALmADoz. The cost of this program has concerned me

greatly since it was first presented to this committee.
When former Secretary Finch appeared here before the committee

in April, I asked him how the administration intended to finance the
$4 billion-plus cost of the bill. He answered:

Well, the Bureau of the Budget has built in these costs and all of their
projections obviously were trading off with other programs. We have regarded
the social implications of this as important enough to make those tradeoff.4
within our present projections.

Though he talked about tradeoffs, former Secretary Finch did not
identify all of the programs the administration plans to cut to pay
for the welfare expansion bill.

On May 18 I wrote Secretary Finch asking him precisely what
programs would be cut back. I never received an answer.

When Secretary Richardson appeared before the commitee I asked
him the same question. He replied at great length but did not answer
the question. I then asked that Budget Director Schultz appear be-
fore the committee so that he could answer my question. He refused
to appear.

Our budgetary situation is deteriorating. Few persons expect a
budget deficit of less than $10 billion and some persons predict a
deficit of twice that amount. The President has apparently recognized
the seriousness of the situation since he has vetoed two spending bills
plus a hospital construction bill within the last few months. I believe
the Finance Committee is entitled to know how the administration
intends to finance this $4 billion-plus welfare expansion bill before
weproceed to act on it.

risCHArRMAN. Well, Senator, I hope to get you that answer. I
regret the information is not available. But in my efforts to try to find
out, they indicate that the plan is to start with this bill first-this $4
billion at the bottom-and then to add interest on the national debt
next, and then to build up from there and see where we come out.

Now, that is the best information I can obtain up to this point.
I promise the Senator I will cooperate in helping to obtain that in-
formation.

Senator TALMADGE. I thank the distinguished chairman.
The CHAIRMAN. Obviously, a lot of programs have to go out for

that $4 billion, if we have any hope for a balanced budget.

EXCHANGE OF CORRESPONDENCE StUBSEQUENT TO THE ABOVE Discussion

SEPTEMBER 22, 1970.Hon. ELLIOT L. RICHARDSON,

Secretary, Deparftent of Health, Eduoation, and Welfare, Wo-R.ngq-
ton, DO..

DAR Mu. SCRETARY: Last Thursday while the committee was hold-
ing hearings on the proposed Social Security Amendments of 1970,
two Senators on the committee complained of'the continuing difficulty
they have experienced in getting information relating to the cost and
financing of the administration's welfare bill.
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Senator Byrd stated that he had not received information he sought,
reconciling estimates of the cost of the House-passed welfare bill with
the cost estimates related to the revised administration bill. Senator
Talmadge noted again that he had not received tn answer to his in-
quiry about the financing of the welfare bill, either through tax in-
creases or expenditure reductions in other programs.

At the hearings, I pledged my cooperation in an effort to get the
information from you so that our actions on welfare legislation would
not be delayed by lack of information from your Department. I would
urge you to provide this information to the committee as soon as pos-sible.

I am enclosing for your information a copy of the transcript pages
in which Senator Byrd's and Senator Talmadge's comments appear.*

With every good wish, I am,Sincerely, RUSSELL B. LONG, Chairman.

TIE SECRETARY OF HEAL.rji, EDUCATION, AND WELFARE,Washington, D.C.
Senator Russw 4 B. LONG,

Chairman, Commi ttee on Finance,
U.S. Senate, Washington, D.O.

DEAR MR. CHAIRMAN;: I very much appreciate your letter of Sep-
tember 2-2, 1970, calling my attention to the complaints of Senators
Byrd and Talmadge that they are experiencing difficulty getting in-
formation related to the costs and financing of the administration's
proposed welfare reform bill. I understand fully their desire to have
the best available information so that -they can come to a carefully
reasoned conclusion about this important legislation.

I have enclosed for your information, Mr. Chairman, a copy of a
letter I mailed to Senator Talmadge on September 14 responding to
some of his concerns. I have enclosed also a letter I sent to Senator
Byrd and the memorandum which accompanied that letter. A later
letter from Senator Byrd requested additional information, and to-
day I have mailed a response to the Senator. a copy of which I have
attached to this letter. Because of your position as chairman, and be-
cause of the nature of the inquiry, I don't think I am violating any
confidences by providing you with these materials.

Mr. Chairman, I sincerely appreciate your advising me of this
matter and hope we have answered the questions to the satisfaction
of your colleagues. As I have said on a number of occasions, I intend
to have the Department respond as quickly and fully as possible to
requests from committee members and their staffs.

if further information is necessary, please do not hesitate to call
upon me.

Sincerely,
ELIOTr RICHARDSON, Secmtary.

Enclosures.

*Pageg 546, 547. 611-614. 721. and 722 of this volume.
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THE SCRFTARY or HEALTHr, EDUCATION, AND WELFARE,
Washington, D.C.Hon. HJUY F. BmnD, Jr.,

U.S. Senate,
Washinqto, D.C.

DEAR SENATOR BymD: This is in response to your request for addi.
tional information regarding the cost estimates of the Family Assist-
ance Act. The figures that you requested have, whenever possible,
been supplied. You will notice that a number of the items that you
had originally included on your list have a small cost significance or
are noncost items. These are listed separately with an item by item
explanation of why their cost impact is negligible.

It is regrettable that such confusion has existed about the costs of
the President's welfare proposals. I believe that the estimates them-
selves are as good as can be prepared with our existing knowledge and
information. My own view, which, you will recall, I tried to explain
during the hearings, is that they are conservative estimates and may
actually overstate the costs of family assistance. As you know, not all
of those presently eligible for AFDC are receiving assistance, and it
is very doubtful that 100 percent of the population eligible under the
family assistance plan will participate in that program. Our cost
estimates, however, are based on 100-percent participation.

The President has shared your September 14 note to him with me,
and I am pleased that you enjoyed your brief visit to California. You
will recall, I am sure, that my previous correspondence with you in-
cluded an attempt to explain the costs of FAP, including training and
food stamps. The figures I cited are not, in my opinion, comparable
to calculations of Federal expenditures for welfare which do not in-
clude food stamps or training programs. Also, I will not burden you
with a repetition of my explanation of the relationship between the
10 million persons currently receiving public assistance and the num-
ber of people who would receive some Federal assistance under FAP.
It is important, however, to realize that 15 percent of families eligible
for FAP benefits will be eligible for less than $300 per year. The rising
caseload under current AFDC law projected to 1976 is, I think, one of
the strongest arguments for enactment of the family assistance plan
this year.

I look forward to working with you and your colleagues during
the next several weeks as wA try to enact new, improved legislation to
reform the current welfare system.

Sincerely,
ELLIOT RICHARDSON, Secretary.

Enclosurme
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Recnolaltoim of oost estfmate8

Estimate provided to the House Ways and Means Committee: Blilfon4
Plus increases: $8.20

1. Exclusion of income tax payments from consideration as in-
come ('vc. 443(a) on p. 9 of revised bill) ------------------. 06

2. Inclusion of children age 21 attending school full-time (see.
445(b) (2) on p. 14 of revised bill) ---------------------- .02

6. Increase in utilization of food stamps as a result of permitting
welfare agency to purchase food stamps on behalf of welfare
recipient (sec. 465 on p. 46 of revised bill) ----------------. 40

9. Mandatory disregard of a portion of earnings of aged persons
(see. 100N(a) (5) on p. 87 of revised bill) ------------------. 02

14. Revision in estimate for payments to families as a result of
increasing unemployment rate from 3.5 to 5 percent: (a)
Family assistance payments ----------------------------- .10

15. Other revisions in estimate for families eligible for welfare:
(a) Family assistance payments ...---------------------. 27
(b) Federal johare of State supplementation .........

16. Revision In estimate for aged, blind, and disabled persons
eligible for welfare ------------------ .0917. Revisions in estimates of Medicaid costs; -

Subtotal, increases ---------------------------------- 9.16
Minus decreases:

3, 4, and 5 impact of changes in sections 451 and 542 effecting un-
employed father families and the computation of State supplq-
mentation ---------------------------------------------. 06

Total, revised estimate --------------------------------- 9. 10
*Thee estimates Include the total cost of maintenance payments, but only the addi-

tional costs of such things as training and day care.
$*The estimate provided to the House Ways and Means Committee and the revised

esUmates do not include medicaid costs.

ITEms Wrrii LrrTLz oR No CosT IMPACT

INCREASES

3. Prohibition of lien affecting State supplementation of Federal benefits to
families (sec. 452(c) (8) on p. 32 of revised bill.)

This subsection provides clarifying language for what had been the initial
intent of the Administration. It therefore does not effect the estimates of costs.

4. Revised definition of poverty levels (see. 453(c) (1) on p. 37 of revised bill).
The cost Impacts associated with this change are negligible for joeveral rea-

sowns: (1) the change means that the poverty aevel is raised for certain family
sies but lowered for others--changes which are likely to be offsetting; (2) it
Is only relevant in the few States that have payments at or above the poverty
level; and (3) it applies to the 30 percent matching.

5. Two-year Federal assumption of full administrative costs prior to actual
Federal takeover of administration of State supplementation program (see.
461(a) on p. 39-40 of revised bill).

The original estimated cost of administration Included the cost of Federal
administration of supplemental programs at Federal expense. This provision
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permits State admInIstratIon at Federal expense (under certain and temporary
conditions) and does not increase costs.

7. New authority for Federal grants for construction of child care facilities
(sec. 436 on p. 56 of revised bill).

This provision was inserted to provide flexibility so that grants for construc-
tion of child care facilities could be used if the necessary child care slots could not
be achieved in any other way. The Administration does not plan to ask for
additional child care funds beyond the $386 million that it has said it would need.

K Provision of $30 monthly incentive allowance to persons undergoing rehabili-
tation (see. 437(d) on p. 60 of revised bill).

There Is no additional cost associated with this item since the Administration
proposes to obtain the necessary funds either from the additional manpower funds
It has already indicated it will need or from funds that would otherwise be made
available for vocational rehabilitation agencies.

10. New social service title: The Federal costs of social services and the impact
that the proposed title XX would have on them were and are not Included in the
estimates of the family assistance costs.

11. Extension of medicaid to persons age 21 (sec. 404(13) of revised bill,
p. 142).

This provision makes the eligibility for medicare of students aged 21 consistent
with their eligibility for family assistance and/or State supplementaton. The cost
is negligible since few individuals are involved and they are often in educational
institutions with subsidized health care.

12. Liberalization of saving provision (sec. 502 of revised bill, pp. 147-150).
The change in this provision would have little or no effect the first year of pro-

gram operation.
1. Additional supergrades for Department of Health, Education, and Welfare

(sec. 40, pp. 152 and 153).
This section provides only statutory .tthority for supergrsdes. The salary and

other personnel costs for family assistance are included in the cost of
administration.

14. Revision in estimate for payments to famlils as a result of increasing un-
employment rate from .5 to 5 percent: Federal share of State supplementation.

Estimates of supplemental payments are based In part oi the most recent State
projections which presumably include factors allowing for changes In
unemployment.

DECU XAS

1. Penalty for refusing to work raised from $300 to $500 (sec. 447(a) on pp.
20-21 of revised bill).

The cost estimates do not include any savings in costs due to t;he penalty for
refusing work, since it Is felt that the vast majority of recipients xill comply.

2. Tighter definition of suitable employment (sec. 448(b) (4) on pp. 25-26 of
revised bill).

The Impact of the work and training provisions has not been factored into the
cost estimates.

6. Medicaid savings by cutting out families headed by women who receive
State supplementary payments but not family assistance payments (sec. 455,
pp. 38-39 and sec. 404(21), p. 145).

These families will be eligible for medicaid.
7. Reduction in family planning costs due to deletion of requirement that family

planning services be offered all appropriate welfare recipients (deleted sec.
103(b) (1) (I), p. 65).

The costs of social services and changes In social service programs have not
been included in the costs of the family assistance proposals.

8. Limit work expenses for the aged, blind, and disabled to those related to their
age, blindness, or disability (sec. 16(a), p. 85).

Since so few persons in the adult categories are working and have regular work
expenses, the financial impact of this provision is negligible.
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S~rxuE 14,1970.Hon. HRMsAN E. TALMADGE
U.S. Senate,
Wasudngton, D.O.

DEAR SEw.%ToR TALM.DOE: Although I did discuss the question of
financing the administrations family assistance plan before the Sen-
ate Finance Committee, it has been brought to my attention that your
May 18, 1970, letter to former SecretaryF inch on this subject has not
been formally acknowledged. I apologize for this delay.

As you know, the admin istration on June 11, 1970, submitted to the
Committee on.Finance new and more detailed cost estimates that re-
flected both updated projections of Federal costs of maintenance pay-
ments under the family assistance plan and adjustment of estimates to
provide for the increased level of unemployment. These changes are
set forth in detail in the June 1970 committee print on H.R. 16311 and
responds fully, I believe, to your two concerns relative to unemploy-
meat level and updating of estimates.

Regarding your request for a detailed list of programs that might
be eliminated or reduced in order to rovide funds for the family
assistance plan, former Secretary Finchi and I both testified before
the committee that the budget must be considered as an entity which
results from the inclusion of all the revenues available to Government
and all the claims we decide to honor against those resources. Put
another way, the level of the aggregate budget surplus or deficit is the
result of decisions made independently of the requirements for par-
ticular programs.

If the expected budget surplus or deficit is inappropriate to the
economic conditions of the time, adjustments must be made in taxes
or the expenditure requirements of the Government. The adminis-
tration has taken the position-which most Americans share--that
the Federal budget for fiscal year 1972 will be fiscally responsible
and can be financed without any tax increase.

In any effort to trim back Government programs to reach a neces-
sary balance with revenues, otherprogams, of course, would be af-
feeted. This is the nature of the dificuit process of shifting priorities
It means that high-priority programs will gain, while lower priority
endeavors may suffer losses-some of them long overdue.

We am convinced that the family assistance plan represents an
essential step forward in reforming our crumbling welfare system. As
such, it deserves a high-priority claim against natimoal resource. With
growth in the economy and the exercise of stringent priorities, we are
confident that family assistance can be financed in a fiscally respon-
siblemaner--and without any tax increases.

Sincerely,
EuuoT L. RIcHmweox, Secrtary.
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